Software Tools and Guide for Trading as a Business.
Everyone is always looking for an “edge” in life. Trading stocks or options is no different. All we strive for is a way, a means, to get an advantage, to become the casino. We just want to be in a position where we know the odds of success are leaning in our favor. Casinos know over time they will win more money than they lose. It’s only gambling if you’re on the other end of that transaction. 

As a trader we need to have some specific tools in out toolkit in order to be well equipped to stack these odds in our favor (become the casino…not the consumer). These tools for traders are primarily made up of mathematical formulas. Historical volatility vs. current implied volatility. Standard deviations. Probabilities of movement. Position sizing and cash management. Risk vs. Reward. Profit and loss ranges. Etc.
For most of us non geniuses it is simply impossible and way too time consuming to calculate all this necessary data manually. This is where software and spread sheets come into the picture.

While this resource report is not meant to be an all inclusive list of all the software tools you will need or use over your trading career it is sufficient to get you started and up and running. Also, please understand that I have structured this list in a manner that not only directs you to sources that can provide you with these tools but I have made a painstaking effort to show you how to acquire these tools with the least amount of cost possible! It is quite easy to very quickly be in a position where you have spent $10,000 dollars in software and be on the hook for $3000 dollars a year in data feed charges and annual licensing fees. I have been there and done that. If I could recoup half the money I’ve personally spent on software and data feeds over the last 20 years I would have enough to buy a nice car! In this report I will show you two things:
1. I will detail for you the 12 different tools you’re going to need to not be flying blind or trading at a disadvantage to the professionals. (hold the Ctrl button down and click you mouse on the images to get the links)
2. Possibly more important are the sources I will give you to go out and find these tools. I will show you the tools I personally use and one of the primary reasons that I use them is not only because they are required “tools of the trade” but also…I’m going to show you have to acquire these tools for a total approx. one time investment cost of around $180 dollars. Changing the way I access these tools has saved me approx. $3000 dollars a year in software costs. My goal is to pass this knowledge on to you.
This first instruction I will give you is to download and save this booklet to your hard drive. Printing it will dilute its value because I am going to provide you a dozen or so embedded links of where to go to get all these tools. Just click the highlighted links to go to the websites…it’s that easy.

O.K. let’s start by providing a brief overview and explanation of these tools, more importantly what they do, why you need them and how you will use them. Then I will provide you a resource list of where to go to get these tools. Keep in mind these are tools that I personally use. I have spent years researching which tools do their respective jobs the best and how I could get them without all the typical cost associated with them. If you run a Google search of many of these software tools you will find many, many websites that will charge you $50-$350 dollars a month to access these tools on their websites and you never own the software, i.e. your paying for the rest of your life. These links can eliminate that expense for you.
Tool #1: Software “Command Center”. This is your home base. It’s what you will be working in on a regular basis. It also serves as an aggregator, allowing you one place to go to for stock quotes, charts, fundamental data retrieval, options chains, news feeds and portfolio monitoring. There are half a dozen well known software platforms that provide this. MetaStock, Optionvue, ESignal are just a few. The one I use and find to be the most cost effective is the Machtrader software you all currently have from this class. For more information on this software click the box below
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Tool #2: Risk/Reward calculator. For every trade that you make you must know before you execute it what your “profit range” is. This is how high and how low a stock can move before you hit your break-even point. It will also tell you how much your potential profit is in relation to how much money you are putting at risk. I like this metric to be anywhere from 3 to 1 up to 5 to 1 ratio. (In other words I love trades where I am only risking $1,000 dollars of my investment in order to have a $5,000 dollar potential profit.) This tool is also available in your Machtrader Software platform.

Tool #3: Screens/Filters. There are approx. 15,000 different stocks and ETF’s trading on the major exchanges. Depending on your setup and trading strategy only 5-80 of them may be in a position to trade on any given day. The only way to find those needles in the haystack is with a screening of filtering software that can take whatever trading strategy you choose and go out and find which of those 15,000 stocks or ETF’s meet your qualifying criteria. The Machtrader software will also do this will its Seeker function.
Tool #4: The trading journal. You MUST track your trades in order to be successful. “Sensory Acuity” is powerful. It is the science of analyzing your trades to build on your strengths and eliminate your weaknesses
There is a specific process that you will go through (illustrated in the chart below)
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Once again, if you Google the phrase “Stock trading journal” you will get more searches than you have time to visit. Some are even free. It has been my experience in life that sometimes you really do get what you pay for. Trading journals are a good example of this. The trading journal I use is $47 dollars onetime cost just for the stock trading journal, if you are trading options you will also need the options trading journal (one for stocks, one for options). There is a discount if you get both. Total cost is $79.90. This is, in my opinion, the best $79.90 you will ever invest in your business. The reason not only lies in the fact that this is hands down the best trading journal I’ve ever seen but also in the fact that you get two other essential trading tools with this trading journal for free! 

