
 

 

HOW TO START 

TRADING STOCKS 

 
FROM THE FIRST STEPS AS A 

BEGINNER TO THE ADVANCED STOCK 

TRADER  

 
 

READING SAMPLE 
 
 
 
 

 
 
 
 
 

 
 

SASCHA FRIESE 

www.tradeandgrow.com 



 

 

 

HOW TO START TRADING STOCKS 

 
DETAILED BOOK FOR BEGINNER AND EXPERIENCED TRADERS TO 

TRAIN THE FIRST AND FURTHER STEPS IN TRADING BUSINESS ON THE 

STOCK MARKET. 
 

 

 
 
 
 
 

© 2021 TRADEANDGROW. ALL RIGHTS RESERVED. 
 

PARTS OF THIS BOOK ARE NOT ALLOWED TO REPRODUCE OR COPIED 

IN ANY FORM WITHOUT THE WRITTEN PERMISSION OF THE AUTHOR. 
 

 



 

 

Content 
 

Introduction ............................................................................................. 1 

Trading tools to download ............... Fehler! Textmarke nicht definiert. 

Chapter 1: Day trading or Swing trading ................................................ 3 

What is Day trading? ........................................................................... 3 

What is Swing trading? ........................................................................ 3 

Chapter 2: Reading chart basics ............................................................. 5 

Chapter 3: Long and short ............... Fehler! Textmarke nicht definiert. 

Chapter 4: Time Management as a part time trader . Fehler! Textmarke 

nicht definiert. 

Chapter 5: How to choose a broker ...................................................... 11 

Fee ..................................................................................................... 11 

Shorting allowed? .............................................................................. 12 

Margin and Cash accounts ................................................................ 12 

Pre- and Afterhours ........................................................................... 14 

Customer support .............................................................................. 14 

Charting tools .................................................................................... 14 

Device possibilities ............................................................................. 15 

Day – or Swing trading ...................................................................... 15 

 

 



 

 

 

 

 

Paper trading ..................................................................................... 16 

Where do you live .............................................................................. 17 

Asset you want to trade .................................................................... 17 

Fast excurse about assets ............................................................. 17 

Order possibilities .............................................................................. 19 

Level 2 data ....................................................................................... 20 

Trading directly from the chart ......................................................... 20 

Trade automation .............................................................................. 21 

Chapter 6: Order types .................... Fehler! Textmarke nicht definiert. 

Let´s start with simple orders: ..... Fehler! Textmarke nicht definiert. 

Market orders ............................ Fehler! Textmarke nicht definiert. 

Limit order ................................. Fehler! Textmarke nicht definiert. 

Stop loss order .......................... Fehler! Textmarke nicht definiert. 

Let´s talk about more complexed orders: ... Fehler! Textmarke nicht 

definiert. 

Stop Limit Order ........................ Fehler! Textmarke nicht definiert. 

Trailing Stop Order ................... Fehler! Textmarke nicht definiert. 

Market-If-Touched Order (MIT) Fehler! Textmarke nicht definiert. 

 



 

 

 

 

 

 

Limit-If-Touched Order (LIT) .... Fehler! Textmarke nicht definiert. 

Last but not least Order additions: .............. Fehler! Textmarke nicht 

definiert. 

Good till Cancelled (GTC).......... Fehler! Textmarke nicht definiert. 

Day ............................................ Fehler! Textmarke nicht definiert. 

Market on Close (MOC) ............. Fehler! Textmarke nicht definiert. 

Limit on Close (LOC) ................. Fehler! Textmarke nicht definiert. 

All or None (AON) ..................... Fehler! Textmarke nicht definiert. 

Immediate or Cancel (IOC) ...... Fehler! Textmarke nicht definiert. 

Fill or Kill (FOK) ......................... Fehler! Textmarke nicht definiert. 

Chapter 7: Pattern Daytrader rule (PDT) ......... Fehler! Textmarke nicht 

definiert. 

Chapter 8: Order book and deep data ............. Fehler! Textmarke nicht 

definiert. 

Chapter 9: Risk Management ........... Fehler! Textmarke nicht definiert. 

Chapter 10: Deeper technical chart reading .... Fehler! Textmarke nicht 

definiert. 

