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Introduction 

Over the last couple years, binary options trading have taken the world by storm. This evolution 

in trading has made trading accessible to everyone. Not to mention that  binary options trading 

is fun, exciting, challenging and (sometimes) profitable.  

Binary options trading is a one or the other choice. However, that choice is reliant upon the basic 

fundamentals of the financial world. This ebook will walk you through trading binary options and 

provide a foundation for you to build upon.   

Binary options are not easy to master.  

Similar to Texas holdem in that it is a simple game to learn but extremely difficult to master. 

Binary options offer the same appeal.  It is simple to trade. Anyone can do it and anyone can win.   

That means anyone can lose, too.   

And plenty of traders do just that (lose). Despite what other websites might say, it is not easy to 

become a long term successful binary options trader.   

The aim of this book is to help you get well educated on the basics and underlying strategies 

that you can use to become successful.   

We provide links to the binary options brokers we trade at, the charting softwares and packages 

we use to do technical analysis, formulas for money management and more ideas that can greatly 

increase your chances of success.   

If you want to create a demo account at two of our recommended brokers so you can practice 

some trades while studying the chapters in the ebook, now is a great time to do so.   

Your FIRST STEPS - Create Demo Accounts Now: 

● Trade Rush- Get $50,000 in a demo account.  Requires a minimum $500 deposit 

● 24Option - Only requires a $200 deposit and your account manager will create a demo 

account for you.   

The above brokers are on our short list of quality places to trade binary options.  You can feel 

safe creating accounts at each of the above brokers.   

It is important to go ahead and create an account with at least one broker so you can practice 

some of the strategies, techniques and ideas presented within this course.

http://option.go2jump.org/SHI4Vc
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Chapter One: What is a Binary Option? 

A binary option is a type of trade that only has two outcomes—a set profit or a set loss. There 

are no semi-profitable trades and no huge trades.  

All profits and losses are acknowledged and agreed upon before the trade is executed.  

Binary options are the most accessible form of trading because of their easy to understand 

structure. You know the exact risks and rewards before placing the trade and there are only two 

options.  Win or lose the trade.   

Before placing a trade you know exactly what you will earn or lose.  

When trading binary options, there are two choices.  The most common type of binary options 

those two choices are either up or down, or the call and the put.  

If you think the price of the asset will go up, you buy a call option. If you think the price will go 

down, you buy a put option.  

There are a few types of binary options variations of the basic up or down choices. But for the 

most part, understanding binary options is really this simple. All binary options have two 

choices, but with some types of binary options those choices can be things like “In or Out” or 

“Touch or No Touch”. 

We will explain the different types of binary options to trade later on in the course.     

Let’s go over the basic process of setting up and executing a binary options trade. 

First, you set the trade up. This means selecting your asset, deciding your expiry time and 

choosing the type of binary option to trade.  Once you select those things you are shown your 

potential return and can decide to push the ‘buy button’. 

   

● You select an asset  

● You decide how long you want your trade to last before (60 seconds to hours usually, yes 

there really are 60 second options at Trade Rush) 

● You decide how much to risk 

● You decide whether the price will go up or down from its current position  

● You are shown your exact risk/return 

● You decide to push the ‘buy’ button and execute the trade 

http://www.bonusbinaryoptions.net/broker/banc-de-binary
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● You watch and wait to see if you win or lose the trade 

● After expiry you collect your returns 

The best part is that you know exactly the risk reward.   

It is not like buying a stock where the magnitude of movement effecs your return, either.  With 

binary options as long as it expires in the money, even by one single pip, then you win.   

By clicking on the buy button that finalizes the trade, you are agreeing to that rate of return. You 

know your risk up front and you know your potential return up front. 

Once the trade is executed, you wait and watch for it to expire.  If you chose assets movement 

correctly you win. If not, you lose.  Anyone can do it, anyone can trade binary options.  

How do Binary Options Work? 

With a binary option, you determine if the price of the underlying asset will go up or down. It 

does not matter how much it goes up or down, just that it goes the way you selected.   

Your return is the same regardless of the magnitude of the asset’s movement.  

Let us repeat - your return is the same regardless of magnitude of movement.  As long as it 

expires in the money you win.   

If the return rate is 70 percent, you are paying $100 to get $170 returned to you in the event that 

your prediction is correct. If you are wrong, in most cases, you will lose all of your $100.  

Some top brokers offer 15% rebates on losing trades, which over the long haul is huge.   

The returns offered by the brokers creates a gap so that the binary options broker can make 

money without having to resort to spreads, commissions, or other fees that traditional financial 

asset brokers charge.  

This ends up being a mixed blessing, but it is out in the open.  The trader has a better 

understanding of what they need to do in order to turn a profit. 

This does create an interesting opportunity for the binary options trader. There are no fees and 

commissions to pay nor are there varying spreads to overcome, allowing the trader to know 

exactly what their risk to reward rate is.  

http://binary.traderush.com/aff_c?offer_id=18&aff_id=55481
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They don’t have to sit on a trade waiting for it to go up just a little more in price in order to 

overcome the deficit that their broker puts them in. They are either profitable on the binary 

options trade, or they lose their money because of an incorrect prediction.  

Binary options, in this respect, have simplified the trading process and in doing so, have given a 

lot of benefits to the serious trader and the recreational trader as well. 

What Can Be Traded? 

Almost any asset can be traded in the binary options marketplace.  

● Publicly traded stocks, like google, ibm, apple, and even facebook. 

● The major indices.  

● Commodities like oil, gold, coffee  are  available with most brokers. 

● Forex pairs like the EUR/USD and most others.  

● If you want to trade something that the broker doesn’t offer, some brokers, such as Trade 

Rush, are even willing to take suggestions as to which assets they are offering.  

It’s important to remember that you are not taking ownership or selling off any actual assets. 

These are merely underlying assets—you are predicting which direction the market will go in 

accordance to these underlying assets.  

You are not buying and selling actual financial instruments, just taking a position for or against 

their movement.  

Stocks and Indices 

Most major U.S. stocks are available to trade as binary options. Apple, Amazon, Google, Coca 

Cola, and many more, are offered by most binary options brokers.  

Remember, though, that binary options do not have to be limited to U.S. stocks. Most good 

brokers will offer European and Asian stocks too. Binary options are a worldwide phenomenon; 

they are not limited to just the United States. 

If you are more into the bigger economic picture, binary options will not disappoint you.  

You can trade the major stock indices from around the world as well. The Dow Jones, the Nikkei 

225, the ASX, and the Nasdaq are just a few of the major indices offered by the best binary 

http://option.go2jump.org/SHI4Vc
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options brokers. Oftentimes, indices are more predictable and reliable than the stocks that 

comprise them, making the trading of an index a lucrative choice.  

Commodities 

Major worldwide commodities such as oil, gold, wheat, corn, and coffee futures all are fair game 

for binary options. Experienced commodity traders will find that binary options are a much 

cheaper and safer way to trade the goods that they are used to because of the fact that there 

are no service or storage fees and you don’t have to actually purchase and become responsible for 

delivery of the commodities you are trading.  

Binary options have done away with this and have simplified the trading process for you, allowing 

you to focus solely on the marketplace and not on logistics. 

Currencies 

Most binary options brokers offer the major four currencies in various pairings. The U.S. dollar, 

the Euro, the British pound sterling, and the Japanese yen account for the majority of the world’s 

Forex trading and as such, are very popular binary options choices. But the top brokers also offer 

lesser traded currencies such as the Swiss franc, the Australian dollar, the Canadian dollar, and 

even more exotic currencies like the New Turkish lira.  

Basically, if there is a demand for a currency to be traded, many brokers will accommodate their 

clients in this way. If you are unsure about moving away from the traditional Forex marketplace 

and instead trading Forex binary options because of a lack of choices, you simply haven’t looked 

at enough binary options brokers. 

Who Should Trade Binary Options? 

The exciting thing about binary option trading is that it is accessible to virtually everyone.  You 

do not have to be a long term seasoned professional to be successful in this marketplace. 

Binary options are not a get rich quick scheme.  

Sure, you can make great returns in 60 seconds but there is a high level of risk involved as well.  

To be successful in the long term you need to manage your bankroll, develop a plan and hone 

your technical analysis skills.   

http://option.go2jump.org/SHI4Vc
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We recommend being wary of the so called ‘get rich’ binary options trading systems.  There are 

so many trading systems out there that claim you can get rich quickly by trading. The majority of 

these get rich trading systems are scams.  

It is truthfully very unlikely that you will get rich quickly off of any of these systems.   Trading in 

any marketplace requires a good deal of work to be successful; binary options are no different. 

The more experience you have trading the shorter learning curve to success you will have with 

binary options. You will already be able to read market data, have an idea of technical indicators 

and probably be familiar with a few underlying assets already.  This foundation will speed up your 

learning curve while you are constantly perfecting your trading strategies.  

With that said, it should be acknowledged that you do not have to be a long term seasoned 

professional to be successful in this marketplace. A complete novice, with a little bit of 

practice, can quickly understand and become successful in this type of trading. 

Chapter Summary 

In short, a binary option is a revolutionary new way to trade underlying assets. This form of 

trading minimizes your risk and allows you to exactly calculate profits based upon a hit or 

miss model of trading.  

They are called binary options because there are only two outcomes: a profitable trade or a 

losing one. By trading binary options, you are not taking ownership of an asset, but you still can 

trade the action on just about any asset you can imagine, just as you would in traditional 

marketplaces. 

http://www.bonusbinaryoptions.net/binary-option-trading-strategies
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Chapter Two: Selecting a Broker 

Choosing the right broker is an essential part of your success when it comes to trading binary 

options.  

We recommend the following brokers: 

1 24Option 

2 Trade Rush 

   

The first thing you want to be sure of is that their interface is easy to use. This shouldn’t be hard

—the above brokers have a simple web-based trading platform. The best way to learn is just to 

use it for yourself.  The brokers listed above all use different platforms, but they are all straight-

forward and easy to use.  Your personal taste will differ from ours so try out a few and get 

familiar with them.   

The short answer is that you want to concentrate on the asset and its price movement and not on 

which buttons to click so you don’t make a costly mistake. 

Demo Trading 

One of our mantras in this ebook is how beneficial demo trading is for new and experienced 

traders alike.   

All traders, both experienced and new, should start their binary options trading careers by demo 

trading. This is basically an account funded with fake money.  

You will have to make a deposit in order to get a demo account at our recommended brokers.  

They are not available without at least making an initial deposit to let the broker know you are 

genuinly interested in trading binary options.   

You can practice trades within the broker’s site using your demo account.  It will be the same as 

your regular account, but you will not be using actual real money. This is a vital part of the learn-

ing process; demo trading teaches you not only how to use your analysis skills, but it teaches you 

to become familiar with the trading platform, too.  

http://option.go2jump.org/SHI4Vc
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The more time you spend demo trading, the better off you will be. Many brokers offer this 

feature—Trade Rush is one of the more prominent brokers that offer demo trading.  

Spend as much time as you want with your demo trading.  

Then spend a bit more time after that until it has become a habit and not a chore. There is 

absolutely no rush when it comes to learning what you are doing. Binary options might be simple 

to understand, but they are quite difficult to master and make a consistent profit with.  

Demo trading is designed to help you perfect the craft in a safe and controlled setting.  

Could you learn this while trading real money? Of course you can. But this would most likely be an 

expensive education. Demo trading lets you learn the same lessons and the same skills without 

the steep learning curve and big losses of using your real money.  

