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How To Make Money In Stocks By
William J Oneil

How to Make Money in Stocks by William J. O'Neil Investing in the stock market can be a lucrative way to
build wealth over time, but it requires a strategic approach grounded in proven principles. William J. O’Neil, a
renowned stock trader and founder of Investor’s Business Daily, has dedicated his career to developing a
systematic methodology for successful investing. His book, "How to Make Money in Stocks," offers invaluable
insights that have helped countless investors achieve their financial goals. This article explores O’Neil’s core
strategies, including his stock selection methods, technical analysis techniques, and risk management
practices, providing a comprehensive guide for both novice and experienced investors aiming to make money
in stocks.

Understanding William J. O'Neil’s Investment
Philosophy
William J. O'Neil’s approach to stock investing is rooted in the combination of fundamental analysis and
technical chart patterns. His philosophy emphasizes the importance of discipline, patience, and studying
market trends to identify high-potential stocks. The primary goal is to find stocks with strong growth potential
and ride their upward momentum while managing risk effectively. The Core Principles of O’Neil’s Strategy -
Growth Investing: Focus on stocks exhibiting strong earnings and sales growth. - Technical Analysis: Use chart
patterns and volume analysis to time entries and exits. - Market Awareness: Understand overall market
conditions to align your trades accordingly. - Discipline and Patience: Stick to your trading rules and wait for
the right setups.

Key Concepts from "How to Make Money in Stocks"
William J. O’Neil’s book distills his investing methodology into several key concepts that form the foundation of
successful stock trading. The CAN SLIM System O’Neil’s famous acronym, CAN SLIM, outlines the criteria for
selecting promising stocks: - Current Earnings: Look for companies with recent quarterly earnings growth of
at least 25%. - Annual Earnings: Favor stocks with consistent annual earnings growth over several years. -
New Products, Services, or Management: Stocks benefiting from innovation or change tend to outperform. -
Supply and Demand: Low supply (e.g., limited shares outstanding) combined with high demand pushes stock
prices higher. - Leader Stocks: Invest in market leaders, not laggards. - Institutional Support: Stocks with
heavy institutional ownership tend to be more stable. - Market Direction: Always consider the overall market
trend before investing. The Importance of Chart Patterns O’Neil emphasizes technical analysis to identify
optimal entry and exit points. Recognizable chart patterns such as cup and handle, double tops and bottoms,
and breakouts signal potential trading opportunities. Volume Analysis Volume confirms price movements.
Increasing volume during upward moves indicates strong buying interest, while declining volume during
rallies may signal weakness.

Practical Steps to Make Money in Stocks Based on
O’Neil’s Approach
Implementing O’Neil’s methodology involves a systematic process: 1. Screen for Promising Stocks Use a stock
screening tool to filter stocks based on the CAN SLIM criteria: - Look for stocks with recent earnings growth



exceeding 25%. - Ensure the company has a strong earnings trend over the past few years. - Check for new
products, management changes, or other catalysts. - Confirm institutional support via high relative volume or
institutional ownership. - Verify that the stock is a market leader within its industry. 2. Analyze Charts and
Identify Breakouts Once potential stocks are identified: - Study daily and weekly charts for breakout signals. -
Look for cup and handle formations or double bottom patterns. - Confirm breakouts with increased volume. -
Use moving averages (e.g., 50-day and 200-day) to assess trend direction. 3. Enter the Trade at the Right
Moment Timing is crucial: - Enter the stock once it breaks above a significant resistance level with high
volume. - Avoid chasing stocks that have already surged; wait for a proper breakout. - Use stop-loss orders to
protect against sudden reversals. 4. Manage Your Position - Limit your initial purchase to a manageable
portion of your portfolio. - Set a stop-loss usually around 7-8% below your purchase price. - Trail your stop-loss
as the stock advances to lock in gains. 5. Monitor Market Conditions - Stay informed about overall market
trends. - Use market indices (e.g., S&P 500) to gauge market health. - Avoid buying during bear markets or
when the trend is downward. 6. Exit Strategically - Take profits when the stock shows signs of fatigue or
reaches your target price. - Consider partial profit-taking at key resistance levels. - Cut losses promptly if the
stock falls below your stop-loss.

Risk Management and Discipline
Successful investing according to William J. O’Neil hinges on disciplined risk management: - Diversify your
portfolio to avoid overexposure. - Use stop-loss orders to limit downside risk. - Avoid emotional decision-
making; stick to your trading rules. - Keep a trading journal to analyze your decisions and improve over time.

Additional Tips for Stock Market Success
To enhance your chances of making money in stocks with O’Neil’s methodology, consider the following: - Stay
Educated: Continuously learn about technical analysis and market trends. - Be Patient: Wait for high-quality
setups rather than impulsive trades. - Follow the Market Trend: Invest only when the overall market is in a
confirmed upward trend. - Avoid Overtrading: Focus on quality trades rather than quantity. - Leverage
Technology: Use charting software and stock screeners to streamline your process.

