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As the coordinator of a training program for new traders at a large, proprietary trading firm in Chicago, I have had an unusually privileged perch from which to view success and failure among new traders.  There is a general consensus in the trading community that, over time, the markets have become more efficient, making it more difficult to exploit inefficiencies.  There is also a consensus that market challenges are only likely to increase, given the continued expansion of computerized trading.   When you consider the many thousands of individuals who tackle trading and the percentage who can consistently sustain a living from their trading, you realize that trading is no different from acting or sports:  many are called, few are chosen.


I am often asked about the internship program that I direct at Kingstree Trading, LLC.  The question most often posed is, “What are you looking for among applicants?”  My usual response is to turn the question around:  “What do you have to bring?”  I know that if the answer is some variation of the theme of motivation, that the questioner won’t make it either in our program or in trading.  Motivation is necessary for success, but not sufficient.  There are very specific skill sets required for success in trading, just as there are for athletics, chess, or professional dance.  No one would plausibly claim that motivation would qualify him or her for a spot on the Chicago Bulls or Joffrey Ballet Company.  Why should motivation qualify one as a superlative trader?


Interestingly, the “motivation” response generally means that the applicant is motivated to succeed at trading.  It doesn’t mean that the individual is motivated to put in the work required to succeed at trading.  You would be amazed at how many traders say they are motivated, when what they really mean is that they would dearly love to be successful.  These are the same traders who leave the office at the sounding of the closing bell, who show no evidence of having studied the markets after hours and on weekends, and who put minimum effort into studying their own performance.  Even when these traders keep a journal, the entries consist of superficial comments, written in a few minutes time, containing such generalities as, “I need to be more disciplined.”  What form of discipline is needed?  Why have they failed in their discipline?  How will they be disciplined in the future?  What specific steps will they take to implement the discipline?  How will they track their progress with these steps?  All these questions remain unanswered, because answering them takes real effort and real motivation.  Desire is not motivation.  Motivation is measured by demonstrated effort; not feeling, not good intentions to make efforts.


Many successful traders I know started their careers by intensively reviewing their trading at the end of each session.  After hours they would study their trades, observing how the market moved, reviewing their trading decisions.  Along the way they made notes, highlighting what they did right and wrong.  From those notes, they developed specific things to look for in the market; specific things to do or not do in their trading.  Such review took hours each night.  But, just like Greg Maddux reviewing tapes of the batters he would face the next day, it gave those traders a level of preparation that others lacked.  The cumulative impact of daily review meant that, after a few months, the hard working traders had far more exposure to the patterns of the market—and their own patterns—than the “motivated” traders.  That is why those hard workers built a career as Kingstree traders, while others were unable to do so.


My personal belief is that we are rapidly reaching a time when a trader’s potential will be evaluated objectively, through carefully crafted metrics, and not just subjectively through self-report and simple P/L summaries.  As markets become more efficient, trading firms will increasingly turn to such objective tools to assess the factors that lie beyond motivation: aptitudes.  At Kingstree Trading, we have taken the first step toward such performance-based training by incorporating an advanced internship into our program.  Following the first, introductory month, interns select the market(s) of their choice and begin an intensive month of simulation-based trading under the direct observation of a mentor.  Performance statistics are gathered at the close of each session, and feedback is offered as the trade is occurring for real-time work on trading skills.  Without having the worries of profit/loss, advanced interns are encouraged to experiment with strategies, trade with size, and identify their particular strengths and weaknesses.  We believe this new facet of the training program has the potential to accelerate the trader’s learning curve and cut the amount of time it takes to “become green”.  


Firms often say they’re looking for motivated traders, but the sword cuts both ways: those firms are “motivated” to hire successful traders, but often show little evidence of putting in the hard work needed to develop trader competence.  How much time and effort does a trading organization put into mentorship, direct teaching, and the detailed assessment of performance?  In sports or professional dance, coaches/teachers intensively practice with their pupils every single day.  Does that happen at the trading firm you are considering?  Think about it: If a mentor is spending hours with traders each day, he or she will not have time to trade.  That means that the firm has to subsidize his or her salary—a major commitment.  If the only mentorship is a few words of wisdom after the close of trade from people more interested in their own trading, you have to wonder about that firm’s “motivation”.


Successful traders possess some edge in the marketplace that distinguishes them from the thousands of other market participants.  What is going to be your edge?  What evidence do you have, right now, that leads you to believe that you can cultivate that edge?  Those are some of the questions we ask of applicants, and they are ones that beginning and experienced traders alike should be prepared to answer.  “Passion”, “motivation”, “desire”, and “hard work” are wonderful, but ultimately those have to be yoked to skills.  Observe and interview traders, read about traders, try trading in a simulation mode: learn about those skills.  Ask yourself, honestly, if you possess those skills and—if the answer is yes—then develop a plan to hone those.  That is what makes for success in trading.
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