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Reproduction or translation of any part of this work beyond that permitted by Section 107 
or 108 of the 1976 United States Copyright Act without the permission of the copyright 
owner is unlawful.  
 
Information within this publication contains "forward looking statements" within the 
meaning of Section 27A of the Securities Act of 1933 and Section 21B of the Securities 
Exchange Act of 1934. Any statements that express or involve discussions with respect to 
predictions, goals, expectations, beliefs, plans, projections, objectives, assumptions or 
future events or performance are not statements of historical fact and may be "forward 
looking statements." Forward looking statements are based on expectations, estimates and 
projections at the time the statements are made that involve a number of risks and 
uncertainties which could cause actual results or events to differ materially from those 
presently anticipated. Forward looking statements in this action may be identified through 
the use of words such as: "projects", "foresee", "expects", "estimates," "believes," 
"understands" "will," "part of: "anticipates," or that by statements indicating certain actions 
"may," "could," or "might" occur. Investing involves the risk of loss as well as the possibility 
of profit. All investments involve risk, and all investment decisions of an individual remain 
the responsibility of that individual. Option and stock investing involves risk and is not 
suitable for all investors. Past performance does not guarantee future results. No statement 
in this book should be construed as a recommendation to buy or sell a security. The author 
and publisher of this book cannot guarantee that the strategies outlined in this book will be 
profitable and will not be held liable for any possible trading losses related to these 
strategies.   
 
All information provided within this publication pertaining to investing, options, stocks and 
securities must be understood as information provided and not investment advice. Legacy 
Publishing advises all readers and subscribers to seek advice from a registered professional 
securities representative before deciding to invest in stocks and options featured within this 
publication. None of the material within this publication shall be construed as any kind of 
investment advice. Readers of this publication are cautioned not to place undue reliance on 
forward-looking statements, which are based on certain assumptions and expectations 
involving various risks and uncertainties that could cause results to differ materially from 
those set forth in the forward looking statements. Please be advised that nothing within this 
publication shall constitute a solicitation or an invitation to buy or sell any security 
mentioned herein. The author of this publication is neither a registered investment advisor 
nor affiliated with any broker or dealer. This publication includes forward-looking statements 
within the meaning of The Private Securities Litigation Reform Act of 1995. These 
statements may include terms as "expect", "believe", "may", "will", “move", "under valued" 
and "intend" or similar terms.  
 
Although every precaution has been taken in the preparation of this publication, the 
publisher and author assume no liability for errors and omissions. This publication is 
published without warranty of any kind, either expressed or implied. Furthermore, neither 
the author nor the publisher shall be liable for any damages, either directly or indirectly 
arising from the use or misuse of the book. This publication is designed to provide accurate 
and authoritative information in regard to the subject matter covered. It is sold with the 
understanding that the author and publisher are not engaged in rendering legal, accounting, 
or other professional services. If legal advice or other expert assistance is required, the 
services of a competent professional person should be sought. Use of the material within 
this publication constitutes your acceptance of these terms. 
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Greetings and welcome to my world! I’m Chuck Hughes. I’ve been trading now for 
over twenty-two years. These years of experience have allowed me to accumulate 
millions of dollars in trading profits. As a special bonus, I am allowing my readers a 
glimpse into my world of trading and winning. Here is a peek at some of my 
favorite money management and trading techniques that have allowed me to 
amass a fortune and provide my family with financial security. Hopefully these 
techniques will allow you to do the same!  
 
 

Secret # 1 Use a Discount Broker 
 
The average investor has benefited tremendously over the last several years with 
the proliferation of discount brokers. These discount brokers have been competing 
vigorously with each other and this competition has driven down commission rates, 
improved services and has provided investors with many tools to help them invest. 
I have made thousands of stock and option trades over the years using a discount 
broker with a commission rate of $15 or less. These low commissions have really 
reduced investment costs to the point that they are almost insignificant. The 
excerpt below from my brokerage account statement totals my recent profits and 
commission costs. My recent profits total $274,562 and the total commissions and 
fees required to produce this profit were $4,310.45. My total commissions and fees 
amount to only 1½ % of my total net profits. 
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I think there will always be a need for full service brokers as they can provide a 
valuable service to investors who do not make their own investment decisions and 
need investment advice. But if you make your own investing decisions then online 
trading using a discount brokerage company is the way to go.   
 