Candlesticks .................................. Fehler! Textmarke nicht definiert. 

Candle Pattern .......................... Fehler! Textmarke nicht definiert. 



 

 

Momentum .................................... Fehler! Textmarke nicht definiert. 

Volume .......................................... Fehler! Textmarke nicht definiert. 

 

 

 

 

 

Volume profile............................... Fehler! Textmarke nicht definiert. 

Exponential moving average ........ Fehler! Textmarke nicht definiert. 

Volume Weighted Average Price .. Fehler! Textmarke nicht definiert. 

Fibonacci retracement levels ........ Fehler! Textmarke nicht definiert. 

Relative strength index ................. Fehler! Textmarke nicht definiert. 

Moving Average Convergence/Divergence .. Fehler! Textmarke nicht 

definiert. 

Vortex ........................................... Fehler! Textmarke nicht definiert. 

On Balance Volume ...................... Fehler! Textmarke nicht definiert. 

Bollinger Bands ............................. Fehler! Textmarke nicht definiert. 

Types of indicators ....................... Fehler! Textmarke nicht definiert. 

Chapter 11: Common chart pattern . Fehler! Textmarke nicht definiert. 

Head and Shoulders ..................... Fehler! Textmarke nicht definiert. 

Reverse Head and Shoulders ....... Fehler! Textmarke nicht definiert. 

Elliot Wave .................................... Fehler! Textmarke nicht definiert. 



 

 

Bullflag .......................................... Fehler! Textmarke nicht definiert. 

Bearflag ......................................... Fehler! Textmarke nicht definiert. 

Cup and Handle ............................ Fehler! Textmarke nicht definiert. 

 

 

 

 

 

Bullish ABCD Pattern .................... Fehler! Textmarke nicht definiert. 

Bearish ABCD Pattern ................... Fehler! Textmarke nicht definiert. 

Pullback ......................................... Fehler! Textmarke nicht definiert. 

Double Top ................................... Fehler! Textmarke nicht definiert. 

Double Bottom .............................. Fehler! Textmarke nicht definiert. 

Ascending Triangle ....................... Fehler! Textmarke nicht definiert. 

Descending Triangle ..................... Fehler! Textmarke nicht definiert. 

Bullish Pennant Pattern ................ Fehler! Textmarke nicht definiert. 

Bearish Pennant Pattern ............... Fehler! Textmarke nicht definiert. 

Chapter 12: Default trading strategies ............ Fehler! Textmarke nicht 

definiert. 

Momentum strategy ..................... Fehler! Textmarke nicht definiert. 

Short excurse about stock scanner .......... Fehler! Textmarke nicht 

definiert. 



 

 

Scalping strategy .......................... Fehler! Textmarke nicht definiert. 

Breakout strategy ......................... Fehler! Textmarke nicht definiert. 

Chapter 13: Fundamental data of a company . Fehler! Textmarke nicht 

definiert. 

Market Capitalization .................... Fehler! Textmarke nicht definiert. 

Working Capital Ratio ................... Fehler! Textmarke nicht definiert. 

 

 

 

 

 

Quick Ratio ................................... Fehler! Textmarke nicht definiert. 

Earnings per share (EPS) ............. Fehler! Textmarke nicht definiert. 

Price-Earnings Ratio (P/E Ratio) ... Fehler! Textmarke nicht definiert. 

Price to Sales Ratio (P/S Ratio) .... Fehler! Textmarke nicht definiert. 

Debts Equity Ratio ........................ Fehler! Textmarke nicht definiert. 

Return of Equity (ROE) ................. Fehler! Textmarke nicht definiert. 

Chapter 14: Due diligence .................................................................... 22 

Company size ..................................................................................... 22 

Fundamental trends........................................................................... 23 

Share price and technical .................................................................. 23 

News .................................................................................................. 24 



 

 

Sector ................................................................................................. 24 

Ownership and Management ............................................................ 25 

Shareholders ...................................................................................... 25 

Stock dilution ..................................................................................... 26 

Risks ................................................................................................... 26 

Competitors ....................................................................................... 26 

 

 

 

 

 

Investment strategy .......................................................................... 27 

Result ................................................................................................. 27 

Chapter 15: Emotional control ......... Fehler! Textmarke nicht definiert. 

