Used to trade:
I was firstly a risk manager for a large bank then a position opened as a spot forex trader. Got an account for $2mil in the first three months got increased to $5mil for the next year and to $8mil in the next. When it was increased to $20mil I called it quits. The more you make the more they want you to make, and of course "force" you to make. Yes the pay is great but you die bit by bit.
Took a long "vacation" and am now back in Risk Management again...
Trading is not for everyone and it is not for me, not the way the banks make you trade. The pressure and rewards are immense but at some point the rewards are not enough anymore.
I am now happily married with a lovely wife we have a little girl and a life outside of trading.
Yes I still trade but for my own account and I find these forums unbelievable. Both for the funny indicators as well as for some really good advice that has proven true over ages.

Good Advise:

I have seen traders make consistent returns just using RSI, I was a big believer in technicals so once asked a guy how he use it. The response was expected..."If I think the market is going up, I buy on RSI buy signals"...so gut feel played a major role. 
This must probably be the best advice I have ever used...know your market know what makes it change know the ranges know the expected pip moves on a daily weekly monthly basis.
Most of my money was made on long term views...meaning - look at the economics and decide what interest rates are going to do in the next 6 months...trade in that direction and MAKE SURE you add to a winner on all retracements so that when you are right you have a max position on. Also decide when your view will change...what must change fundamentally for you to believe that your long term view is wrong? Usually this has nothing to do with the absolute level of the currency you are trading.
I traded long term views but every single day I took positions. Either adding to a winner or making a loser lighter.

Many losses but the winners eat them up when they happen... 
OH:
Just to add to that - I am a highly educated person :-) (M.Sc) but have thus far found no value for all the years of study within trading...except position management...no value in terms of decision making as to whether to go long or short. I have tested and programmed all kinds of technical’s and all kinds of combinations and nothing performs better than good old gut-feel....but remember gut-feel is a product of knowing your market it is not a coin toss as many believe.
I have also traded the very short term (tick by tick) by just watching the quotes coming through on three very large banks and occasionally hitting a bugger that is out of line by a pip or two. The spreads were very close and sometimes even zero spread, choice. I did not do this regularly but the misprice did happen at least twice a day and was tradable for a pip or two.
Towards the end of my trading I got a trader from bonds/swaps to trade with me on the eurgbp and he really enjoyed these mispricing smiling from ear to ear when he made a pip on $1,000 a pip position. Imagine the smile on my face the day he refused to cut his position when the "misprice" was in fact the market pacer and the other 2 banks started to follow what he perceived to be the mispricing bank. It was horrible to watch almost 6 months of slowly accumulating profit disappear in a single day.
If you don't have the discipline to cut a position then don’t take it in the first place.

SALARY:

My basic salary was very good and the bonus worked on a scale, I had to make the budget they set to get any bonus, which was about 5% of budget. But everything over the budget I shared in by about 25%. So budget is $1mil I get $50k bonus, I make $2mil I get $300k bonus. My biggest bonus ever was only $150k. It almost matched my basic salary, so I decided the negative on health is not worth it. Also if you did not make budget but came within like 80% of it then you just got a 13th cheque. If you made less than 80% of budget then you got another year to make budget else you get trouble. Now I earn almost the same basic as before but without the promise of a "big" bonus.

Trading is not like many newbies think...very passionate and exciting career etc...in the beginning yes it is, it makes your heart beat faster, slower even makes it stop and the adrenaline is major but as time walks on you dont care anymore. Trading just becomes a numbers game little numbers going up and down all day long, it will be there long after you have passed away. You become detached to any one trade all you think about is the end result - budget -and will I make budget this quarter, this year, that is the big goal? You don't care about losing money nor do you become ecstatic about a big winner - it is just the natural flow of ups and downs - you dont care anymore. Once you reach this stage you dont find any meaning in your trading anymore. What am I doing to really help the people around me? Who will remember me once I die? All those crappy human questions come up and you ask yourself if the money is more important than other more human things. Like enjoying the sunshine on your face or walking in nature. When trading you can become detached to all these things and may even lose the people you really love and who are the reason for you trading in the first place. In my career I have become personal friends (and still am friends) with about 11 traders and of those 11 only me and 2 others are still married to the same people. I have known many more on other desks but never really got to know them on a personal level. I really miss the camaraderie when trading and also the sense of belonging to an exclusive few. I miss the pride of stepping out of the lift onto the trading floor and knowing the people behind me in the lift are looking at me in admiration, and probably have a job because of my contribution to the bank.

Now I help people by being a risk manager thus minimising the probability that my bank might go belly-up due to risky trading behaviour. It makes me feel good but not as good and respected as when I was a trader. However, now in the evening when I get home I am home and I am not tuning to financial news nor am I opening my homeline to the brokers. I have a wife who loves me (I think :-) and I am so relaxed I cant believe I was once a trader. 

I must also add that the money never really was a motivator as I inherited a lot even before I started studying. So it was more a challenge to see if I can do it or not. Maybe for someone for which money is the real motivator it will be easier to keep on trading. During my last year of trading I met a guy who has been trading for about 22 years and he obviously made a lot of money. I asked him why he continues on and on year after year and he said that trading drives him. He didn't get out while young to pursue other interests and today this is all he knows and he is OK at it. He enjoys it and lives the lifestyle of a very rich person with all the toys and holidays etc. but speaking to him you soon realise that his life is still unfulfilled. That conversation decided me, I changed gears a bit. I learned a lot from the old hands but also saw them make typical newbie mistakes (like holding on to a loser) for far too long. I learned that everybody makes mistakes and if you are not 100% disciplined and focused whenever you are trading then you are going to drop the ball, no matter how experienced you are. That is when I decided that I do not wish to live my life constantly thinking about the market, being on edge trying not to make mistakes. Yes, it does become easier over time but you let slip your attention just for one moment and you are in trouble.

I hope all you guys and girls enjoy your trading and dont allow it to rule your world. If I can give one word of advice to any new trader it would be this: TRADE THE LONG TERM FORGET ABOUT INTRADAY YOU WILL LOSE YOUR MONEY BEFORE YOU HAVE LEARNED WHAT TRADING IS ABOUT.

