TRADING MASTER

1 . What IS Trading? WHAT CAN YOU TRADE?

Trading is the active buying and selling of financial instruments i e
in order to profit from price movements. Traders analyze
markets, make decisions, and manage risk — with the goal of :
generating returns. Stocks Forex (Currencies) Indices Commodities
Shares in Trading Entire markets Energy, metals,
KEY TAKEAWAYS B companies currency pairs or sectors agricultural
products
@ Trading means identifying opportunities in price
movements and acting on them deliberately.
@ Traders think in probabilities, not guarantees.
@ There are many markets and instruments — |
a suitable choice for every style. Cryptocurrencies Bonds Derivatives
Successful trading is based on analysis, strategy, Digital assets with Debt issued . Leveraged products &
g Y tegy g by |
risk management, and discipline. high volatility governments and specialized
@ Profits are possible — but never guaranteed. PR NG
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HOW A TRADE WORKS

o Analysis e Entry o Position Management o Exit
Price rises

Analyze the Enter at the @ Set a stop-loss, control Reach the
market, identify i right risk, and actively ( ) profit target. toward the

trends, and moment. i manage the position. ‘++* profit target.

find a setup.
— { TAKE-PROFIT @ Stop-loss mits
the possible loss.

Goal: pay
attention to the

risk-reward ratio.

J
THE FIVE PILLARS OF TRADING M
1 T 2 JS © 0 . (5 )
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Market Understanding Strategy Risk Management Discipline Patience
Understand the Have a clear plan Limit risk per trade Follow rules Wait for the right
fundamentals and be with rules for and protect consistently — opportunities and
able to read markets. entries and exits. your capital. without exceptions. think long term.
\
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REMEMBER MINI EXAMPLE COMMON MISTAKES
Trading is a gam? of probabilities - You bu.y a stock .at EIO!? Trading without a plan M
not every trade is a winner. expecting the price to rise. o No strategy = randomness ﬁgrﬁ\‘.r (]
o The goal is to win more over the v Sell instead of a system. |
long term than you lose. Oy AT € Taking too much risk |
. - €100 oz i +€8 =] ' Risking too much can
) Many small, consistent decisions ®- - destroy your account. 7! |
lead to success. per share
e Emotions instead of rules
) Processes beat predictions. [ , ) Fear and greed lead to )
{ Profit: €8 per share @fore costs) J BoolidacTons. \ 7
e = — oy
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2. Difference Between Trading and Investing

Trading and investing pursue the same goal—financial growth. However, they differ significantly in
time horizon, methods, tools used, risk profile, and mindset. Anyone who understands these differences
can choose the right strategy for their goals and personality.

7~

Short term —from minutes
to a few weeks.

Use short-term price movements
and realize profits.

Very short—often only minutes
to a few days.

Technical analysis, charts,
market sentiment, price behavior.

Very high—many trades

@ TRADING

Time Horizon

Goal

Holding Period

Analytical Approach

Turnover Frequency

Q00PO0OPE®

DIRECT COMPARISON \
INVESTING @

Long term—from months
to years/decades.

Build wealth and increase
value over time.

Long—usually months
to many years.

Fundamental analysis, companies,
sectors, economy, trends.

Low—few transactions over

within a short period. longer periods.
Higher—rapid ﬂuct_uatlons. Risk Profile Moderate .to low—diversification
leverage possible. and time act as a buffer.
Lower per position— : ; Higher per position—
capital is used frequently. Capital Commitment capital is tied up long term.
High —fast decisions, discipli i — pati
AW 3 dec.mns’ i Emotional Demands Madasto=paioacs, S
and stress resistance required. and confidence are crucial.
"
TIME PERSPECTIVE )
TRADING INVESTING
i - P, .
©) 2 B @ @ ---------- L i
] ] @ & > B © ® >
Minutes Hours Days Weeks Months Years Decades
WHICH SUITS YOU? )
@ 1. TIME @ 2. PATIENCE o\ 3. ACTIVITY [SE]) 4 WILLINGNESS TO LEARN
@ Do you have time every @ Are you patient and able © Do you want to make @ Are you ready to
day for analysis and to wait a long time for active daily decisions? continuously learn
R ? ;
monitoring results © o o Bttt technique?
@ Can you react quickly to © Do you feel comfortable interventions? @ Are you interested in
market movements? with slower growth? markets and companies?

