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Recent research highlights the role of our emotional experience in our health, well-being, and job performance.

The following questionnaire asks you to assess your emotional experience during your trading. Specifically, you'll be rating how often you've experienced the following feelings over the past two weeks. Below, I'll explain how to score the questionnaire; please complete the items before looking at the scoring. My next post will explain how to interpret your results.

Please use the following scale for your responses:

1 = rarely
2 = occasionally
3 = sometimes
4 = often
5 = most of the time


1) I feel happy when I'm trading _____
2) I feel stressed when I'm trading _____
3) I feel alert and energetic when I'm trading _____
4) I feel discouraged when I'm trading _____
5) I feel capable of succeeding at my trading _____
6) I blame myself when my trading doesn't work out _____
7) I feel satisfied with my trading results _____
8) I feel edgy and frustrated when I'm trading _____
9) I feel in control of what happens in my trading _____
10) I make impulsive decisions when I'm trading _____


SCORING

Add the scores for the odd items. That is your positive emotional experience score: _____
Add the scores for the even items. That is your negative emotional experience score: ____


The ratio of your positive to negative experience is one of the most important psychological contributors to your trading performance. My next posting will explain why.
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Yesterday I posted a short personality questionnaire for traders; in this post, we'll look at what the results are telling us.

An important research review in the Annual Review of Psychology by psychologists Richard Ryan and Edward Deci examined what we know about positive emotional experience or what is often called subjective well-being (SWB). We often hear about how important it is to minimize stress, but an increasing body of research emphasizes that it is more critical to maximize our well-being.

One of the very interesting findings of the review is that a key component of SWB is our ability to pursue autonomous goals: goals of our own choosing. When we are free to set and pursue our own goals, we tend to be much more fulfilled than if we are pursuing goals that have been set for us. Indeed, a very recent study found that people who set and follow their own ends experience more happiness and self-fulfillment--and better physical health--than those who follow controlled goals. The key link between goal pursuit and physical health was stress and coping. High stress and the absence of autonomous goals was a recipe for lowered self-realization and increased physical symptoms. Another recent study found that it is both what you pursue--intrinsic vs. extrinsic goals--and why you pursue it--autonomously or controlled--that contributes to SWB. Being free (autonomous) to set goals that are meaningful to you (intrinsic) is associated with positive emotional experience.

These studies are but a small fraction of the large body of work linking SWB to enhanced physical health. Interestingly, such factors as salary and physical attractiveness do not predict SWB. In fact, people whose values show a preference for high income and job success over personal relationships tend to report less happiness and self-fulfillment than those who emphasize interpersonal attachments. Altogether, Ryan and Deci identify three major components of SWB: a sense of competence, autonomy, and relatedness. While happiness is an important part of SWB, there is more to positive emotional experience than just being happy. The authors stress that people with high levels of well-being also experience high levels of personal fulfillment and satisfaction with life.

The questionnaire that I posted recently does not tap into all aspects of SWB. Instead, my intent was simply to assess well-being and stress in the context of one's trading. So we can think of the questionnaire as a kind of job satisfaction measure, if we think of trading as our job/career. To provide a more well-rounded, overall assessment of well-being, we would need additional questions pertaining to the quality of one's social relationships.

The questionnaire taps several facets of well-being, including:

* Happiness
* Personal satisfaction
* A sense of energy and vitality
* Perceived competence
* Perceived autonomy

On the other side of the emotional ledger, the questionnaire assesses:

* Stressed-out, anxious feelings
* Feelings of discouragement
* Feelings of guilt or regret
* Feelings of frustration or anger
* Feelings of loss of control

Research subjects in general report higher levels of the positive emotions than the negative ones. When the even items in the questionnaire (stress) approach or exceed the odd items (well-being), we can take this as a situation that is out-of-balance. In my own research review from my recent book, I emphasized that high levels of immersion in one's trading are necessary to internalize the patterns of shift in supply and demand and make rapid and accurate decisions. It is difficult to believe that one could sustain such an immersion if trading were bringing as much negative as positive experience. Indeed, as I report in the book, the enhanced learning processes that are common among expert performers require that such immersion be a positive emotional experience.