Long Term:

Long term can range from weekly to yearly. I had a look at the market I was interested in and decided where this market should go given the current situation. Take the US market for instance it goes through waving interest rate expectations. At the moment the expectation is flat with a very small bias for higher rates. Now look for a market where the expectation is for increasing rates...there you have a long term view - for as long as your view of interest rates in these two locales stay the same the currency should be traded in a single direction. So you try and trade in the direction of the long term. Yes the carry trade unwinding would have been very scary on the yen but I was not into trading anymore and as far as I can see much of it has been made back again. So if you had a feel for that market you probably would have stayed out until the unwinding talk was finished and started building your position again. Now when will my long term view change...well either the economics must prove it (news items) or the market must drop below the carry trade scare level or Japan must surprise us with a sudden rate hike. REMEMBER how surprised everyone was a while back when the GBP unexpectedly raised rates when nobody expected it? Look where it is now against the USD - great long term view example and great example of trading in the direction of the long term view...yes it did indeed take a while and it made some pullbacks but the view was right IN THE LONG TERM!

To trade this view on a daily basis is complicated but the more cash you have the easier. Think about it in this way. If you believe on the monthly chart that the market is moving higher then given 20/21 trading days in a month then surely for the month to end a BULL (open lower than close) then out of this 20 days at least 1 day must close higher than the highest open of the entire month up to that point. So even if you just sit and wait until you see a nice pullback on the dailies and then start going long then sooner or later you will see the bull trend resuming. The secret is to start your posi normal and then as soon as it goes against you by your tolerance to cut some of it and as soon as it starts going your way to add more and as long as your direction is confirmed you add more and more, until you are at full limit by the time your view is confirmed. I have so many times seen newbies take a few pips profit just to feel good about making a profit while they add to a loser or even let it go against them big time and then start adding to the loser...I have seen nobody make money in this way yet...

I typically took about $500 a pip position and if the market goes against me by 200-250 pips i would cut 1 bar then every 100 pips down i would cut another 1 until either my position is closed or it goes back in my direction i would add $200 a pip to my position every 50 pips in my favour. If you can get the overall larger trend right then you can make money this way. Just note that these values (200 pips 100 pips etc) are not absolute values I might see ranges that I like and these might be 400 pips away so I might take a smaller position initially to ensure I can comfortably sit until those levels are reached should my position be wrong. So I dont get squeezed out of a position. This cause about 10-15% drawdowns when calculated against budget to be reached. Its not always easy and sometimes its just better to wait and see...I however liked to be in the market as much as possible because then you really focused on where it is. Not trading with my own money made it very easy to throw a line in the water just to see what would happen. Many a time that was the start to a great trade and sometimes it went against me but still managing it properly reduced the loss, although still a loss. It wasn't my money...that helped a lot. So if I can be permitted to give another piece of advice to newbies: DONT TRADE WITH MONEY YOU LOVE.

I once tried to explain to my wife how it feels to trade, how it feels to make money and to lose money. I went to draw some crispy $100 bills at the bank and told her to get the same amount from her own account. I told her we are going to play a bit of heads and tails tossing a coin. If she wins she gets one of my hundreds if I win I get one of hers. She won 3 times in a row and was smiling from ear to ear taking $300 off me, promising me a great night for being so generous! Then she lost, I took $100 from her and promptly tore it to pieces. She was sitting there open mouthed. The look on her face was nasty: "What the ...k are you doing? Thats my money!" I explained to her that no, in fact, it was still some of the money she won off me, and asked her if she wanted to continue playing? She looked at her hand of bills and took the 2 remaining bills that she won from me and put them seperately from her stash. She wanted to continue but clearly now she had a plan. I won again and ripped it up then she won 3 times in a row and was smiling again. She smelt money! Then I won it all back and continued ripping it up. Now she only had her own stash left. I asked her whether she wanted to continue and she said yes after almost starting to cry due to her total involvement in this "game". I asked if she was going to answer her cellphone ringing for the third time...you can imagine her answer. I won again and ripped into the first of her $100's. She started shaking. Shame. She won and I could see the smile coming back. She lost another 3 times in a row and was begging me to stop ripping the money and to please give her back her money...She suddenly understood what I went through on a daily basis. Expensive exercise but at least she understood me better and it helped our marriage a lot. Dont do this exercise with $1 bills it wont have the same effect :-))

Hope this helped.

Relaxing:
Then of course the lifestyle of a trader sometimes is not for everyone.

Drugs do play a role with some traders and the drug of choice for most was cocaine. No, I have not used it ever before and will never. I know my personality and it is an addictive one. I can very easily become addicted to anything. At least my only poison at the moment is smoking.

I have had some weird experience. One I can tell about was when I and 3 other traders went to a casino "just for the afternoon". It turned out to be for the whole night into the next morning and by seven I phoned the office to tell them we will be a bit late and ohh by the way...wheres the market. We continued gambling on the blackjack tables right into the evening and when most of us couldn't stay awake anymore we left. Those hours of gambling was a nightmare but strangely enjoyable, but I was still a junior guy and had to stay or lose face (yeah I know peer pressure). I didn't lose any money (probably because I didn't bet a lot) but I saw money flowing out of accounts like crazy. It really was a crazy 2 days and that was when I first met with drugs in the workplace. Dont think everybody use it but there is some just like in any other job. The only difference is in this job they could really afford it.

Money also becomes meaningless to a large degree. If you make or lose $100,000 a day without blinking its really hard to complain about paying $2000 a night for a weekend getaway. Now looking back that was crazy spending. I remember the one time there was a guy who wanted to sell his old vintage merc...The one guy interested was a collector and really interested in buying the car and they agreed on price etc. Then another trader (who had a fight with the collector, because the collector apparantly had an affair with his girlfriend) came to hear of it and offered the seller more money so they bid each other up until the collector gave up and left very angry. So what did the buyer do? The next morning he parked the merc in the collectors parking space and banged it up with a cricket bat in several places. The look on the other guys face when he saw the banged up merc was priceless.