@ KEY POINTS

Trading is active, short term, and
requires disciplined decisions.

Investing is more passive, long term,
and based on fundamentals.

Both approaches can be successful—
with the right strategy and mindset.

Choose the approach that fits your
goals, your time, and your personality.

S

@ REMEMBER

Neither trading nor investing
is inherently better.

The right choice depends on your
goals, your time horizon, your
knowledge, your risk tolerance,
and your personality.

~

EXAMPLES

TRADER:

Tim trades the DAX. In the morning he
recognizes strong momentum and opens
a trade with a target of +0.8% within

a few hours.

INVESTOR:

Anna buys shares of a high-quality
company or an ETF and holds them for
several years in order to benefit from
growth and dividends.

)
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i Why PEOpIE Trade MOTIVES AT A GLANCE

People trade for different reasons—from the desire for No. | Motive Description
financial freedom to the intellectual challenge. It is important
to know your own motives and to have realistic expectations.
Only then can a stable foundation for sustainable

decisions be created.

Markets offer the opportunity

Return Opportunities Worgroit capitdl

Decide the time and place

N @ | Flexiviity .
f /\) IMPORTANT: REALITY ef tradinglyoursett.
Trading is not a shortcut to quick wealth. o Independence Live more financially free and
It is a demanding craft that requires expertise, GO your own'way.
discipline, and experience. [
Curiosity about business,
s{ Knowledge — Understand markets, know o Interest in Markets numbers, and global
strategies, and continue learning. developments.
d Discipline — Follow rules, control emotions, o Analyze, evaluate,
( ) Al corR et Intellectual Challenge o /' . o
Time — Observe markets, analyze them, o Y Additional income alongside
and prepare decisions. o L L a job or studies.
.l.1ﬁ. Practice — I!'nprove through experience . . . Shrbadkasits Aadltealics
and backtesting. Diversification 3
dependencies.
@ Risk Awareness — Losses are part of it.

Protecting capital has priority. o Main Job / Trading as a career and
...................................................................................... meessionalism pmfessional field of activity_
(7. Success does not happen overnight, but
“i=5™  through structure, patience, and realistic goals.

TYPICAL TRADER PROFILES
Part-Time Trader Full-Time Trader Learning Beginner
Trades alongside a job Trading is the main At the start of the
or studies. profession. Justifies journey.
Focus on flexibility time, risk, and discipline | Focus on learning,
and long-term through a professional practicing, and step-
development. : approach. i by-step skill building.
r
QUESTIONS TO ASK BEFORE STARTING h
(3] O = O o
------ - il A §
Why do | want How much time How high is Do | have Aml
to trade? do | have? my risk? a plan? patient?
. = —— —
@ REMEMBER EXAMPLE | PITFALLS .
" : €) Quick Riches — Those who only
V] :xryzs:'::lsu:?md fit your life g : chase fast profits often make
; 3 o VS. B 5 | poor decisions. R ey ¥
Realistic expectations protect you nna trades for H arkus trades out o : .
© from disappointment. additional income | of passion for markets €@ FOMO (Fear of Missing Out) — ;""
alongside her main job. | and analysis. He Fear of missing something leads |
() Sustainable success comes through She relies on long-term | invests a lot of time | to rushed trades. i T
planning, discipline, and willingness strategies and in further education | o Unrealistic Expectations —
to learn. consistent risk and systematic Goals that are too high in teo § l I
management. trading. short a time lead to frustration ! h
) | and giving up.
/ b




TRADING MASTER

4. Opportunities and Risks in Trading

Trading opens up enormous opportunities—but every opportunity also comes with a risk.
Successful traders recognize opportunities, assess risks realistically, and consistently rely on risk management.
This is the only way to create a sustainable advantage in the market.