Regardless of your skill level when it comes to trading, spend the appropriate amount of time 

demo trading. Obviously the less experience you have, the more time you will want to spend 

here. 

Things to Look For 

There are several things to be aware of when attempting to select a broker. Let’s look at the 

major deciding factors when selecting the perfect broker for your style of trading. 

Rate of Return 

This is perhaps the most important distinction amongst our short list of reputable binary options 

brokers.  

You want to ensure that you are getting the maximum amount of profit returned to your account 

for your successful trades.  

The problem here is that all brokers offer varying rates of return on their trades, and they 

constantly change.  So you might select a broker because they offer a 90 percent return on a 

fifteen minute Forex pair trade. This would probably be one of the highest rates offered for this 

trade on the web. But the next day, the same broker might offer only 75 percent on the same 

trade for the same period of time.  

http://binary.traderush.com/aff_c?offer_id=18&aff_id=55481
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Rates of return are fickle and you will want to compare brokers on a regular basis.  Another 

reason we recommend having accounts with at least 2 brokers.   

Having money in more than one broker can help alleviate this problem. This is not realistic for all 

traders, however. While using more than one broker is a possible solution, it is much easier to use 

a single broker and just use more than the rate of return on a single trade as criteria for selecting 

a broker for your use.  

Rebates 

Some select brokers will even give you a percentage return on your losing trades. The standard 

maximum for this feature is 15 percent of your trading unit.  

In this case, if you risk $100, you will receive $15 back on your losing trades.  

Not all brokers offer this and not all of the brokers that do offer this will pay you a return on each 

of your losing trades. But when you are trying to figure out the pros and cons of a specific 

brokerage firm, you do need to take the rebate policy into account as it will drastically affect 

your success rate.  

Here’s an easy way to figure out your break even rate when dealing with rebates.  

Assume that a broker offers a standard 15 percent return on all losing trades, and a universal 70 

percent return on your winning trades.  

Over the course of 100 trades of $100 each, you will have put at risk $10,000 ($100 x 100). If you 

are right 55 percent of the time, you will be slightly above the breakeven point.  

The math looks like this: 

(55 x 170) + (45 x 15) = $10,025 

But if you do not have a rebate, your return on the same 70 percent return becomes much 

lower. 

55 x 170 = $9,350 

That’s a loss of $650, even though you were correct for most of the time. 

http://option.go2jump.org/SHI4Vc
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If you are trading with a straight 70 percent return rate, you need to be right a much higher 

percentage of the time: 

59 x 170 = $10,030 

The difference here is an increase in correct predictions of 4 percent to get the same return on 

your investment (ROI).  

This math is important and it illustrates the huge benefit of having a rebate. But the rebate 

alone should not be your deciding factor in choosing a broker. You need to establish the 

breakeven rate for any trade you execute so that you can evaluate your long term likelihood of 

success. This concept will be explored in more detail later on.  

Types of Options Offered 

There are other trading choices besides the tradition call and put binary options. Let’s look at the 

two most popular alternatives to the regular call/put. Many brokers are now offering these types 

of options and can give you more freedom to custom build your trading strategy.  

Boundary Trades 

A boundary trade attempts to predict whether or not the asset’s price at the expiration time will 

be inside or outside of a given range of numbers. You are given a choice of inside or outside of 

the range and if you are right, you are rewarded with the agreed upon return. 

24Option (www.24option.com) also offers a high yield boundary trade where the return is 

between 200 and 350 percent. For these options, your choices of assets are severely limited as 

they do pay out much more than other choices do. Also, when it comes to choosing in or out of 

the range, the site forces you to only choose the out option. All trades with in-range outcomes 

are deemed to be losing trades.  

The high yield choice is a lucrative one, but it is not going to pay out very often. In order to be 

breakeven here with a payout of 200 percent, you need to be correct 1 out of 3 times, or 33.3 

percent of the time. With a 350 percent payout, you need to be right with your trades 22.2 

percent of the time. If you cannot achieve this type of certainty, avoid this trade. It might seem 

like a great opportunity because of the higher payout, but it will result in losing trades more 

often than not. 

One Touch  

A “one touch” trade is a prediction of if the asset’s price will touch upon a certain price during 

the course of the trade’s life. This can occur at anytime while the trade is open and doesn’t 

necessarily need to be at the goal price at the time of expiration. 

http://option.go2jump.org/SHI4Vc
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Again, 24Option has a high yield one touch trade for a very select few assets where the goal 

number is a bit further away. Being right with this trading choice will again give you a return of 

200 to 350 percent. The site lets you determine from a list of two prices that you are aiming for; 

one offers a 200 percent while the other is even further away from the market price and offers a 

350 percent return.  

This is a great opportunity when an asset is very volatile and its price is moving swiftly, but 

should be avoided in most normal trading situations as you will be losing this trade more often 

than winning. 

Expiration Times 

A binary option can come with a multitude of different expiration times ranging from 60 seconds 

up to a month. Most traders today are trading the shorter term options.  The shorter term 

options are generally much more popular since they do not lock up your trading capital for 

extended periods of time. 

60 Second Options 

Trade Rush offers 60 seconds options to their clients with payouts ranging from 65 to 70 percent 

on the average. These options are very fast paced. Inexperienced traders can lose a lot of money 

in a short period of time trading 60 seconds options.  Still, if you are an experienced day trader 

used to interpreting tick charts in addition to price charts, you might want to look into 60 seconds 

binary option a bit more closely as there is a lot of opportunity in this area. 

Five to Fifteen Minute Options 

Five minutes options are a bit easier to handle since they are not quite as vulnerable to a single 

trade upsetting the balance of its price movement. Fifteen minutes options are equipped to be a 

bit more accessible to the average trader than its shorter lived counterparts.  

The longer the expiration time is generally means it is easier to predict the outcome.  

Over the short term, assets are more likely to move in an illogical fashion as they become more 

vulnerable to sudden movements based upon an increase in volume or a single large trade from an 

institutional investor.  

One Hour Options 

This is where traders that rely on other indicators besides those that can be found on price charts 

thrive. Fundamental analysis is a common mode of interpreting and predicting long term price 

http://option.go2jump.org/SHI4Vc
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changes in stocks, and by applying this method of looking at things to the longer term binary 

options, you are giving yourself an advantage that most other options traders do not take into 

their consideration.  

Selling Back an Option 

One tool that some brokers offer is the ability to sell back an option prior to its actual expiration 

date. These will help you to save money on your obvious losing trades.  

The percentage that you will have returned to you will vary depending on how just off of the 

target price your underlying asset actually is. Some brokers offer this choice with their Option+ 

feature. Here, you are able to sell back your option at any time prior to its expiration date.  

The return rate will vary depending on a number of factors including where it is in regards to 

being in or out of the money and the amount of time left before the expiration time.  

Bonuses 

Some brokers offer deposit bonuses however be wary before accepting one. If you fund your 

account with a large enough first time deposit.  Trade Rush, for example, offers a deposit bonus 

of 50 percent of your initial deposit when you fund your account with $1,200 or more. In this 

instance, you would get $1,800 to trade with, rather than the amount of money that you front 

yourself.  

The major problem when it comes to trading bonuses is the fact that you cannot withdraw that 

money for a certain period of time.  

With Trade Rush, you must trade 20 times the amount of the bonus before it can actually go into 

your pocket. If you deposit $1,200 and get a $600 bonus, you would have to risk $12,000 before 

the bonus is yours to withdraw.  

Obviously, this can be beneficial if you are going to stick with binary option trading for a long 

period of time and you prove to be successful with it. 

Bonuses should not be your main criteria for selecting a broker. They are a nice addition, but for 

the majority of people starting out in the binary options world, they are not something that 

should factor much into their decision making.  

If you have proven that you can be successful at another site and then want to transfer to a site 

with a bonus, there is a definite element of added value. But for the most part, beginners should 

not use a bonus structure as their sole criteria for evaluating a broker.  

http://option.go2jump.org/SHI4Vc
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If you have to risk 20 times the amount of your bonus to keep the money, you are usually better 

off just going with a broker that has a higher rate of return on the assets that you are most likely 

to trade. Bonuses can be appealing, but they aren’t always worth your attention. 

Also, binary options bonuses are a better alternative when considering using leverage in the 

traditional Forex market. Leverage can get out of control very quickly if you have a few losing 

trades. A bonus, on the other hand, is risk-free money that you can keep if you are trading 

successfully for an extended period of time. There is no penalty for losing the bonus amount as 

there is with losing leveraged money. 

Using Multiple Brokers 

There is a very good strategy that experienced binary options traders might take into 

consideration. Using more than one broker to trade with has a few benefits, especially when you 

take into account the deciding factors listed earlier in this chapter.  

Different brokers have different types of options, different payouts, and different bonus 

structures.  

By taking the best parts of a few different options brokers, you can greatly increase your trading 

capital.  

This is a concept borrowed from online poker players that deposit at several different websites in 

order to get the maximum bonus from each site and thus make their money go farther. You can 

copy this strategy for binary options trading, but you can gain much more than just a bonus from 

each site.  

First, it needs to be stated that only a trader with quite a bit of experience and a good sized 

bankroll should attempt this.  

For example, if you are planning on trading Apple’s stock plus the Euro/U.S. dollar currency pair, 

you might want to consider two different brokers as there might be a discrepancy amongst 

brokers as to the rate of return that will be gained from these.  

So if Trade Rush offers a higher EUR/USD return than another broker, the other one can offer a 

higher AAPL return than Trade Rush, you might want to use two different brokers to take 

advantage of these larger returns. 

Additionally, using different brokers allows you to hedge your losing trades, should the need 

ever arise. If you have a losing trade, you can, with a little bit of skill involved, take an opposite 

stance and recoup a portion of your lost trade. This is an advanced technique and should only be 

used by more experienced traders.  There will be more on this topic later on in this book. 

http://onlinemoneyspy.com/binary-options/best-brokers/
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Chapter Three: What Should I Trade? 

Selecting the right underlying asset is a crucial part of your success as a binary options trader. 

The more experience you have with a specific class of assets, the better your binary options 

trading will be.  

You can trade:  

● Publicly traded stocks, like Google, IBM, Apple, and even Facebook. 

● The major indices.  

● Commodities like oil, gold, coffee are  available with most brokers. 

● Forex pairs like the EUR/USD and most others.  

● If you want to trade something that the broker doesn’t offer, some brokers, such as Trade 

Rush, are even willing to take suggestions as to which assets they are offering.  

So an experienced Forex trader will do better with currency options than they would with a 

different asset that they are unfamiliar with. Additionally, a day trading stockbroker will fare 

better with indices and individual stocks than they would with a commodity like oil.  

There is a bit of overlap in this profession, but for the most part, you should stick to the assets 

you are most comfortable with.  

One tip is that if you trade the shortest term binary options, like the 60 second options offered at 

Trade Rush then you will probably enjoy trading Forex pairs. Why? Because they are more volatile

in relation to the indices and commodities in the short time spans.   
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Even the experienced trader will still have a learning curve when it comes to trading binary 

options. A seasoned Forex trader will still show signs of struggling when they start trading 

currency pair options.  

This is because binary options have no middle ground.  

You are either right or wrong; there is no room for stop-loss points, and no riding out price trends 

to milk a trade for all it’s worth. Instead, you need to focus on being right in your predictions 

more often than not in order to overcome the price gap that brokers build into their underlying 

assets.  

