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How to Make Money in Stocks by William O’Neil Investing in the stock market can be a
highly rewarding venture if approached with the right strategies and mindset. One of the most
influential figures in the world of stock investing is William O’Neil, whose methods have helped
countless investors achieve remarkable success. In this article, we will explore how to make
money in stocks by William O’Neil, delving into his core principles, strategies, and practical tips
to help you build wealth through stock investing.

Understanding William O’Neil’s Investment Philosophy

William O’Neil is renowned for developing a systematic approach to stock investing that
emphasizes disciplined analysis and emotional control. His philosophy centers on the idea that
consistent, profitable investing requires a combination of fundamental analysis, technical
indicators, and strict adherence to a proven set of rules. The Importance of a Disciplined
Approach O’Neil’s success was built on the premise that emotional reactions can lead investors
astray. By developing a disciplined approach, investors can avoid impulsive decisions and stick to
their strategies even during market volatility. The Role of Technical Analysis and Chart Reading
Unlike traditional value investors, O’Neil focused heavily on technical analysis—studying stock
charts to identify entry and exit points. This method allows investors to recognize patterns that
signal potential price movements before they happen. The Power of the CAN SLIM Strategy
O’Neil’s most famous contribution to investing is the CAN SLIM strategy, a set of criteria
designed to identify growth stocks with high potential for profit. Understanding and applying CAN
SLIM is central to making money in stocks according to William O’Neil.

What is the CAN SLIM Strategy?

The CAN SLIM method is an acronym representing seven key factors that O’Neil used to select
stocks poised for significant gains. Each component combines fundamental and technical analysis
to create a comprehensive stock selection process. Breakdown of CAN SLIM

1. C - Current Earnings: Look for stocks with quarterly earnings growth of at least 25%. Strong
earnings indicate healthy company performance.

2. A - Annual Earnings: Favor companies with several years of rising annual earnings,
demonstrating consistent growth.

3. N - New Products, Services, or Management: Invest in companies launching new products
or services, or with new leadership, which can act as catalysts for growth.

4. S - Supply and Demand: Focus on stocks with high relative strength and increasing trading
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volume, indicating strong demand.

5. L - Leader or Laggard: Invest in leading stocks within their industry rather than laggards.

6. I - Institutional Sponsorship: Look for stocks that are being accumulated by institutional
investors, which can propel prices higher.

7. M - Market Direction: Always consider the overall market trend; avoid buying during market
downturns.

Applying CAN SLIM in Practice To effectively make money in stocks, investors should screen for
stocks that meet these criteria, then analyze their charts for favorable entry points. Combining
fundamental strength with technical signals enhances the probability of successful trades.

Developing a Winning Stock Selection Process

William O’Neil emphasized that systematic stock selection, based on quantifiable criteria, is
essential for consistent profits. Here are the steps to develop your own process inspired by his
teachings. Step 1: Screen for Growth Stocks Use financial databases and screening tools to
identify stocks with:

High earnings growth (>25% quarterly)
Rising annual earnings over multiple years
Strong relative strength compared to the market

W N =

Institutional support indicated by increasing volume

Step 2: Analyze Charts for Technical Entry Points Once you have a list of potential stocks,
examine their price charts to identify:

1. Breakouts above recent resistance levels

2. Consolidation patterns such as cup-and-handle formations
3. Moving average support (e.g., 50-day or 200-day)

4. Volume spikes confirming the move

Step 3: Manage Risks and Set Stop-Losses Discipline in risk management is vital. O’Neil
recommended setting stop-loss orders approximately 7-8% below your purchase price to limit
potential losses and protect profits. Step 4: Monitor and Adjust Regularly review your holdings,
paying attention to earnings reports, market conditions, and technical signs. Be ready to sell if a
stock shows signs of weakness or if the overall market trend turns negative.

Key Principles for Making Money in Stocks

William O’Neil’s approach is built on several core principles that help investors maximize gains
and minimize losses. 1. Focus on Growth Stocks with Strong Fundamentals Prioritize stocks with
robust earnings growth, as these are more likely to outperform the market. 2. Use Technical
Analysis for Timing Charts provide crucial information on when to enter and exit trades, helping
you capitalize on upward momentum. 3. Maintain Discipline and Follow Rules Stick to your



screening criteria, entry and exit signals, and stop-loss levels, regardless of market noise or
emotions. 4. Invest in Leading Stocks Seek stocks that are leaders in their industry and
demonstrate relative strength, which tend to outperform laggards. 5. Pay Attention to the Market
Trend The overall market direction significantly influences individual stock performance. Invest
mainly during bull markets and be cautious during downturns. 6. Practice Patience and Avoid
Overtrading Good stocks may take time to develop. Patience allows you to wait for high-quality
setups rather than chasing every opportunity.