There is a hidden cost to investing, however, that can easily exceed commission 
costs. Most investors are not aware of this hidden cost. Using a discount broker can 
help reduce this hidden cost of investing.  
 
 
 

Secret # 2 How to Reduce  
The Hidden Costs of Investing 

 
Whenever you buy/sell a stock or an option on one of the major exchanges you are 
dealing with a ‘market maker’ for that stock or option. The market maker takes the 
other side of your buy or sell transaction. For example when you ‘buy’ the market 
maker is selling you the stock or option. When you ‘sell’ the market maker is buying 
your stock or option. The market maker realizes a profit for each buy/sell 
transaction from the ‘bid/ask’ spread. Normally an investor like you or me will pay 
the higher ‘ask’ price when buying a stock or option and will sell at the lower ‘bid’ 
price when selling a stock or option. This allows the market maker to be 
compensated for the risk of taking the other side of the transaction. 
 
The bid/ask spread varies considerably depending on the liquidity or trading volume 
of a stock or option. Today there were 18,275,300 shares traded in General Electric 
common stock. The ‘bid’ price is 33.26 and the ask price is 33.28. This would be 
considered a very liquid stock with a narrow bid/ask spread. The ‘cost’ of the 
bid/ask spread to buy or sell this stock would only be 2 cents per share and is not 
much of a factor in the overall investment return for this stock.  
 
Shares of Wake Forest Bancshares (WAKE) on the other hand would be an example 
of a thinly traded or illiquid stock. WAKE is currently trading at 21.00 per share with 
a bid price of 20.50 and an ask price of 21.70 (see price quote table that follows). 
The bid/ask spread cost to ‘buy’ this stock is 70 cents per share price. The bid/ask 
spread cost to ‘sell’ this stock is 50 cents per share. The total spread cost to buy 
and sell this stock would be 1.2 points which is about 5.7% of the share price. If 
you invest in this stock you must have a 5.7% increase in the stock price 
just to break even from bid/ask spread cost!  
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WAKE FOREST BANCSHARES INC (OTC BB:WAKE.OB) Delayed quote data 

Last Trade: 21.00 

Trade Time: Feb 23 

Change: 0.00 (0.00%)  

Prev Close: 21.00 

Open: N/A 

Bid: 20.50 x 200  

Ask: 21.70 x 200  

1y Target N/A 
  

 Range: N/A - N/A 

52wk Rang: 20.00 - 26.50 

Volume: 0 

Avg Vol: 727.419 

Market Cap: 24.23M 

P/E (ttm): 17.99 

EPS (ttm): 1.17 

Div & Yield: 0.68 (3.20%) 
  

 
 

Use Limit Orders to Discover the Best Price 
I have often heard the argument that using a full service broker will result in better 
trade executions compared to a discount broker. But my experience has been that 
using limit orders usually results in getting the best executions. A limit order 
specifies the highest price you are willing to pay to ‘buy’ a stock and the lowest 
price you are willing to accept to ‘sell’ a stock.  
 
In the previous example if you wanted to buy shares of WAKE you could enter a 
limit order to buy WAKE at 21.35. This order specifies that you are willing to buy 
WAKE at 21.35 or lower and will not pay more than 21.35 per share to buy the 
stock. This limit order could be entered as a Good Until Cancelled (GTC) order 
which means the order remains in effect until you cancel it.  
 
If your limit buy order is executed at 21.35 it could be the result of the price of the 
stock trading lower or it could be the result of a market maker who is willing to sell 
you the stock at a lower price than the published ‘bid/ask’ spread. In the case of 
the latter you have effectively cut the transaction cost of the bid/ask spread in half. 
I have actually invested in WAKE shares and in other similar thinly traded stocks 
using limit orders and more often than not there is a market maker willing to 
buy/sell at a better price than the published bid/ask spread. You can not determine 
this unless you use a limit order. Finding a market maker that can buy/sell at a 
more favorable price than the published bid/ask spread can save you significant 
transaction costs. Using a discount broker can make this bid/ask spread price 
discovery easy as you can change your limit price as many times as you like 
without incurring extra costs or fees.   
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The cost savings realized by using limit orders for buying 
and selling options can be dramatic as options have a 
much wider bid/ask spread compared to stocks.  
 
