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INTERVIEW

Hey, It's That Trad/ng Blog

Minnesota-based CharlesE. Kirkisanindividual investor who has
been investing and trading stocks for more than 12 years and who
currently trades stocks for aliving in addition to writing about the
stock market in hisblog, with morethan 10,000 visitorsreading his
websiteonadaily basis; a notablenumber, considering hehasonly
been blogging since September 2003. His education and work
experiences are varied, including a bachelor’ s degree in philoso-
phy and alaw degree; heworked asa privateinvestigator for alaw
firm as well as founding and operating the stock newsletter
MoneyX perts. Kirk explainsthat his primary goalsfor the website
andblogareto helpthesmall investor and providefood for thought,
not blind recommendations, adding that he lives and breathes the
stock market every day and he does it because helovesit. Kirk has
received high accolades from many financial publications, includ-
ing Barron's, Forbes, Kiplinger's, BusinessWeek, and The Wall

This is a game of mistakes, not

Street Journal, as well as this one.

The interview was conducted via email in early September 2007
by Technical Analysisof Stocks& CommoDITIES Editor Jayanthi

Gopalakrishnan.

harles, how did you get in-
terested in trading?

After graduatingfromcol-
lege, | decided it was time
for metolearn everything | could about
mutual funds. My wife had started a
retirement account at TIAA-CREF and
since neither of usknew anything about
how to manage these kinds of invest-
ments, | decided to learn as much as |
could about them. That grew into an
avid haobby, especialy after | became
dissatisfied with the performance of the
actively managed funds we owned. It
asodidn’'ttakemelongtoreaizethat |
could do better by using asmart mix of
index funds, by picking my own stocks,
mostly for long-term buy and holds, and
then trading stocksfor short-term gains
asl learned moreabout stock-screening
techniques and technical analysis.

What helped you make the decision to
trade full-time?
| worked asaprivateinvestigator for

perfection. Those who manage their
mistakes well can always find a way
to do well in the market.

afew years after college, and it wasn't
until I wasin law school, with thetime
and flexibility of astudent, that | could
focus on trading full time.

Looking back, | think therewere sev-
eral factors that helped me choose this
asmy career. First, | started trading in
one of the best bull marketsin modern
history, in the late 1990s, and the mar-
ket was very forgiving of mistakes |
made and the skills | lacked. In addi-
tion, low-cost onlinetrading madetrad-
ing as a career aviable option as tools
and information became readily avail-
ableinthelate 1990s. | alsofell inlove
with daily challengesand opportunities
presented by the stock market versus
practicing law.

Wasthat it?

By far the most important factor was
advice | received from my father. Just
shortly before he passed away (one
month after | graduated from law
school), heurged meto dowhat | loved

doing the most. He was a successful
businessman, but he owed much of his
success to the fact that he really liked
hisjob. One of hisfavorite sayingswas
“Do what you love and the money will
follow.” That was very good advice.

Was it the thrill of taking risks that
attracted you?

No, I'mdefinitely not athrill-seeker.
I likechallengesand the opportunity to
test myself against the best investors
and traders in the world. Trading al-
lowsyou to be completely responsible
for your financial destiny. Winor lose,
at the end of the day you are the only
oneresponsiblefor both your successes
and failures. | love that. Also, while
trading well requires a great deal of
time and effort, | also appreciate hav-
ing the flexibility to take time away
from the market to do other things
(travel, golf). While I’'m passionate
about what | do, | don’t liveto trade. |
trade to pay the bills.
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Can you tell us about a memorable
trade (good or bad)?

My website offersa history of trades
| make and members have access to
daily updates. While | go back from
timetotimeto seeif therearepatternsin
the mistakes | make so | can improve
my performance, to tell you the truth
I’'m always focused on the next trade
aboveall else. Whilel think itisagood
ideafor tradersto keep ajournal sothey
know how they’re doing and be able to
spot areas that need improvement, |
think many traderslivetoo much inthe
past. I’ ve learned that past successwill
often makeyou think you’ re better than
you really are and past failures will
create aloss of confidence. Both work
against you. As you know, we're only
as good as our next trade and what
happened yesterday, |ast week, and | ast
year isirrelevant. That’ salso one of the
great things about the market — there’s
aways another opportunity to make a
great trade.

owhat’ sthe best way for atrader to get
over a bad trade?