I asked the buyer why he had done something so stupid and senseless? His answer was: "Because I can". So again money makes one lose perspective on many things more important than just being able to do it.

That brings me to another philosophical question. I postulate that if 100 random people win $1mil then within 2 years 90% of the winners will again be dirt poor. Why? Simply because wealth is not meant for all. Some people will simply kill themselves if they are given that amount of money (drinking, drugs, fast cars, dangerous holidays, aids etc). They are not trained from birth how to handle money and we think differently about it.

So if you were to win $1mil what would you do?

Pairs, Paris Hilton?!
What pairs? I never focused exclusively on specific pairs. I traded what I perceived at that time to be "trending" pairs. I remember doing some work on gbpjpy eurjpy eurgbp nzdusd and also on the emerging pair usdzar. If you ask my opinion right now I would favour USD crosses as the rest of the world seems to be lagging the last few rate hikes in the US and the US is becoming a bit stagnant at the moment. I think emerging market cross US offer some sustainable possible trends at the moment. (Disclaimer: trade whatever you like this is not intended as trading advice but merely an observation).

This question of "what pairs" is funny because I have seen q's on this forum asking exactly that on so many "systems" it becomes laughable same with the question "what timeframe".

The truth is - it doesn't matter. Today the gbp will have a personality the same as what the jpy had 10 years ago or 1 year ago. Things change over time you cannot ever build a system around a currency and then say - "but it doesn't work on the usdjpy" that is not true - it is not that it doesn't work on the usdjpy the truth is that it doesn't work on the market characteristics exhibited by the usdjpy at that moment and as soon as your pair that it does work on changes its personality to usdjpy "characteristics" your system is worthless. Thats why so many systems start out great and have many followers in the beginning but over time it fails. The markets change and thats the simple truth.

If you think about some of your profitable trades - no matter what currency or timeframe - how was your money made? You entered and the market moved in your direction - the more the market moved in your direction the more you made - if you trade in the direction of the trend you make money NO MATTER WHAT CURRENCY OR TIMEFRAME. That is also one of the reasons why the shorter timeframes are so difficult to trade - nobody really knows what will happen from morning to evening but if the current expectations persist then the gbp will close higher on 31 December than it is now. So it is easier to go long the dips on a larger timeframe because you back your decision with a long term trend.

If it was possible to accurately predict an up or down day then and only then something shorter than the daily can become profitable on a sustainable level. I am excluding scalping a few pips on the 5minute chart from this assessment because I believe the market becomes more random the shorter the timeframe and even in randomness there is order that can be exploited. The discipline and "luck" needed on the 5minute chart is however not worth the health risk - but it can be done.

Also having the long term trends at your back is much less stressfull than trying to buck the trend with a clever reversal trade - I have had many of these clever trades and they just cost me money. The market makes you think that this is the real reversal but just as soon as you take the trade she turns around and gives you a hiding.

Maybe the easier way to explain the strength of a longer timeframe trend is to explain about Paris Hilton, she is a celebrity at the moment and many people know her name today. How many people will know her name in 50 years from today? She is the short term trend. How many people will know who is Johann Sebastian Bach in 50 years from today? He is the long term trend! If you have to take a bet on who the most people in the world will know in 50 years from today who will you bet on? Yes, my friend, the long term trend will win every time so think about that next time you want to go in the direction of a short term pullback from a new high...

Of course during war (and other extended hardships) people will lose the trend completely. Go and ask someone in Angola who is Bach and not many will know and due to the media coverage of Paris Hilton more will know who she is, so the short term trend may persist in the short term but even in Angola in 50 years time more people will know who Bach is than people knowing who Paris Hilton WAS.

Hope this helped a bit.

Why Own Account:
A question I see a lot on this forum is why don't the bank traders trade on their own account?

Well its very simple, its all about risk. If you trade for the bank they pay your salary and if you make money you get a bonus as well. So financially you have ZERO risk. If you make a mess and lose money for a year you will probably get 1 more year to recoup - the banks know traders dont perform well consistently so they allow a bit of a drawdown. Now if you still don't make it they will let you go and you simply move on to another bank or do something else - money lost -zero. If you traded your own account all the money you lost was your own. Its much easier to take risk with somebody else's money.

The second reason is simple. The motivation to "trade your own account" is many a time to have more free time and to not work for a boss...Well the truth is whether you trade for a bank or for yourself you are still your own boss. Nobody will force you to come in at 8 and leave at 4 - you are a proffesional trader you trade when the markets are ready to trade that might be for a full week and then nothing happens for 2 weeks. The fact is whether you trade for yourself or for a bank you will still have to spend the same amount of time infront of the markets if you want to be successfull. I have never had a deskhead give me trouble if I phoned in, in the morning and told him I had a long night I'm taking the day off. He knows and I know that it is MY budget and my head...the same goes if you trade your own account.

This "more free time" if you trade for yourself is actually funny. Many traders go golfing on Wednesdays and Fridays for "client" purposes and those are the days that they do much better in the markets as they simply phone in get a quote leave an order and they don't fiddle with the market any further. They are open minded when leaving the orders and do not stare blankly into a screen all day long. In their subconcious mind they have an overall view of the market a kind of gut-feel of where the market should go and as they are not looking at short term charts they basically back their long term view unknowingly. However then I must add these traders are bond and swap (interest rate) traders and therefore there is not really any short term trading going on in that market. So they have "more free time" while working for the bank and to top it off the bank pays for the golfing excersions!

So there really is no incentive to trade for yourself. It just doesn't make sense to leave the security of someone elses money, the constant flow of readily available market info and a group of traders to bounce ideas off. Why give that up just so that you have more free time or for you to be your own boss.

Hope this helped

No, I am not Chinese. The 888 in my nick is just because all the others I chose was already taken.

NFP:

Seeing that it was NFP today I thought i would comment on it a bit.

I see many comments about brokers widening spreads et. Believe me this is normal and any market not only forex does this.