I’ll reference these two tools in a moment but suffice it to say, you could spend over $700 dollars with other software providers for the same tools you get for free here. Also, Greg (the inventor and creator of this Journal is a trader and provides great customer support).
Ordering the trading journal is a little confusing. You will be first asked what version of Excel spreadsheet software you have on your computer. Next you will need to choose which Trading Journals you want. You will want the stock and the options versions (two separate spreadsheets)

To review this software and get it downloaded go right here:



Tool #5: Position sizing calculator. All and I mean all of your success will rest squarely on the shoulders of position sizing. Some traders call this cash management. There are many ways and many definitions of position sizing but in essence it is the mathematical approach to deciding how many positions you should have open at any one time and what percentage of your portfolio you should put into any one trade.
If you’d like to know more than you ever thought you’d want to about position sizing you can download an academic study on it right here.

One of the great values of the trading journal link I provided above is that it comes with one of the best position sizing calculators and it is included FREE! This is one of the reasons why I believe it’s such a great value.
Tool #6: Maximum drawdown calculator. Imagine this. You have 30 positions open in your portfolio. You think you are diversified and you think you are protected but are you? What would happen if the market dropped 5% in a day? How would that affect each of your individual positions based on their own volatility relative to the overall market?
Would your account lose $300 dollars or $30,000 dollars? How do you know? That’s what a maximum drawdown calculator can tell you and it’s a tool that you will want, need and use every month. There are websites you can subscribe to that will charge a monthly subscription just to get access to tools like this. You get it free with the above mentioned trading journal as well! 

Tool #7: Covered Call trading calculator.  One of the most straight forward, easiest to understand “combination trades” that most novice traders start with is the covered call trade. While it is a fairly straightforward trade to understand, please remember that simple and easy are not synonyms.  Sometimes the easier the concept the more mistakes are made. One of the best tools I’ve found that I use to help structure covered call trades is a little calculator program you can download from the banner right here.


Tool #8: Probability Calculator. Here’s a real big one! Think about what you need to know to do this as a business. Don’t you need to know what the probability of a trade working out is BEFORE you ever make the trade? Of course that’s easier said than done but with a mathematical formula using historical volatility vs. current implied volatility and factoring beta and standard deviations one can come up with probabilities. Let me say right here and now, I don’t understand the math and don’t care to! There are calculators that will give you this information. Most of these are subscriber based accessibility which simply means that you are once again back in a situation where you are paying a monthly fee to get access to this calculator. There is a way to get this for FREE along with another couple nice bonuses.
I would recommend you look at opening a brokerage account with the firm Optionshouse. Now, it’s important to understand that I am not recommending you use them to trade with. You do your own research and trade with whomever you choose but, even if you never trade with Optionshouse they can be a very valuable tool for you because of three nice side benefits. Firstly, you can open an account with Optionshouse for free. It won’t cost you a dime, just your time to fill out the forms. Once you do have your account open you will now have access to a probability calculator for FREE! No reason to ever pay for this again.
Second, Optionshouse gives you free access to a software program called Maxit tax management. With the push of one button it will grab all your trades and calculate your profits and losses drop them all into a schedule D and you’ll just need to slip it into your 1040 taxes each year. Calculating your profits and losses can’t get any easier than this. Lots of places will try to charge you for this service and again, it’s FREE with an Optionshouse account. Lastly, when you open your new account with them if you put in the special code FREE100 they will give you 100 trades for FREE! That’s $295 dollars right in your pocket! (Your welcome)


Tool #9: Level II trading quote screen. One tool you will want to be using as you make your trades is what’s called a level II quote screen. Level II quote screens are a “behind the scenes” look at what’s going on with a particular stock. It shows you exactly what the market maker for that stock is seeing. Every trade, every buy and sell with that particular stock is shown to you. Many places will charge you big bucks to get this quote screen but you can get if for FREE right here.



Tool #10 Trader Analyzer: The trader analyzer. This software is a little bit of an overlap with some of the above mentioned tools but I love this tool. It ranks right at the top of everything I use to trade with. You can research is right here. If you see what this software can do for you and don’t think it’s worth having your just shooting yourself in the foot.


Tool #11 Wall Street Survivor: One of the keys to getting up to speed as quickly as possible is virtual trading, sometimes called “paper trading”. It’s simply the process of make real trades with real stocks in the real stock market but not using real money. These are practice trades! Generally speaking I tell new traders to do 50 practice trades when you are learning a new strategy before you do a real trade. If you go to the link below you can sign up for a FREE virtual trading account.



Trading tool #12: Risk Graphing software “Trade adjustments” is a phrase you will become very familiar with. You know the old saying…”The best laid plans of mice and men” well, sometimes, even when we do everything right trades still go against us. This is when we need to start looking at “repair strategies” and “trade adjustments”. With proper knowledge we can go into a losing trade and turn it into a winning trade through a process called delta hedging. If you’d like a primer on delta hedging click right here to download a study. While this piece of software is one of the most important, it can also be one of your most expensive! $699 dollars is generally a great price to get a software program that can do Delta hedging calculations and produce risk graphs. I know because I’ve paid that in the past! Here is a link where you can get all that for under $60 dollars.


Summary of download links:

1. Machtrader Software (risk/reward, filter/screens tools included)
2. Trading Journal (with position sizing and max. drawdown calc.)

3. Covered call calc.
4. Probability calc.
5. Level II quote screen
6. The Trade Analyzer
7. Wall Street Survivor
8. Risk Graphing software
There you have it. With the 8 downloads listed above you will not only have most of the tools you’ll ever need but you’ll do it with less than $180 out of pocket and save $3000 + a year in fees!
Good trading

Scott Stewart
