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Note:  The following is an excerpt from Gail Osten’s interview with Brett Steenbarger in the March, 2003 issue of Stock, Futures, and Options (SFO) magazine entitled “The Windmills of Your Mind and the Pathway to Your Trades”.  The entire interview can be accessed at www.sfomag.com.  

Brett Steenbarger:  One very simple thing—I find that actually writing out on paper, in front of me, the rationale for the trade I am placing is helpful…the point where I enter, the profit/target, the point where I would exit if the trade went against me, and the time of day of the trade—all of the basic information.  If I write that down and place it in front of me, it became much easier to pull the trigger when I needed to—to take the quick profit if that was appropriate, to get out quickly with a small loss if that seemed right.  Just having it on paper seemed to be correlated with more successful, more controlled trading.  And so, I’ve gotten in the habit of writing down my trading plans and following what I write down—almost as if they are instructions given to me by someone else.

<<Brett’s Note – November, 2003:  Since this interview, I have expanded the “writing down” technique considerably.  From the pre-opening through the market close, I keep a running, written log of all my thoughts and perceptions about market action.  It is time-stamped so that I can refer back to the diary and cross-check my perceptions with market action at that time.  Basically, it’s a trading blog that I write for myself only.  The running commentary helps me identify strengths and weaknesses in my thinking, but also seems to help me think more clearly.  I am convinced that we process information differently when writing than when either thinking silently or speaking aloud.  Many times, a connection will come to me when I’m writing that I would have never thought of otherwise.  The written market log is thus a stimulus to creative thinking and a way of keeping myself actively engaged in the market.>>

Gail Osten:  What about pre-trading preparation?

Brett Steenbarger:  Incredibly important is the amount and type of preparation traders perform before the markets open.  Overnight I’m doing my research.  I’m planning my trading for the day.  The more time I spend in the research process and the more I write that down and formulate it clearly in my head, the more likely it is that I will do some good trading that next morning.  And so I put myself in the habit of placing my research in diary form.  Now, of course, I put that research online as a weblog…Each day my trading journal is on the Web with the indicators and the ideas on the basic strategy for the day.  Is the market trending; is it leaning toward the long side, the short side?  That has helped tremendously in systematizing my thinking—making decisions clearer when the action starts.

<<Brett’s Note – November, 2003:  The weblog now includes midday updates and a summary of my actual trades as well as preopening reports on research and market strategy.  It is not at all unusual for my day’s trading strategy to not fully crystallize until I have written the weblogs.  Using the written diary to summarize and integrate findings from indicators assessing trend, momentum, and institutional activity has been perhaps the single most helpful personal step I have taken toward profitable short-term trading.>>