I have spoken to the guy at a website calling themselves forexbastardsdotcom and explained to them that the way they trade is impossible in the real world when trading with banks and that their subscribers are beind led down a false path. The fact is that even if you trade for a bank it is impossible to capture the initial movement on news and very few traders attempt this. Should you come to a bank with a trading record then they will look whether you trade anomilies or actual market moves. They know its impossible to capture the initial moves and they will filter that. News trading is impossible...what is possible is having a position before the announcement and if you are right your payoff is great if you are wrong you HOPE they executed your stop not to far from your STOP level....because you know you will get slippage.

I received a pm asking for who i traded, forgive me for not saying as i might say some things that might angry my previous employer so for the sake of speaking freely i will not mention my previous employer. However if you are willing to give me all your information and phone me so we can speak person to person i will give ou this information. What i can give you guys is that I used Goldman Sachs, Danske Bank and HSBC Hong Kong as brokers and had a constant feed to their prices at all times.

The great thing about having a personal relationship with your broker is using stops. MANY many a time I left a stop with my broker and the market moved pass my stop and I wasn't executed. I phoned immediately asking whats going on...the usual answer was that they thought my stop was too close to the market and the market could turn around. I was flabbergasted at this and wondered what my damage would be should the market continue against me and my stop was not executed. Well, the worst "slip" I ever had to take was 45 pips but I took that smiling given the many times that the market should have removed my stop but my broker kept me in and protected me until the market went my way. So thats one more lesson and reason to trade with a large bank...the broker protects you.

Go well and enjoy your weekends

Coaching:

I have read in this thread and many other people have said that I could be a good coach where trading is concerned. I absolutely agree with the assessment and am willing to make this "service" available to more people than currently involved in this.

At present I have three guys (girls dont waste your time contacting me) actively participating in my experiences and they are taking the lessons home. I unfortunately have capacity for only another 3 persons but I have to filter them in terms of personality. Of course I cant guarantee any results but my coaching is absolutaly free with no financial gain to me. I DONT NEED THE MONEY, but I do enjoy the satisfaction of seeing a person finding his place in life.

PM me and if you have the financial means to support yourself for an extended period until you are able to grasp long term trading then you will be succesfull.

If you think trading is "get rich quick" then I envite you to look at the first posts of this forum and see how many of those contributors are still around.
Technical Trading:
The hardest thing I find is to convince "traders" not to use technical analysis. Now I'm not saying its useless, it can be used (very profitably) to time your entry into a movement you are targeting. I have not yet seen anyone using any technical analysis "setup,system,method" profitably consistently. I think this forum proves that. Yes I have seen traders at the bank use technicals but they don't use it consistently as entry exit method. They use it more like a crutch. So they have a feeling to go long they look if we are trading above the 200 ema and they go long if so...Next time they will feel to go long look at the macd see a positive cross and go long. The way other traders use it is to see: "ahhhhh, the 10 and 20 emas have crossed up so lets go long". This also gives rise to the idea of "beginners luck" -while trading your demo account you make money but as soon as you start live trading you start losing. The "beginners luck" is just because you haven't done whatever you are doing for long enough for the market to change character into a monster that wont work using your technicals. (It is in part also because you stand impartial to paper profit/loss as opposed to actual money on the line...but I have said enough about that)

There are currently hype on many systems but if you go back in history you will see many systems starting quickly and then dying off just like the hot-ones at the moment are getting a lot of attention.

Remember -a technical tool is derived from the market price - without a market price there can't be any technical tool. Thats why technicals lag actual market price. Why do you need a technical tool to tell you to go long after a pullback if you can clearly see that the market is making a pullback and now you can go long. You don't need RSI or MACD or whatever to tell you what your eyes say. Remember the long GBP I spoke about earlier in this thread? That entry was so obvious when it pulled back to 2.0090'ish and then just spiked up to 2.03ish. Yes it took guts to take it at that level as it could pull back all the way to the figure (2) before bouncing BUT YOU DONT KNOW THIS AT THAT TIME. All you know is there was a new monthly/yearly high made and I am now not at it, at the moment I am pulling back from it. If you have a feel for your market you will know how many pips pullback you will be comfortable with before entering with the trend. Remember as a trader you don't get paid to "wonder" whether the pullback will go deeper, you get PAID for taking RISK! Now if the pullback went deeper you just cut a bit off your position until your 2.0 (perceived support) is reached and then you add when it starts going up again if it does... It takes some getting used to - to not add to a losing position - but everybody seems to be averaging down as the market goes against them. Do the opposite and get paid for taking RISK.

The real "trick" to trading is to mix your fundamental view with a good technical entry level. Intraday this is almost impossible as you wont know the overall bias for a specific day. The GBP will probably go and test the 2 level again (probably after making a double top) but I don't care about selling the GBP at the moment because I am in a long upward trend. Should it go back to 2 I will start doing something there - I don't know what I'll do there because the political/economical etc. climate could change by the time it gets there. If the climate is the same as now I will buy else sit on sideline or short. At the moment I am positioned (and positioning) so that I will make some cash as long as the GBP close above the 1.98 level on 31 December 2007. If you trade long term like this the stress is less and the probability of success increase slightly.

It takes many hours of reading and getting to know your market before developing a feel for it, the "feel for it" is subconscious i na certain way. Many people are unwilling to develop their reading skills because they want a technical tool that can quickly tell them what position to take when. Such a tool does not exist because if it did it would have been discovered by someone more clever than you or me very long ago. This makes me think of when options was still "unknown" and many traders made milllls out of it due to mispricings etc. It was a money cow. Nowadays everybody is clued up and its much more difficult to make money on options. So the holes were plugged just like it would be plugged should a magical technical indicator suddenly appear.

This is just my opinion and please remember that I am a statistician so it is very hard for me to accept that technicals is not the answer, its just a crutch.


I am sorry to the people I am not contacting via PM, but I have answered many.

Position Trading:
Luqmanz, yes there are many who do this, 

The problem is that you grow your position over time and sooner or later your position is so huge and you are managing it so tightly (due to the size) that a lot of them lose sight of everything else.

I have to share with you my moment of realising that I am now a proffesional successful trader.

