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FORWARD 
 
Thank you for purchasing HOW I WON: MAKING MONEY IN STOCK TRENDS .  You have made a wise 
investment.   Few market publications disclose such a tactical strategy as the one you are about to 
discover.  It was written by the quintessential Wall Street outsider who developed trading systems and 
investment strategies after years of trial and error.   
 
Format and presentation of the system and trading s trategy are designed to reach 
the largest possible audience; from the beginner to  the initiated trader with 
advanced technical analysis experience.  There are two (2) segments:  the eBook, 
which details a basic technical premise upon which the more advanced setup and 
trade management strategy is based; and 2) an email  Tutorial program which 
details the specific setup and trade management met hod.  Those who purchase 
the eBook will receive three (3) Tutorials per week .  Tutorials one through five (1-
5) cover the essential components from setup to tra de management and are 
required to fully evaluate the method.  Therefore, beginners will want to digest the 
eBook and work through all tutorials.  More advance d traders can receive all 
necessary components immediately by contacting the author at 
info@tradeshadow.com. 
 
The exact strategy detailed in the following pages and subsequent Tutorial program was used by the 
author to trade equities and Forex in a worldwide investment contest.  He won the grand prize. 
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ABOUT THE AUTHOR 
 
Edward Burke, a 54-year-old jazz musician from Shippensburg, PA won the 2008 CNBC.com Million 
Dollar Portfolio Challenge. 
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Mr. Burke emerged as the winner among 254,000 contestants who participated in the 10-week contest to 
see who could compile the largest portfolio as a sum of equities, currencies and cash.  When it was 
announced on Power Lunch that he won the grand price, Ed thanked his brother Bob, who donated stem 
cells in the late 1990s after Edward was diagnosed with cancer.  He is a cancer survivor. 
 
This eBook is part one of a series of investment ‘how to’ publications.  This undertaking is part of Mr. 
Burke’s quest to educate investors and inspire those struggling with similar illnesses.  A portion of the 
sale of this eBook will fund his charitable trust drive. 
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NECESSARY LEGAL JARGON 
 
The information contained on this eBook and from any communication related to this publication is for 
information purposes only.   

 

HOW I WON: MAKING MONEY IN STOCK TRENDS  does not provide any legal, financial or other 
advice. It also does not make any recommendation or endorsement as to any investment, advisor or 
other service or product or to any material submitted by third parties or linked to this publication. In 
addition, HOW I WON: MAKING MONEY IN STOCK TRENDS  does not offer any advice regarding the 
nature, potential value or suitability of any particular investment, security or investment strategy.  

The investments and strategies mentioned in this publication may not be suitable for you. If you have any 
concerns you should contact an independent financial advisor.  

While we believe this eBook will be useful, the information contained herein does not guarantee you will 
achieve positive results. The work required to apply what you learn is your responsibility.  The material in 
this eBook does not constitute advice and you should not rely on any material in this eBook to make (or 
refrain from making) any decision or take (or refrain from taking) any action.  

 

Copyright Policy for Content 

All information in this eBook is Copyright © Big Wednesday Capital Management, LLC .  No part of this 
publication may be reproduced, stored in a retrieval system or transmitted in any form or by any means 
(electronic, mechanical, photocopy, recording, scanning or otherwise) except as permitted under Section 
107 or 108 of the 1976 United States Copyright Act, without prior written permission from  Big 
Wednesday Capital Management, LLC . 

 

Use by Individuals 

You may print copies of this content for personal use only and store the file on your computer. Any other 
use or redistribution is only available with written permission from Big Wednesday Capital Management, 
LLC. 

Licensing and Reprint Rights 

The content in this eBook may not be licensed or reprinted without permission from Big Wednesday 
Capital Management, LLC .
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INTRODUCTION 

 
 
"The speculator’s deadly enemies are: Ignorance, gr eed, fear and hope.  All the statute books in 
the world and all the rule books on all the Exchang es of the earth cannot eliminate these from the 
human animal. " 

Edwin Lefevre, Reminiscences of a Stock Operator  
 

………. 
 