Chapter 16: Bag holding .................. Fehler! Textmarke nicht definiert. 

Chapter 17: Short Squezze .............. Fehler! Textmarke nicht definiert. 

Chapter 18: Most common rules in trading ..... Fehler! Textmarke nicht 

definiert. 

Biography ......................................... Fehler! Textmarke nicht definiert. 

 

 

 



 

 

 

 

 

 

 

 

 

 

 





Introduction 

 

 

1 

Introduction 
 

First, allow me to introduce myself. I am a Trader since a couple of 

years, I decided to start with trading just for fun at the beginning. 

Over the years it became more rewarding and more serious to me, I 

struggled a lot at the beginning and learned so much over that whole 

time. Even today, I learn sometimes new things, what makes this 

business so interesting. 

I live in Germany and have beside my trading business a full-time job, 

that´s why I need a good time management to satisfy my both jobs. 

Working in a full time job, every day preparing trades, doing due 

diligence, charting and further researches is a rough to do list for every 

day and there is of course some private stuff as well.  

I will give you some good tips for a good time management in this 

book as well, but let´s talk step by step. I trade mostly stocks and 

equities, that´s why this book will fit more for stock traders and similar 

assets like forex, crypto, CFD and ETF. 

The reason why my knowledge can be rewarding for most traders is, I 

had to challenge with so much problems and mistakes before this 

business got rewarding. That´s why I can share a lot of experience 

today and maybe you will challenge with similar problems and I hope, 

I can help you with that. 

About the content in this book, it will contain the basics for beginners 

and also knowledge for more experienced traders. The difficulty will 

increase chapter by chapter to ensure that you really understand the 

content.  

I know there are already a lot of books available out there, but I often 

recognized that most books or YouTube Videos are only giving you 
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some parts of knowledge. After reading one of this books or watching 

hours of YouTube Videos, you are still not able to trade, because the 

information is still only a piece of a big puzzle and some Coaches are 

only try to get you into an expensive training to learn more about 

trading. 

Imagine you want to learn to drive a car and you want to do your 

driver license, but the teacher is explaining you how an engine works, 

how to fill gas in you a car and how to use the navigation system. 

Well this information can be helpful, but you are still not able to drive! 

That´s the point where I want to start. This book can accompany you 

from the first beginner steps until the first steps of an advanced trader. 

Maybe there will be some parts missing you wish to read, if it is that 

so, you can always ask me directly on TradingView, on my website or 

simple write me an email if you miss some information after reading 

this book. 

Of course I am always appreciate if you visit my website 

www.tradeandgrow.com and also the education and shop sector. 

After this words let´s dive into the first points step by step. Have fun 

to learn trading and take every step serious. Trading is a business 

which takes time, so take your time and don´t hurry up. The better 

you are understanding the rules the better your profits in trading can 

increase. 

 

 

 

 

 

http://www.tradeandgrow.com/
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Chapter 1: Day trading or Swing trading 
 

Well, if you are already active in trading you may know already the 

difference between. Anyway let´s talk about what the difference is. 

What is Day trading? 

Day trading is simple called the trade(s) you do during in a day, 

started from opening of the stock exchange until it close. If you open a 

position and close it during that period (called one roundtrip) it will 

count as a day trade. 

Day trading costs a lot more time and the reward is mostly smaller as 

in longer trades. But Daytrader trying to do a bunch of trades during 

one day, this is what makes day trading so rewarding. 

What is Swing trading?  

Well I think you can already assume, a swing trade does not 

necessarily end during one day. You open a position and close it after 

few days/weeks/months, it depends on your own target and how the 

trade performs. 

This method costs less time and the profit from one trade can be huge, 

if you do it right. But you capital is long time invested and cannot be 

used for other trades during that time of course. But you need a good 

position, otherwise the big profit can be turned into a big loss.  