OPPORTUNITIES
High Liquidity

Many markets can be traded around the clock
and offer tight spreads.

Flexible Markets
Stocks, forex, indices, commodities, crypto &
more—a wide range of possibilities.

Long & Short Opportunities

You can profit from rising AND falling prices.

Leverage with Caution
With moderate leverage, positions can be used

Scalability
With experience and capital, strategies can be
expanded and returns can potentially be multiplied.

Learning and Income Opportunities
Continuous learning and discipline can make
long-term financial freedom possible.

000066

efficiently and return opportunities can increase.

J

\,

000006

Loss of Capital
Poor decisions can lead to a partial or total
loss of your capital.

Volatility
Strong and rapid price movements can
heavily burden accounts.

Leverage Risk
Leverage magnifies profits—but also
losses disproportionately.

Emotional Misjudgments
Fear, greed, and impatience often lead
to irrational decisions.

Slippage & Fees
Execution risks and costs can reduce returns
and push trades into the red.

Lack of Risk Management
Without clear rules for risk and money
management, the probability of large losses
increases. )

The higher the risk, the
greater the potential losses.
Falling prices burden
your account.

Your goal: Find the right balance!

/ f | RISK VS. RETURN | .
RISK RISK VS. RETURN pr —
11! The higher the risk, the |

greater the potential returns. |
Rising prices |

—
b !

bring profits.  /
®

\ 7
4 HOW TO PROTECT YOURSELF )
Sl BEN Whi T
i : : v—
Stop-Loss : Position Size Risk-Reward Ratio Diversification / Focus Trading Plan
— ] : i 2 £ : ¢ £ Trade according to a plan—
Limit your risk per trade. Risk only a small Aim for a positive ratio, Do not diversify too widely. ot sacnidig otbilins
Always define i persentage of your e.g. at least 1:2. anw your markets and Documentna?nd analynz?a '
L a stop-loss. capital (per trade). instruments well. your trades. )
REMEMBER o CONTROL QUESTIONS MINI EXAMPLE: RISK-REWARD 1:2
You risk €100 (1R) to win €200 (2R).

@ Not every opportunity makes sense.
@ Higher potential profit = higher risk.

@ Risk management is more
important than the win rate.

@ Protect your capital—it is your
most valuable asset.
@ Without capital, there is no trading.

o Have | set my stop-loss?

o Does the position size fit my risk?
Is my risk-reward ratio
at least 1:27

@ Am | acting according to plan—
or according to feelings?

Only when all answers are YES

can a trade make sense.

--------------------------- TARGET (TAKE-PROFIT)

+2R * s T 4€200 (+2R)
; ‘* * * ENTRY
........................... LS
-1R I-g--if..* .................... _.| sToP-LOSS
-€100 (-1R)

If you hit your target, you win twice your stake.

| That creates a positive R/R for long-term profitability.

5
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5. The Most Important Financial Markets

Every financial market has its own participants, instruments, liquidity, volatility, and areas of use.
This overview helps you understand the most important markets, recognize their differences,
and find the right market for your goals and your trading style.