This is a how-to eBook, plain and simple.  The how is how to systematically and tactically profit from stock 
trends; how to time the market and reach your short and long term goals.  Most importantly, you'll learn 
how to side step economic collapse and avoid devastating bear markets.  You might even profit from 
them. 
 
Sound too good to be true?  Maybe it is, maybe it isn't.  No system is perfect and effort is required.  Year 
after year you can profit from stock market fluctuations.  This eBook will provide the specific framework 
and exact details of an exemplary short and long term strategy.  The implementation will be up to you. 
 
This eBook assumes you have a working knowledge of the stock market.  Fundamental concepts such as 
positions (long or short), basic stock charting and trading skills will not be discussed.  The internet is a 
vast resource of such information at no cost should you require a primer.  Rarely, however, does one 
discover an exact system for moving with the market.  Let's begin.... 
 
 
 
TIMING VS FORECASTING 
 
Much has been written about market timing and technical analysis.  Most pundits dismiss both as 
implausible.  Indeed most indicators are worthless. However, there is a vast difference between market 
'timing' and 'forecasting'.  The media and conventional wisdom erroneously treat both similarly. 
 
Market timing for our objective involves a proven, specific strategy for entering or exiting the market.  
More importantly it provides a clear plan should that position be wrong.  Probabilistically, the disciplined 
investor or trader must simply follow the plan and large profits will dwarf occasional or even more frequent 
small losses. 
 
Forecasting by definition is an attempt to determine exactly where the market will be at some point in the 
future; or worse, what it will do at any given point in time.  Frequently, this is nothing more than 
guesswork and hope. 
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CHAPTER 1: MOVING AVERAGES DEFINED 
 
InvestorWords.com defines MOVING AVERAGE: 
 
A technical analysis term meaning the average price of a security over a specified time period, used in 
order to spot pricing trends by flattening out large fluctuations. This is perhaps the most commonly used 
variable in technical analysis. Moving average data is used to create charts that show whether a stock's 
price is trending up or down. They can be used to track daily, weekly, or monthly patterns. Each new 
day's (or week's or month's) numbers are added to the average and the oldest numbers are dropped; 
thus, the average "moves" over time. In general, the shorter the time frame used, the more volatile the 
prices will appear, so, for example, 20 day moving average lines tend to move up and down more than 
200 day moving average lines (See Illustration 1 ). 
 
 

  
 ILLUSTRATION 1 :  20 PERIOD AND 200 PERIOD SIMPLE MOVING AVERAGES OF IBM ON A DAILY INTERVAL CHART 
 
 
An EXPONENTIAL MOVING AVERAGE is calculated by weighting recent price values more heavily than 
older values.  The weighting for each older data point decreases exponentially, giving much more 
importance to recent observations while not entirely discarding older observations (See Illustration 2 ). 
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ILLUSTRATION 2 :  20 and 200 EXPONENTIAL MOVING AVERAGES on an IBM daily interval chart 
 
The number of periods used to compute the average is a parameter selected by the investor.  Although 
there are popular moving averages such as the 50 or 100, any number of periods may be employed.  
Moving averages are best viewed on stock (bar) charts where the parameters may be manipulated.  For 
our purposes all moving averages will be calculated using the CLOSE price of the interval.  For example, 
a 20 PERIOD EXPONENTIAL MOVING AVERAGE will be calculated using the last twenty (20) CLOSING 
PRICES. 
 
The Exponential Moving Average is the primary tool of the system.  Now that you are familiar with it, let's 
introduce you to the SYSTEM COMPONENTS. 
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CHAPTER 2: SYSTEM COMPONENTS 
 
Understanding the principals of the system is requisite to implementation.  There are three components:  
PRICE, SHORT TERM TREND and LONG TERM TREND.  Each component has its own Exponential 
Moving Average (EMA).  Each will be used in conjunction with the other two to establish and validate 
cycles and trends.  Let's examine each one. 
 
  
PRICE 
 
The shortest (lowest parameter) Exponential Moving Average (EMA) will be used as a surrogate for the 
price of the security or market we are analyzing.  Prices are volatile. By smoothing the price over a short 
average (typically no more than 10 periods)  an investor can manage that volatility and more easily spot 
market entries and trend changes (See Illustration 3 ). Notice how the EMA of closing prices smooths the 
volatility. 
 