Thebest way issimply tofollow upa
bad trade by making a good one. No
matter who you are, you're bound to
experience both hot and cold hands as
your strategies fall in and out of favor.
The key is to be flexible enough to
modify your approach and adjust to the
changing environment quickly. For ex-
ample, if I'm not trading well, I'll re-
duce positionsizing and lower the num-
ber of trades | make. Likewise, when
I’'m doing well and my strategies are
working I'll do the opposite. You also
have to learn to give yourself enough
room for error and treat your failuresas
learning experiences. Thisis agame of
mistakes, not perfection. Those who
manage their mistakes well can always
find away to do well in the market.
What prompted you to start
TheKirkReport.com?

For five years (1999-2003) | offered
a subscription-based newsletter for
wealthy investors. After awhile, | was
forcedtomakeadecision. Either | could
become a full-time newsletter guru or
follow my original plan to trade for a

living. In my view, you can’t do both.
At least not well.

Running astock-pick advisory islike
running any other service-oriented busi-
ness, because you haveto spend alot of
time marketing and doing customer ser-
vice to make it profitable. Frankly, |
also thought that the newsletter busi-
ness was more about hype and selling
investors the idea that they could get
rich by just following your advice. The
problem with that is that it is against
everything | truly believein. Todowell
inthe market, | think you have to make
your own decisions, develop your own
strategies, and find your own niche. If
you don’t do that, you' [l never achieve
thelevel of successyoudesire. After all,
most of the fun of being a trader and
investor is seeing your own hard work
and analysis pay off.

Whilemy subscriberswerenot happy
that | deep-sixed the newsletter, many
still asked me to offer my insights in
some other manner, even if only occa
sionaly. After seeing my first blog back
in summer 2003, | thought that would be
aperfect format to sharemy thoughtsand
research to help former subscribers.
Throughword of mouth and zero market-
ing, the website's readership grew well
beyond anything | could have imagined.

It's certainly a popular blog. Why do
you think you have so many readers?

| think thewebsite hashelped alot of
people do better in the market. Because
my focusison getting investorsto think
for themselvesandto developtheir own
strategiesversusjust getting stock picks
or advice, | think it hasmade apositive
impact in people’s lives. Beyond that,
the blog is unusual in some other re-
spects — for example, | don't allow
advertising on the website — and |
often share different points of view on
the same subject. My goal isfor readers
to constantly question and understand
all sidesof every trade and that tendsto
appeal particularly to sophisticated in-
vestors who know the importance of
viewingthemarket fromdifferent points
of view.

You do certainly havealot of informa-
tion onyour blog. | could spendalot of

timethere. What are some of the most
popular types of topics your readers
like?

My readersarefocused onimproving
their bottom-line results. Anything |
discuss seems to be popular, whether
it's stock screens I've found helpful,
tools| use, or my thoughts on risk man-
agement. My goal isto open new doors
to readers so they can see the market

from different perspectives.
Y get the impression that you
use fundamental and tech-
nical analysis to identify these stocks.

How do you combine both?
| want three things in my favor on
every trade: excellent fundamentals,
excellent technicals, and a market/sec-
tor trending inthedirection of thetrade.
When | don’'t have strong levelsin all
three, | usualy don't pull the trigger
unless|’mtrading only for speculation.

ou screen a lot of stocks.
From reading your blog, |

What kind of fundamentals do you
look at?

Every screen I've developed looks
for different thingsand variouslevel sof
concentration, but most are focused on
earnings, sales, profit-margins, lever-
age, return on equity (ROE), return on
assets (Roa), and cash flow.

What kind of technical indicators do
you apply?

Money flow and relative strength are
key. Ideally, | want to find stocks just
starting to be accumulated before large
uptrending moves.

How often do you trade for specula-
tion?

Not as frequently as | would like.
Other priorities including writing my
first book, makingtechnology upgrades
to TheKirk Report thisyear, and what |
think have been relatively testy markets
have kept my speculative trading low.

A lot of the stocks you pick are not the
most liquid stocksor held byingtitutions.
Why do you trade stocks like that?

In my experience, the only real edge
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| can gain is well off the beaten path.
Every hugely successful stock I've
owned over the past decade has been
from areas of the market that are simply
not looked at by many investorsand are
typically not covered by many analysts.
Too many sharks play with the popular
names, and if | do my homework right,
| can find mispricing and better low-
risk/high-reward opportunities where
the market is not looking.

