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There are few career counselors who know much about trading, and few traders that I know would make good career counselors.  What I’m going to try to do in this article is draw upon my background as a psychologist who specialized in student counseling for over 20 years and yoke that to my current work at Kingstree Trading, LLC, where I coordinate a training program for new traders.  At the outset, let me make it clear that my goal is not to recruit applications or traders to Kingstree.  In fact, at the time of this writing, we have closed out recruitment for our internship program and are focusing on the development of the trainees we have already brought on board.  Rather, my goal is to help prospective traders make the right decisions about entering this field.


Allow me to start by pointing out that there are many activities that go by the name “trading”.  In general, we can identify trading on at least four time frames, giving us four kinds of traders:

· Scalping – These are very short-term traders, usually holding positions for seconds at a time, who act as market makers in that they provide daily liquidity to the markets.

· Position Trading – These are short-term traders who largely close out positions by the end of the day, but who hold positions for minutes to hours, hoping to capitalize on short swings in the market.

· Speculating – These are traders who commonly hold positions overnight and sometimes for days, riding out the short-term market swings in order to profit from larger price movements.

· Long-term Trading – These are traders who tend to hold positions for many days, and often for weeks or months at a time.  They seek to benefit from fundamental developments in the marketplace that can influence price movement over such a time frame, including changes in interest rates, shifts in earnings and economic statistics, and geopolitical events.

Regardless of the market traded, a trader can establish at least two kinds of positions:

· Outright Positions – Here a trader is trading a single stock, futures contract, or option, seeking to profit from directional movement of that vehicle.  For instance, I take an outright position in the S&P e-minis if I purchase 50 contracts, hoping that the market will rise.  Note that my outright trade can occur over any of the four time frames listed above.

· Spread Positions - These are trades that hold more than one position at a time.  The positions are offsetting, so as to lower the total risk of the trade.  For example, the spread trader might buy Intel stock and sell Advanced Micro Devices if he thought that the former firm had advantages over the latter.  If executed properly, the spread minimizes market risk—the impact of sudden market movements—allowing the trader to benefit solely from the relative movement of the “legs” of the spread.  As with outright trading, spreading can be conducted on any of the aforementioned time frames.

Finally, we can define at least two kinds of trading styles:

· Discretionary Trading – Here the trader is relying upon subjective judgment to make trading decisions.  This judgment may be aided by market information, but ultimately, the trader retains the discretion to enter and exit positions.  If I see that the market is not responding favorably to a bullish economic report and decide to sell it as a result, I am acting as a discretionary trader.  

· System Trading – Here the trader executes trades that have been researched for their historical profitability, using defined rules for entry, exit, and money management.  The trader’s role is to follow the system, not impose subjective judgment.  The well-known “Turtle” traders were system traders.  System traders may generate their own systems with programs such as TradeStation or purchase systems that have already been developed and tested through services such as Futures Truth.

Notice that there are many permutations of these time frames, position types, and trading styles.  One can be a discretionary spread trader looking to scalp moment-to-moment pricing inefficiencies in the options markets, or one could be a long-term system trader taking outright positions in the S&P 500 index based upon historical trading patterns.  Two things you should know are:

· These various kinds of trading are not at all similar.  You can be a physician and a psychiatrist, or you can be a physician and a surgeon.  We call both doctors, but what they do is worlds apart.  You would not want the psychiatrist to remove your brain tumor; nor would you want your surgeon to be helping you work through your marital difficulties.  Similarly, scalping in the grain pit is far removed from researching and executing long-term trading systems.  To think that you could be equally good at all forms of trading is absurd.  Just as an athlete might have the skills to excel in a pole vault, but not in tennis, a trader could do very well as a short-term spread trader and not at all well as a longer-term trader of outright positions.  

· Firms tend to specialize in particular kinds of trading.  While different varieties of trading may take place at a single firm, it is often the case that the firm has a limited number of core competencies.  Rarely do you find firms equally adept at market making and investing; system trading and discretionary trading.  Over time, firms will devote more resources to what they do well.  They are also best equipped to teach new traders the kinds of trading they do well. 

One of the best pieces of advice I can give aspiring traders is to know yourself and know the trading firms you’re pursuing.  Make sure there is a good fit between the trading styles and competencies of the firms and your own interests and aptitudes.  This means, of course, that you need to expose yourself to as many kinds of trading as possible: through reading about trading, observing trading, interviewing traders, and trying trading out in simulated form (through modules such as e-Signal’s paper trading) and in one’s own online accounts (some of which permit simulated trading).  Exercise due diligence: know what you’re getting into.  Be prepared to show a firm how your specific aptitudes fit their core competencies.  If you cannot talk about both of these knowledgably, you will be at a major disadvantage in an interview.

If I were an aspiring trader looking for eventual employment in a professional trading firm, I would begin by taking one of two courses of action:

1) I would take any position I could in a member firm of the Chicago Mercantile Exchange (CME) where I could observe trading, talk with traders, and participate in the excellent educational programs and facilities at the Merc.  Some of our best traders at Kingstree began as clerks on the floor, getting an inside view of the industry and valuable mentoring long before they ever executed a single trade.  The Merc’s Globex Learning Center, available to all employees of member firms, includes computer resources for simulated trading; nearby is also an excellent library of trading books and materials.  There are ways of learning about the trading industry, as well as learning about your own trading talents.

2) I would enter a graduate training program that specializes in training individuals for the trading industry.  Programs at Kent University in Ohio and Illinois Institute of Technology in Chicago immediately come to mind.  Both emphasize practical coursework and hands-on trading experience and exposure.  These programs are particularly helpful in teaching traders the quantitative and analytical skills needed for some forms of system trading and longer-term trading.

I do think that there is a certain percentage of people who are not cut out for trading, just as they might not be cut out for a successful career in athletics, music, or soldiering.  They lack the risk tolerance, pattern recognition abilities, and rapid, mass information processing skills that are required across the different types of trading.  Others fail at n simply because they have not found the kind of trading that best fits their personalities and skill sets—or because they have landed positions at firms that do not match their talents.  If you wanted to make a college or pro basketball team, you would not show up to tryouts without prior experience.  If you wanted to audition for a role in a Broadway show, you would come prepared with prior acting experience and training.  When you apply for a job at a professional trading firm, it is no different.  Gaining experience—and being able to document the fruits of that experience with real results—is the best job-hunting strategy you can employ.
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