 
ILLUSTRATION 3 :  3 PERIOD EMA of IBM on a daily interval chart 
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SHORT TERM TREND 
 
The next longest (parameter) EMA represents the short term trend.  Typically between 10 and 30 periods, 
the short term trend is the workhorse of the system.  Its relation to PRICE and the LONG TERM TREND 
will determine the overall cycle and current trend of the stock or market in question (See Illustration 4 ). 
 
 

 
ILLUSTRATION 4 : 13 PERIOD (blue line) EMA of IBM on a daily interval chart  
 
In ILLUSTRATION 4 we can clearly observe the relationship between the PRICE (3 PERIOD EMA) and 
the SHORT TERM TREND (13 PERIOD EMA). 
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LONG TERM TREND 
 
The longest (parameter) EMA is the LONG TERM TREND.  This moving average is generally more the 
30 periods and is used to establish longer cycles.  Again, its relation to PRICE and the SHORT TERM 
TREND defines the system (See Illustration 5 ). 
   
   

   
ILLUSTRATION 5 :  39 PERIOD EMA of IBM on a daily interval chart 
 
 
In ILLUSTRATION 5 we can clearly see the relationship between the PRICE (3 PERIOD EMA), the 
SHORT TERM TREND (13 PERIOD EMA) and the LONG TERM TREND (39 PERIOD EMA). 
 
The system is beginning to take shape.  Let's take a quick look at time intervals before proceeding to 
parameters and implementation. 
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TIME INTERVALS 
 
It is important to note the difference between EMA periods and the TIME INTERVAL of the stock or 
market the trader is charting.  Once determined, the number of EMA periods can remain fixed while the 
INTERVAL changes.  This interval can range from a 1 minute bar chart to a WEEKLY or MONTHLY bar 
chart.   
 
The number of EMA periods which will be discussed in the next chapter and the chart INTERVAL are 
both at the discretion of the investor.  However, some suggestions will be made.  Very short intervals may 
require intraday charting and real time quotes.  Longer intervals such as DAILY and WEEKLY require 
less work and capture longer term moves. 
 
Now let's establish the EMA parameters. 
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CHAPTER 3: ESTABLISHING PARAMETERS:  Developing you r system  
 
  
A  X  B  =  C 
 
The easiest formula for calculating your PRICE, SHORT and LONG TERM TRENDS is A X B = C.  A is 
the PRICE, B is the SHORT TERM TREND and C is the LONG TERM TREND.  The first two periods 
determine the third.  This approach was developed after years of research, trial and error.  Although no 
parameter suite will function perfectly all the time, this simple approach and consistent application should 
keep you on track. 
 
The PRICE EMA appears to function best when 3-5 periods are employed.  For the exact system 
supplied by this eBook, we will use the 3 EMA.  The SHORT TERM TREND will use the 6 EMA.  
Employing the formula above the LONG TERM TREND EMA is 18 (3 x 6 = 18) – (See Illustration 6 ). 
 
  

 
ILLUSTRATION 6 :  3-6-18 SYSTEM on an IBM daily interval chart 
  
Although this system employs the 3-6-18 EMAs, you can experiment with your own parameters as you 
develop your own style.  Some ideas include: 
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5 – 10 – 50 SYSTEM
 

 
 
 
3 – 13 – 39 SYSTEM 
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5 – 20 – 100 SYSTEM 
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CHAPTER 4: PUTTING IT ALL TOGETHER:  SYSTEM LOGIC A ND IMPLEMENTATION 
 
Now that you have a working knowledge of the system components, the ability to establish parameters 
and work with time intervals, we may proceed to system logic and implementation.   
 
SYSTEM KEY #1:  PRICE CROSSING SHORT TERM TREND 
 
When the PRICE EMA crosses over (up or down) the SHORT TERM EMA a short term trend signal is 
established (See Illustration 7 ). 
 