- MARKETS AT A GLANCE N
STOCKS FOREX CRYPTOCURRENCIES COMMODITIES INDICES BONDS DERIVATIVES
Company shares Trading currencies Digital currencies Physical 9°°df Representation of Debt securities Leveraged
with growth in the world's with high volatility such as gold, oil, entire markets or with fixed interest— products and
potential and largest and most and 24/7 trading. or silver—driven sectors for broad focus on safety contracts for
dividends. liquid market. by supply and market exposure. and return. flexible strategies
demand. and hedging.
X £,
WHAT IS TRADED?
MARKET TYPICAL INSTRUMENTS CHARACTERISTICS / USE
@ Stocks Individual stocks, ETFs, ADRs Equity stakes in companies with price opportunities
and dividends; growth-oriented in the long term.
Forex (Currency Market) Currency pairs (e.g. EUR/USD, 24/5 trading, very high liquidity, tight spreads;
USD/JPY), spot & CFDs ideal for short-term setups.
e Cryptocurrencies Coins (e.g. Bitcoin, Ethereum), 24/7 trading, high volatility, strongly influenced by
tokens, crypto ETFs sentiment, technology, and regulation.
Energy (e.g. oil, gas), metals Pri litical
Commodities ; 2 rices depend on supply, demand, geopolitica
@ (0, abisy, coppecy syricdtisd factors, and the economy.
products
@ Indices Stock indices (e.g. DAX, S&P 500, Show the development of entire markets or sectors;
NASDAQ 100), ETFs, CFDs broad diversification in one instrument.
Bonds Government bonds, corporate bonds, Fixed interest, lower fluctuations; important
bond ETFs for stability and diversification.
‘ Derivatives Options, futures, CFDs, warrants Lever_age_ enables ﬂn_axuble R
L but with increased risk. y
HOW DO THE MARKETS DIFFER? WHICH MARKET SUITS WHOM?
|
© X @ @ BEGINNERS
‘ Liquidity Volatility Trading Hours Complexity g.gzpﬂn:m Focus on stocks (ETFs) and indices.
@ Stocks see eoee Exchange hours eoe o0 Easy access, good transparency,
Yweshduy) solid for long-term wealth building.
| @Fom eoecee eee 24/5 eoee ®oe
9 Cypto e@®eee eosee 24/7 see esee ADVANCED TRADERS
Conediiis Exchange hours Forex and commodities offer many
@ Gl e (weekday) ke e opportunities for active strategies
@ Indices eoe@e® oo Exchangehours @@ @« YY) and short-term setups.
(weskday) Good risk management is crucial.
Bonds @@ seee E:Ehmggza}urs T esee
week
@ Derivatives ® ® ® eeooe Exchangehours ®@e®® eoe SPECIALIZFD TRAI_JERS
(weekday) Cryptocurrencies and derivatives are for
g experienced traders who want to use
Low ®e®e e Hgh volatility, leverage, and complex
L. & R strategies deliberately.
J
o i e B
EVRENES - REMEMBER | PRACTICE
& Every market has its own characteristics
au_'n:l _u?porluni‘!i_es. b Understand the rules, risks, Start with a few, easy-to-understand
(] t:qwuugg‘vélatshty. and trading times and liquidity of a market before markets and build your knowledge
© Choose the market that fits your goals, you trade it. step by step.
A Knowledge beats speculation Focus instead of overioad
/] ‘I‘De:ersfrf:s:tlon across markets can eag P n. moves you forward.
uce ri . )

: (5)
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6. Stock Market

@

WHAT ARE STOCKS?

@ Ownership stake in a company: A stock makes you
. a co-owner and gives you voting rights,
The stock market is the central marketplace i i
where shares in companies—stocks—are bought @ Price movemer?t: The price of a stock constantly
: . L changes according to supply and demand.
and sold. It enables companies to raise capital and = 7 . .
_ ool 3 : @ Dividends (optional): Companies can distribute
allows investors to participate in the economic profits to shareholders.
success of businesses. @ Drivers of movement: Expectations and company
performance influence the stock price.
N 2
HOW STOCK TRADING WORKS N
2 i 2
T > _ P e L >
BUYER EXCHANGE SELLER
Investors place buy orders The exchange brings buyers Investors place sell orders
to acquire shares. and sellers together and to dispose of shares.
ensures fair prices.
PRICE DEVELOPMENT (EXAMPLE)
ORDER BOOK (EXAMPLE)
)4 wse. --
t— BIDS (BUY) ASKS (SELL) *.
Price (€)  Shares Price (€)  Shares 100 € ““H*
101.20 800 10150 700 “ k iﬂj
10110 1200 10160 1,000 o +“ k . s
10100 1500 5:';50“:’ 10170 1,300 — “‘ ey )
100.90 900 ; 101.80 900 "
100.80 1,000 101.90 1,100 85€ v T T v
- , Jan Feb Mar  Apr  May
\ Y,
IMPORTANT INFLUENCING FACTORS B
Company figures Interest rates Economy
Revenue, profit, margin, and Interest rates affect the Growth, inflation, and labor
outlook influence investor attractiveness of stocks market conditions affect
confidence. compared with bonds. corporate profits.
News Industry development Investor sentiment
Corporate news, politics, or @ Trends, innovation, and Market psychology can trigger
events can move prices competition shape a sector's strong short-term price
sharply. opportunities. movements.
\: J
WELL-KNOWN COMPANIES i
Apple Microsoft SAP LVMH Volkswagen
b
i
@ REMEMBER EXAMPLE @ WHAT TO WATCH FOR?
Lot The company TechNova exceeds -
g::d(ls o::jrls great opportunities, quvings gons in the first quartee. @ Liquidity: Is the stock easy to trade?
® 0 T R el = B @ Trend: Is the price moving in an uptrend?
The quality and valuation of the :
company determnine whether a E:\ i - ﬁfl o :::::::e;t::g;e revenue and profit
stock can be a good long-term -Q will © ik volal‘ o ot
; isk: How tile is stock al
investment. Expected Actual Stock price : i s A i
eamnings €1.00  earnings €1.25 rises (ApEndars e & O inchham rakes:
- S - ~ =,