Conclusion: Building Wealth with William J. O’Neil’s
Strategy
Making money in stocks is achievable when you follow a disciplined and systematic approach like William J.
O’Neil’s "How to Make Money in Stocks." By combining fundamental analysis with technical chart analysis,
adhering to the CAN SLIM criteria, and practicing effective risk management, investors can identify high-
probability trades and maximize their returns. Remember, consistent success in the stock market requires
patience, continuous learning, and unwavering discipline. Embrace O’Neil’s principles, develop your trading
plan, and stay committed to your investment goals for long-term wealth creation. Keywords for SEO
Optimization: How to make money in stocks, William J. O’Neil, CAN SLIM, stock investing strategies, technical
analysis, stock trading tips, growth stocks, stock chart patterns, stock market success, investing principles,
stock selection techniques, risk management in stocks

How to Make Money in Stocks by William J. O’Neil: An In-Depth Analysis Investing in the stock market
remains one of the most effective ways to build wealth over time. Among countless strategies and
philosophies, William J. O’Neil’s How to Make Money in Stocks stands out as a seminal work that has guided
countless investors toward more disciplined and profitable approaches. First published in 1988, O’Neil’s book
combines technical analysis, fundamental screening, and psychological discipline into a comprehensive
methodology designed to identify high-potential stocks and maximize returns. This article offers an in-depth
exploration of O’Neil’s investment principles, strategies, and practical steps to help investors understand how
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to make money in stocks using his proven techniques.

Understanding William J. O’Neil’s Investment
Philosophy
To appreciate how to make money in stocks according to O’Neil, it’s essential first to understand the core
principles that underpin his approach. His philosophy emphasizes the importance of identifying strong growth
stocks early, maintaining discipline, and managing risks effectively.

Growth Investing with a Technical Edge
O’Neil’s approach is a blend of growth investing and technical analysis. He advocates for investing in stocks
demonstrating strong upward momentum rather than relying solely on fundamentals. While fundamental
analysis helps identify promising companies, technical analysis pinpoints the right timing for entries and exits,
maximizing profit potential.

The Power of Stock Charts and Price Patterns
O’Neil pioneered the use of stock charts and specific price patterns to identify optimal buying and selling
points. He believed that stock movements tend to follow predictable patterns, which can be exploited with
disciplined analysis. Recognizing trendlines, breakouts, and volume spikes are central to his methodology.

Discipline and Emotional Control
Investing success under O’Neil’s methodology depends heavily on emotional discipline. He emphasizes
sticking to proven rules, avoiding impulsive decisions, and having the patience to wait for the right setups.
This psychological aspect is as crucial as technical and fundamental analysis.

The CAN SLIM System: O’Neil’s Blueprint for Success
At the heart of O’Neil’s strategy is the CAN SLIM system, an acronym representing seven key criteria that
guide stock selection. This systematic approach helps investors filter stocks with the highest potential for
growth and profit.

C - Current Quarterly Earnings
> Look for stocks with recent quarterly earnings growth of at least 25%. Strong earnings growth indicates a
company's increasing profitability and investor confidence.

A - Annual Earnings Growth
> Focus on companies with at least 25% annual earnings growth over the past 3-5 years. Consistent growth
signals a sustainable business model.

N - New Products, Services, or Management
> Invest in companies introducing new products, entering new markets, or with innovative leadership. Such
catalysts often trigger stock price rallies.



S - Supply and Demand (Share Structure)
> Favor stocks with a limited supply of shares outstanding and high relative trading volume, which can lead to
increased demand and price appreciation.

L - Leader or Laggard
> Choose market leaders within their industry, characterized by strong relative strength compared to peers.

I - Institutional Sponsorship
> Stocks that are being accumulated by institutional investors often have better growth prospects and
stability.

M - Market Direction
> Always consider the overall market trend. Invest primarily when the broader market is in an uptrend to
increase the chances of success.

Practical Steps to Apply O’Neil’s Methods
Understanding the theory behind How to Make Money in Stocks is only part of the equation. Successful
application involves systematic steps and disciplined routines.

1. Screen for Promising Stocks
Use a stock screening tool, whether software or online platforms, to filter stocks based on the CAN SLIM
criteria. Focus on: - Earnings growth rates - Price and volume patterns - Industry leadership - Market trends

2. Analyze Price and Volume Patterns
Study daily and weekly charts to identify: - Breakouts above recent resistance levels - High-volume surges
indicating institutional interest - Proper entry points during consolidations or pullbacks

3. Establish Entry and Exit Rules
Set predefined buy points, such as: - When a stock breaks out above a consolidation with increased volume -
After a stock pulls back to a support level and then resumes upward Similarly, define exit points: - When a
stock loses 7-8% of its purchase price - When it shows signs of trend reversal or weak volume on rallies

4. Manage Risk Effectively
Implement stop-loss orders to protect capital. O’Neil recommends risking no more than 7-8% per trade and
adjusting stops as the stock moves favorably.

