
THE 10 
COMMANDMENTS  

OF TRADING



Today I want to share something with you that’ll take our Weekly Wealth Alert trading system to the next level.

I call it my 10 Commandments of Trading. And together these trading tips will give you a good idea of what I’m 
looking at to maximize our profit potential and cut our risk.

In short, the WPI indicator is doing EXACTLY what I want it to do, and I am very excited for what is to come.

Remember, the WPI indicator lets us know when BIG moves are about to take place...

And by pairing this indicator with technical analysis and my expert trading skillset, we put the math on our side for 
winning trades.

So far we’ve booked gains on many of our trades, but we’ve also seen some downside with a couple plays…

AND THAT’S OK.

Remember, this is a professional system. We put the mathematical odds in our favor to win. There will be losers 
along the way… But overall, we will see a tremendous advantage to “regular” stock investing.

Professional traders have patience. And as your guide in this exciting sector, I’ll continue to keep you in tune to 
trade like a pro. Pros make money in all market conditions. And with my help, I want to get you there too!

Going forward, we will be using these commandments as the basis for our trades.

The 10 Commandments of Trading
1. Always buy contracts in multiples of TWO.

That means… buy two, 10 or 50 contracts! As long as it is an even number. This allows for more money man-
agement options.

2. Always buy the correct amount of time to maximize profit.

I usually buy approximately two weeks of time. This is great for several reasons. First, it means that the weekly options 
are cheap. As pros know, there are only two components to the price of an option: the intrinsic value (how much it’s 
worth compared with the underlying stock) and the time value (the longer the time till expiration, the more expensive 
the option.) So you see, by buying options that are closer to expiration, we’re risking less. And with the power we’ve 
seen from our WPI indicator, these moves can happen quick — so buying cheap options that can move a lot adds up 
to explosive profit potential. Buying two weeks of time — compared with one week — also, gives us more flexibility 
with the play. If an underlying security falls, there is enough time to salvage some premium. And it allows us to capture 
more gains if an underlying stock continues to rally.

3. Always use a limit order for buy orders. 

Never use a market order to buy an option. Always set a maximum price you are willing to pay with a limit order. 
Note: Sell orders may be market orders, especially if we are salvaging our position.
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4. Plan to close positions by noon on Friday of expiration day.

If you hold your position until expiration, you may be forced to purchase the underlying shares. That means if you have 
two call contracts for a specific company, you might have to buy 200 shares on expiration day, depending on your 
brokerage. That’s why it’s important to sell before trading ends on expiration day! This isn’t always a bad thing, but 
with our system, we don’t want to own the stock. If you do end up buying shares, no sweat. Simply sell the shares at the 
market during the next trading session.

5.  Place a mental stop loss at 50% on every option — that means if the position is down 50% on the first Friday, 
be prepared to sell and use that premium toward another trade.

If our option falls to 50%, be prepared to sell on the first Friday. In certain scenarios, such as a near-term earnings call 
or company announcement, we might continue to hold. Remember, I will always send instructions regarding a trade, 
so you will never be in the dark when it’s decision time.

6. If the option gains around 100%, expect to sell HALF.

When we sell half of our position with a 100% return, we completely eliminate risk. That’s because even if the open 
half of our position drops to zero, we haven’t lost a single penny. And if we go up, that’s all icing on the cake. Again, 
I will always send an alert when it is time to sell.

7.  If you sell half for a gain, place a stop loss on the second half of the position at your buy price. 

That means if you bought an option for 50 cents and sold half as it rose to $1.03, sell your remaining position if it drops 
back down to 50 cents. This will prevent any losses on a winning trade and will always guarantee a win. I will be including 
instructions in future alerts on how to set up stop losses. By using this strategy, we will ALWAYS come out ahead.

8. Don’t gamble on daily movements.

While it can be tempting to “wait and see” if a position will go higher, we stick to a trading system for a reason. If our 
thesis does not pan in our favor, we exit. And if we have profits, we take them.

9. Don’t bet the mortgage money here.

Remember, options are volatile. And allocation is important for any winning trader. I recommend using only what you 
can afford to lose for your options portfolio. And once you’ve got that total amount, never risk more than 5% on any 
trade. Imagine your portfolio as a pie cut into 20 slices. Use only one slice per trade. That means if you have $10,000, 
dedicate just $500 for our weekly trades.

10. Plan your trade and trade your plan. Don’t deviate from the system.

You can always drop me a comment at AskAlan@StPaulResearch.com and let me know if you have any suggestions.

Until then, keep your eyes peeled for our Monday alerts.

Yours for weekly profits,

Alan Knuckman 
Editor, Weekly Wealth Alert
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