So a Forex day trader who is used to seeing huge profits while trends play out will need to alter 

his or her analysis strategy. This is not a difficult change, but it’s a change nonetheless.  

With any alteration of trading strategy or analysis methods, there is a period of time where you 

will still be learning the craft and as a result, not get the same amount of profits that you would 

were you more experienced with the newer type of trading.  

This is why everyone should demo trade before dipping into the use of real money. Demo 

trading is an effective way of combating this. 

Brand New Traders 

Traders who have absolutely no previous trading experience will need to demo trade for much 

longer before they should start trading with their hard earned money. This is a preventative 

measure as much as it is an educational one. You don’t want to put your money in a high risk 

situation before you understand exactly what is going on and are aware of the risks.  Especially 

if you have an alternative like demo trading that will give you the same result with less risk.  

Sure, demo trading isn’t nearly as exciting as real money trades are, but you need to ask yourself 

this question: are you trading for fun or trading to make money?  

If you’re trading for fun, just make sure that you can afford to lose the money you deposit. If you 

are trading to make serious money then take your time and hit a few goals with your fake money 

in the demo account first.  

Not all binary options brokers offer demo accounts, but 24Option and Trade Rush offer demo 

accounts after minimal deposits.   
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Binary options trading without putting in the work is still more lucrative than many casino games 

turn out to be.  

But if you’re trading for profits, you will need to do some work to be successful. Don’t skimp on 

the work and make sure that you are 100 percent ready prior to risking real cash. This is the most 

business-like way to approach binary options trading. 

This is not to say that beginners should not trade binary options. Binary options are a form of 

trading and with any form of trading there is a degree of risk involved. Binary options are no 

different in this respect. A new trader just needs to follow the proper learning path in order to be 

successful.  

If someone has no trading experience, reason states that they will struggle at first. As long as this 

struggle is conducted in a risk free setting, they can learn everything they need to know before 

approaching binary options with their own hard earned cash.  

Can you tell we really recommend going with a broker that will let you have a demo trading 

account?   

Demo Trading for Beginners 

Demo trading offers a chance to explore binary options trading thoroughly. By trying out different 

types of assets, you can get a better feel for where your strengths and weaknesses lie.  

Demo trading is a great opportunity for even an experienced trader in this respect. A seasoned 

Forex trader can try out trading major stocks and see if they have an aptitude for it without the 

vicious trial and error that they would have to go through with real money trading.  

By trying out all of the different classes of underlying assets, the newbie trader can find which 

assets they should trade and which they should stay away from. This will help for future 

diversification of your funds down the road. 

Trading Diary 

The secret to having a successful demo trading experience is to track your trades manually. You 

should keep a trading diary for the life of your demo trading experience because this will give 

you, in black and white, exactly how your trading is progressing.  
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If you think you are a good currency trader, but you are only right 52 percent of the time in 

actuality, you will be able to see more clearly that, although you are better than average at this 

type of asset, you are still bleeding money away when trading.  

A trading diary can do more than show you where you are good and where you are bad. It can also 

expose the specific faults in your trading. Write down what your thought process is for executing 

a trade and you can better understand where your faulty thinking is.  

So for example, if you are finding that you are trying to anticipate a change in movement within a 

stock, but you keep being on the losing end of these trades, you will have learned that trying to 

buck a trend is not a successful strategy for you. With this new-found knowledge, you can change 

your trading behavior for the better.  

Measuring Success 

The easiest part of trading is to know just how successful you are. But the fact stands that many 

people still don’t know how to measure this. There is a built in gauge for determining this and it’s 

a fairly obvious indicator. Your profits and losses will tell you exactly how good you are at 

trading.  

The important thing here is to not look at short term fluctuations in your bankroll.  

Instead, you need to measure your rates of success over an extended period of time.  

Variance plays a huge role in your bankroll—especially long term—and as such, you might be a 

perfectly fine trader but still lose money during a single month of trading. You might even lose 

money over the course of a few months if your luck runs bad. You need to look at a large sample 

of trades in order to measure your success rate.  

Don’t despair if you have a bad month.  

If you are a good trader, you will rebound from this soon. Just be patient with your development. 

Skill will always outweigh luck over a long enough sampling period.  



Chapter Four: The Mystery of Commodities 

Commodities are perhaps one of the most overlooked parts of the binary options market. This 

might be because there are not as many short term traders who have experience with this type of 

trade.  

There is a lot of opportunity for those looking to make a profit off of this sector of the options 

market. Most commodities are very stable and react in a predictable way to market conditions, 

thus making them a safer binary options trade.  

Take oil, for an example.  

Just by following and staying on top of news reports, you can get a good gauge of how crude oil’s 

price per barrel will move. If they say on the news that gas prices are likely to increase because 

of a crude oil shortage in the Middle East, you can safely predict that oil’s overall trend will be an 

increase in price.  

While general news trading like this does not necessarily take into account the minor ups and 

downs that all assets experience on a regular basis, you can often uncover a commodity’s general 

trend with only a minimal amount of research. This is not always possible in other markets.  

The moral here is that you should not ignore a part of the market if there is any indication that 

you can profit from it. Of course, trading does require a bit of experience in order to be 

successful over the long term, but with some demo trading, you can master the commodities 

market and turn it into yet another moneymaking device. 

Traditional Commodity Trading 

Commodities, in the traditional sense, are usually traded as long term investment options (not 

binary options). If this is how they have evolved to be traded, why would anyone want to focus on 

short term binary options when it comes to this class of asset?  

This is a tricky area, but there is room for profit in both the traditional manner of investing and in 

the new short term binary options world. If you plan accordingly, having commodities in your 

short term portfolio can pay off in a big fashion.  
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This type of diversity when applied to your trading can help you preserve profits for a long period 

of time. 

Rather than buying and selling options at a previously agreed upon price, you are taking a short 

term stance on the commodity you choose for binary options trading.  

Binary options are the short term alternative to a speculative commodity options seller.  

And because they do not have far away and hard to obtain strike prices that you have to 

maneuver around, you can more easily realize short term profits with a good binary options 

technique. This gives you more liquidity of capital that you can put to use making more money. 

Trading Popular Commodities 

Some of the more popular commodities include crude oil, coffee, corn, wheat, and several of the 

precious metals (we will focus on gold separately in the next section). One of the key things to 

think about when trading these is that these commodities all have relations within the stock 

market as well.  

For example, the price of crude oil might be reflected in BP’s stock pricing. Watching related 

stock performances can help you with your commodity trading—this is called the Market Pull 

theory and is covered more completely in Chapter Seven. 

A Word on Gold 

According to some experts, gold does not trade like a traditional commodity. Its market behaviour 

actually makes it almost its own type of investment. This is because gold has a strong bearing as a 

currency as well as a commodity.  

What this means for you is that if you are planning on trading gold through binary options, there 

are more things to take into consideration than other commodities generally merit.  

Gold is still linked formally or informally to many of the world’s currencies, so you need to 

approach this asset a little differently when preparing for a binary options trade. 

Fundamental analysis, as a result of this connection, becomes important with gold and needs to 

be approached in a different manner. You need to look at world currencies and supply and 

demand just as you would with some other assets, but here you also need to take into account 

inflation and world interest rates. By studying the implications of gold as a currency, you will 

need to do a bit more work before committing to any trade, binary options or not.  
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Additionally, gold is often used as a hedge against some currencies, such as the U.S. dollar. This 

gives a negative correlation between the two assets that can be used when preparing for a trade. 

How to Select a Timeframe 

With commodity binary options, choosing a shorter timeframe can end up being a big mistake 

because the traditional commodity option market is a longer term commitment. You will not find 

many day traders in this line of the financial world. The cost of option lots is just too high and too 

risky to merit having day trading activity. So your best bet here is to look for the longest time 

frames you can find.  

With many brokers, you might only be able to trade out a few hours away. If you can find a broker 

that offers commodity options for longer than just a day, you will be doing yourself a big favor. 

Week long, or even month long trades might tie up your trading money for a longer period of 

time, but this is a type of diversity that you can use to help protect your profit making ability.  

We like trading commodities at 24Option because they have a consistently high returns and a 

wide range of commodities.

While it’s possible to be very successful in short term commodity binary options, it is not as easy 

as trading stocks, indices, or currencies. Commodities are a longer term investment in the 

traditional sense, and as a result of this, it needs to be acknowledged when trading in the binary 

options sector as well. 

In truth, commodity trading in the binary options world is a bit tougher just because binary 

options are so short term. But with some experience, you can begin to make money in this often 

overlooked, yet very important, binary options choice. This type of trading can be just the thing 

you need to give your trading the diversity you need in order to be on the profitable end of 

things. 

Chapter Summary 

Commodities pose an interesting challenge to binary options traders. Most traders consider them 

a mystery and will avoid them because they simply have no experience in this field. But 

commodities are an important aspect of a trader’s portfolio because of their long term stability 

and the profit implications that come with this. Just as farmers use traditional commodity options 

to protect profits from selling their crops, you can use commodity binary options to supplement 
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and protect your overall profits. This might require a bit more research on your behalf, but they 

truly can help you with long term gains in the binary options world. 



Chapter Five: Binary Options Tools 

There is a wealth of information out on the Internet when it comes to trading and investing. Some 

of this information is good and helpful, but a very large portion of it is not helpful to the average 

person.   

Here are the most important tools you will want to use: 

● Charting Software / Candlestick Charts - get at http://www.freestockcharts.com  

● MetaTrader4 - www.metatrader4.com/traders  

These two tools are your most important pieces of software you want to use when trading binary 

options.  If you want to, now is a good time to open up an account at a reputable binary options 

broker like: 

● 24Option  

● Trade Rush  

● BancDeBinary

Technical Analysis 

The great thing about technical analysis is that it is a universally applicable method of 

interpreting future price movement.  

You can use the same techniques on any asset; stock, index, commodity, or currency.  

This makes moving around from asset to asset a lot easier and more accessible to the average 

trader. However, this method is not foolproof.  

Commodities are a different type of asset than a currency and they have different fundamentals. 

But with technical analysis, you can begin to bridge the gap between these different asset 

classes. 
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The first place to start is determining just which direction the underlying asset in question’s price 

will move. This is much easier said than done.  

This necessitates the use of charts and the indicators that will be superimposed upon them. You 

will need to have a firm grasp on price charts in order to be successful here.  

Candlestick Charts 

You should always use a candlestick chart when looking at the price movement of an underlying 

asset. This is a bit of a pain at first, since most brokers use line charts to show price movement 

within their web interface.  

You can download a free MetaTrader4 charting program that will allow you to use candlestick 

charts when looking at currencies. If you plan on trading currency binary options, this charting 

package is a must-have. You can also use FreeStockCharts.com. 

Candlesticks, on an individual basis, look like this: 

A candlestick shows quite a bit of information. The candlestick as a whole represents the body of 

trading over a given time period. The upper and lower “wicks” show the highs and lows of the 

trading session. The body of the candlestick shows the opening and closing prices, and everything 

in between.  

You can see a tutorial on how to read a candlestick chart with multiple screenshots and 

explanations of what each part of the chart looks like on our website.   



The following figure is an example of a candlestick chart of the currency pair EUR/USD in 

action: 

There are two different types of actual candlesticks when put together to form a complete chart. 

You have a shaded in candlestick and a hollow candlestick.  

These represent the ups and downs in particular trading sessions. The candlesticks that are 

shaded represent a drop in price while hollow ones show an increase over the given session.  

Candlesticks sometimes come colour coded as well. The most common type is blue and red, 

where these indicate a rise and a fall in price, respectively.  