See, I was also struggling like so many on this forum. Trying this, trying that programming this indicator then that one then a combination of these then applying oil action to gold via forex etc etc etc etc. Above all else I really struggled with letting my winners ride, until I spoke to a veteran and told him my problem. He suggested I take the opposite position next time I decide to cut a positive trade. After three losers like this I found it very easy to hold on to my winners!

All the old-hands always told me to go with my gut - I never could, I always wanted some kind of confirmation. Until one day I was so fed-up with yet another "system" not giving the wanted results that I decided to start reading about the fundamentals. Now, just reading them does not help, you need to know what their implications are as well. By this I mean it doesn't help you just read that NFP was up so the FX MUST do this or that, I mean the NFP is higher than EXPECTED so this will fuels inflation so this will mean next week if the Empire State BCI does not confirm these figures we should see a slight pullback and hence a good entry level. And so on and so forth so you become a master of the art of understanding what the fundamentals mean not what it means when a number comes out thats why many a time a number will come out suggesting a certain direction but the opposite happen, it is due to the interactions that the opposite happen - in hindsight you can always say "ohhhhh, that why this figure caused this reaction" The truth is all the information was available before hand so if you really understood the figures you could have anticipated the direction.

After months of reading and learning I started taking my positions on "gut-feel" and lo and behold it proved to be a better choice than technicals. Not all trades were positive - there were still losers but because I backed my trade with a long-term view it was easier to manage it and let the winners really win. So one day I was driving home wondering how much I made that day. I just couldn't remember no matter how much I racked my brain - I had no idea how much I made...I knew I made some cash but how much I didn't know. That was when it struck me - the money doesn't mean anything anymore so I am one with the market rather than one with the bankroll.

I had a good evening that day...The next day was the worst...I was thinking - ok so thats the secret to trading - now what am I going to do with the rest of my life? I lost a lot of my passion for trading after realising its a job like any other in the world.

There are an old saying that something like 10% of traders "make-it" but its not entirely true. The success rate when trading for a firm is much higher while on these forums the success rate is maybe 1% because people aspire to become traders but they never really understand what it takes.

Its like a first year at university...out of the thousands of aspiring medical doctors only 1 or maybe 2 will become known in their fields as specialists. Many students change courses, drop-out, get pregnant decide to just become a GP and not specialise etc etc. I think it is fair to say that only about 1% of first year students ever become successful specialists. And only after very hard work and many long hours. The same is true for traders. The forums are the same as maybe first year students maybe not even so advanced...With one distinct difference: as a trader you can never become a GP you either specialise or go broke. Nobody can survive as a trader if he/she is just an average GP earning a steady income. You just don't have enough cash to be average, you want to live off the money you make from trading, you want to pay your bills with the money you make from trading, but unfortunately there is no GP's in trading, even if you just barely make a living from it, it still takes specialist skills to make this happen. It is no wonder that so many fail. When trading for a firm at least you have many things going for you like other traders and a bankroll and the support of a salary hence the higher success rate.

I hope this helped a bit

System Trading:
This is another example of an intraday system trying to capture the daily trend. Not a bad system at all, not backtested enough, if it was it would have been seen that you MUST expect these kinds of drawdowns. I have once worked on a similar system but as I was still in "get-rich-quick" mode I discarded it as it's drawdowns was for far too long a period - something like 4-5 months of being in a drawdown. How am I supposed to pay bills while in this drawdown? This kind of system however helped me to develop a "scaling out of positions" money management system when the market was working against my position/system.

In all honesty, I think the Hans123 system is now ripe again to start making money. Always a good time to start a "discretionary" system is when it is in a big drawdown. You almost weigh the probability that the system will have a drawdown twice the size of its previous drawdown and decide that its not likely and then use the system. If you are wrong and the drawdown continues then your "gut-feel" on the system was wrong and you live with it. So basically you trade a system on a system... as if the hans123 is a currency itself being in a pullback at the moment so after a new high we buy the pullback. If you are only interested in trading using technicals then this kind of method could be your best help...get a lot of systems, monitor them each and trade those that are at x% of their historical drawdowns. I don't do this but it will work the same as trading a currency outright long-term.

Hope this helped

Gut-feeling examples: (as 17/06/2007)

No I did not trade for an asian based bank but one of my brokers was asian based...

A current example of a gut-feel trade might be on the EURGBP. I believe that the EUR will weaken against the USD before the GBP weakens against the USD. So overall EURGBP going down, my first entry was at 0.6758 with a possible bounce coming in at 0.6800 so I took minimum position at 0.6758 and then at 0.6780 I closed about 75% (for a loss) and put it back on at 0.6792. This happened over the last 2 weeks or so. Last night I decided to add a bit more at 0.6768 to see if we can go below 0.6750 initially to target back to 0.66 at some time this year or next. Should my view be wrong then I will cut back again at 0.6790 and close everything at about 0.6820'ish...Idon't know whats going to happen but after looking at inflation etc. I feel the eurozone will first start making noises about the "strong" EUR and cause EURGBP to fall. Maybe I'm wrong but I'm willing to back my view and know that if I'm right I can have at least another 3 such losses without braking the bank.

Another gut trade at the moment is on oil reaching $80 in the very near future as first target. All indications is it should hit sometime. I won't like $80 anymore once we trade below $70 without hitting $80. This is a very short term view maybe in the next 2 weeks to month.

Also on the SA market the All Share index will hit 30,000 sometime this year before it goes back below 28,000. In fact it should hit the 30,000 very soon. It is a big level and there is a lot of development and investment going on in that country regarding the 2010 world cup soccer so it should be a one way bet up until such time as the cup takes place...beware the dips. Also on that countries currency...they have introduced a new "National Credit Act" and already indications are: less cars sold as well as less homeloans approved. Now this might give the governor of the reserve bank the reason to NOT hike rates any further. Should this happen we should see 7.50 against the dollar by year end. There is also indications that the government is actively buying dollars below 7 at the moment shown so by their USD holdings increasing. The fact that interest rates might stabilise for the remainder of the year might mean people/investors going for the All Share again instead of the government bonds as investment vehicle. Hence the target of at least 30,000 on the all share - probably more - but i am expecting a pullback once they hit 30,000. Of course to enter now on the All Share is crazy as the target is very close.