Most Swingtrader are betting more on long positions (uptrend) instead 

of short positions (downtrend) and Daytrader are betting not 

necessarily for one specific side. But this is not a rule, it depends more 

on the current economy. Over the long term, stocks are climbing more 

as they will fall. Considered there is no miss management in the 

company where you are invested. 
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I will explain later more about short and long and the rules related to 

that kind of positions, or you can visit my website to get there more 

education material. 

But which technic should you pick to start with trading? 

I propose swing trading for beginners, it is less time exposure and you 

can more investigate the price action, the chart and the company itself 

before you execute your trade. This will help you to get a feeling for 

the market. 

Besides mentioned, there is also some tax difference between day 

trading and swing trading. But due the reason I live in Germany I can 

only explain them in detail for my country, for the US it is a bit 

different and you have to inform yourself. 

I will not contain tax in this book, but you can ask me on TradingView 

or write me an Email if I should explain it more for German tax payers. 

There are also some tips about taxes I can give you, but if your profit 

is still small you don´t have to think about that point right now.  

Right now it is enough if you understand, you have to pay taxes for 

your profits, but you can deduct them with your losses and also with 

your payed fee. It is always important to collect all your data of every 

year, to have all costs, profits and losses collected. 
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Chapter 2: Reading chart basics 
 

After clarifying what trader you probably want or should to be, it is 

time to learn some basics about the technical part about trading and 

how to read charts and price action. 

There are so much possibilities and indicators you can use, some are 

more efficient some are less. 

My personal chose in indicators are more basic. I think it is more 

important to handle the basic indicators in the right way as to use 

some rocket science indicators which you probably don´t understand. 

You need also to learn, to keep your chart clean. There is no need to 

work with 9 different indicators on your chart, which probably say 

almost the same or give you a bunch of different signals. 

Work with around four indicators on your chart, it´s more than enough 

and you can watch the price actions even better. 

I will go deeper into indicators in the next chapter, or you can also visit 

my website www.tradeandgrow.com and visit the Education page, to 

read more about indicators and other useful stuff.  

But in this chapter I will mention the common basics in reading charts, 

if you are an experienced trader, you can skip this chapter of course. 

 

 

 

 

http://www.tradeandgrow.com/
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Let´s talk about basics. In the first step I want to show you a basic 

chart without any special indicators: 

 

Not much information right? Wrong! There are already so much 

information in this pictures, you won´t believe. 

First we see the price action, over a specific time frame in a specific 

price range. The price is shown in candle sticks, this will show you 

when a price is starting to trend in one direction, red down, green up, 

but later more about candlesticks. 
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In the next step we can identify some common bounce points. For 

this we will take a look again on the chart and mark the points where 

the price rebounded: 

 

This lower level can show us where the price could bounce again in the 

future and is called support. 

It is helpful to check the chart on different time frames to identify the 

strongest supports. That´s why we take a look on a bigger time 

frame on the same chart in the next page. 
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The yellow box represents the previous picture, but the chart is shown 

in a bigger time frame. 

We can see the rebound happened already quite often, the price 

bounced on the same price levels. So we identified the supports (blue 

lines). 

Of course, as you can see, the price can bounce in both directions. If 

the price hits the upper blue line there is a possibility to bounce back 

down, this is called resistance. 

If the price breaks a resistance line, the line will be our new support 

now. If this is happening we call that breakout, in opposite, if we 

break the support it will become the new resistance. 

So we identified already some possible price actions and our support 

and resistance lines. 

Now let´s take a look at the overall trend (red line): 
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We see in the yellow square, we came from a sideways trend and run 

into an uptrend. The most of the time prices are running sideways and 

we want to catch the next run of course.  

If a significant trend is starting, it offers a good opportunity to catch 

the trend or to wait until the trend will reverse and bet on a 

downtrend. A trend reversal can be confirmed if the price will not 

bounce on our red trend line, rather break this line. 

But later we will talk more how to identify trends and reversals. 
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If we make the time frame even bigger we see as well, the previous 

trend was similar and quite stronger: 

 

So now we identified our support and resistance, the overall trend, the 

price action, how it performed in the last trends and also the time 

frame we are probably looking at.  

The time frame in the pictures I showed you, started from 3 months 

until 1.5 years, also a good overview how strong the trend is. 

So we have already quite much information to make a suggestion 

where we could open a position, and we didn´t even used one special 

indicator. 