Candlesticks show more information than a bar chart because of their colour coordinating. You 

can see everything you could with a bar chart, but because the candlesticks can be hollowed or 

shaded, they can show you more info in a single glance than a bar chart can.  

In the world of trading, this quick information can be the difference between a successful and a 

failed trade. This is especially helpful for 60 seconds binary options. 
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The best part about a charting package is that you can customize it to fit your individual needs. 

With something like MetaTrader4, you can change the timeframe that you are looking at. This is 

an essential part of trading different length binary options.  

If you are trading five minutes options, you will want to look at a minute by minutes chart, but if 

you are executing a long term binary options of more than an hour or so, you need to look at a 

chart that takes this into account.  

With MetaTrader4, you can actually look at timeframes ranging from one minute up to a monthly 

individual trading session. Of course, with binary options you won’t necessarily need to look at a 

length this long, but it does help to give you an overall feel of what the asset’s overall trend looks 

like. 

Tick Charts 

A tick chart can be used to track real-time movement in an asset’s price. These are much more 

effective during short time trades, especially the 60 second binary options.  

A tick chart from FXCM.com—a leading Forex broker—looks like this:  

The pink line is the ask price and the blue line is the bid price. 

Because they are updated in real-time, you can see just how trader sentiment is interacting with 

overall price trends on a trade by trade basis.  

If you are going to trade five minute binary options and quicker, you need to be familiar with a 

tick chart prior to opening a position.  

We also recommend using a 133 ticks chart for trading the short term binary options.  



Here you can see the trends on a minute by minutes basis in both the bid and the ask price. The 

idea is that you can track just what prices are doing in real-time and compare the tick to a 

price chart and get a better overall perception of short term trends. If you are trading 60 seconds 

binary options, using a tick chart is a must if you want to be successful. 

Selecting Your Timeframe 

Once you are familiar with how to read the previously explained charts, it’s important that you 

pick the right timeframes to study before committing to a trade.  

First and foremost, make sure that you have a real-time chart and not a static chart.  

There are many static charts available for free on the web, but these will not help you keep track 

of current changes. You want something that will move in real-time. If you are trading in the 

Forex market, MetaTrader4 is your best bet.  

Other types of real-time charts might come at a small cost, but this is usually a worthwhile 

expense on your part. 

Additionally, you want something that reflects a time period that makes sense for the length of 

your trades’ expiration times. If you are trading 60 seconds options, the charts you are working 

with will be different than a trade that will be open for a couple hours.  

The smallest price changing timeframe you can work with is one minute. This obviously reflects 

changes in price that occur every minute. If you are trading 60 second, five minute, or even 15 

minute options, you will want to look at minute by minute changes in price.  

It is important that you look at a timeframe that is longer than your trade, as well. When trading 

very short term binary options, you need to be aware that the best strategy is to move with 

larger trends. You cannot spot these quite as easily if you are only looking at one type of chart.  

So if you are trading 15 minute options, you need to look at the respective timeframe, plus an 

additional timeframe that is longer that your trade. One hour charts would suffice for this to give 

you a general feel of the overall trend.  
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Ultimately, you want to select a timeframe that you feel comfortable interpreting.  

The closer the expiration time is, the more variance will affect your trading. A 60 second options 

trader is not likely to have the same success rate as a one hour trader. No matter what timeframe 

you select, you will face this variance, but the shorter the timeframe, the more random chance 

can have an effect.  

The tradeoff here is that shorter timeframes mean more trades per day. If you can outperform 

the variance that you are likely to see, you can make 60 second options work for you.  

But not everyone is able to handle the ups and downs that this brings. At that point, emotions 

become involved and trading becomes messy.  

So it’s important that you are not trading in a zone that will cause you to go on tilt. Pick a 

timeframe that you can handle, both from an emotional and a technical viewpoint.  

Your background experience may play a part in this decision making if you have a prior trading 

background. A former day trader will likely have no hang-ups about trading 60 second binary 

options. A position trader might feel uncomfortable with even one hour trades. The trick is to find 

a timeframe that you can use to get the best possible results. This will be different for each 

individual. 

A good rule of thumb to live by is that the less experience you have trading, the further away 

your expiration time should be, at least until you have found your comfort zone.

The longer timeframes allow you to think through a position more completely and also limits the 

amount of trades that are made per day. This will limit the amount of losses that a beginner takes 

and it will also be good experience as they tailor-suit their trading to a specific workable 

strategy.  
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Chapter Six: Binary Options Market Analysis 

The key to making money over the long term is interpreting data correctly. All of the clues are 

out there for you to utilize, but without the proper framework to examine them by, you will not 

be successful.  

This takes two different forms.  

For one, you need to be looking at the data in the proper light. Looking at information, but then 

skewing the results, will be just as ineffective as not looking at data at all. 

The second secret is to find the information in the first place. You need to know which pieces of 

data are the most worthwhile, and you need to find them in a timely manner in order to have the 

best results within your trading. 

Interpreting the Myriad of Data 

Different technical indicators are effective for different lengths of time and different types of 

assets. So how do you know which indicators will work for you? This is a tricky question because 

there is no direct answer.  

But through trial and error within your demo trading, you can start to get a feel for what works. 

In the meantime, here are a few of the more popular technical indicators and how to use them. 

Technical Indicators that Work 

There are dozens of different technical indicators out there, but only a few that are effective at 

interpreting binary options. You will need to be at least aware of these indicators and be 

prepared to explore them on your own in order to see which indicators best complement your 

trading style. The following indicators all have proven over the years that they can predict future 

prices if used correctly. 

MACD 

The MACD (Moving Average Convergence/Divergence) indicator is one of the easiest indicators to 

use. This uses an exponential moving average line superimposed on charts in order to show how 

current price relates to past data and attempts to show how this past data affects the future. 

Don’t worry if this sounds confusing at first, it’s really quite easy; your charting package does all 

of the work for you.  
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Let’s take a look at the EUR/USD currency chart again, this time with a MACD graph shown on the 

bottom: 

The red line on the bottom section of the chart is the MACD line. The white center line reflects 

change in price when the asset is directly on the white center line, there is no momentum. If the 

red line is above the center line, the asset is in a confirmed uptrend. When it’s below, the asset 

is in a downtrend.  

MACD is a better long term trading tool than it is a short term indicator. But it is important 

because it gives you a very quick snapshot of market sentiment. Short term traders, in most 

cases, will not want to trade against the trend. MACD shows exactly at what stage the asset is 

within its current trend. If you are trading short term options, you will want to be very aware of 

the MACD in order to see when trends are beginning and ending.  

Relative Strength Index 

The RSI indicator shows the strength of an asset’s movement. This technical analysis indicator 

attempts to show when an asset is being overbought or oversold. When the RSI line goes above 70, 

it is said to be overbought. When it goes below 30, it is likely to be oversold. This means, that for 

traders, once the RSI line goes below 30, it might be a good time to buy the asset as a price 

change is usually imminent.  

Let’s look at the RSI of the now-familiar EUR/USD currency pair: 

http://en.wikipedia.org/wiki/Relative_Strength_Index


You can see by the above chart that while the Euro’s value was slowly increasing over the last 

several hours of trading, it was hovering dangerously near the 70 line on the RSI chart. Now that 

the Euro is dropping drastically in price, the RSI has also dropped considerably. This, to 

proponents of this tool, indicates that the Euro should be bought as it is likely to rebound in the 

near future. 

RSI is a good oscillating tool for finding the strength of a trend, but it is very sensitive to short 

term surges. Like the MACD, this is a good tool for validating a trend, but it is not something 

that you should use alone in order to determine a position. Large increases in volume, or sudden 

price drops will often create false signals or signals that take quite a while to flesh out. In binary 

options trading, false signals can ruin a short term trade.   

Fibonacci Retracements 

The concept of Fibonacci numbers have been around for centuries. For some reason, these 

numbers have become a self-fulfilling prophecy when it comes to trading. You can use this 

concept in order to gain a mastery over predicting where markets are headed and where prices 

are likely to stall. As this is an important part of binary options, Fibonacci retracements, 

regardless of why they work, can have a huge impact upon your trading. With a little practice, 

you can use these sequences of numbers in order to predict where market trends will continue 

and where they will stop.  

The first step is to identify the trend.  
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There is no 100 percent accurate method of identifying whether a trend is going to continue or 

reverse course—this makes Fibonacci retracements a little bit less accurate, but as you have 

probably gathered by now, there is no way to be perfect all the time in an uncertain trading 

world.  

With that said, Fibonacci retracements are most effective when you are correct in identifying the 

trend. These numbers can help you find future support and resistance levels, and thus give 

you a huge advantage in the binary options market. If you are certain that gold will find 

resistance at $1700 per ounce, but the price is only at $1695, a call option can be used with best 

results.  

But if the price of gold is already at its predicted resistance level of $1700, a put option becomes 

the best choice as a retracement might be on the way. Fibonacci retracements will indicate 

whether or not these price movements will happen more than 50 percent of the time, making 

them a much better indicator than random chance.  

The key Fib numbers to keep in mind are: 

● 23.6 percent  

● 38.2 percent  

● 50 percent  

● and 61.8 percent  

When a price reaches one of these levels in relation to a starting price, there is likely to be a 

stalling out or even a small reversal. Let’s look at an example with the EUR/USD currency pair: 



The yellow lines are what you want to look at on this chart. The top yellow line marks the starting 

price at 100 percent and the bottom yellow line marks the ultimate support level at 0 percent.  

In between, you have the respective indicative Fibonacci numbers. As you can see, these numbers 

were fairly accurate at predicting where a plateau in price occurs.  

With this knowledge in hand, you could have more accurately predicted the ups and downs in 

price and trade accordingly.  Now that the price appears to be entering an uptrend, the Euro has 

stalled out at the 38.2 percent level. It’s likely that this will only be a short layover before the 

Euro begins climbing again.  

Looking at Fundamentals 

The thing about fundamental analysis is that it generally applies to gauging stocks and currencies 

over the long term more than anything else. But still, you can use fundamentals to get a feel for a 

shift in the price trend of an asset. You can also use fundamental analysis to help you confirm an 

ongoing trend. When it comes to binary options, fundamental analysis is rarely used, but it 

remains as an important part of any trader’s research process.  

You won’t need to use it as heavily as you would were you investing long term in the stock 

market, but by being aware of an asset’s fundamentals, you can help build a case for a specific 

options trade. The highlights of what you need to know are explained below. 

The first thing to take away from a foray into fundamental analysis is the general health of the 

asset you are looking at.  



Fundamentals are designed to attempt to quantify and qualify an asset’s general disposition.

There are many different ways to do this, but the thing to remember is that you need to find out 

just how likely the current price is to go up or go down. A rising stock with poor fundamentals will 

not continue to climb for very long. 

In the stock market, fundamentals are very easy to look at. The price to earnings ratio is a strong 

indicator as is whether or not the company will pay out dividends.  

Unfortunately, these do not apply universally. Instead you need to look elsewhere in order to 

determine other types of assets’ strengths. 

For currencies, you can look at a country’s economic data to determine the strength of the 

particular currency. The U.S. dollar is the world’s most widely traded currency. By looking at 

things like joblessness ratings, the federal deficit, interest rates, and import/export data, you 

can begin to get a feel for the strength of the dollar.  

When you compare this to another country’s currency, you will be a step ahead of other traders 

when it comes to predicting long term movement. In reality, technical analysis will eventually 

pick up on these things and take them into account. But because fundamental analysis looks at 

real life situations and information, it can spot a change in trend prior to any technical analysis 

method. 