That is typically how I would make up my mind as to the direction to trade.

Now I can easily be wrong but I don't care about that anymore because I know I need only one good strong long term trend to take care of all the little wiggles trying to get in on a trend.

Once I have made up my mind about this I will bounce the ideas off my fellow traders to get insight into their thinking as well, I try and speak to the ones actively trading these markets as they are very close to all the information on it. These discussions will not change the direction I am willing to back but it might influence the size I take as a first punt. Remember nobody knows where the market is going to go they are guessing just as I am.

Hope this helped

Brokers:

When I started trading I felt that the broker knows my position and is keeping the market just out of reach of my orders so I can't get closed for a profit, while they run on to my stops at speed and close them easily. It even happened that I decide to close a trade as soon as I reach breakeven again...waiting and watching the screen seeing a single pip loss but not taking it because I want to close at zero but the broker just won't move the market that 1 pip towards me to make it zero.

Well, these feelings are all fabricated and false. See first of all the execution is very fast and they offset the position to the market almost immediately or they might pass it on to their "client" desk to offset positions there. BUT if you trade interbank you have to "click" the broker and then before confirmation of the trade is done you physically book the trade using another system and the booking of that trade could happen hours after the trade was actually done via the broker-station so they don't know if you might dispute the fill or decline the trade completely (you can't just decline it but it might not show on the broker statement etc...there are some admin issues)...so they can't honestly trade against you until the trade is confirmed by back-office. By that time so many other trades were done that they honestly don't know your position anymore. The broker-stations used do not record the P&L, margin etc like some "trade-stations" like fxcm I have seen. All it has is two-way prices and then an "audit" of what was recorded on it. There is also nothing like double click and "are you sure?" or any of that you click your done and thats it. So NO throwing balls in the dealing room.

Also the spreads are very tight while at news times it is very wide and getting filled is almost impossible...BUT some of the brokers are very good on filling orders at news times but you are not guaranteed anything and should plan for slippage. It is your relationship with the broker that determines everything. However if you trade on a small account at an "internet" broker I think you wont get good service and if your account grows to a certain size you will run into significant "execution" issues.

I have read these news trading services and actually laugh at them making money because in the "real-world" it wont be possible to get fills at any respectable broker. They are just exploiting a shortcoming that does not exist anywhere else but with some slow brokers. This gap is being closed as time passes.

GUT-FEEL:
It is a difficult question to explain how to develop a gut-feel. The way it has worked for me is to read read read about economics of a specific currency and see how new data cause the market to re-act. From this you will get a feel for the sentiment that exists. For instance if bullish data for the USD comes out but the currency do not re-act bullish then this tells you a lot about where its going. From everything you have read about a specific country you also develop your own feeling of where it is going. I receive various newsletters from many banks re their interpretation of the current economics, I read it and decide whether the market is reacting as these writers expect it to react if it does then I go that direction if it doesn't then obviously the market is either flat or in transition to a different trend.

When I say the market is in a specific trend then I do not imply you go look at the chart and see if its up or down or if it has been going up or down. What I mean is that the sentiment in terms of reactions is telling you something about the underlying forces working in the market. Take the EURGBP as an example if you look at the charts there is no discernible trend that stands out - however should you apply almost any technical system to it you will quickly notice that your short trades were more profitable than the long ones so I perceive that there is a "short-bias" undercurrent to what the eye can see on the chart. It is almmost as if there is a hidden layer only observible should you take the time to understand the fundamentals of a market and the way the market reacts to fresh news.

How to develop this gut-feel? I think after many many articles read and opinions listened to it comes automatic.

Take for example something like a sport that is not well known- say the world hockey tournament. Which country will win this year? You don't know, you don't know the teams nor the stats nor the injuries or nothing. You look at the nice colours they wear and decide you are going to bet on the red team winning. You make this bet without knowing what is underlying any of the teams. This is the way almost everybody tries to trade forex. Then the red team loses a game and you switch to the blue team. Now, if you just get a program and a profile on each team and the players and the history of them and read up on it without caring for which team which player plays. Then you will get a feeling for which players are strong and witch are weak or inexperienced NOW if you look at the team with the most strong players and the most weak players you have a winner should these two teams ever play against each other. You still don't know who will win but because you know the strengths and weaknesses you are betting in the direction the trend "should" go. Not many forex practitioners take the time to investigate the weak and strong economic numbers in their chosen currency pair. They blindly bet on the one with the nicest MA crossover or funniest wiggly socks or is that stochs?

Hope this helped a bit to clarify

BLOW-UP:


When I was still in Risk Management we had to appoint a trader to the IRS desk. We decided on a Russian candidate but he would only come if his trading buddy came with so we made them a deal and they started.

Now these two guys had absolutely different personalities. The blond one had the ability to bleed the bank to death with small daily losses continuing over an extended period while the russian had the ability to kill us by cutting the throat of so that death is immediate, he had the habit of taking huge punts and it either worked out or he cut his position...

See the Russian guy was purely relying on his interpretation on where interest rates should go given the current economic climate at that time. During his first year with our bank he made a very nice profit and almost half of the entire bonuspool for all employees at the bank was paid by his profits so he was a star as far as everybody was concerned.

He decided to compliment his entries with technicals and got a book by some Murphy guy. He was like a child and just explaining to me about this divergence thing on the MACD's. I was also very impressed with all the examples and found it very interesting. 

He started using "reverse divergence" to time his entries. Needless to say it was a BEAUT! Until the market forgot what it had to do when the trader experience "reverse divergence". As this trader was never faced with a trade not working out he was of the opinion that it will come-back sooner or later so he kept the position. A week of sideways movement proved to him that the market is definately not going against him so he added to the position. The same happened a few weeks in a row and he developed quite a position. I warned him that his position is starting to make me a bit uncomfortable - he showed me the charts and his analysis and I showed him his position and Value at Risk figures. He compromised and cut-back. The very next day the market started going his way and in a big way! He made a bundle and a half on that one trade. His response to me was that if I allowed him to keep his full position he would have made much much more and I am hampering his trading efforts by being too strict in applying agreed upon limits etc.