5. Maintain a Discipline Routine
Regularly review your portfolio, adhere strictly to your rules, and avoid emotional reactions to short-term
market fluctuations.
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Advanced Techniques for Enhancing Profitability
Beyond the basic application of CAN SLIM, O’Neil’s methodology includes advanced techniques to improve
trading outcomes.

Use of Moving Averages and Trendlines
Implement moving averages (such as the 50-day and 200-day) to confirm trend direction. Stocks above these
averages generally indicate bullish momentum.

Volume as a Confirmatory Tool
Volume spikes often precede or confirm breakouts. Learning to interpret volume can help avoid false signals.

Follow the Institutional Crowd
Monitor institutional holdings and trading activity to gauge the strength behind a move.

Timing with Market Trends
Use market breadth indicators, moving averages on indexes, and sentiment analysis to align your stock picks
with the overall market direction.

Common Pitfalls and How to Avoid Them
While O’Neil’s approach is robust, investors should be aware of common mistakes that can undermine
profitability.

Falling for False Breakouts
False breakouts can trap investors. Confirm breakouts with high volume and follow-through days before
committing.

Overtrading
Frequent trading can erode gains through commissions and emotional fatigue. Stick to your rules and avoid
impulsive moves.

Ignoring Market Conditions
Investing blindly during a bear market can lead to losses. Always assess the broader trend before deploying
capital.

Neglecting Proper Stop Losses
Failure to cut losses can result in significant downside. Discipline in stop-loss placement is vital.



Real-World Examples and Case Studies
Historical examples illustrate how O’Neil’s principles work in practice.

Example 1: The Rise of Cisco Systems (CSCO)
In the late 1990s, Cisco exemplified many CAN SLIM criteria: rapid earnings growth, industry leadership, and
institutional sponsorship. A disciplined investor following O’Neil’s methodology could have captured
substantial gains during its breakout periods.

Example 2: The Apple Inc. Breakout (AAPL)
Apple’s consistent innovation, earnings growth, and leadership status made it a prime candidate when it broke
out of consolidation patterns, offering lucrative entry points.

Conclusion: Pathway to Making Money in Stocks
William J. O’Neil’s How to Make Money in Stocks provides a comprehensive, disciplined framework for
investors seeking to navigate the complexities of the stock market. By integrating fundamental growth analysis
with technical chart patterns and maintaining emotional discipline, investors can significantly improve their
chances of identifying high-potential stocks before they rally. The key takeaways for success include: -
Systematic screening based on CAN SLIM criteria - Recognizing and acting on technical breakout signals -
Managing risks through stop-loss orders - Staying aligned with overall market trends - Maintaining discipline
and avoiding emotional pitfalls While no strategy guarantees profits, O’Neil’s methodology has proven
effective over decades, helping countless investors transform their approach from speculation to systematic
wealth-building. For those committed to disciplined investing, incorporating O’Neil’s principles can be a
powerful step toward making consistent money in stocks. Note: Investing involves risk, and it’s crucial to
conduct thorough research or consult with financial professionals before implementing any strategy.

Questions & Answers About how to make money in
stocks by william j oneil

No Question Answer

1 What are William J. O'Neil's key
principles for making money in
stocks?

William J. O'Neil emphasizes the importance of identifying
strong growth stocks with high relative strength, maintaining
disciplined entry and exit points, and following the 'CAN SLIM'
strategy to select winning investments.

2 How can I effectively use the CAN
SLIM strategy to improve my stock
trading success?

The CAN SLIM strategy involves analyzing factors such as
current earnings, annual earnings growth, new products,
leadership, and market conditions. By systematically applying
these criteria, investors can identify stocks with high growth
potential and make informed buy or sell decisions.

3 What are some common mistakes to
avoid when trying to make money in
stocks based on William J. O'Neil's
teachings?

Common mistakes include chasing stocks too late after a big
run, holding onto losing stocks in hopes of recovery, neglecting
to set stop-losses, and ignoring market trends. O'Neil advises
maintaining discipline and sticking to proven criteria to mitigate
these errors.

4 How does William J. O'Neil
recommend managing risk while
investing in stocks?

O'Neil recommends setting tight stop-loss orders to limit
potential losses, diversifying your portfolio, and only investing
in stocks that meet strict growth and relative strength criteria
to reduce risk exposure.
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5 Is it necessary to read William J.
O'Neil's book 'How to Make Money
in Stocks' to succeed, and what are
its main takeaways?

While not mandatory, reading 'How to Make Money in Stocks'
provides valuable insights into O'Neil's proven methods,
including the CAN SLIM strategy and stock selection
techniques. The book's main takeaway is the importance of
disciplined, research-based investing focused on growth stocks.

stock market investing, William J. O'Neil, how to invest in stocks, stock trading strategies, stock market
analysis, growth investing, O'Neil method, stock selection techniques, technical analysis, investing principles
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