Commodities are a bit harder to trade with fundamental analysis. But this does not mean that it is 

impossible.  

Take gold as an example.  

Following price changes in gold can be tough, but there actually is a rhyme and reason to these 

movements and not just speculation. Gold is a place where people put their money when they 

don’t know where else to put it. This is especially true when currency markets are weak. If the 

U.S. dollar is struggling, the price of gold often goes up. Gold has a universal appeal and its 

price goes up during tough economic times. You can also get a feel for where gold will be headed 

by looking at the stocks of companies that work with gold. If these companies have stocks that 

are sinking in price, you can expect that this is happening because gold is losing value too.  

Many different assets are linked together like gold and the dollar are. You can use this 

information to your advantage if you know how to spot it. There are nowhere near as many 
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fundamental analysts in the binary options market as there are technical analysts, though, and by 

having a firm grasp on both types of trading, you are giving yourself a sizeable advantage over 

other less knowledgeable traders.   

Sentimental Analysis 

Sentimental analysis is a study of the trading public’s opinions regarding an asset. Widely used in 

the Forex market, sentimental analysis looks at news reports and announcements and 

attempts to predict how they will affect the asset in question’s price.  

For example, look at the Greek debt crisis.  

This has driven down the price of the Euro quite a bit, and whenever there is talk of a settlement 

approaching, the Euro’s price in comparison to the U.S. dollar spikes upward a little bit. Fading 

these announcements can earn a trader a lot of money. This is especially true for binary options 

traders since the price only needs to increase by a single pip in order for the trade to be deemed 

profitable. Fading good news with a call option and bad news with a put is thus a solid strategy 

in this regard. Timing these trades might be a little difficult at first, though. 

Applying sentiment to binary options is actually quite easy.  

Sentiment is a great way to gauge the public’s reaction to some sort of announcement or event. 

For example, if there was an announcement that the Greek debt had been completely dissolved, 

the Euro is likely to skyrocket. In this instance, your choice for a binary option is quite easy—you 

simply buy a call option for EUR/USD and wait it out. Binary options are great because you don’t 

have to be right by much. You just need to be right! With the correct kind of sentiment invoking 

news or event, you can make your binary options trading much easier and more simplified.  

Sentimental trading has been popular within the Forex market for quite a while, but it is even 

stronger as an indicator within the realm of binary options trading. Sentimental analysis is great 

at predicting price movement, especially if you can jump on a trend at an early point. If you pick 

shorter trades, you can even make several profitable trades over the course of a single trend line.  

There is one slight difficulty with sentimental trading.  

With Forex trading, an individual might straddle a position in order to take into account 

unexpected news, but this is a losing strategy for a binary options trader.  
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This means that when you are anticipating news, you should have a rather firm grip on what that 

news is most likely to be in order to benefit the most.  

There’s nothing worse than preparing for an announcement and then hearing the opposite of what 

you were expecting. A well thought out straddle that is designed to capitalize on either sort of 

news can be beneficial here for a Forex trader, but this is not possible in binary options trading. 

Because of this, it is in your best interest to only enter the trades where you are the most 

confident. 

Conclusion 

This chapter is meant to introduce you to the many tools that can be used to predict price 

changes. No method or mixture of methods will ever be 100 percent accurate. The best you 

can hope for is to use a method that produces profitable results for you over a long period of time 

often enough to overcome the broker’s price deficit.  

The next chapter will share some of the more specific methods that have been shown to be 

successful. Remember, the best strategy is going to vary from person to person. There is no one 

catchall method that will work for everyone. Each individual trader will have a separate amount 

of risk that they can tolerate and a certain amount of money to work with. These factors all mean 

that you might have to search around for a bit to find a method of analysis that works best for 

you. Taking the introduction found in this chapter and tailoring it to your own specifications over 

time will be the best way for you to learn what works best for you. 
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Chapter Seven: Time Tested Trading Strategies 

Here we will discuss a few of the more in depth strategies that have evolved over the years and 

relate and apply them to trading binary options. These trading strategies have been sometimes 

used in other areas of short term trading and have a degree of authority to them as a result. Using 

them for binary options might take a little bit of adjusting, but these should produce positive 

results for you if they are used correctly. 

Mechanical versus Discretionary Trading 

There is debate over whether a robot style of trading or a strategic discretionary trading style is 

the best.   

Some traders swear that having a trading system is a must. You need to have some sort of 

guidelines that you adhere to in order to be consistent with your binary options picks. You do not 

trade unless the specific conditions are present that triggers your robotic like response of when to 

execute a trade. They argue that if you do not follow the robot style of trading that it will lead to 

random results. Which are likely to only lose you money over the long term. 

A mechanical system can be automated, or you can do it manually as long as you stick strictly to 

the system you are using. The important thing to stress here is that you always execute the trades 

without human discretion that your system recognizes as profitable.  

You want to act like a robot in this instance—if something is picked up by your system you 

execute the trade on autopilot without letting your thought process get in the way. 

A strategic discretionary system also follows a strict system, but in the end, it’s left up to you 

the trader to decide whether or not you want to actually pull the trigger. Most of the time, the 

answer will be yes, you want to make the trade. But sometimes, you will find that you are uneasy 

about a specific trade and want to back out.  

In other instances, you will find a promising trade that doesn’t exactly fit your system’s model 

but you will still want to execute a trade.  

Whichever method of making trading decisions you use, you need to have a strategy in order to 

spot more winners than losers.  

This is much easier said than done.  
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The following section will go over a few different examples of strategies that work over the long 

term. 

Pivot Points 

A pivot point is a significant price that the entire movement of an asset’s price chart hinges upon.  

Recognizing key pivot points and acting upon them is an important part of trading—especially 

binary options trading.  

Because pivot points can act as a gauge for the overall trend of an asset’s price, this becomes a 

great tool for analyzing short term binary options. Let’s look at this important trading strategy 

in a bit more detail.  

The pivot point is the price upon which all action revolves around.  

Generally speaking, if the price goes above the pivot point, it is considered a bull movement and 

if it goes below, it’s a bear movement.  

The calculation for determining an exact pivot point is not set in stone. One of the more general 

and easily understood strategies here involves adding the high, low, and closing prices together 

then dividing by 3 to give yourself an average price.  

Take a look at the above chart of the EUR/USD. This is a one minute chart that illustrates the 

pivot point concept perfectly.  



Look at the left hand side of the chart. Here, price appears to be moving horizontally until a big 

spike upward at 15:00. A few minutes later after a steady decline in price; there are actually two 

spikes downward, one at 15:35, the other a minute later at 15:36.  

The pivot point in this example is this downward spike in price. Here, it becomes apparent 

what the actual trend of the currency pair is and after some movement, the currency begins to 

consolidate.  

For those looking to be more exact, the pivot point is right at 1.3211.  

The high of 1.3253, the low of 1.3175, and the closing of 1.3206 averaged together give us this 

number. And it makes sense since this number corresponds almost perfectly with the 

consolidation that is occurring toward the right hand side of this chart. 

Now that we understand where this concept comes from, how do we act upon it? This is a bit 

more difficult to determine.  

The next step is to determine resistance and support lines.  

These are lines where the price of the stock visually has trouble surpassing. A resistance line is at 

the top of the chart and the support line is on the bottom of the chart.  

This is not to say that the price cannot go past these imaginary lines, but the asset in question 

tends to have difficulty in doing so for some reason. 

Some traders like to bounce their binary options off of the resistance and support lines. When a 

price has reached a point that it historically does not go above or below, this can be a good move. 

Other traders like to play the middle of the pivot points and ride the current trend. Both or either 

strategies tend to work fine, although you don’t want to just blindly look at pivot points when 

determining a trade.  

Your best option is going to be looking at pivot points in conjunction with other indicators in 

order to give yourself a more complete idea of just what the price is most likely to do over the 

course of your binary option’s lifespan.   

Using pivot points is pretty easy, in practice. Once you identify where they are, you can assume 

that when the market opens above the pivot point, it will be a good day for call options and when 
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it opens below the pivot point, put options are your best bet. This is a simplified manner of 

putting things, but it still proves to be effective. 

The best part about pivot points is that they not only help you to identify trends, they allow you 

to more accurately predict where trends will end. 

Even if the prevalent trend is upward for the day, taking a call position when the price is at or 

above the resistance level is a dangerous move.  

Sure, prices break through resistance and support lines all the time as new boundaries are 

created, but the beauty of using pivot points is that they give you this number as a safe place to 

stop your trading. There is no 100 percent accurate way of telling when a trend will end, but this 

is a very good method because it helps you to preserve your trading capital just in case. 

Pivot points occur on a regular basis in any type of asset at least once per day, thus making them 

a good tool for traders to use.  

The easiest way to use a pivot point is to wait for the price to reach an extreme above or below 

the pivot price. This usually takes the form of the support or resistance lines.  

If the pivot price you determine is correct, the asset will attempt to regain that middle of the 

road price after it reaches an extreme.  

So if the asset is on its support line, the correct move would be to have a call option. If it’s at the 

resistance line, it is likely to go back down toward the pivot point, so you want a put option.  

This is a very simple yet very effective method at predicting price change.  

The problem with this is that it is oversimplified. Prices might stall out at the support or 

resistance for a while, so while the majority of the time you will be right, you will also be wrong 

a good portion of the time as well.  

It’s in your best interest to make sure that your correct prediction rate is high enough to turn a 

consistent profit. Still, in the fast paced world of short term binary options, this method is a quick 

and effective way to measure an asset’s future price changes. 

The “Market Pull” Effect 
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The “market pull” effect refers to the fact that one asset’s movement can affect another related 

asset in a profound manner.  

For example, the Dow Jones Industrial Average has a strong correlation with the EUR/USD 

currency pair. If you notice that the Euro is trending upward, there is a good chance that the Dow 

will also be going up.  

There is a 1 week correlation between these two completely different assets of 0.94.

Recognizing these correlations takes a bit of time and observation.  

Other commonly linked assets include the AUD/USD currency pair and the price of oil (0.87 over 1 

week), and the USD/CAD pair with the price of silver (-0.93 over 1 week). By recognizing these 

strong correlations, you can take a double-pronged method of trading where you invest in both 

correlated assets in order to maximize your returns when these different assets march in virtual 

lockstep.  

For those interested in the mathematics behind this, correlations of 1.00 indicate that assets 

move in exact lockstep with each other while a correlation of -1.00 means that they move in 

exact opposite fashions. A correlation close to 0 indicates that the action of each asset has no 

relationship with the other. The closer the correlation number is to 1.00 or -1.00, the more 

closely they are influenced by each other.  

Negative correlations are also very useful.  

Sometimes, when a certain stock goes up in price, its competitors will see a drop in their stock’s 

price. By recognizing this phenomenon, you can take two opposite positions, a call on the stock 

going up, and a put on the stock going down. Let’s look at the world of tech stocks for an 

example. 

Over the last five trading days, Hewlett-Packard (HPQ) saw its stock drop from about $24.40 per 

share down to about $23.00 before it began to start rising once again. Over the same timeframe, 

IBM’s stock increased from a low of under $204.00 up to a high of almost $205.50.  

This negative correlation did not occur in literal lockstep, but a savvy trader could have profited 

off of each side of this.  

Negative correlations occur all over the stock market in many different sectors. If you can spot a 

trend in one company, it’s very likely that you will be able to spot an opposite trend within one of 

the first company’s major competitors. 
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Putting this strategy into motion is quite easy.  