Move a few months into the future and the same setup occured with the same initial drawdown and adding to his position. We again had the same conversation about being too large etc. He pointed to the previous time I made him close some positions and I decided not to waiver from the set limits. He refused to cut his position so I called in the Treasurer and explained the size etc... The Russian had to undertake not to increase his positions. Then the market started going against him - he added a bit more hoping for the bounce. 

Bottomline is: two days later he wasn't shaving, shi t ting or eating. He was in deep and knew it. He called me and the Treasurer and said he doesn't know whats going on he want's to cut his position but he is so large in it that the market can't carry him if he started closing positions. I showed him our hedging portfolio with the documentation on it and the necessary signatures to allow our actions and started hedging procedures to get him out. The smile and relief on his face was unbelievable! He was so happy he could jump to the roof. He wasn't allowed to trade to that size again and he stayed at the bank only for about another 3 months. When he saw there won't be any bonus coming his way he decided to move to another employer.

He didn't bankrupt the bank but basically lost all his previous profits for a zero sum year!

I wonder where he is today?

SeekingLight:
No problem matey, opinions are just that and I respect yours. If you know 2 or 3 and there is 28,000 members here is that a success ratio of 0.0001%? Not being confrontational just pointing out the relative success ratios between forums such as these and environments where the focus is not solely on technicals. 

Where I got my slip in the technicals was actually after starting my role as trader from risk management. Obviously as risk manager I got a good idea of what not to do in terms of money management. I developed this nice good system properly tested it very simple idea and started trading it. Sitting and watching for the signal and then having the discipline to stay with a fairly rigid set of rules was not that easy. The funny thing was that I would make no money but if I used the data after about 3 months and ran it through my system it showed me trades I never even picked up during watching the market live. The actual trades look different when looking back and actually experiencing the trade happening. Also in testing you would see a level you entered while when you are live the spread might be larger or the market could have moved so fast that you only got an entry 10-15 pips away from your signal and then its hard to still take the trade because LOOK at the slippage. Rather wait for the next one. The next one is a loss but thats OK I'll take the next one but the next one the entry has moved away already but last time it moved it was good for another 50 pips so take it even if it is 15 pips further than the ideal entry, then it becomes a loss and you start wondering why this nicely tested system is failing live...

At the time I started trading live I had a lazy friend who also thought this is the way to make a living - the market is always there so sleep when you want trade when you want etc etc etc. So he resigned as IT programmer and started with his own account. He had this idea that the correlations should hold between eur and jpy so he got some DDE feeds to excel that showed the rate where the cross should be and also the rate where the cross is quoted by the broker. If the broker is off by more than 10 pips he would take the trade in that direction - he worked on hourly closes and initially he doubled his account using huge margin within 3 months. What he didn't realise was that the broker only lagged a little bit and the trend was up so he was actually buying into the uptrend and therefore being successful - NOT because he was exploiting an edge. When the trend changed to down he was blissfully still buying up and started to lose. He lost almost everything. Then the fun and games started testing this that and the other because there MUST be some hidden formula or something that just needs discovering. 

I am not ashamed to mention that I was part of this all the way. It was a great learning experience and we developed some amazing theories that proved itself for a period of time and then failed. I decided to rather go the long term route and he continued on his route. He eventually had to first borrow money to fund his "research" then when the borrowers wanted their money back he had to start working again. To this day he is still working on getting the "hidden formula". I have had a look at some of his theories and if he used his research at a University he would probably be given a PhD! He doesn't want to do that because then someone else will use his "secret". I am trying to explain to him that for it to be a "secret" he must make money from it. The reply? If maybe I could stake him some so he can test it...There buddy go and test on the DEMO account..."NO! the demo does not use the same rates as live trading I need real cash to trade"...and so on and so forth. It is an addiction not the trading itself but the unstopping search for the hidden layer in the market.

I guess it all boils down to what you believe about the market...is it purely random or is there some hidden structure? If you believe there is some hidden structure you will probably spend the rest of your life trying to find it. With success? You decide. It seems according to SeekingLight your chance of finding it using technicals trendlines etc....is about the same as winning the lottery consistently.

His Answer:

I really like the discussion [image: image1]

First point you made - "If you know 2 or 3 and there is 28,000 members here is that a success ratio of 0.0001%?"

Simple, as we both established and you said yourself:
"Sitting and watching for the signal and then having the discipline to stay with a fairly rigid set of rules was not that easy."

There. That takes care of about 80%+ of people here, unable and unwilling to STRICTLY adhere to the rules of the systems given here consistently and without fail.
This means that, as I posted previously, the hardest part isn't finding a working system, a perspective on market workings or identifying exploitable patterns. 
The hardest part is DOING IT. (or in a lot of cases: being able to WAIT for it)
Sometimes I think of analogies like un-neutered Eunuchs in a Harem. Or hungry children told to watch over a delicious pie for a day without eating it in order to get two as a reward if they do and a beating if they disobey. End of the day? Red bums await.

Another reason for the divergence 'scuse the pun between Forum Folks and "other" places is simply the educational level(what they're told to expect, what's realistic, what's safe, what's normal, etc pp). 
People see the hyped up FX percentages, the way you can swiftly earn and lose a weeks pay in 2 hours thanks to leverage and it all goes casino. That this means however many thousands of losers vs a handful of winners is no surprise at all to me, but says little in regards to the market being a random walk vs a predicatable entity itself [image: image2]

I personally believe there are tradeable, ever reoccuring price patterns, movement and behavior, else I wouldn't be putting real money on the line due to it.

So this is where I'd have to strongly argue the last part. If the huge percentage of people failing is not due to the TA, but due to their shortcomings as a TRADER, then you can't blame the system/market. 

As I've stated, I know for sure that even with a simplified, semi-mechanical approach to price setups there's profitability(given consistent MM as well). 

