
Momentum Investing
Strategies
This playbook outlines the steps for understanding and

applying momentum investing, which involves

identifying and purchasing securities that exhibit an

upward trend in price.

Step 1: Education 

Study the concept of momentum investing, including historical

performance, academic research, and various strategies related to it.

Focus on understanding the principle that securities which have

performed well in the past are likely to continue performing well in

the short term.

Step 2: Analysis 

Analyze the current market for securities showing a strong upward

trend. Use technical analysis tools such as moving averages, relative

strength index (RSI), and others to identify potential candidates for

investment.

Step 3: Selection 

Choose the securities with not only the strongest positive momentum

but also consider factors such as trading volume, market

capitalization, and recent news that might affect future performance.



Step 4: Risk Management 

Decide on the portion of your portfolio to allocate to momentum

investments. Implement risk management techniques such as stop-

loss orders and diversification to mitigate potential losses.

Step 5: Execution 

Buy the selected securities using a brokerage account. Ensure to

follow a disciplined approach in executing trades, ideally by setting

up limit orders at your desired entry points.

Step 6: Monitoring 

Regularly monitor the performance of your momentum investments,

being prepared to sell them if they show signs of reversing trend or if

they hit your predetermined stop-loss levels.

Step 7: Review 

Periodically review and adjust your momentum investing strategy

based on performance results and changing market conditions. Stay

informed about market trends and be flexible in adapting your

approach.

General Notes

Diversification 

While momentum investing can yield high returns, it is also risky.

Ensure diversification across different securities and sectors to

reduce overall portfolio risk.



Tax Considerations 

Be aware of the tax implications of frequent trading associated with

momentum investing, as short-term gains are taxed at a higher rate

than long-term gains.

Continuous Learning 

Momentum investing requires keeping up-to-date with the latest

techniques and market analyses. Dedicate time to continual learning

and improvement of your strategy.
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