p — — =

6
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7. Forex Market HOW DO MOVEMENTS ARISE?

Interest rates: Differences in key interest rates
influence a currency’s attractiveness. |

The foreign exchange market (Forex) is the global, decentralized
Economic data: Employment, inflation, GDP, and
retail sales move prices.

market where currencies are traded around the clock. It is by far
the most liquid financial market in the world and makes it possible

Central banks: Decisions on rates, bond purchases,
and monetary policy have an immediate effect.

to profit from exchange-rate movements between two currencies.

Geopolitical events: Wars, elections, sanctions,
or trade disputes create volatility.

BASIC PRINCIPLE

Market sentiment: Risk aversion, speculation, and

CURRENCY PAIR E
: liquidity fl ies.
& EUR/USD L iquidity flows move currencies )

’_

~—
RATE (QUOTE) FEATURES OF THE FOREX MARKET

‘ EUR 1 0950 USD Highest liquidity — More than 6 trillion US dollars
Basa Cumency * Quote Currency are traded daily—the largest financial market in
The rate 1.0950 means:

the world.
For 1 euro (base currency) you get
1.0950 US dollars (quote currency).

00000

24/5 Trading — Forex can be traded continuously
from Sunday evening to Friday evening (UTC).

Currency pairs — Trading always takes place in

©OPDO6GO

s N '
| pairs, e.g. EUR/USD, GBP/JPY, USD/CHF.
f RATE RISES ‘ RATE FALLS
Pips and spreads — Price movements are
EUR/USD 1.0950 = 1.1000 EUR/USD 1.0950 — 1.0850 measured in pips. The spread is the difference
between the buy and sell price.
| The euro gets stronger. The euro gets weaker. 2
The rate rises. The rate falls. Lev‘e'rage Wﬂh risk — Leverage al!ows larger
positions with little capital —increasing
opportunities, but also significantly increasing
E, A o loss risks.
% J J
EUR/USD EXAMPLE — THIS IS HOW THE MARKET REACTS
US DATA STRONGER THAN EXPECTED US DATA WEAKER THAN EXPECTED
S () - (&) - - (f) - (')
\ / — M 3 o =
b2 xJ
Strong economic Fed could keep USD gets EUR/USD Weak economic Fed could USD gets EUR/USD
data (e.g. labor rates higher stronger fall data (e.g. inflation, cut rates weaker :
market) for longer alls GDP) rises
[ The dollar gains value — The EUR/USD rate falls. J [ The dollar loses value — The EUR/USD rate rises. ]
s 7
' Y -
REMEMBER @ TIPS ‘ COMMON MISTAKES
) The Forex market reacts particularly | @ Regularly watch the economic calendar ‘ € Trading the news impulsively and
strongly to macroeconomic data and and important news situations. entering without a plan.
central-bank decisions. @ Pay attention to spreads—especially )
&) Price movements arise from the for exotic currency pairs. o Using t::oadmuc:; Ieve;:ge—small
interaction of fundamental data, @ Use the main trading times (London & M O -
politics, and market psychology. New York) for more liquidity and tighter € Ignoring spread, volatility, and
@ Understand the influences—then you spreads. | trading hours.
can recognize opportunities and @ Consistently set stop-loss and take-profit— |
risks early. L risk management is crucial. L 4

7
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8. Crypto Market G | e

The crypto market is global, digital, and never closed. It offers
enormous opportunities, but is also known for its high volatility.
Innovations, new technologies, and changing conditions drive
this dynamic market.

