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LA JOLLA, Calif. (MarketWatch) -- Your primary objective should always
be to exploit your competitive advantages.
Because we are individual investors, we have the ability to control our risk much better
than institutions ever could.
Institutional investors who manage billions of dollars cannot get into and out of the
market as easily as we can. They wish they could. That difference affords us an
exceptional competitive advantage.
Unfortunately, most investors do not know how to take advantage of this. In this article, |
hope to offer the constructs necessary to allow you to do so.
If you have been following my recent
columns for MarketWatch, you are already
familiar with a proactive strategy |
introduced in March. That strategy is Reader ReSponse »
something | have been using to guide my it | do have a suggestion for would be traders who
clients into and out of varying market want to manage their retirement funds. If one has
cycles since January 2000. That strategy is all his pension tied in his (her) current employer

exactly what you should use to trade the

plan, there are no alternatives. But if an
market from here.

employee quits the current job, he (she) should

] 2 ; Anyone who tells you that this is a good immediately roll over the 401K into an IRA
s | B ] time to make a position trade is foolish. account with a (preferably) dlsco_u_nt brok_erage
TRADING STRATEGIES From current levels, and for the house. Unfortunately, many participants in 401K
Making the Turn foreseeable future, the market could fall optto..."
Playing the back nine of 2009 could be tricky for just as easily as it could rise. This balance - EuroAmerican | 7:51pm 7/1/09
investors with tough targets to reach. of probability tells us that we must be +3 Votes (3 Up / 0 Down)

- Beat at their own game willing to trade both long and short. Most
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switch from one side to another when the GE brass is funnier than Jay Leno
market calls for it.

* 'Boom!" goes the market
« See the full special report
It's clear that NBC Universal misfired by installing Jay Leno in a
primetime comedy show every night. General Electric senior
management would have been a better choice, writes Jon
Friedman.

11:13am Today | Comments: 21

In my opinion, the market is telling us that
we should be willing to trade both long and short for the time being.

In March, there were different signals. In March, we had excellent opportunities to buy at
the bottom. In April, | identified the ProShares Ultra Real Estate fund
(URE 5.73, -0.32, -5.29%)and the ProShares Ultra Financials fund

. ” : Most Popular
(UYG 6.08, -0.29, -4.55%)as exceptional opportunities for able investors. In May, |

advised everyone to take profits. MOST READ . MOST COMMENTED
That is the identification of opportunity. Those do not happen all the time. When they 1. Foreign banks in U.K. to limit bonuses
surface we need to be able to take advantage of them, but in the meantime we should 2. A perfect storm's brewing to cool petroleum demand

always protect our risk and realize opportunities on both sides of the curve.
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Risk control

Exploit your competitive advantages - MarketWatch

Before | go any further, the primary objective of the proactive strategies that | offer is risk
control. Without risk control, the returns of the strategies we use could never be realized.
Please review my performance for details. The only reason our strategies perform as

well as they do is that we focus on controlling our risk first.

Instead of chasing performance, we consider performance to be a natural byproduct of
risk control. Though my effort in this is difficult, | am trying to coin the phrase "chasing
risk control" for my clients. If we are able to control our risk at all times, we are able to
realize opportunities when they surface. However, if we relinquish risk controls we may
identify opportunities, but be handcuffed in losing positions when it comes time to act.

Interestingly, the strategy that | am proposing is not something that should only be used
at select times. We can use it in any market environment, regardless of economic

conditions, it works on both the long and short sides of the curve, and | have developed
a way to do it without sacrificing time or lifestyle.

This strategy has a set of rules. The most general of these rules are as follows:

- Risk controls must be used at all times
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