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Want a better retirement?
Beef up your income.
Here’s one way…
markets for profit. Even more useful is an
ability to put emotion aside and instead
make decisions based on research and
probability.
If you’re organised, willing to learn new
skills, and ready to spend some time doing
the required analysis, FX trading can add
another income stream to your existing
vocation, and potentially become a way for
you to earn money and stay occupied in
retirement.
But it’s not as easy as just opening an
account with a FX dealer and taking a punt
on which way the Australian dollar will
move today. You may already have some
trading experience, but the FX markets are a
different kettle from trading shares.

Why currencies?
Why foreign exchange? Three basic reasons –
it’s comparatively cheap to trade, the
markets are open all the time (except at
weekends) and it’s the most active financial
market in the world.

Look at the returns available on cash or bank
deposits and you wonder how your wealth
will ever grow. Then check the 11% drop in
the share market in the first half of this year
and realise your share investments are going
backwards. Property, the only other main
alternative, is a smorgasbord of variable
quality and returns.
That makes working towards retirement
harder than ever – even with tax breaks for
the money you sock away into super. But
what if there was a way to use the skills
you’ve built up in your working career to
earn income from a new source?
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There are times when you can’t trade in
shares because no one wants to sell, or
buyers can’t be found. That almost never
happens often in FX – the only possible
exception being first thing Monday when
only the Australian and New Zealand banks
are open and fully participating. As Asian
banks open for business, trading activity gets
back to normal.
That all adds up to opportunity. Currencies
not only tend to move quite rapidly from
time to time, offering good gains to traders,
but they also tend to move as signalled by
their chart patterns.
Chart patterns should work in any market, if
used correctly, but in the foreign exchange
market, where the major banks are among
the big players are, chart patterns tend to be
more reliable indicators of the market’s next
probable move.

With additional income, your retirement
plans can be more fully funded because
some or all of the extra amount you earn can
be funnelled into your SMSF, where its
earnings will have a tax advantage.

Becoming an FX trader

If you have business experience, some of
your existing skills will slot right into
trading the foreign exchange (FX) markets.
Record and account keeping, analytical skills
and a head for numbers are extremely useful
when it comes to trading in the currency

No one can skip any of the steps to becoming
a successful trader and hope to make a living
from trading foreign exchange. Very few of
those who start out actually complete the
process, partly because it takes some time
and effort and partly because many are
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e don’t sell platforms, brokerage or any new
whizz bang system. We teach you unique
strategies and how to trade the Forex markets in a
live and immersive environment. Find out why our
graduates are generating huge profits using these
strategies in just 60 minutes a day.

A

ttend our free workshop where you will learn
everything you need to know about the trading
profession. Meet our team of professional traders that
will educate you on the latest market news, strategies
and technology that has helped thousands of
Australians take control of their finances.

The best trader is the educated trader.
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Knowledge To Action Pty Ltd (ACN:138178542, AFSL:339557) provides general information and educational content only. This is not personal
advice and no individual needs or circumstances have been considered, nor is this an offer to buy/sell financial products. Financial products are
complex and entail risk of loss. You should always obtain professional advice to ensure trading or investing in such products is suitable for your
circumstances. Ensure you obtain, read and understand any applicable offer document.
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confronted by the challenge of surprisingly
powerful emotions that can arise when
trading.
Emotional upheaval, whether it’s the
euphoria of winning or the devastation of a
loss, diverts traders from the primary goals
of capital preservation and risk
management, both of which are essential to
good trading. Good trading is trading that
makes a positive return over the long term,
better than can be earned elsewhere.

No one can skip any of the steps to becoming a
successful trader and hope to make a living from
trading foreign exchange.
Step 1 Overcome the resistance to learning
what you need to learn. The reason so many
traders don’t succeed is that they can’t wait
to start trading and so go about it in an
undisciplined way. They risk too much on
individual trades. They don’t use stop-loss
orders, or move them at the last minute.
They can’t bear to admit they’re wrong by
closing a trade at a loss. They throw money
away on obviously bad trades just to be in
the market. That’s not so bad if it’s a small
account set up for practice, but it will never
lead to successful trading.
You’ll need to learn about currencies
themselves and what influences exchange
rates. You need to know about technical
analysis, or the study of price and volume as
it unfolds in daily trading patterns. And
you’ll need to have and follow a set of riskmanagement rules that define how you use
stop-loss orders and determine how much
cash you will devote to each trading
position.

Step 2 Set down your trading goals. Your
written business plan sets out a financial
target you want to reach or a return on
investment you hope to achieve. It sets out
which currency markets you will trade.
Step 3 Develop a risk-management system,
or adopt one that is known to work. Risk
management involves the use of position
sizing and stop-loss orders to ensure than no
more than 1% of your trading capital is at
risk on any trade, to exit losing trades before
losses mount, and to protect unrealised gains
on winning trades.
Step 4 Having studied technical analysis,
decide what strategies, chart patterns,
technical indicators and other tools of
analysis you will use to decide entry and exit
points when trading. This critical phase
involves rigorous application of technical
analysis to the markets as you begin to trade
on a practice account, taking careful note of
what works and testing the performance of
your strategies and indicators on past data to
ensure their reliability. The key point is that
you need a system that gives you a high
enough proportion of winning trades to
ensure overall profitability. This can be done
successfully even with a system that gives
winning trades only half the time.
Step 5 Constantly keep careful records of all
trades, the analysis on which they were
based, your ratio of wining to losing trades,
your ratio of dollars won to dollars lost, and
in each instance whether the trade was
correct (followed your trading rules
developed in steps 3 and 4 to the letter).
Monitoring and recognising mistakes
minimises their impact on future trades.
That’s it, although it’s a mouthful. Beginner
traders can expect to take months or years to
reach the point of consistently successful
trading by working on their own, but you
can speed the process up with help from
experienced mentors willing to part with
their knowledge gained through experience
to keep you from the obvious mistakes. And
although such guides are useful, experience
is the only true teacher.
The alternative to putting in the work
needed to get there is very likely to be a long
string of losses, punctuated by the occasional
win, and accompanied by the real danger of
becoming habituated to trading for its own
sake – which is really the thrill of the win
and the pang of loss, though many
rationalisations will come to mind.
On the other hand, many traders find the
whole process of learning to trade and then
becoming successful a fully engaging and
fascinating one. Not to mention the extra
income and a possible source of additional
funds in retirement.
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