 

 
ILLUSTRATION 7 :  3 EMA crossing above 6 EMA on IBM daily interval chart 
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SYSTEM KEY #2:  SHORT TERM TREND CROSSING LONG TERM TREND 
 
When the SHORT TERM TREND EMA crosses over (up or down) the LONG TERM EMA, a long term 
trend signal is established (See Illustration 8 ). 
  
 

 
ILLUSTRATION 8 :  6 EMA crossing above 18 EMA on an IBM daily interval chart 
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UP TRENDS 
 
If the SHORT TERM EMA is trading ABOVE the LONG TERM EMA the trend is UP (See Illustration 9 ). 
 
 

 
ILLUSTRATION 9 :  LONG TERM UPTREND on IBM daily interval chart  
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DOWN TRENDS 
 
If the SHORT TERM EMA is trading BELOW the LONG TERM EMA the trend is DOWN (See Illustration 
10). 
 
 

 
ILLUSTRATION 10 :  LONG TERM DOWN TREND on IBM daily interval chart  
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CROSSOVERS 
 
If the PRICE EMA crosses the SHORT TERM EMA (up or down) BEFORE the SHORT TERM EMA 
crosses the LONG TERM EMA (up or down), a CROSSOVER has occurred.  These can be either the 
beginning of a long term trend change or indecision.  It is important to note this.  The system outlined in 
this eBook will assume indecision. (See Illustration 11 ). 
 
  

 
ILLUSTRATION 11 :  A CROSSOVER UP on an IBM daily interval chart   
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Since recognizing CROSSOVERS is extremely important, let’s review with a CROSSOVER DOWN (See 
Illustration 12 ). 
 
 

 
ILLUSTRATION 12 :  A CROSSOVER DOWN on an IBM daily interval chart 
 
 
SYSTEM KEY #3:  CONTINUATIONS 
 
If the PRICE EMA crosses the SHORT TERM EMA and the latter is ALREADY ABOVE OR BELOW THE 
LONG TERM EMA, a CONTINUATION has occurred.  This is extremely important. It is the cornerstone of 
the system. DO NOT PROCEED UNTIL YOU UNDERSTAND THE DIFFERENCE BETWEEN 
CROSSOVERS AND CONTINUATIONS.  In effect you do not want to trade indecision. The patient 
investor will wait for confirmation of the trend (PRICE EMA crossing a SHORT TERM EMA which is 
ALREADY ON THE PROPER SIDE OF THE LONG TERM EMA).  In simpler terms, SHORT TERM 



�����������	
��

�����������������
�
�������� ��

TREND signals are most effective when the LONG TERM TREND is established. An example would be 
the 3 EMA crossing ABOVE the 6 EMA.  The 6 EMA is already ABOVE the 18 EMA) – (See Illustration 
13).  
 
 

  
ILLUSTRATION 13 :  CONTINUATION UP on an IBM daily interval chart   
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Since recognizing CONTINUATIONS is the cornerstone of the system, let’s review with an example of a 
CONTINUATION DOWN in an existing down trend (See Illustration 14 ). 
 
 

 
ILLUSTRATION 14 :  A CONTINUATION DOWN in an IBM daily interval chart 
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COUNTER TRENDS  
 
If the PRICE EMA crosses over the SHORT TERM EMA (short term trend change) and the latter remains 
fixed above or below the LONG TERM TREND, a COUNTER TREND has occurred. This indicates the 
beginning of a long term trend change or indecision (See Illustration 15 ). 
 

 
ILLUSTRATION 15 :  A COUNTER TREND in an IBM daily interval chart 
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COUNTER TRENDS are used to spot opportunities for t rend CONTINUATIONS .  These opportunities 
will enable the trader to enter the market when the trend is most likely to continue. The trader will also 
know when to stand aside.  A COUNTER TREND is a sign of weakness in any LONG TERM TREND.  
One never knows if the LONG TERM TREND is changing or if it will resume.  The disciplined trader can 
exit the market and wait for a CONTINUATION.  For this reason the system will always side step long 
term bear markets. 
 
The following illustration provides an example of a COUNTER TREND evolving into a confirmed DOWN 
TREND.  The trader would have exited the market long before a devastating selloff (See Illustration 16 ). 
 