This is the reason why it is so important to learn how to read charts 

but for now we want only understand the basics! 
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Chapter 5: How to choose a broker 
 

A good broker is one of the most important tools you need, to do your 

work in this business. There are so much brokers available and I used 

many of them during my career. I identified what I really need and 

how I have to evaluate them, I want to mention on what you should 

take a look. 

Now let´s take a look at what we need and why: 

Fee 

Like I mentioned it earlier, you pay fee for a lot of things in 

your broker. Transaction fee for entering a position, stock 

exchange fee for using a specific stock exchange, fee for 

borrowing shares to short the stock, some brokers wants an 

extra fee for holding positions over night, fee for the margin 

you use, subscriptions for news and real time data, did I forgot 

one?  

 

However the price of fees are very important and I recommend 

to start trading with a cheap broker. So compare this fees with 

different brokers. 

Of course behind higher fees there are mostly better service 

hided. As a beginner, you don´t need the best service to get a 

feeling for the market and trading. 

As a more experienced trader, there is a bigger need for a good 

service.  

 

For example better spreads or faster server to execute your 

trades.  
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The customer support is not necessarily connected to the fees 

itself, I had really cheap brokers in the beginning as well and 

with awesome support. 

 

Shorting allowed? 

Some brokers don´t allow to borrow shares for shorting, this 

can feel pretty limited. But it depends on your own strategy, 

maybe you won´t short and enter only long positions. 

 

Anyway, as a beginner you don´t need necessarily the 

opportunity to short. Shorting has other requirements and your 

loss can be even bigger as in long positions. For new traders I 

recommend to avoid shorting during your first steps. 

 

For experienced traders is this options almost mandatory. 

Shorting does open a lot of opportunities and is recommended 

if you know what you are doing.  

Keep in mind to check the fee´s for shorting for your dedicated 

broker and the requirements you have to fully fill 

 

Margin and Cash accounts 

In the next step you have to decide what type of account you 

need. Every Broker allow only shorting for margin accounts not 

for cash accounts. But what is the difference? 
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 Cash account 

 

Cash accounts are available in almost every broker and is 

totally fine at the beginning. It means that you can only 

invest the amount of money you have deposited on your 

account.  

 

You don’t get an extra leverage and you can´t lose more as 

your own invested money. A cash account has only the 

possibility to enter long positions and if the Broker is located 

where the PDT rule applies, your money needs 3 days to 

settle after you closed your position (I will explain later 

more what the PDT rule exactly is). 

 

 Margin account 

 

Margin accounts allows you to invest your own money 

inclusive a specific amount of extra leverage. This will 

increase your possible profit but also your possible loss. You 

can lose much more as your own invested money. 

Anyway, every broker has a security rule where the position 

will be closed if your loss is increasing too much. 

 

For margin accounts you need $25.000 on your account, if 

your broker is located where the PDT rule applies. 

Shorting is possible with margin accounts and your money 

is immediately available after closing your position. 
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Pre- and Afterhours 

As I mentioned earlier, different broker´s will have different pre 

- and afterhours. The hours where it is allowed to buy and sell 

shares outside of the official opening time of the market. 

 

Depending your own time management where you normal 

trade time will probably be, could be the pre - and afterhours 

more or less important for you. 

Check for your own, which time your dedicated broker allows to 

start trading. 

 

Customer support 

Small but efficient point, the customer support. Definitely a 

criteria you have to consider. 

 

Charting tools 

Tools to draw in your chart is very important, for charting to 

identify your entries and exits of course, also a KO-Criteria. But 

there are some work arounds you can use, if your tools in your 

broker are limited. 

 

For example, Tradingview offers excellent charting tools and 

can be connected with a lot of brokers as well. 

 

By the way, if you are using Interactive broker, there is an 

option where you can connect IB with Tradingview. 
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Device possibilities  

Maybe you think you need only your smartphone for trading. 

Well, if you think this way, I can tell you – this is not enough. 

 

On the smartphone you cannot check different ticker and watch 

all important information simultaneously you need for trading.  

Also a good chart analysis is not possible on the smartphone, 

you have to check different time frames, the pattern and your 

indicators to do a good technical analysis. 