CBOE Option Price Quotes for Health Net (HNT), Freightcar America (RAIL) and 
International Security Exchange (ISE): 
 

HNT  48.88   -0.74 
Feb 24 @ 15:12 ET (Data 20 Minutes Delayed) Bid N/A   Ask N/A   Size N/AxN/A   Vol 1480800 

Calls Bid Ask Open 
Int Puts Bid Ask Open 

Int 
06 Mar 45.00 (HNT CI-E) 3.30 5.30 0 06 Mar 45.00 (HNT OI-E)  0 1.25 37 
06 Mar 47.50 (HNT CW-E) 1.70 2.95 850 06 Mar 47.50 (HNT OW-E)  0.15 1.40 69 
06 Mar 50.00 (HNT CJ-E) 0.25 1.50 210 06 Mar 50.00 (HNT OJ-E)  1.30 2.55 134
06 Mar 55.00 (HNT CK-E) 0 1.25 775 06 Mar 55.00 (HNT OK-E)  5.00 7.00 16 
06 Apr 40.00 (HNT DH-E) 8.10 10.60 76 06 Apr 40.00 (HNT PH-E)  0 1.25 229
06 Apr 42.50 (HNT DV-E) 5.90 8.40 1020 06 Apr 42.50 (HNT PV-E)  0 1.25 102
06 Apr 45.00 (HNT DI-E) 4.00 6.00 2435 06 Apr 45.00 (HNT PI-E)  0.30 1.35 245
06 Apr 47.50 (HNT DW-E) 2.30 4.30 712 06 Apr 47.50 (HNT PW-E)  0.95 2.20 356
06 Apr 50.00 (HNT DJ-E) 1.25 2.50 2685 06 Apr 50.00 (HNT PJ-E) 1.95 3.20 225  

 
RAIL  69.77   +2.66 

Feb 24 @ 15:00 ET (Data 15 Minutes Delayed) Bid 69.73   Ask 69.77   Size 2x1   Vol 251327 

Calls Bid Ask Open 
Int Puts Bid Ask Open 

Int 
06 Mar 40.00 (RQN CH-E) 28.90 30.90 0 06 Mar 40.00 (RQN OH-E)  0 0.60 0 
06 Mar 45.00 (RQN CI-E) 23.90 26.00 5 06 Mar 45.00 (RQN OI-E)  0 0.60 4 
06 Mar 50.00 (RQN CJ-E) 19.10 20.80 12 06 Mar 50.00 (RQN OJ-E) 0 0.60 0   

14.20 15.10 71 06 Mar 55.00 (RQN OK-E)06 Mar 55.00 (RQN CK-E)  0 0.25 83 
06 Mar 60.00 (RQN CL-E) 9.70 11.00 54 06 Mar 60.00 (RQN OL-E)  0.05 0.65 82 
06 Mar 65.00 (RQN CM-E) 5.50 6.70 61 06 Mar 65.00 (RQN OM-E)  0.85 1.45 0 

06 Mar 70.00 (RQN CN-E) 2.40 3.40 12 06 Mar 70.00 (RQN ON-E) 2.40 3.60    

 
 

ISE  42.76   +0.61 
Feb 24 @ 15:16 ET (Data 20 Minutes Delayed) Bid N/A   Ask N/A   Size N/AxN/A   Vol 368700 

Calls Bid Ask Open 
Int Puts Bid Ask Open 

Int 
06 Mar 25.00 (ISE CE-E) 15.40 20.20 0 06 Mar 25.00 (ISE OE-E)  0 0.10 10 
06 Mar 30.00 (ISE CF-E) 10.40 15.20 24 06 Mar 30.00 (ISE OF-E)  0 4.80 131 
06 Mar 35.00 (ISE CG-E) 5.50 10.30 352 06 Mar 35.00 (ISE OG-E)  0 1.80 382 
06 Mar 40.00 (ISE CH-E) 2.50 5.90 2700 06 Mar 40.00 (ISE OH-E) 0 4.80 180   
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Option Bid/Ask Spreads Can Vary from 
10 to 100% of the Total Value of the Option 

 
We can see from the preceding option quote tables that options can have wide 
bid/ask spreads depending on the strike price selected. In the first example the 
Health Net March 45-Strike call option has a bid price of 3.30 and an ask price of 
5.30. If we were selling this option using a ‘market’ order we would expect to 
receive 3.30 points ($330) and if we were buying this option with a ‘market’ order 
we would expect to pay 5.30 points. The bid/ask spread cost to invest in this option 
would be $200 which is considerable for an option that requires a total investment 
of $530 to purchase. 
 
