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Katrin offers this worthwhile question to the Doc:

Hi

I am reading Brett's book "The Psychology of Trading" and came across a chapter where he talks about daydreaming pg. 181.

My questions are
How can I define the difference between daydreaming and active visualisation?
How can I catch myself in the delusion of doing one thing over the other?

Thanking you in advance.

Katrin 

A coffee mug that I favor has an inscription:

“Some people dream of success…while others wake up and work hard at it.”

The mug captures the understanding that daydreaming, while enjoyable, is largely a passive process.  It is rarely intended as an action guide.  Indeed, it is most often not intended at all.  Daydreaming normally occurs on its own, as a diversion from some other activity.

It’s usually not too difficult to identify daydreaming in retrospect: If we’ve been thinking for a while and have nothing concrete to show for our thought, we’ve probably been daydreaming.  

When we exert mental effort through concentration, there is no daydreaming.  Our thoughts are directed and focused.  Such mental effort generally has a purpose: we are trying to solve a problem or achieve a goal.  As Ayn Rand emphasized, this effort is volitional: we have to make the effort to think, or our thinking doesn’t get done.

Like the efforts we might make in exercise, however, mental effort can be tiring.  Most people cannot sustain intensive concentration for more than a few hours at a time.  A very interesting research finding is that expert performers in their fields—from athletes to research scientists and chess grandmasters—nap more than non-experts.  This is because their work efforts are more intensive and require periods of recuperation.
Daydreaming often occurs in the context of mental fatigue.  When our “mental muscles” tire, we involuntarily relax them and drift into a state of associations.  While such daydreaming is not particularly helpful to the accomplishment of our tasks at the time, it does alert us that perhaps we need to recharge our batteries.  If we’re interested in getting work done, taking a rest break, such as a power nap, will take less time than continually lapsing into reverie.

Other times, daydreaming is the result of avoidance.  When mental effort is onerous, associated with a task we don’t like, daydreaming is an easy escape.  If we’re watching a totally engrossing movie or are engaged in a conversation with a good friend we haven’t seen in a long time, daydreaming is unlikely to intrude.  If, however, the movie or conversation is boring, our attention will wander.
If daydreaming enters our trading, it is worth asking, “Why am I daydreaming?”  It could be fatigue, or it could be that you’re understimulated in a flat market.  Either alternative is a good reason to get away from the screen and rejuvenate.  We are most apt to make poorly thought out decisions when we don’t have our thinking apparatus in gear.  

Active visualization, unlike daydreaming, is a directed use of imagery for problem solving.  Visualizing goals can be a strategy for planting them firmly in our minds; envisioning alternative outcomes can help us plan exits from trades.  One of my favorite psychological techniques is to purposely imagine stressful situations and mentally rehearse ways of coping with them.  This increases the likelihood that we can then recruit that coping when the situations actually occur.  
Active visualization is a conscious strategy that we plan and execute.  It requires focus and concentration.  Daydreaming is an automatic activity that occurs when we either can’t sustain focus or don’t want to.  There is nothing inherently wrong with daydreaming and, indeed, creative ideas can sometimes emerge from daydreams.  As my coffee mug suggests, however, the path to success comes not merely from dreaming, but from the guided, effortful actions that transform dreams into realities.

Thanks for the opportunity to clarify this issue.  May you have many pleasant dreams and realities.
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