Practical Tips to Implement William O’Neil’s Strategies

Successfully making money in stocks requires not just understanding the principles but also
applying them consistently. Here are practical tips: 1. Educate Yourself Continually Read William
O’Neil’s books, especially How to Make Money in Stocks, to deepen your understanding of his
methods. 2. Use Stock Screeners and Charting Software Leverage technology to efficiently
identify and analyze stocks that meet CAN SLIM criteria. 3. Keep a Trading Journal Track your
trades, noting reasons for entry and exit, to learn from successes and mistakes. 4. Stay
Disciplined with Stop-Losses Always set and honor stop-loss orders to protect your capital. 5. Be
Patient During Market Fluctuations Avoid panic selling during downturns; stick to your plan and
wait for signals to re-enter. 6. Follow the Market’s Overall Trend Use market indicators, such as
the S&P 500 trend, to determine whether to be aggressive or cautious.

Conclusion: How to Make Money in Stocks by William
O’Neil

Making money in stocks is both an art and a science, and William O’Neil’s strategies provide a
proven framework for success. By understanding and applying the CAN SLIM methodology,
combining fundamental analysis with technical chart reading, and adhering to disciplined trading
rules, investors can significantly improve their chances of generating consistent profits in the
stock market. Remember, patience, education, and emotional control are crucial components of
this journey. Whether you are a beginner or an experienced trader, integrating William O’Neil’s
principles into your investment process can help you unlock the potential of the stock market and
achieve your financial goals.

How to Make Money in Stocks by William O’Neil: An Expert Guide to Investing Success In the
world of investing, few names resonate as strongly as William J. O’Neil, the legendary stock
trader, author, and founder of Investor’s Business Daily. His book, How to Make Money in Stocks,
remains a cornerstone for both novice and experienced investors eager to unlock the secrets of
the stock market. O’Neil’s approach emphasizes a disciplined, systematic process rooted in
technical and fundamental analysis, combined with a keen understanding of market psychology.
This article provides a comprehensive exploration of O’Neil’s methodology, offering actionable
insights on how to make money in stocks based on his principles.
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Understanding William O’Neil’s Investment Philosophy

William O’Neil’s philosophy is centered around the idea that consistent profits in stocks come
from following a proven, disciplined approach rather than relying on luck or speculation. His
methodology integrates a combination of fundamental analysis, technical chart patterns, and
market timing strategies. At its core, O’Neil advocates for investing in growth stocks with strong
fundamentals, attractive chart patterns, and favorable market conditions. The Core Principles of
O’Neil’s Approach - Growth Investing with a Catalyst: Invest in stocks with strong earnings
growth and a catalyst that can propel the stock higher. - Technical Breakouts: Focus on stocks
breaking out of consolidation patterns on volume. - Discipline and Patience: Stick to specific entry
and exit rules, and avoid emotional decision-making. - Market Timing: Use the overall market
trend to inform investment decisions.

Key Components of O’Neil’s Stock Selection Strategy

William O’Neil’s method is detailed and systematic, involving multiple screens and criteria to
identify promising stocks. His process can be broken down into several key components: 1. The
CAN SLIM System O’Neil’s famous CAN SLIM acronym encapsulates the essential factors he
looks for in a stock: - Current Quarterly Earnings: The company should show at least 25-50%
earnings growth. - Annual Earnings Growth: Consistent annual earnings increases over several
years. - New Products, New Management, or New Markets: Catalysts that can boost growth. -
Supply and Demand: Look for stocks with upward price movement on increased volume. - Leader
or Laggard: Invest in leading stocks within their industry. - Institutional Sponsorship: Increasing
institutional ownership signals confidence. - Market Direction: Invest only when the market trend
is favorable. 2. Stock Screening and Ranking O’Neil recommends using quantitative screens to
identify stocks that meet specific criteria: - Price and Volume: Stocks trading above their 50-day
and 200-day moving averages, with increasing volume. - Relative Strength (RS): A measure
comparing a stock’s performance to the overall market, ideally above 80. - Earnings Per Share
(EPS) Growth: Consistent growth over the past quarters and years. - Price Strength: Stocks in the
top 20% of their industry group. 3. Chart Patterns and Breakouts O’Neil’s emphasis on technical
analysis involves identifying: - Base Patterns: Such as cup-with-handle, double bottom, or flat
bases. - Breakouts: Stocks that break above their consolidation pattern with high volume. -
Volume Confirmation: Volume should be at least 40-50% above average during the breakout.