A much better approach would be to use a limit order that specifies the highest 
price you are willing to pay to buy an option (lowest price to sell). I recently made 
195 option trades that produced $1,023,174.93 in open and closed trade profits. I 
used a limit order on almost every one of the 195 trades and received a better price 
than the published bid/ask spread. This enabled me to reduce the cost of the 
bid/ask spread by about 30% to 40% on average. This was due mainly to the fact 
that the five or six major option exchanges have a lot of market makers. I have 
discovered that these market makers tend to specialize in certain options. They 
trade more volume on the options that they tend to specialize in and usually can 
give you a better price than the published bid/ask spread. On most of the 195 
trades I made last month I had to change the limit price several times to adjust to 
changing prices. Changing the limit price was quick and easy to do as I trade online 
using discount brokers. There are no charges for changing these orders. Options 
normally trade in .10 point increments but you can see from my brokerage 
confirmation below that these options traded in .02, .03, .01 and .08 increments as 
a result of using limit orders to get the best price. Getting a better price by using 
limit orders has increased my profits by tens of thousands of dollars. 
 

 
 

 7 



Secret # 3 A Non-Custodial Retirement  
Account is an Active Trader’s Best Friend 

 
As an active trader one of the most important discoveries I made recently was to 
trade as much as possible in a qualified retirement plan brokerage account. There 
are many different types of retirement plans available today such as IRAs, SEP 
IRAs, 401Ks, 403Bs, Profit Sharing and Money Purchase Keogh Plans and Defined 
Benefit Plans.  
 
Most discount brokers will allow you to open what is called a ‘non-custodial’ 
brokerage account for these various retirement plans. I currently have three 
different types of non-custodial retirement plan brokerage accounts in which I now 
do most of my trading. Non-custodial retirement brokerage accounts have many 
advantages compared to taxable brokerage accounts: 
 

1) You don’t have to account for every trade on your tax return. Every trade in 
a taxable account has to be reported to the IRS as a short or long term 
capital gain/loss and is subject to wash sale rules. This reporting can be 
onerous, time consuming and expensive if your accountant does all the work 
especially if you are an active trader. It also requires you to keep records of 
trade dates, cost basis and sales proceeds.  

 
2) You don’t have to pay taxes on capital gains (taxes are deferred until 

retirement). Achieving a high rate of return without paying taxes allows you 
to compound your profits and turn a small amount of money into a large 
amount of money in a short period of time. Also, paying taxes on capital 
gains can sometimes force you to sell some of your stocks or options to pay 
for the taxes. These sales can disrupt your trading plans. 

 
3) In general your brokerage firm does not have any reporting requirements to 

the IRS. With my non-custodial retirement accounts I act as the custodian for 
the account. This allows me to transfer funds from one qualified retirement 
account to another without my brokerage firm having to report the transfer 
of funds as a distribution.  

 
4) I can trade options in my non-custodial retirement brokerage account. Most 

discount brokers allow options trading in non-custodial retirement brokerage 
accounts. I can buy put and call options, write covered calls and trade option 
spreads in my non-custodial retirement brokerage account. This allows me to 
trade all of the MVP option strategies in my retirement account. 

 
Note: This general overview of non-custodial retirement brokerage accounts should 
not be construed as tax advice. Tax laws are extremely complex and are constantly 
changing. It is recommended that you consult a qualified tax attorney before 
establishing any retirement brokerage accounts. 
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Building Financial Security 
As previously mentioned, I recently made $1,023,174.93 in open and closed trade 
profits over a 26-day period. The vast majority of these profits were made in my 
retirement accounts. Trading my strategies in my retirement accounts has allowed 
me to compound my profits and build my retirement accounts into mid-seven 
figures ensuring my and my family’s financial security. The copy of my brokerage 
statement below shows that I currently have $147,886.02 in open and closed trade 
profits in my trading account which equates to a 93.3% return. This account is a 
non-custodial retirement account in which taxes are deferred. I do not have to pay 
quarterly estimated income tax payments on my profits and I can let my profits 
compound.  
 

