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Very recently, I read a new book on trading psychology and two articles on the topic in trading magazines.  I will try to summarize the gist of what I read:

· Successful traders master their emotions through mindfulness

· Successful traders set goals

· Successful traders use visualizations to reach their goals

· Successful traders are self-aware and self-accepting

The message from these self-described trading coaches is:  If you become more mindful, goal oriented, and self-aware, you will become a successful trader.


There are several problems with this line of thinking:

1) It is based on a logical fallacy.  Even if it were true that successful traders had these qualities, it is not necessarily true that having these qualities would make someone successful.  Successful traders might also follow charts while they trade; that doesn’t mean that obtaining a charting program would yield trading success.

2) It is not true.  I work with dozens of professional traders at my firm and have interviewed many more.  I have detected no correlation between the emotional maturity of the trader and his/her profitability.  Indeed, most of the highly successful traders I have known personally are exceedingly emotional, volatile, competitive, driven individuals.  I would never dream of describing them as “centered” or “self aware”.

3) It is not plausible.  No one would think of claiming that these factors would bring success in other performance domains, such as athletics, music, surgery or the piloting of fighter planes.  Can you imagine a “fighter pilot coach” (who has never flown an aircraft or served in the military) telling an aspiring Top Gun that he will be successful by practicing positive self-statements and goal visualizations?  A “surgery coach” (lacking an M.D.) helping a novice become a brain surgeon by encouraging mindful awareness of emotions?       

Missing from the theory and practice of nearly every “trading coach” I have encountered is a thoughtful account of the aptitudes associated with trading success.  Athletes, musicians, surgeons, and fighter pilots succeed because of their skill sets, not because of their positive thinking.  If the latter truly generated success, then any optimistic individual could be a brain surgeon or NBA star.  That, of course, we know is absurd.  Yet we will listen to trading coaches assert that people can make money in the market simply by engaging in visualizations.


Now to be sure, it is true that if a trader possesses the requisite skills for trading success (which we would know from examination of prior account statements), honing their capacity for concentration and self-control could help them make the most of those skills.  It makes sense for Tiger Woods to hire a performance coach; it does not make sense for Joe Duffer.  If Tiger is in a slump, it is not because he lacks ability; something else is at work.  If Joe Duffer is shooting well over par, it is very likely that he is untalented.  Indeed, he is probably frustrated and emotional precisely because he cannot find success at what he is attempting.


My experience is that 90% of the traders who approach me for “coaching” are Joe Duffers.  They have never been successful at trading, for the same reason that I have never been successful as a musician or as a professional football player: I lack the requisite skills.  I guarantee you, if I tried with all my might to make my living from guitar playing or throwing the football, I would also wind up needing psychological assistance!  That doesn’t mean, however, that my emotional state is creating my lack of success.  Rather, my lack of success—ensured by my low level of skill—is generating my distress.


So what do we know about real success in performance fields?  Research reported by K. Anders Ericsson and Dean Keith Simonton finds that success is a function of: 1) natural talent—success is experienced early in the learning curve—and 2) lengthy, structured practice, almost always under mentorship.  Indeed, that research finds that superlative performance generally only appears after approximately ten years of sustained practice.  That makes sense when you think of the developmental process among athletes and artists.

This suggests that if you are seeking trading success, the best thing you can do is find a real trading mentor: someone who knows how to trade and who can guide you through the learning process by helping to structure your ongoing practice.  This is not a matter of enacting a few canned psychological exercises; it is a sustained, goal-oriented process in which you practice trading strategies, obtain specific feedback about your performances, and systematically attempt to make improvements.  Professional trading organizations are rapidly turning to such training paradigms to cultivate talent (see www.traderdna.com for one example of this cultivation).  They realize that the best thing for a trader’s psyche is trading well.


Unfortunately, too many “trading coaches” will never discuss the issue of aptitudes.  If they did, it means they would have to mentor trading skills, not just offer pop psych nostrums.  Look at any field and you’ll find that successful mentors have always acquired content expertise by performing in the field that they coach.  Acting coaches have had acting experience; basketball coaches have played the game; attending instructors in surgery are surgeons themselves.  If a “coach” has never performed himself, it is unlikely that he truly knows the skill sets that need to be mentored.  A coach without content expertise is like a classroom teacher who has never studied his or her subject.  Practical people call such individuals charlatans.  In healthcare, we refer to the efforts of such people as malpractice.


Perhaps you think I am being too harsh toward the book and article writers I’ve recently encountered.  I think not.  There are few lower forms of life than those who prey upon the hopes and fears of vulnerable people.  Traders seeking monetary success are like the performers who audition for “American Idol”: a few have talent, many do not, and those that do not delude themselves into thinking they have a shot.  What can you say about the integrity of a “coach” that would seek out such deluded performers and promise them success through the simple enactment of self-help exercises—all for a handsome fee?  That is the sum and substance of most commercial coaching of traders.  If you want a measure of a coach’s integrity, you can find it in the percentage of prospective clients they turn away because those clients lack talent.  If they do not turn away the untalented, then they sell dreams, not professional services.  


The real coaches cultivate talent over time.  Take a hard look at that TraderDNA site—then think about the research that attests to the years of effort needed to achieve expertise in any domain.  That is what brings success—and if that turns you on, then maybe you have a shot after all.
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