You simply need to recognize that either a positive or negative correlation does in fact exist. 

Then you take action. Execute the trades that have the strongest relationships and watch your 

profits grow.  

The question that remains is how do you spot real correlations?  

Even without statistical software, finding trends between currencies and assets is not difficult.  

Although statistical analysis of many different assets is not a realistic activity for the average 

trader, you can still use this method to your advantage. This is where your internet research can 

come in handy.  

There are many sites that have already made some of the more difficult of these calculations and 

observations for you.  

Other types of relationships, such as the interaction between a big product produced by a country 

and its currency are more obvious.  

Take into account gold and the Australian dollar. Australia is the world’s third biggest exporter of 

gold, so you can take this as an implicit correlation that there is a slight positive relationship 

between these two assets.  

You can confirm this with stats if you wish—there’s a 0.50 correlation for 1 week—making this a 

moderate positive relationship.  

One final correlation that you can use it the negative relationship between the U.S. dollar and 

gold. Because the USD is the world’s most highly traded currency, when the greenback starts to 

perform poorly, people start investing their dollars in gold—a valuable worldwide commodity.  

Gold is a common hedge against a failing greenback and the stats back this up with a negative 

relationship for the USD against each of the world’s major currencies. 

Hedging  
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Hedging a position is an advanced technique that, by definition, is utilized in order to protect 

yourself against a catastrophic loss and protect any profits that you might have already realized.  

In reality, hedging should only be used rarely in the binary options market as there is no 

guarantee that you will save money and oftentimes, you can lose your hedging capital as well.  

Still, advanced traders might want to consider hedging their positions in select binary options 

situations in order to protect themselves.  

One of the most basic hedging strategies involves taking an opposite position on a trade.  

So let’s assume that you open a $100 15 minute call option on AAPL with a strike price of $599.00 

and a return of 70 percent. However, ten minutes into the trade, the price has trended downward 

and the price is now at $598 and still dropping.  

Hedging here by opening up a put option on AAPL will help you to protect a portion of the money 

you risked.  

Assuming the final price lands at $597, your call option will have been incorrect, but your put 

option will be exactly on.  

So you are risking $200 and you get $170 returned to you for a net loss of $30. This is much more 

preferable to the alternative where your original call option would have lost everything and you 

would have been out $100.  

By hedging this position on AAPL, you are saving yourself $70—this will help you with risk control 

if you can consistently hedge correctly. 

The other way to hedge a binary options trade involves taking a similar position on the same 

asset. 

If you open a call option on AAPL at $599.00 and the price drops down to $598, you might want to 

open another call option if you think the price will still go up. In this case, your hedging creates 

the slight possibility that you could be correct on both positions. This doubles your risk, but it also 

doubles your reward potential. 

Of course, you can see the danger here. It is a very real possibility that you can be wrong with 

both positions and you will be down $200 instead of just $100.  
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This is why hedging is reserved solely as an advanced strategy. Hedging is designed to minimize 

risk, but if this is abused, you can lose more money than you originally would have, thus making 

your hedging a liability rather than a tool. 

“Doubling Up” 

The doubling up strategy is exceptionally useful when dealing with a stronger trend. By 

purchasing short term binary options, you can reinvest the money your original option earns and 

continue to ride the trend.  

The big difference that you are now risking your earnings from the previous trade as well as the 

original amount. 

This isn’t a truly doubling up strategy as you never earn 100 percent off of a single trade so you 

can’t just double your risked amount with your earnings. Still, to borrow the terminology from 

blackjack gamblers, you are investing what you have previously earned in order to ride the trend 

that you have observed to its fullest potential.  

Just as a card counter chases winnings when the cards are in their favor, the doubling up strategy 

works when the trend is prevalent and doesn’t look like it’s going to relent. 

The big problem here is that if you are wrong, you lose everything. Rather than trying to double 

up, a fractional strategy will be most helpful here.  

You never want to risk too much on a single trade and by only risking a fraction of your earnings, 

you are setting aside a sizeable amount of what your previous trades earned you. If the trend 

truly is as dominant as you think it is, this strategy will still give you big returns while protecting 

your earnings at the same time.  

If a trend is really strong, the risk that this strategy entails might just be worthwhile enough to 

merit the extra risk factor that you are assuming.  

Be careful with this, though. Doubling up can horribly backfire if you are not using it correctly. 

There is more on this concept in the next Chapter. You can find more binary options strategy 

guides and articles posted on the website. 
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Chapter Eight: Strategies and Methods to Avoid 

While there are many methods of trading that do work, there are even more methods 

that do not work at all. For your sake, and for your trading bankroll’s sake, you need to 

know the popular strategies that might be dressed up and disguised for your “benefit” 

by less than reputable systems. By recognizing the factors that make a strategy 

ineffective, you can focus more on the factors that do actually contribute to a positive 

performance.  

Price Action Trading 

Price action trading involves observing the action of an asset’s price and then acting 

accordingly. This is a purely discretionary method and is not effective over the long run 

as it is more of a guessing game than it is an actual trading strategy.  

Looking at price movements and then trading because you think the price will go in 

a certain direction is not an informed—and thus not profitable—decision making 

process.  

Despite the fact that many people claim to have found success with this trading mod-

el, there is no evidence that it provides positive long term results. It’s very likely that 

the traders who do have success with this are profiting mainly because of Lady Luck. 

This will not last.  

Given a large enough sample size, it is very unlikely that this strategy will perform 

better than random chance would provide. In other words, you might get lucky occa-

sionally with this type of trading, but it’s extremely unlikely that you will be profitable 

over the long run. You might as well flip a coin to determine the direction of your 

options trading as this would perform similar results. 

Price action trading is often disguised with graphs and charts and sometimes even 

fundamental indicators. But the fact remains that if these indicators are not correctly 

employed, even if they are only half-heartedly employed, you are basically gambling. 

Learning how to use the indicators that you will eventually find to be the most effective 

is the only way to get ahead in your trading and avoid random chance as much as possi-

ble.  

At its core, price action trading is, in fact, gambling. This is okay if you are more inter-

ested in the thrill and the rush of putting money at risk, but if you are trying to approach 

this from a business standpoint, you will definitely need to avoid gambling with binary 

options. Which side would you rather be on? 

Doubling Up (aka: The Martingale System) 



No, you’re not experiencing déjà vu. The doubling up strategy was included in the time tested 

and effective trading strategy systems. But if you use it incorrectly, this can be a very dangerous 

method. Many people employ a doubling up strategy called the Martingale System when they lose 

in order to recoup losses. The Martingale System involves doubling your risk every time you are on 

the losing end of things so that when you do win, it will be a larger amount. 

This is not an effective tool for trading binary options because of a few reasons. The first is that 

you won’t earn enough off of your winning trades in order for the Martingale to be effective. This 

method utilizes a doubling up of what you risk after each loss in order to give you a big profit 

once you are correct in your prediction of price movement. But binary options do not pay out 

100 percent profits and are thus not a good place to use the Martingale doubling system.  

Additionally, there are maximum trading limits employed by the vast majority of binary options 

brokers. These are enforced for the same reason that maximums are established in casino play. If 

you have an infinite bankroll and an infinite risk limit, you can eventually be a winner at binary 

options trading just by following a modified Martingale. But when you can no longer risk as much 

as necessary to recoup all of your losses with a single trade, you run the risk of going broke.  

The maximum amount that you can put up to risk is there to protect both you and the broker 

from catastrophic losses, but mostly, it protects the broker from being exploited by a simple 

money management strategy like the Martingale. 

Overly Simply or Complex Strategies 

Trading is not easy. If a system seems to be too simple, it probably is. If trading was easy, the 

simple strategies would have already been discovered and exploited to the fullest degree. Do not 

be confused with this point, though. You want a trading strategy that is simple enough for you to 

understand how to apply it. But if the system is based upon only one simple method of analysis, 

you can rest assured that this will not be effective long term.  

The same goes for overly complex strategies. This will likely only result in “analysis paralysis”—

the catchy nickname for spending too much time researching and not enough time pulling the 

trigger on actual trades. Looking at too many factors at the same time stands the risk of finding 

correlations that don’t actually exist.  

Think of it this way, if you are looking at the sport of baseball, you can cherry pick all sorts of 

occurrences and statistics to make any player look impressive. Just because a pitcher has a low 

strikeout rate against #9 hitters on Tuesdays doesn’t mean that they are a poor pitcher. Some 

sports statistics are just meaningless and the same can be said about the binary options market. 
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You can find numbers that might indicate that an increase in price is imminent, but this might not 

be the case. Don’t spend time researching relationships and occurrences that don’t really make 

logical sense.  

Predictive Methods 

No one, robot or human, can predict price changes with 100 percent accuracy. Any trading system 

or strategy that claims this is not being truthful. Even 90 percent accuracy is hard to believe in 

the unpredictable world of finance. You want a system that will provide real results, and 

anything that claims to be that profitable is not a system based in reality. 

It is much easier to ride ongoing trends than it is to predict reversals. This goes for any sort of 

asset regardless of how it has acted in the past. A strategy that attempts to predict price 

reversals is not going to be as accurate as a strategy that goes with the prevalent established 

trend. Therefore, you do not want to use a strategy that employs this method of analysis. (Keep 

in mind, reversals are still a good strategy if you have the right tools in place.) 

Ineffective Software 

This falls under the scams category. There are hundreds, if not thousands, of trading strategies 

out there and just about anyone can make and market a software program. This does not mean 

that it will work effectively. Even well intentioned strategists can fit in this description.  

A poorly constructed strategy will lead to poorly constructed software. This makes finding the 

right software essential, if you plan on going down this route. You will also want to avoid 

software programs that employ the previously explored ineffective strategies. This concept of 

scam software will be covered in more detail in Chapter Nine. 

Non Self-Weighting Strategies 

A self-weighting strategy stands on the principle that previous outcomes have a bearing on future 

outcomes. In other words, the previous information that you have gathered influences future 

outcomes. This is a principle that binary options trading actually relies upon heavily—mostly due 

to market psychology, which is discussed in Chapter Ten. 

Non self-weighting strategies might work with gambling activities like craps, but in the world of 

trading financial instruments, the past actually does influence the future. Future outcomes are 

not easy to predict, but the tenets of technical analysis rely heavily on this principle—and they 

ultimately work. If there is a trading strategy out there that says future price movement is fueled 

solely by the present, this strategy is not likely to remain effective long term. This might take the 
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shape of trading current events or announcements. But either way, the past—even if it is only a 

purely psychological response—has an effect on the future of any asset.  

Anything that Relies on Luck 

Perhaps this last point to avoid should go without saying. But in actuality, there are so many 

systems that rely on short term luck, and not actual solid and effective principles. This can be 

disastrous to you over the long haul, although you might not even realize that luck is the big 

factor in your trading.  

From a purely mathematical standpoint, short term success is largely dependent upon the 

standard deviation. Most traders stick within a single standard deviation of 50/50 trading, but 

there are always outlying traders that have results outside of this standard deviation. 

In other words, your success rate over a few trades is not going to be dependent upon your skill 

level, but rather the statistical variance that occurs in every type of trading. You might get lucky 

and be right several times in a row and still not be a skilled trader. Trading, especially a type 

of trading like binary options, has a large degree of randomness associated with it, and thus your 

results will most likely fall somewhere in the typical single standard deviation range that has been 

established for your underlying asset. But this will not always happen as there are always the rare 

outlying exceptions. 