 

 
 
 
When these options expire I will be investing in new options using the MVP Option 
Strategies. This is known as ‘rolling over’ my option positions.  
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The Magic of Compounding 
Let’s assume that I ‘rolled over’ my option trades and was able to achieve a 93% 
return twice a year and left my profits in my trading account and let them 
compound. I know that losing periods are inevitable with any strategy and that 
every month cannot produce a 93% return but for the sake of demonstration just 
stay with me for a moment. If you started with $10,000 and made a 93% return 
twice a year it would only take four years for your $10,000 investment to grow to 
over 1.9 million dollars and after five years your $10,000 investment grows to over 
seven million dollars demonstrating the ‘magic of compounding’.  
 
 

Year Starting Percent Profit Ending  

  Value Return   Value 

1 $10,000.00 93.0% 9,300.00 $19,300.00 

  19,300.00 93.0% 17,949.00 37,249.00 

2 37,249.00 93.0% 34,641.57 71,890.57 

  71,890.57 93.0% 66,858.23 138,748.80 

3 138,748.80 93.0% 129,036.38 267,785.18 

  267,785.18 93.0% 249,040.22 516,825.41 

4 516,825.41 93.0% 480,647.63 997,473.03 

  997,473.03 93.0% 927,649.92 1,925,122.95 

5 1,925,122.95 93.0% 1,790,364.35 3,715,487.30 

  $3,715,487.30 93.0% 3,455,403.19 $7,170,890.49 
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Secret # 4 Use a Rule Based  
Strategy to Make Investing Decisions 

 
If you follow a rule based strategy you can make your own investment decisions 
and you do not need advice from a full service broker. This allows you to use a 
discount broker instead and save on commissions and fees. I use 4 different 
discount brokers; E*Trade, Terra Nova, Investrade and Wachovia. All of these 
brokers offer good service with low commissions. My average commission is about 
$12 to $13. I never understood how a discount broker can make a profit on a low 
commission until I discovered that they make most of their profits from interest 
they collect on your deposits and order flow.  
 
Once I decide how much money I am going to allocate to a particular strategy I try 
to divide my funds up equally into as many different stocks or options as possible. 
This diversification helps reduce risk. You don’t want to concentrate your investing 
funds in just a few different stocks in case one of your stocks suffers a big loss. 
Also, spreading out your funds into many different stocks and industries increases 
your chances of finding a big winner.  
 
Using a rule based strategy doesn’t require advice from a full service broker. A rule 
based strategy can free investors from emotional decision making which can 
prevent investors from making sound decisions and achieving an acceptable rate of 
return on their investments. Rule based strategies remove the reliance of making 
investing decisions based on guesswork or trying to predict the future. Investors 
instead make buy and sell decisions determined by strategy rules.  
 
In the past when I used full service brokers, most of my time spent on the phone 
with my broker was spent discussing ‘what to buy’. Very little time was dedicated to 
discussing what to sell. Knowing ‘when to sell’ is one of the more difficult investing 
decisions and can prevent investors from realizing consistent investment returns if 
they sell too early because of fear or sell too late because of greed. A good rule 
based investing strategy will alleviate the problem of knowing when to sell with 
rules that include ‘sell’ instructions with every trade. 
 

Investors Hate to Lose More than They Love to Win 
Investors hate to lose more than they love to win. It is human nature. This fear of 
losing causes investors to hold on to losers too long and to sell winners too early. 
This is just the opposite of sound portfolio management. Investors tend to hold on 
to losing investments hoping that they will come back so that they can ‘breakeven’. 
When investors have a winning trade the fear of the winner turning into a loser 
causes investors to sell winners too early and miss out on future gains.   
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Holding on to losing trades can devastate your portfolio returns if you let small 
losers turn into big losers. Remember it takes a 100% gain to make up for a 50% 
loss. Selling winning trades can also hurt your portfolio returns. In a typical 
diversified portfolio of 10 stocks normally one or two of your stocks will be big 
winners and account for most of the profits in your portfolio. The problem is you 
can’t predict which stocks will be the big winners so you have to hold on to winning 
trades. 
 
Investing with the rule-based strategy has allowed me to follow a disciplined 
approach to investing. The buy and sell rules allow me to practice good portfolio 
management and I no longer need a broker’s advice on when to buy and sell my 
investments. When my brother-in-law asks where is Apple heading? I tell him I 
don’t know and his guess is as good as mine. But I can tell him that using the MVP 
Option Strategy I purchased Apple call options and closed them out for a 268% 
return in 35 days. I hope that you are able to invest using the MVP Strategies so 
that you to can make independent investing decisions. This will allow you to use a 
discount broker and take advantage of the big commission savings.  
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