 

I can highly recommend to check the desktop version and 

ignore a smartphone version. Smartphone makes only sense for 

checking your positions or to have the possibility to react fast if 

you are not at home and if you did already your analysis and 

know where you want to exit/enter. 

 

Day – or Swing trading 

This point is more or less also a KO-Criteria, if you do swing 

trades you have much less frequently trades. You don´t have 

to think as much about your fee´s for buying as for the fee´s 

for holding positions overnight, for example. 

 

You also don´t need some extra market screener most of the 

time, your needed tools are much less overall. Of course some 

tools are still important, like an alert system for example or 

different order possibilities. 
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Day trading requires high frequently trades each day, there is a 

lot of fee in the end of the day and in this case you have to 

check the fee´s with a different eye as the Swingtrader. 

 

As Daytrader you have to check out the available tools in your 

broker more in detail. 

 

Paper trading 

Paper trading accounts can help you a lot to get a feeling for 

the market and how the tools of your broker work. 

 

With paper trading is meaning you are not working with your 

capital, you have only a simulated account with “fake” money 

to trade. 

It is only a simulated account and will not contain any real 

profit or loss. That´s why it is excellent for beginners to start 

with a paper trading account instead with a real account. 

 

But also for experienced traders could be a paper trading 

account worth. You could test a new strategy or a new tool, for 

example. 

 

Unfortunately not every broker offers a paper trading account, 

that´s why you have to check it before if your dedicated broker 

offers that option, which is highly recommended. 
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Where do you live 

Small but important point, some brokers has requirements 

where you have to be stated to open an account. Check this 

point before you consider one specific broker. 

 

Asset you want to trade 

An asset is the kind of subject/characteristic/types you can 

buy/sell on the market. 

You have to decide for your own which asset you want to 

trade. 

There are a lot of possibilities out there you can trade as 

Daytrader and Swingtrader. 

 

Fast excurse about assets 

 Stocks or equities – Equities are shares of ownership 

issued by publicly traded companies. They are traded on 

stock exchanges such as the NYSE or NASDAQ. You can 

potentially profit from equities either through a rise in the 

share price or by receiving dividends. 

 

 Exchange traded funds – An exchange traded fund (ETF) 

is a type of security that tracks an index, sector, 

commodity, or other asset, but which can be purchased or 

sold on a stock exchange the same as a regular stock.  

 

An ETF can be structured to track anything from the price 

of an individual commodity to a large and diverse collection 

of securities. 
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 Bonds or other fixed-income investments – Fixed 

income investments are investments in debt securities that 

pay a rate of return in the form of interest. Such 

investments are generally considered less risky than 

investing in equities or other asset classes. 

 

 Forex, futures and derivate – This category includes 

futures contracts, spot and forward foreign exchange, 

options, and an expanding array of financial derivatives. 

Derivatives are financial instruments that are based on, or 

derived from, an underlying asset. For example, stock 

options are a derivative of stocks. 

 

 Cryptocurrency – There are various crypto asset types in 

the market. They are commonly known as cryptocurrencies 

such as Litecoin, Ripple, Bitcoin, and Ethereum. With crypto 

assets, you will need to use cryptographic techniques to 

access digital assets. It will act as a medium of exchange 

for all financial transactions. A simpler way to understand a 

crypto asset is that they are digital assets. 

 

 Contract of differences – A contract for differences 

(CFD) is an arrangement made in financial derivatives 

trading where the differences in the settlement between the 

open and closing trade prices are cash settled. There is no 

delivery of physical goods or securities with CFDs. 
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This are only the most common assets overall, in trading 

business. Keep in mind each asset has different requirements 

and different behavior how they perform or react in the market. 

 

Not every broker allow to trade the same assets, that´s why 

you have to check it before. 

 

Excurse end 

 

Order possibilities 

Now one of the most important topics, the order possibilities. 

As a beginner in this business you probably don´t know the 

huge amount of different order types.  

Some broker has so much order types, this could be confusing 

for beginners. Even I don´t have to use them all, I think some 

are not necessary. 

But I will mention the most common order types anyway in the 

next capture, to give you a deep understanding how to execute 

your trades. 