 

 
ILLUSTRATION 16 :  A COUNTER TREND evolving into a DOWN TREND in an IBM daily interval chart 
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Read this chapter as often as necessary until the rudiments are mastered.  Once the logic is clear, you 
will be able to instantly spot trends, trend changes, and counter trends on any stock or market chart in 
any time frame.   
 
 
 
CHAPTER 5: BASIC SYSTEM RULES  
 
Now that you have mastered the system logic, entering the market and mastering the strategy is up to 
you.  Let's begin with LONG (buy) positions.  Remember, for this exercise we will be using the 3-6-18 
system. 
   
ENTERING LONG 
  

ENTER LONG (Buy) when the PRICE EMA crosses ABOVE the SHORT TERM EMA after a 
COUNTER TREND where the SHORT TERM TREND IS ABOVE THE LONG TERM TREND.   

 
Enter LONG (Buy) when the 3 EMA crosses above the 6  EMA in an established UP TREND 
(the 6 EMA is trading above the 18 EMA). 

 
  
LONG EXIT 
  

CLOSE (exit) the LONG position when the PRICE EMA crosses BELOW the SHORT TERM EMA 
(forming either another counter trend or the beginning of a long term trend change). 

  
Exit when the 3 EMA crosses BELOW the 6 EMA. 

  
   
ENTERING SHORT (selling first) 
  

ENTER SHORT (Sell) when the PRICE EMA crosses BELOW the SHORT TERM EMA after a 
COUNTER TREND where the SHORT TERM TREND IS BELOW THE LONG TERM TREND.   

 
Enter SHORT (Sell) when the 3 EMA crosses below the  6 EMA in an established DOWN 
TREND (the 6 EMA is trading below the 18 EMA). 

 
 

SHORT EXITS 
 

CLOSE (exit) the SHORT position when the PRICE EMA crosses ABOVE the SHORT TERM 
EMA (forming either another counter trend or the beginning of a long term trend change). 

  
Exit when the 3 EMA crosses ABOVE the 6 EMA. 
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Following are two examples of trend continuation trades in two well known stocks: 
 
A LONG TREND CONTINUATION TRADE IN CATERPILLAR (NYS E: CAT) 
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A SHORT TREND CONTINUATION TRADE IN INTERNATIONAL B USINESS MACHINES (NYSE: IBM) 
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CHAPTER 6: I UNDERSTAND THE FUNDAMENTALS....WHAT DO  I DO NOW? 
 
Once the basic fundamentals of moving average trends, continuations and countertrends are mastered, 
the Tutorials will cover the specific details of setting up the lowest risk entries and managing trades. 
 
Implementation depends largely on your interest, how much time you wish to spend and whether you 
trade for a living or invest for the long term.  Analyzing your goals and interests will probably point you in 
the best direction.  Although the system will theoretically function in any time interval with any security 
that can be charted, vast differences exist between short and long term intervals as well as asset classes.  
These differences will be covered in the Tutorials.  The core segments are as follows: 
 
TUTORIAL 1 – Basic Trade Setups 
TUTORIAL 2 – Momentum Stock Screening 
TUTORIAL 3 – 80% Winners 
TUTORIAL 4 – Pullbacks and Patterns 
TUTORIAL 5 – Trade Management 
 
Subsequent Tutorials will cover a broad range of topics designed to round out the core system and 
furnish a variety of tips and tricks discovered by the author over the years.  A few examples follow: 
 
 
 
TIMING THE MARKET 
 
The system can be used for timing broad market indices like the DOW or the NASDAQ 100 or any foreign 
or domestic tradable index.  A trend change signal has occurred well before every major bull or bear 
market in history.  Take a look: 
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You may wish to employ this method to time entries for retirement funds, mutual funds or to add to 
existing positions.  The simplicity of the strategy allows you to stay on the proper side of the market by 
maintaining a weekly chart (with system EMAs) of your favorite index or ETF. Additionally, you can time 
the market and trade individual equities. 
 