Rather than relying on luck, you want to rely on your general profit expectations. This is a long 

term goal and as such, relies less and less on luck and more and more on your actual skill level. 

Think of it this way: a good trader is going to have losing trades. What’s to say that the good 

trader will not have a few losing trades in a row in the beginning? This is actually very likely.  

Assume that the best trader out there has a predictive model that is right a whopping 70 percent 

of the time. This means that 3 out of 10 times, he will still be wrong. These three trades might 

very well occur at the beginning of his first 10 trades. If you look at only the first three trades, 

you will see only losses. Is that trader a bad trader? Of course he isn’t, just unlucky. 

Now look at a similar example, but this time with a below average trader. If someone is right only 

30 percent of the time, they are wrong 7 out of 10 times. But what if they are right with their 

first three trades? That trader, looking at only a very small sampling, is going to be right 100 

percent of the time if you only look at their first three trades. Which of these two traders is the 

better one? Obviously the 70 percent trader is the better one, but over a short period of time, 

this does not become apparent.  

http://option.go2jump.org/SHI4Vc


The worst trader can outperform even the best trader over a small sample size. So the longer the 

timeframe you look at, the more likely skill is to play a role in the outcome and the less likely 

luck is to be involved.  

The moral of this example is that you cannot judge a strategy over the short term. You need a 

large sample size of trades executed in order to judge a strategy’s long term potential and overall 

effectiveness. This is not an easy thing to do, especially when devising your own trading model. 

The best thing to do when looking for a trading strategy is to retroactively look at as many 

examples as you can and without bias apply your trading model.  

Also, applying short term logic such as,” I will just trade each day until I’m up for the session” is 

not going to help you. There is no guarantee that even the best trader in the world will be 

profitable each day. In fact, the 70 percent correct trader will still have 30 losing trades out of 

each 100 he executes. This isn’t statistically likely, but it is possible for all 30 to occur in the 

same short period of time. Short term strategies just do not work. They rely heavily on luck and 

this is not something you want to use in order to be a long term winner at binary options trading.  

Summary 

There are so many binary options trading strategies out there and many of these can be more 

correctly labeled as “pseudo-theories.” Avoiding the preceding strategies and spotting software 

programs that use them will help you to save your money and put it to good use in a method that 

actually does provide results. There is no single strategy that will “crack” the system so beware 

of methods that purport to do so. Avoid short term success stories and aim for establishing a 

strategy that works for the long term. This is the only way to make binary options trading a 

successful career. 



Chapter Nine: Signals Services 

A signals service can make the difference between a profitable trade and a losing one. With some 

professional guidance being applied to your trading strategy, you can take advantage of some of 

the best minds in the binary options market.  

However, you also stand the small chance of being conned by a fraudulent service or by selecting 

a service that is not run by an expert. You need to research your choices before selecting a 

signals service to go with. This point is very important as you do not want to be scammed. 

Types of Signals Services 

There are a few different types of signals services. They can be robots that automatically execute 

trades for you such as an expert advisor (EA) in the Forex world, although this is not common yet 

in the binary options line of trading.  

With binary options, the most popular form of outside assistance is a signals service as this type of 

trading aide can be used with many different types of assets and ultimately leaves the decision of 

whether or not to commit to the trade to the individual.  

Signals services can be robotic or human in nature. The important thing to remember when 

deciding which to go with is their accuracy rate. You want a system that has been used for a 

while and has received positive feedback. There are so many of these signals systems out on the 

market, and many of them are very expensive, but not all of them are effective when it comes to 

making money.  

The vast majority of signals services are designed solely for currency trading, but you don’t need 

to limit yourself to this branch of binary options. There are plenty of stock signals services that 

you can find with a little bit of research.  

How to Use Them 

A signals service does not necessarily need to be run by a binary options expert. There are 

services out there for both traditional Forex and stock trading, but these can be easily applied to 

binary options trading.  
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Many EAs in the Forex world work as a signals service, so rather than automatically buying or 

short selling a stock in the traditional manner, you would look at the direction of the particular 

signal created by the EA that you are emailed or instant messaged, and then make the 

appropriate move on the corresponding binary option. This is only effective if the trading signals 

EA that you are using is operating on a similar timeframe to the binary option expiration time that 

you are looking at.  

The great thing about services is that they are very flexible. You can usually find a signals service 

that will match your trading needs and thus more completely enhance your overall strategy. 

While they are not readily available for automatic trading with most binary options brokers, you 

can still find one that will match your trading needs. 

The trick here is to select your asset and timeframe first, and then choose an effective signals 

service that will allow you to trade in the manner that works best for you. Having a conflicting 

signals service will only disrupt your natural style of trading and potentially cause you to lose 

money. Additionally, many signals services are fully customizable; using this option when you are 

selecting a service can help you to make your own strategy more complete and more effective. 

Avoiding Scams 

Unfortunately, there are signals services scams out there just waiting for your money and cannot 

deliver upon their promises. Going with a trustworthy service will avoid this, but how do you 

know which services are the most reliable? Reading independent reviews is the best course of 

action. Anyone can write good reviews for their own products, so you need to dig a little deeper 

and see what the general trading population is saying about the product you have in mind.  

If you don’t find any reviews online, the odds are that the service is not worth your time or 

money. You want something with an established track record, and if there are no reviews, this is 

a clear indication that the service has not been around for long enough to gain itself a reputation. 

Or, it could even mean that the service just doesn’t work well enough to warrant people buying, 

using, and then reviewing the product. Either way, you want to avoid this. 

Scams are inevitable in any business, but it seems like in the financial field they are much more 

prevalent. This is simply a matter of perception. The homily about the bad apple ruining the 

bunch is the case here, as it often is. There are many signals services out there that work and 

only a few scams. But the scams that are out there have given the signals service as a whole a 

bad reputation.  

You can be assured that you will probably not be scammed, but there is always the rare exception 

so you do need to be vigilant. This means putting in the research on your own behalf. Once you 



select the right signals service, the profit you start making will be well worth the extra time you 

took to find it.  

We currently are recommending Binary Option Trading Signals.
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Chapter Ten: Market Psychology 

What bearing does psychology have upon the binary options market? Actually, it has a huge 

presence. A lot of price movement occurs because of emotional reasons and understanding the 

emotions behind price change can help you to better predict the price changes that have yet to 

occur. This might seem odd at first, but let’s look at a few examples in order to further 

understand this concept. 

Actually, a lot of different technical analysis tools are related to psychology. The concept of 

support and resistance lines is just one example. A level of support is an arbitrary price, but 

because traders think that this is the lowest that a stock’s price will go, it becomes a self 

fulfilling prophecy that prices will not dip below this line.  

Is this accurate 100 percent of the time? No, of course not. But it happens enough that it has 

become a market truism. The same goes with resistance levels. Prices can very easily go above 

their resistance level, but former buyers become sellers when the asset approaches the top of its 

range. This causes prices to drop once again. This doesn’t happen because it is hardwired into the 

asset, but because this is how buyers and sellers respond to market behavior. 

Candlestick Charts 

Candlestick charts are especially good at measuring and accounting for market psychology. 

Recurring patterns like the engulfing, the doji, the hammer, and the harami are all meaningless 

until you realize that these have become bullish signals due to an implicit agreement amongst 

analysts that these patterns actually mean that prices will increase. And because people think 

that they mean prices will increase, they act like prices will increase and this leads to behavior 

that actually does make the asset’s price increase. This might sound confusing at first but it’s 

really not.  

People expect prices to rise because of the pattern so they buy the asset and this increase in 

demand leads to rising prices. In other words, many candlestick patterns are simply a self 

fulfilling prophecy. These patterns are important mainly because people think they are important 

and respond to them in a predictable manner. Knowing this will only enhance your trading ability. 

Engulfing (Figure 10.1): 

http://stockcharts.com/school/doku.php?id=chart_school:chart_analysis:introduction_to_candlesticks


Doji (Figure 10.2): 

Hammer (Figure 10.3): 

Why It’s Important 

There is a modicum of truth to these self fulfilling prophecies. Their usefulness needed to 

originate somewhere, and with these candlestick patterns, they have developed into time-tested 

signals because they have shown to be effective for many decades. The important thing to 

remember is that candlestick patterns alone will not generate a winning trading strategy. You 

need to look at these patterns in a broader context in order to fully take advantage of both 

market psychology and actual price movement.  

How You Can Use it to Benefit Your Trading 

Market psychology can be used in your favor. By understanding what other traders are thinking, 

you can anticipate price changes. Psychology is behind every individual’s trading and if you can 



anticipate when and where emotional trading is most likely to occur, you can make a lot of 

money.  

Look at Apple’s stock, for example. A year ago, AAPL stood at just under $350 per share. Now, it 

is close to $600. While solid fundamentals and a strong customer base has been a large part of 

this, you have to admit that the passing of Steve Jobs and all the publicity created by this has 

increased the amount of attention that this company’s stock has received. AAPL became a 

stalwart addition to anyone’s portfolio and the ever-improving wave of products that this 

company has put out only makes prices go up. Recognizing that  

Apple would receive more attention and that they have high quality products could have made a 

binary options trader a lot of money as they rode the long upward trend that has characterized 

the AAPL stock price. 

Chapter Summary 

Market psychology is often overlooked because it relies on how people think about assets and not 

on the assets themselves. For many, this concept doesn’t seem to make sense, but understanding 

psychology and the results that it has on people’s trading can be exactly the thing you need in 

order to take your trading up to the next level. No one aspect of this is going to be right 100 

percent of the time, but people will, for the most part, behave in predictable manners and their 

trading will reflect this.  



Chapter Eleven: Money management 

In this chapter, we will discuss some of the ways that people reduce the risk of ruin trading 

binary options.   

Investing in binary options gives you a risk management factor that you cannot get with any other 

type of trading.  

You know exactly what your risk is when you enter a trade.  

But, what makes binary options unique, is that you also know exactly what your rewards will be if 

you are correct in your predictions.  

Once you figure out exactly how well your respective trading strategy works, you can extrapolate 

what your profits will be well into the future. Of course, there will be some variance in this 

number from month to month, but you will be able to approximate with a degree of certainty just 

how much you need to risk in order to meet your yearly binary options trading goals.  

This is something you cannot do with any other type of trading. If you are adverse to risk, this 

ability is a huge benefit to you and your trading career. 

Let’s look a some ways to minimize your risk of ruin, losing your entire bankroll.  The Kelly 

Criterion is our first example.   

The Kelly Criterion 

The Kelly Criterion is a money management technique.  The Kelly Criterion is designed as a guide 

mainly for establishing the maximum amount to risk. As long as you are always below this number 

you will be fine in your trading. This is the maximum safest amount to risk per trade based on 

your bankroll, return rate and percentage of correct choices.  If the Kelly Criterion is used 

correctly with a large enough bankroll, you will never go broke.   

Binary options are a great place to use the Kelly Criterion.  Trade now at Trade Rush and start 

making money! 

Originally designed for use in casino blackjack games, the Kelly Criterion can be used even more 

efficiently when it comes to trading binary options.  The certainty that comes with this type of 

trading lends itself remarkably to Kelly analysis.  

Let’s take a closer look at how this fascinating mode of money management works in  
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practice. 

The Kelly Criterion Math 

Fraction to risk = (((Net odds received)x(Probability of winning))-(Probability of losing))/(Net odds received) 

The above formula shows you exactly what percentage of your trading capital you should risk. All 

you need to do is plug in the appropriate numbers in order to proceed.  