What factors do you look for when
you'’re screening stocks?

Atthewebsitel currently share 10 of
my favorite stock screens and each one
is looking for different things (strong
earnings & sales, relative strength, peer
outperformance, positive money flow,
and so on). However, it isthat blend of
screensthat usually point meto the best
opportunities. For example, | placealot
of importance on stocksthat show upin
more than one of my favorite screens
and those that show up time and time
again on the very same sets of stock
screens. Thiskind of research islabor-
intensive, but worth it if you can spot
patterns and focus your energy on the
best the market offers.

Do you follow a specific algorithmic
trading system or areyou a discretion-
ary trader?

I’m 100% discretionary and | trade
far less than most.

How many trades do you make, on
average, per week?

For all of 2006, | completed 77 trades.
Prior years were far more active.

One indicator you mention in your
blog isthetiming indicator. What type
of indicator isthat?

It'snot so much anindicator asitisa
one-stop representation of my analysis
of the market’ s potential. | created it so
that readers would know where | stand
on the market and establish a timing
track record for my views. Because
there’ sso much material at thewebsite,
sometimes my own personal opinions
get lost in the shuffle.

Most of thetime my timing indicator
isinaneutral stance (whichisreflective

of my opportunistic attitude), but
thereareinfrequent times! will move
ittothebullish or bearish position. It
isat thosetimes|’mtrying to makea
significant market call that | think
others should consider. On an aver-
ageyear, the market will provide one
or two very good buying opportunities
(and sell points) and the indicator was
designed so that readers would know
when| think those periodsareunder way.

Do you predominantly trade equities
or do you trade other instruments?

| only trade equities. | liketo keep it
simple.

Arethere certain technical setupsyou
favor?

If you examine my track record in
detail, I’ vemadealot of money harvest-
ing breakouts and stocks with specific
technical formations like cup-with-
handle patterns. But generaly, every
stock | trade comes up in one of my
fundamentally focused screens first. |
use my screensto limit my focusto less
than 200 stocks and then use technical
setups to generate atrade or long-term
investment opportunity.

How do you protect your |osses?

Having losses are part of doing busi-
nessasatrader. Nooneisgoingtoberight
all of thetime. Thekey isto make sureto
own up to your mistakes and not allow
them to do too much damage. For short-
term trades, | try to buy stocks at points
where the stock will quickly tell melI’'m
correctinbeinglongor short. Itisat these
pivot points| concentratealot of timeand
energy in exploiting. If the market shows
I’'mwrong, you'll seelittle hesitation for
me to take the loss and move on.

I sthereaparticular strategy you apply
to exploit these pivot points?

Though there are some similarities,
every stock seems to have its own tell.
Some stocks, for example, will actina
consistent way withinaregressionchan-
nel for example. My goal is to set buy
points around areas that have consis-
tently been effective buy points in the
past and offer ahigh degree of success.
Asagoal, | want to enter trades that |

Traders live too much in the past.

Past success will often make you

think you’re better than you really
are and past failures will create a
loss of confidence.

think offer the least amount of down-
side risk and the most upside potential.
Of course, that is easier said than done,
but that’s my primary objective at all
times.

What's a typical workday for Charles
Kirk like?

My daily routine doesvary, but | like
to get up early enough to watch
premarket trading, identify ahandful of
stocks | think may offer an opportunity
to trade, and then eat breakfast with my
wife. After that, | then composethefirst
post of the day for the website where |
offer my thoughts about the market and
things to watch for in the day ahead.
After the market opens, | monitor my
real-time scans and pay attention to
pricealerts|’veset (usualy at the pivot
points I've previously identified). | do
thisfor at least the first couple of hours
of trading and | try to share anything
particularly important with the readers.

For the rest of the trading day, |
usually spend my time monitoring my
watchlist, running and updating new
screens, doing more intensive research
(especidly if I'm not trading), and my
online reading. | also try to share with
readersanythingimportantthat |’ vedis-
covered in my work. After the closing
bell, | goexercise, answer email, and do
the final post of the day after I’ ve had
time to look at after-hours trading and
stocksthat havereported news. Frankly,
my day is not all that exciting, but |
enjoy it. Themarket alwaysofferssome-
thing new and interesting.

Thank you, Charles.
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