Much has been published and written about ETFs (Exchange Traded Funds) and their simplicity and 
ease of use.  They are a great mechanism for those with limited time and interest. However, individual 
stocks will always outperform indexes.  
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MOMENTUM 
   
Momentum investing has been popularized by many advisories and a newspaper/website which supplies 
RELATIVE STRENGTH rankings for stocks.  This rank, referred to as RS, is a proprietary computation 
which measures the price strength of a stock against all others.  The result is a rank between 0 and 100.   
 
An excellent strategy is to maintain and monitor a basket of HIGH RS stocks and ENTER LONG with 
system signals.  These stocks are generally at or near 52 weeks highs and are poised to make large 
moves (See Illustration 18 ). 
 
 

 
ILLUSTRATION 18 :  THE HISTORIC GOOGLE RALLY OF 2007 
    
 
You will learn exactly how to spot, exploit and trade opportunities like the GOOG trend of 2007. When 
instruction is complete, you’ll be well on your way to mastering the art of trading and managing low-risk 
setups.  Let’s get to work! 
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EPILOGUE:  SOME VERY IMPORTANT THINGS AND A NOTE FR OM ED 
 
“What beat me was not having brains enough to stick  to my own game – that is, to play the market 
only when I was satisfied that precedents favored m y play.”  
 

Edwin Lefevre, Reminiscences of a Stock Operator  

………. 
 
Do not be dissuaded by the simplicity of basic movi ng averages .  I agree they are neither unique nor 
new. Some readers may be quite familiar with widely publicized mediocre crossover strategies.  
Conventional wisdom dictates that simple moving average crossover systems achieve a win rate of no 
greater than 40%.  I doubt it is that high in some instances.  However, I will demonstrate how you can 
achieve 80% winners or better.  My unique trade man agement system will get you to breakeven on 
most trades.  THE SECRET LIES IN SELECTING ONLY CON TINUATION SETUPS WHICH 
DEMONSTRATE VERY SPECIFIC TECHNICAL TRAITS .  After this, a thoroughly integrated trade 
and risk management system will give you total cont rol during each bar of the trade.  You will 
know EXACTLY what to do and when to do it.   
 
It will take time to develop your own style.  Proper use of this system will result in consistent profit over a 
long period of time.  Try it first before investing.  Develop your strategy.  Many online brokerages offer 
simulated trading platforms. Use them and paper trade your system first.  Much has been published in the 
last few years about back testing trading strategies. Advances in software and computing facilitate this 
practice. I agree that this is useful and necessary.  However, each setup is unique.  You can learn to 
allow your intuition to focus on low-risk entries t hat the market gives you.  I would suggest that 
after sufficient back testing you ‘forward test’ th e method.  Build a sample of twenty (20) trades (in  
simulation) and manage them according to the sugges ted process.  The results will be 
astounding .  
 
 
 
A NOTE FROM ED: 
I had a fantastic experience implementing this system and winning the CNBC Million Dollar Challenge.  I 
was able to hold my own against some of the sharpest trading minds in the world.  You too can achieve 
success by studying the material in this eBook and Tutorials.  Apply the method consistently and you will 
be successful. 
 
I encourage you to reach for your dreams, dare to live deliberately and boldly and never listen to anyone 
who tells you it can’t be done…  
 
Very Respectfully- 
 
Ed Burke 
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PHILANTHROPY 
 
A portion of the sale for each HOW I WON: MAKING MONEY IN STOCK TRENDS  eBook will go to the 
following charity: 
 
Penn State Cancer Institute: 
Milton S Hershey Medical Center 
500 University Drive 
Hershey PA 17033 
   
The long term goal of this eBook series is to generate $500,000.00 in charitable donations (the amount of 
the stock contest grand prize).  Thank you for helping to make that goal a reality. 
 
 
 
 
AFTERWORD 
 
The Appendices will provide more examples of the system in action. Historical stock market crashes, life-
changing global events and incredible examples of price appreciation and depreciation will furnish more 
opportunity to study the system’s potential.   
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APPENDIX A:  MARKET CRASHES AND BEAR MARKETS 
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APPENDIX B:  SEPTEMBER 11, 2001 
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APPENDIX C:  MYTHICAL MOMEMTUM MOVES 
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APPENDIX E:  BULL RUNS 
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