Let’s start with net odds received.  

This is where you plug in the amount that will be returned to you in X:1 fashion.  If you were in a 

casino playing blackjack, this number would be 1:1, but binary options usually payout less than 

this.  

For the sake of ease, let’s assume that the option you are looking at pays out 70 percent. This 

would take the form of X=0.7.  

Now our formula looks like this: 

Fraction to risk = (((0.7)x(Probability of winning))-(Probability of losing))/(0.7)

Next, let’s plug in the probability of winning.  

In a random sense of things, the price of the asset in question will either go up or down with a 50 

percent chance of either outcome. In reality, this is not true. Prices, especially trending prices, 

will have a higher chance of going one way or the other. After a period of time, you will begin to 

be able to predict with a higher degree of certainty where a price is headed based upon past 

statistics.  

For ease of this exercise, let’s assume that you have plugged in the variables and determined that 

the price has a 75 percent chance of increasing, and thus a 25 percent chance of decreasing. The 

formula now looks like this: 

Fraction to risk = (((0.7)x(0.75))-(0.25))/(0.7) 

This would give you a fraction to risk of 39 percent of your bankroll. This is an extreme example 

since you will never be 75 percent certain, but the math is the same regardless.  
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The Kelly data needs to be looked at a bit more closely. If you have a starting bankroll of $1,000, 

in the above example, you would be risking $390 in order to satisfy the Kelly requirements. This is 

not always realistic. Many brokers have a cap of $100 per trade. This is not a setback for you.  

For starters, you never want to risk the entire amount stated by the Kelly Criterion outcome. A 

fractional Kelly is more beneficial to you over the long run since it decreases your risk of ruin in 

great fashion.  

Straight Kelly numbers are great if you have a bankroll of $1 million, but for those of us with 

limited trading capital, a fractional approach is far superior.  

Back to the above example.  

If we are able to risk $390 and lose it all, we now have a bankroll of $610 to work with. What if 

another amazing 75 percent certainty trade comes along? How much would we risk then?  

The answer is 39 percent again, but 39 percent of $610 rather than $1,000. This enables us to 

maneuver our trading amounts in order to prevent catastrophic losses. 39 percent of $610 is $237. 

If we are correct here, our bankroll jumps back up 70 percent of that $237, or $165. Now we have 

a bankroll of $775.  

As you’ve probably noticed, you lose far more than you earn when you are dealing with binary 

options. As a result of this, you need to be right more often than you are wrong in order to stay 

profitable. This will weed out the weaker traders very quickly as these folks drain their trading 

accounts after just a few wrong trades.  

Two things need to be done to combat this.  

1 One, you need to have a large enough bankroll to fund your trading in the manner that 

best fits your budget.  

2 And two, you need to either be more certain about the success rates of your trades and 

increase the selectivity of potential trades, or you need to scale back on the Kelly 

numbers.  

You can trade binary options with as little as a $200 deposit at one of our recommended brokers, 

24option.com, but this will not last long if you run into a losing streak. If you can afford to 

deposit more, you should.  
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A good starting bankroll is about $1,000, but this is not realistic for everyone. You can start 

with as little as possible as long as you understand that your risk of ruin drastically increases with 

a smaller bankroll.  

You can also re-fund your account when your initial deposit is lost. This makes it a good idea for 

most beginning traders who are just testing the waters to start with the minimum as they can get 

a better feel of what they are doing and also to get an idea of whether or not they actually enjoy 

binary options trading.  

This doesn’t mean that they must begin with the minimum; it just means that it might be more 

beneficial to those on a budget. 

Scaling back on the Kelly numbers is another good strategy to keep your risk of ruin as close to 

zero as possible.  

Cutting Kelly in half or even into quarters will make your trading money go much further.  

Depending on your realistic odds of being profitable, you can venture up as high as the full Kelly 

number when you are more certain of success and your bankroll has grown to an adequate size in 

order to warrant doing this.  

The Kelly number that you determine should never be breached.  

This is the maximum safest amount to risk, not just a rough guide that you should round your 

risked amount up to. If you have a Kelly number of $149 to trade with, and you must choose 

between risking $100 and $150, you should always go with $100. Again, the Kelly Criterion is the 

absolute highest you should ever risk on a single trade. Scaling down is always the superior choice 

in this regard. 

Other Methods of Risk Reduction 

The Kelly Criterion is not for everyone. Some people who are more risk adverse will not like to 

use even a fractional Kelly strategy. This is perfectly acceptable. The Kelly Criterion is designed 

as a guide mainly for establishing the maximum amount to risk; as long as you are always below 

this number you will be fine in your trading. The downside to this is that you will not have the 

same big gains that you might see with the Kelly, but at the price of preserving your profits, this 

is well worth it. 

A simple approach is to only risk a very small percentage of your bankroll with each trade. 1 to 2 

percent is generally agreed upon as a good and safe way to preserve capital. This is something 

that traders of all sorts can use as it is very easy to figure out without complex mathematics and 

you never need to worry about big losses. Even a trader starting with $100 can be an effective 

trader and protect their money when they are only risking $1 per trade. 



The “Secret” to Beating the Market 

The best way to beat binary options is the same as the best way to beat casino blackjack—when it 

comes to money management, at least. Flat betting is not effective in blackjack because of the 

house advantage and risking the same amount each time with your binary options trading will 

yield similar results.  

Tou need to vary the amount you risk based upon your perceived advantage. 

The Kelly Criterion will give you a maximum parameter to risk without overstepping your 

advantage, but you can achieve profits simply by increasing your percent risked from 1 to 2 

percent up to 3 or 4 percent when you have a very good chance of being profitable.  

Of course, you will want to double check Kelly just in case your perceived advantage is not as 

high as you originally thought, but in most cases, risking 1 percent more than what you normally 

would is going to be an okay move. 

Varying your risked amount in accordance to your actual likelihood of being profitable is the 

single most effective way of being successful in this marketplace. 

You need to have a somewhat accurate feel of your chances of success and you need to vary the 

amount that you are risking in lockstep in order to give yourself a bigger advantage. By doing this, 

you are risking more when the odds are in your favor and less when they are not. This, over a long 

enough sampling of time, will allow you to maximize profits and minimize losses. 

The Importance of Diversity 

You’ve probably heard the old adage that you should not put all of your eggs in one basket. This is 

especially true in trading and binary options trading in particular. Hinging all of your profit 

making ability on a single type of trade is a surefire way to increase your risk of ruin. And as you 

know, the higher your risk of ruin, the less profitable you will be long term.  

Obviously, this is a counterproductive outcome. By splitting up the amount of risk you are 

assuming on a single trade over several trades, you stand a much better chance of surviving to 

trade another day. 

There’s no set rule for how to diversify your binary options trading routine.  

You want to be familiar with the several types of assets, but you also want to make sure that you 

are trading something that you have confidence in and are comfortable with.  

Uncertainty is even more dangerous than putting your money in a single asset.  

Uncertainty leads to emotional trading after the fact and this can lead to bigger losses than you 

would face in the alternate scenario.  



The simplest way to diversify is to create a trading plan that revolves around the asset or assets 

you are most comfortable trading. 

If you are looking to trade gold with one hour expiration times, you can make smaller trades that 

use the same asset on a short time period.  This lets you diversify the types of trading you do for 

the same asset.  You can trade gold at 24Option with multiple expiration times.     

You can also branch out and trade some of the stocks of companies that comprise the Dow and 

produce gold. This allows you to keep your focus on your main trade, while making several other 

smaller trades that can protect your positions. 

This is not a strategy that you can begin without a good sized bankroll. Of course, you shouldn’t 

start trading without a decently sized bankroll anyway, but to achieve the proper diversification 

requires a larger investment size than many beginners might be comfortable with.  

This point refers back to the necessity of demo trading. It also highlights the fact that you 

shouldn’t trade with money that you need for your mortgage, rent, et cetera. Don’t trade with 

money you need and your odds of success greatly increase. 

So how big of a bankroll should you start with?  

This is a loaded question.  

The answer is as much as you are comfortable with.  If we were to pick any number, we would go 

with $2,000.  This is the minimum that some Forex brokers require. It gives you wiggle room to 

focus on your main assets and other corresponding trades that will help you to maintain the 

necessary diversity.  

Of course, $2,000 is not a steadfast rule!  

Many traders deposit the minimum ($200 at 24Option) and re-load if necessary or build their 

bankroll through successfull trading.   

Beginning with much less than this number will lead to a higher risk of ruin. If you plan on 

depositing more funds if you go bust, you can begin with the minimum deposit at whichever 

broker(s) you decide to utilize.  
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The only downfall to taking this approach is that if your broker has a first time deposit bonus, you 

will not be getting as much of a boost to your bankroll had you deposited the entire amount all at 

once. However, be sure you really want a bonus before accepting one anyway, they always come 

with strings attached.   



Summary 

Money management is only as successful as the trading strategy that backs it up. A successful 

strategy will be even more successful if you have solid money management skills. These two 

concepts go hand in hand and one cannot be approached without confronting the other.  

Even the best money management system will not deliver results if you are not truly a skilled 

binary options trader.  

You should not worry about developing a concrete money management system until you are sure 

that you can be a long term trader that will be profitable.  Many traders are not.  The disciplined 

and savvy ones are but it is not easy or simple.  

Your money management skills will then make you even more profitable and avoid a lot of the 

volatility that comprises the binary options world. A poor trader will not be successful even if 

they have the best money management system ever created. 

Conclusion 

The binary options business has presented a lot of new and profitable opportunities for the short 

term trader. However, because of the automatic deficit that brokers put the trader at, this is not 

as easy of a type of trading as it first seems.  

Trading Binary Options can be a very lucrative type of trading; where else can you make a 70 

percent profit in a single trade? (see 24option).  The downfall to this is that if you are wrong, you 

oftentimes will lose everything you risked—a factor that only comes into play rarely with other 

types of trading.  

Many people have likened this to gambling, and in a way it is. You are taking a position that has 

no bearing on the ownership of the asset. You are merely making a “bet” as to whether the price 

of the underlying asset will go up or down, or fall into another customized category of binary 

options. 

Binary options are quickly growing in popularity, and as a result, they will need to continuously 

adapt to meet their traders’ needs.  

This has already begun to happen. With many brokers now offering customizable options such as 

the boundary and the one touch trades, you can more easily tailor a trade to meet your own 
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particular strategy. This degree of customization is what is going to make binary options a 

worthwhile type of trading over the long term.  

If you are new to binary options, there is a lot of room for growth. This type of trading can be 

learned much more quickly than any other type of trading and even relative novice can quickly 

become a profitable binary options trader. But don’t skimp out on your education. This is a 

surefire way to begin losing money—and this defeats the entire point of trading.  

In short, you want your trading career to be as profitable as possible. Following the advice in this 

book will help you get started on your way to achieving this.  

But experience is the best teacher so the best way to learn how to make money is to begin 

trading in some capacity. Demo trading is the best place to start, but you will surely learn 

continuously as your trading career progresses.  

You can get demo accounts at 24option (www.24option.com). And as you know by now these are 

two of our strongest recommended places to trade binary options.  

We hope that you found this book to be insightful and useful. For more information on binary 

options trading, brokers, and strategy, please visit our site, 

Are you ready to start trading?   

Visit one of our top rated binary options brokers and create your account! 

● 24Option.com - Good all around broker with high returns and excellent platform 

● Trade Rush - 60 Second Options and positive reputation. 
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