Implementing O’Neil’s Method for Profitability

While the core principles provide a roadmap, successful investing also depends on disciplined
execution. Here’s how to apply O’Neil’s methodology effectively: Step 1: Conduct a Market
Review Before selecting stocks, assess the overall market trend: - Use market indexes (e.qg., S&P
500, NASDAQ) to determine if the market is in an uptrend. - Look for signs of strength or
weakness, such as moving averages trending upward or downward. - Only consider stock



purchases during confirmed bull markets to increase odds of success. Step 2: Screen for Leading
Stocks Utilize stock screening tools to filter stocks based on O’Neil’s criteria: - Set filters to
identify stocks with strong earnings growth (e.g., EPS up 20-50% quarterly). - Check relative
strength to find market leaders. - Ensure stocks are trading above key moving averages. Step 3:
Analyze Chart Patterns Use technical analysis to pinpoint potential buy points: - Identify base
patterns that suggest accumulation. - Watch for breakout points, especially when volume surges. -
Confirm that the breakout is genuine, not a false move. Step 4: Make a Purchase Enter positions
carefully: - Buy when the stock breaks out above a proper resistance level with increased volume.
- Use a stop-loss order (typically 7-8% below the purchase price) to manage risk. - Avoid chasing
stocks or buying on rumors. Step 5: Manage Positions and Take Profits O’Neil advocates active
management: - Use trailing stops or partial profit-taking as the stock advances. - Be prepared to
cut losses quickly if the stock fails to perform. - Look for secondary opportunities in other leading
stocks. Step 6: Monitor Market Conditions and Portfolio Regularly review your holdings and the
market environment: - Adjust your holdings based on market strength or weakness. - Reinvest
profits into new leading stocks. - Avoid overtrading; stay disciplined with your criteria.

Common Mistakes to Avoid and How to Overcome Them

Investors often falter by deviating from proven rules. O’Neil emphasizes the importance of
discipline: 1. Ignoring Market Trends Mistake: Buying stocks during a bear market or when the
overall trend is downward. Solution: Only invest in leading stocks during confirmed bull markets,
as indicated by market indexes and technical signals. 2. Chasing Breakouts Mistake: Buying
stocks after they have already moved significantly higher. Solution: Wait for proper breakouts
with volume confirmation and set entry alerts. 3. Overtrading Mistake: Making too many trades
without proper analysis. Solution: Stick to your screening criteria, and only trade when all signals
align. 4. Neglecting Stop-Losses Mistake: Holding onto losing stocks hoping they will recover.
Solution: Use predefined stop-loss levels and adhere strictly to them.

Additional Tips for Success Based on O’Neil’s Principles

- Focus on Leading Stocks: Invest in industry leaders with strong fundamentals and technicals. -
Be Patient: Wait for the right setups; avoid impulsive entries. - Keep a Trading Journal: Document
trades to refine your strategy over time. - Continuously Educate Yourself: Read O’Neil’s books and
stay updated with market trends. - Diversify but Don’t Overreach: Focus on a manageable number
of stocks that meet your criteria.

Conclusion: Making Money in Stocks with William
O’Neil’s System
William O’Neil’s How to Make Money in Stocks offers a comprehensive, disciplined approach to

investing that has stood the test of time. By combining fundamental analysis to identify growth
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leaders with technical analysis to time entries and exits, investors can significantly improve their

chances of profitability. The key lies in adherence to the system’s rules—buying only on confirmed

breakouts, managing risk with stop-losses, and maintaining awareness of market conditions. For

those willing to commit to O’Neil’s methodology, the path to consistent stock market gains is

clear: systematic stock screening, disciplined trading, and ongoing education. While no system

guarantees success, following O’Neil’s principles provides a robust foundation for building wealth

through stocks over the long term. Whether you are just starting or are a seasoned investor,

integrating these strategies can elevate your investing game and help you achieve your financial

goals.

Questions & Answers About how to make money in stocks

by william oneil

N Question Answer
o

1 What are William O'Neil's key William O'Neil emphasizes the importance of technical
principles for making money in | analysis, identifying strong trending stocks, using the
stocks? CAN SLIM methodology, and maintaining discipline to

buy high-quality stocks at the right time while managing
risk.

2 How does William O'Neil O'Neil recommends selecting stocks that show strong
recommend selecting stocks for | earnings growth, high relative strength, and favorable
investment? market conditions. He uses the CAN SLIM criteria to

identify stocks with breakout potential and strong
fundamentals.

3 | What role does technical Technical analysis is central to O'Neil's approach. He
analysis play in William O'Neil's | looks for breakout patterns, volume confirmation, and
stock trading strategy? momentum indicators to time entries and exits, ensuring

stocks are in a strong upward trend before investing.

4 | How can beginners apply Beginners should start by learning the CAN SLIM
William O'Neil's methods to criteria, focus on stocks with strong earnings and price
make money in stocks? momentum, use technical analysis for timing, and

practice disciplined entry and exit strategies to manage
risk and maximize gains.

5 | What are common mistakes to Common mistakes include chasing stocks without proper
avoid when following William analysis, ignoring stop-loss rules, investing based on
O'Neil's stock investing rumors or hype, and failing to follow disciplined trading
approach? practices. O'Neil advises patience and adherence to his

proven criteria for success.

stock market investing, william oneil investing strategies, growth stocks, stock picking

techniques, stock market tips, investing for beginners, market analysis, stock research methods,

buying and selling stocks, investment principles
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