0 WHAT ARE CRYPTOCURRENCIES?

Cryptocurrencies are digital assets based on
blockchain technology.

Bitcoin (BTC): The first and best-known
cryptocurrency—digital ‘gold’ with a limited supply.

o

Ethereum (ETH): Leading platform for smart
contracts and decentralized applications.

Altcoins: All other cryptocurrencies such as Solana
(SOL), Cardano (ADA), Ripple (XRP), and many more.

LS
FEATURES OF THE CRYPTO MARKET
High Volatility 24/7 Trading Regulation ~ Market Sentiment Liquidity On-Chain Data T“J:j;?f! &
Strong price The crypto market Laws and rules are News, trends, and Varies depending Blockchain data Protocol updates
movements in a is open around the constantly evolving social media on the coin and provides ihniotaliona an d'
short time—great clock and 7 days and vary by influence prices the exchange— transparent insights partnerships‘ drive
opportunities, but a week. country. strongly and affects slippage into activity and values and
also high risks. quickly. and execution. flows. narratives.
\
IMPORTANT AREAS
S
‘ =
=
| v @® =
BITCOIN (BTC) ETHEREUM (ETH) ALTCOINS STABLECOINS DEFI / TOKEN ECONOMICS
Digital gold and Smart-contract platform Many projects with Pegged to fiat currencies Decentralized finance
store of value. and foundation for DeFi, their own use cases (e.g. USDT, USDC)— and token models create
Limited supply of NFTs, and Web3. and growth potential. important for liquidity new incentives and
21 million BTC. and security. value flows.
\ J
N
WHAT INFLUENCES THE PRICE?
| oo
ETF / Regulation News ;:i Adoption Q Liquidity Q Sentiment @ Macro Environment
Approvals, bans, or More users, companies, Capital inflows and Mood, Fear & Greed, Interest rates, inflation,
new laws can trigger and institutions increase exchange liquidity aid social media drive USD strength, and
strong price demand and influence stability buying and selling. global markets also
movements. acceptance. and trends. affect crypto. )
EXAMPLE

,@ REMEMBER

®

The approval of a Bitcoin ETF or

RISKS

@ Crypto offers enormous potential strong institutional adoption: ) Extreme volatility and sudden
through innovation and growth. ® @ ° A/ sharp price swings.
& The markets move quickly and é ..‘ —) I € Exchangerisk: hackls. insolvencies,
unpredictably. (] I f I or outages are possible.
@ Strict risk management and More trust More demand Higher price € Hype cycles & FOMO often lead
ti ial fo I . to poor investments. l .
PEENCEQIE CTUCHS Ol Mare demand meets limited supply— © Overtrading and a lack of a plan L1 ™

long-term success.

prices often rise sustainably.

can quickly drain capital.
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Commodities are not products of a
company, but natural resources with
global trade and high price dynamics.

TRADING

9. Commodities Market

The commodities market includes natural resources that are

used in the economy as raw materials. These include energy,
metals, and agricultural commodities. Commodities are traded
worldwide and are indispensable for industry, consumers,

and investors. \ J

COMMODITY CATEGORIES ~

0 O O

ENERGY PRECIOUS METALS INDUSTRIAL METALS gg?&:fd%;ﬁ?:;
@ Crude oil (Brent, WTI) © Gold @ Copper © Wheat, Corn
@ Natural gas & Silver @ Aluminum @ Soybeans
@ Heating oil. @ Platinum, Palladium. @ Nickel, Zinc. @ Coffee, Sugar.
\ J

WHAT MOVES PRICES? R

@ Supply and Demand: More demand or scarcer
supply drives prices.