 

For beginner I suggest again to use only the most simple order 

types, to avoid mistakes or misunderstanding. As an experience 

trader you probably want to use some additional order types in 

the future. 
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Level 2 data 

Level 2 data, or also called deep book data, provides you much 

more information of the market and the current stock you 

watching.  

The scope of the bid and ask is deeper, you can see directly 

how much of shares are sold or bought currently and for which 

price, perfect to watch the price action. 

This deep insight shows you also the best bid and ask prices as 

a rank, which are right now available in the market.  

The book also offers to see the current market maker, a firm or 

individual who actively quotes two sided markets in the stock. 

This means that they are required to buy when nobody else is 

buying and sell when nobody else is selling. 

Do you need level 2 data?  

Well, I use them often, but it depends on your trading strategy. 

I did the experience that you can afford this option if your 

broker is providing it, but you don´t need them essentially. 

 

Trading directly from the chart 

This option I recommend, it is very comfortable and valuable to 

click directly in the chart to enter or exit a position. Some 

brokers offers both options, to trade directly from the chart or 

to have an extra order panel beside, but both options are 

usable for day trading or swing trading. 

 

https://www.investopedia.com/terms/t/two-sidedmarket.asp
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Trade automation 

Last point about brokers, the trade automation is an option to 

program an algorithm to let your broker automatically do your 

trades for you. I personally don´t use that option, sounds 

interesting but I want to have full control about my trades and 

I recommend that you too. 
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Chapter 14: Due diligence 
 

Finally we have now enough knowledge to do a due diligence (DD) to 

investigate and evaluate the potential of our investment. There are 

different scopes and types of due diligence you can do, but I will 

concentrate on the key points you should now to do a DD for your own 

long term investments. 

Daytrader often don´t use a due diligence to determine an investment 

but it is helpful anyway and may be you are interested to day trade 

and simultaneously invest on a longer term. 

Be careful, many people collect some news and declare this a DD, but 

this does not contain all points you need for an investment 

decision! 

Beside news, you need financial data, current economy standing, 

potential risks and a look into the future of the sector and the company 

itself. This information we will simply collect and evaluate, to become a 

result and future look in the end.  

You can also request a due diligence over my website 

www.tradeandgrow.com, if you need a DD and don´t want to do by 

yourself. 

But I will describe you now, on the next pages, the key points for a 

due diligence, to get a feeling for a company you want to invest and to 

determine if an investment is worth. 

Company size 

First things first, we want to know how big is the company we want 

to invest. This is pretty easy to check, if you remember, the market 

capitalization is giving us a good over look of the size of the company.  

http://www.tradeandgrow.com/
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Check also the size of other companies of the same sector, to get an 

overview of the size, the company has, compared with others. Also the 

number of employers is helpful to compare. 

The size of the market capitalization tells you as well, how volatile the 

share price could be. Small cap companies are often placed in small 

sectors and shows much more volatility as large cap companies in 

huge sectors. 

 

Fundamental trends 

We want to know how the fundamentals are performing the last 

three years. The numbers we want are the P/E ratio or the P/S ratio to 

investigate the growing and if the price is currently may be 

undervalued or overvalued. In the next step we calculate the return of 

equity (ROE) and the earnings per share, to see the profitability of the 

company. 

This numbers should be compared with the last three years to 

determine the trend the numbers has and also with competitors. 

 

Share price and technical 

The share price itself is giving us also overview how the company was 

performing in the past. If the stock price growing each year? 

Falling? Or very volatile? 

Very volatile stocks are hard to predict, or almost impossible, but a 

healthy growing share price reflects a healthy and solid growing trend. 

We can use a technical chart analysis in a due diligence as well, but on 

a bigger time frame of course. The rules are the same, but keep in 

mind news or other happenings could rapidly change the chart pattern. 
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News 

After the fundamentals we want to see the newest press releases 

and other important news the management released. Use the 

internet and the website of the company to read and collect this news.  

Is there soon a new product coming or a fusion with another 

company? Is the management changing? How often is the 

management changing? Any new plants are in build? Which 

investments the company is doing? Is the company losing employers?  