Trading may not always be profitable, but it is important that it contribute, over time, to a sense of autonomy and competence and that it be accompanied by experiences of personal fulfillment. Without a positive balance between positive and negative emotional experience, we are unlikely to sustain the activity that will contribute to our growth and development as traders. The research also tells us that success in trading, in itself, will not necessarily bring sustained well-being. The quality--not the quantity--of our social relationships is equally important. A single-minded pursuit of trading success may undercut itself if it does not contribute to a sustained sense of self-fulfillment in life itself.
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I recently posted a personality questionnaire for traders and explained related research into subjective well-being. In this post, we will take a more detailed look at the questionnaire results and what they might mean for your trading. If you haven't yet completed the questionnaire, you might want to fill in the ten items before continuing.

Before launching into the interpretation, let me emphasize the limitations of the questionnaire. First off, we're looking at the relative frequency of positive and negative emotional experience specifically as it pertains to trading. The questionnaire asks to rate these emotions over the past two week period. As a result, what we have is a snapshot of your trading experience. This is not a mental health questionnaire, and it is not intended to diagnose psychological disorders. Nor is it necessarily a picture of your trading experience as a whole. The past two weeks could be greatly influenced by situational factors, such as difficult trading markets, poor physical health, or stresses from your personal life impacting your trading. To obtain a broader picture of your trading experience, you'd need to take the questionnaire at different points in the year and look for common threads.

Notice, following the research of Ed Diener and colleagues, the emphasis is upon the frequency--and not the intensity--of emotional experience. Having very high highs in emotion tends also to be associated with very low lows; it does not guarantee an overall sense of well-being. Rather, it is the frequency with which we experience positive vs. negative emotions that contributes to our physical health and general sense of emotional wellness.

So when you look at your questionnaire results, you want to first focus on the summed scores for the odd items (subjective well-being, or SWB) vs. the even items (distress). Because there are five items for positive emotional experience and five for negative emotional experience, the minimum SWB and distress scores would be 5 and the maximum would be 25. In general, we can look at anything above 15 as indication of relatively frequent experience and anything below 15 as an indication of relatively infrequent experience. In general, it's ideal to see the positive item score meaningfully higher than the negative item score--a 2:1 ratio is quite favorable. If the negative item score equals or exceeds the score for the positive items, it suggests a relative imbalance in emotional experience.

Now let's think about what that means. What we're really looking at is the quality of your experience when you're trading. Do you have fun when you're trading, or is it stressful? Are you satisfied with your results, or are you discouraged? Do you find trading energizing or exhausting? Do you feel in control of how you perform, or do you feel that markets end up controlling you? Do you feel competent to succeed, or do you feel that your goals are beyond your reach? Each of these is a facet of positive and negative emotional experience. The questions don't tell us why you might be feeling positively or negatively; they merely take your emotional temperature. If your positive experience nicely exceeds your negative experience, you have a normal, healthy emotional temperature. If the reverse, you have a kind of emotional fever; trading, in such cases, is not contributing to your well-being as a person.

Why is this important? When we are operating at a feverish emotional pitch, with more frequent negative than positive experience, our state interferes with concentration, and it interferes with learning. Like the student experiencing test anxiety, we lose the ability to access the knowledge and skills that we possess. As I stress in my books, this is because, under conditions of negative emotional arousal, we are no longer activating the brain's executive center: the frontal cortex. If we are corporations, our brain's cortex is our CEO. When we are out of balance, we are operating without a CEO. Our ability to accurately perceive, judge, plan, and act becomes impaired. This burdens our trading performance.

Conversely, as Csikszentmihalyi's research suggests, we are most likely to perform optimally when we are in a state in which our skills are well-matched with the challenges we face, enabling us to become fully immersed in our activities. It is possible to sustain this sense of flow only when we are performing in a niche that enables us to experience ourselves positively. In a very important sense, psychological distress is anti-flow. It represents the inability to immerse ourselves positively and meaningfully in what we're doing. Such immersion typifies elite performers across fields as diverse as athletics, art, and chess because it represents an enhanced state of learning. Think about reading a book that bores you vs. reading a book that absorbs your interest. When you lose yourself in a book, you'll remember the details of the plot and characters. When the book is uninteresting to you, you'll skim over the contents rather than internalize them. So it is with markets and the learning of ever-changing market patterns.

Notice how I sneaked that last part in there. Markets are continuously changing. Their trends change, as do their patterns of volatility. Even the best-researched mechanical trading systems degrade over time. For this reason, traders are continuously learning, unlearning, and relearning market patterns. Their survival crucially depends upon their ability to sustain states of enhanced learning. Surely this is the great emotional challenge for traders: to sustain well-being even during those trading slumps when markets are shifting and playing havoc with our pattern recognition. How can we do this? That will be the topic of my final post in this series.