@ Inventories: High inventories put pressure on
prices, low inventories support prices.

@ Weather: Droughts, frost, or floods affect

(V] Geopolitical Events: Conflicts, sanctions, or
instability disrupt supply chains and production.

@ Production Volumes / OPEC: Decisions by major
producing countries directly affect supply.

@ Economic Growth and Inflation: Strong growth

harvests and supply.

and higher inflation increase demand and prices.

FEATURES

SEASONALITY

In agricultural commodities,
harvest cycles often lead to

regular price fluctuations.

GEOPOLITICAL RISKS

Supply interruptions or
export restrictions can
suddenly move prices

6

INFLATION LINK
Commodities are considered
an inflation barometer and
partly protect against loss

oil production.

on the market
declines.

same or higher demand
causes the price to rise.

sharply. of purchasing power.
-
OIL MARKET EXAMPLE
PRODUCTION CUT LOWER SUPPLY OIL PRICE RISES
OPEC+ reduces The available supply Less supply with the

@ REMEMBER

Commodity prices can fluctuate strongly.

and fundamental data.

Anyone who understands the drivers
can seize opportunities and control
risks better.

)
() They react sensitively to global events
@

OPPORTUNITIES

@ Diversification in the portfolio.

@ Protection against inflation and
currency devaluation.

[« Opportunities to profit from
rising price trends.

. RISKS

High volatility and strong fluctuations.
Political shocks and natural events
are difficult to predict.

Leveraged products and poor
decisions can lead to large losses.
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10. Index Trading

Wi/

FROM INDIVIDUAL STOCKS TO THE INDEX

: : .’ Apple
Index trading means trading the performance of a Technology
basket of stocks—and therefore representing the
movement of an entire market or market segment E Microsoft
instead of focusing on just one single stock. Technology \ Overall Index
e.g. DAX,

7 erey) Amazon S&P 500,
@/} WHAT IS AN INDEX? Consumer Goods NASDAQ 100
@ Anindex is a basket of selected stocks. JPM :::::a"

"
@ Anindex represents a market or a Index Chart (Example: S&P 500) ‘ﬂ
specific market segment. Ty Visa + ‘H'/ |
Finance ' al'
@ Well-known examples are the DAX, ; H" ‘ﬂ. J'flf/ |
the S&P 500, or the NASDAQ 100. “m ' .l P |
1 4 '/.’
@ Index trading reduces the risk "/,,J i |
associated with a single stock. L 3 N N S P OO L J
\ d X J
"
WHY TRADERS TRADE INDICES
Diversification Clear Market Sentiment High Liquidity Broad Applicability . Ofltegt'-‘“:eé_ .
An index bundles many Indices show the Large indices are Suitable for short-term L'::: :e ::ent ‘::
stocks and spreads risk direction and strength heavily traded and trades, long-term company ::NS o
across numerous of the overall market often available with investments, affecting one particular
companies. at a glance. tight spreads. or hedging. shack

. 7

TYPICAL TRADING INSTRUMENTS )
‘ OPTIONS
FUTURES ETFs CFDs ON INDICES
Futures contracts on Exchange-traded funds Contracts for difference Options on index
indices with leverage, that track an index— on indices with futures or ETFs for
time-limited, and ‘ simple, transparent, leverage —flexibly trade hedging or speculative
exchange-traded. ‘ cost-efficient. long or short. strategies.
g N W
_‘Q'. REMEMBER EXAMPLE 4 OVERALL MARKET SENTIMENT

Index trading focuses on the
overall development of a market
rather than on a single stock.

It reduces concentration risk As a result, the S&P 500 rises AAPL MSFT AMZN NEGATIVE  NEUTRAL  POSITIVE
and reflects the true strength because the majority of its S&P 500 1 Investor sentiment shows
or weakness of the market. components move higher s the direction of the
G A _ camy the index upward. L overall market. )

Strong corporate earnings in the USA
lift many large stocks—for example
Apple, Microsoft, and Amazon.

: P
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