There are a lot of information you can collect and maybe one of the 

most time consuming steps in a due diligence. But it is worth and you 

will get automatically a good overview for future trends. 

Keep in mind a good press release doesn´t mean automatically a 

growing trend, this can only tell us the time. 

 

Sector 

The next step is more related to the sector and location where the 

company is located. If we want to invest in a company which is 

located in an unstable country for example, an investment is may be 

also more risky. 

Also the sector is very important. Is the company mining coal or 

uranium? Is the demand of this materials growing or is there a risk 

that some of this materials will be replaced with different technology?  

All this questions are important to determine if the investment is 

worth. To answer this questions you should check other indexes on the 

market, different news and the economy itself. 
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Ownership and Management 

We want to know more about the management. The top management 

is mentioned on the website of the company or on different sources 

from the internet.  

Check the persons vita, are they experienced? Are they young or old? 

Maybe there are the founders? For example if the founders are still 

running the management, it is a healthy indicator.  

But also the decisions of the management of the past has to be 

checked and the result of that. For this, you can use different sources 

in the internet or the company website, but also some broker provide 

such information.  

Each management is doing some bad and good decisions, but it is 

important to find out whether they learn from mistakes or whether 

they make the same miss decisions. 

 

Shareholders 

One additional point I would consider now is to investigate other 

investors. Are there big investors invested? This could be a good sign 

if big players are believe in the company as well.  

Also important to know, how much of the founders or people of the 

management are invested in the own company. If they hold a lot of 

shares of the own company they have much more decision power and 

they are more interested in an increasing share price. 
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Stock dilution 

Stock dilution means decreasing the value of a share due to an 

increase in the number of shares. So the company is issuing more 

shares and the existing shares will be less valuable and the already 

invested investors hold less parts of the company. 

A company is doing this to receive more capital to work with. So in 

short term most investors dislike stock dilution, due the reason the 

ownership is decreasing but in a long term this could offer new 

opportunities. 

So check if there is already information about an upcoming stock 

dilution (this progress takes really long) or is there already happening 

a stock dilution. 

 

Risks 

Now we can determine the risk of our investment. Is the 

management doing wrong decisions? Is there a high possibility of a 

stock dilution? Is the sector growing or shrinking? Do we have bad 

news? Is the company eco-friendly? 

All this information have you already collected and has to be evaluated 

with a clear mind set now. 

 

Competitors 

After we calculated the fundamentals, news, technical and the future 

outlook, we should consider to compare all this information with 

competitors to investigate if our chosen company can compete with 

others. It is not unusual, that you are going to decide for a better 

competitor at this step. 
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Investment strategy 

If you decide to invest in the company, it is now the time to plan your 

strategy how and when we want to invest.  

Ask yourself what is the time frame you want to invest, 1 year, 6 

months, 4 years? Is now the best price to step into the market? 

Maybe you add slowly your capital, for example you can buy each 

week/month or each pullback some shares until you reached your 

desired amount of shares. 

 

Result 

Overall, in the end we have to accept there is now perfect entry or 

guaranteed succeed of an investment. But you are able now to 

evaluate the future of a company and with a solid due diligence you 

are perfect prepared for every move the company is doing. 

The saying “know your investment” has to be a sentence which can 

be easily answered from you now.  

This is important because, if you have all information you will be less 

nervous if the market is first not moving in your desired direction and 

you have overall more control.  

 

 



Chapter 14: Due diligence 

 

 

28 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

DETAILED BOOK FOR BEGINNER AND EXPERIENCED TRADERS TO TRAIN 

THE FIRST AND FURTHER STEPS IN TRADING BUSINESS ON THE STOCK 

MARKET. 

 

START LEARNING FROM EXPERIENCE 

 

 

 

 

 

SASCHA FRIESE 

TRADEANDGROW 

www.tradeandgrow.com 

 
 

© 2021 TRADEANDGROW. ALL RIGHTS RESERVED. 
 

PARTS OF THIS BOOK ARE NOT ALLOWED TO REPRODUCE OR COPIED IN ANY FORM 

WITHOUT THE WRITTEN PERMISSION OF THE AUTHOR. 
 

 

 

http://www.tradeandgrow.com/