I AM searching for the "hidden structure" as a hobby and interest, too, I think. 
But I am trading a system that already exists and makes money [image: image3]
This is already there and has been for a long time and structures my market as it is.

The chances for people achieving this / realizing and translating this into trading isn't low because of the lack of structure in the market, it is because of the lack of structure in their trading approach. (It's a phase we all have to survive as an initiation I think...those that make it and/or have the nerves, insight, will and money to do so further add to the % skew)

My firm belief [image: image4]

As I said, if I didn't have that conviction I wouldn't spend another minute on this.

Capital:
You are correct you either need capital or you need time to build a small account into a large account, either way, it boils down to having capital.

Starting with a small account already kills you as you are under immense stress and pressure to make money to pay the bills etc. 

You work out: I've got $100K so if I divide that into months I can survive for 24 months without getting an income from my trading and I can open a $25,000 account! Whohooo! I'm a trader.

By month 8 you will know that your capital is not enough or you will be careful not to lose money and so you live like a hobo. Not exactly the glamorious life of a trader.

In my personal opinion and many people might differ: I don't believe trading should be the all-in price of your life. I believe you should have a day job while you get comfortable with your real personality within the market. Once you are comfortable with who you are (when trading) then maybe you can start to think about a half day job and then later do this "trading thing" full-time. Unfortunately (fortunately for some! hehe) this will mean a less active trading life and no intraday getting excited about a 10 pips move. There actually is no glamour in being a trader not as depicted by some movies. Yes, the movies showed us what it could be like but thats just not true, theres maybe 2 or 3 such fast paced days in a year. It's like if you watch hour upon hour upon hour of porn and then go shopping for shoes and can't understand why the clerk at the shoe store is not taking off your pants to fit your "shoes". Real life and movie life is not the same. To be a trader is a boring JOB! For the small guy it should be a hobby developing into real-life income over time only after you really know yourself and know how you react in the market - else failure is almost certain. 

Hope this helped.

Trend lines:
Trendlines are probably the TA tool I have seen most in my life. They have that weird ability to so accurately show you what has happened but so difficult to trust when it is actually on the hard right edge of the chart.

I will still have to see that a trendline provide a probability higher than 50% of either holding or breaking when price reach it. Some people say a trendline must have 3 touchpoints before it becomes reliable...why? Has it been proven statistically that the fourth time it reaches that trendline it bounces off it with a reliable probability of more than 51%? If so then all of us should be millionaires within a year. With a 1% edge you can make a lot of money. You just find enough "3-touches" and make sure you make more than you lose on each trade. There you go holy grail of long term success. Unfortunately the market surpass your stoploss and then bounce back inside the trendline, in hindsight it looks great in reality it was a loss. In hindsight it looks like that trendline was there from the start, in reality when the market got there at that time the trendline was slightly higher than now because you did not know that it was going to first dip before honouring the trendline you are going to use months from now in the future.

Unfortunately our eyes are trained to see in history only the times that a trendline did work and not the times it failed.

I think seekinglight has shown a chart earlier in this thread with trendlines on it...if you look at the top line coming down then I can't help but wonder why he discarded all the spikes over the line on (I think) the second touch of that trendline...was it perhaps that if he drew the trendline including those points then the dropoff occuring most recently (from about 0.6790) would not have fallen on the trendline? I like to call these lines pschycotic trendlines drawn by a madman...No offence seekinglight. Would you have known that the trendline should have been where you drew it if the market did not bounce there? I think this trendline is a perfect example of hindsight.

I am now going to do something I have not done in any post before...I am going to submit this post and then go and look for the post number with the chart and come and edit this post again. You will notice I have not edited any of my previous posts but this one will be altered just to include the number of the post with the chart...my apologies for the edit!

SeekingLight Answer:

Thats why only experienced people who've practiced a LOT with TLs will trade touches. Raczekfx for one can do this profitably and has done so for more than a year to the best of my knowledge. Examples of his trades are found in the James16 thread.

I personally never dare trade touches alone(and that infamous "spike through" you refer to is fairly common imho, too), but a touch + proper price action setup = profit in better than 50% of the cases. 

I think your distrust of all the technicals comes mostly from not having been "socialized" or introduced to them properly, which is no fault of yours.

I personally have held the same scepticism and still do, hence the need for me to see a setup first. But I use them every day, draw them dozens of times and observe their behavior. (there's that trying to find the hidden workings hobby again *smile*)


They're not meaningless, but they're also not "good enough" to make up a sole source of trading for me. Tom DeMark probably would beg to differ, but that's his call [image: image5]

Guidelines they are, wrappers.

As for the EURGBP channel, yep, that's retrofitted, but I have posted EURCAD channels with trade setups at the boundaries as they occured as well as other charts before all over the place. 

Oh that reminds me, I have USDCHF examples, too, that I updated before and after the fact, I can try and find those? And GBPCHF, too, I think..posted all of those in my journal and some in the pair threads but that's all on the private side of the forum.

As I pointed out, the spikes and moves above aren't the trade. The trade setups are the bars. IB = inside bar => you straddle both sides for a breakout. If you get one at s/r like the channel top, you've got a good chance for a descent. Also the weekly bar was a doji which signals potential exhaustion as price could not close higher than at the week's open.

Same goes for pins, DBHLC etc pp. It's just a question of HOW you use these things.

The post / chart in this thread that's meant is here
http://forexfactory.com/showpost.php...&postcount=122

Also: I didn't "discard the spikes. Price "hops" trendlines, resistance becomes support, usually price is overextended when this happens (it just happened on GBPUSD, too) and price falls back inside. As you can see if you look closely the bar highs while price closes below it and the bar lows while above line up exactly. This is what I look for in my TLs. 
S/R flipping once passed (support becomes resistance and vice versa) is a basic concept for my TA approach that works over and over and over...

And if one asks: how do I know when it will hold or break? By looking at what price says at that juncture. Pin bar? Likely reversal. Inside bar? Undecided, either side could go. DBHLC? Bearish. And so forth.

Times:

Seekinglight,

I was thinking that for you to be where you are in your trading took you probably just as long as it took me in my trading, you using technicals truely becoming a master of the "dark" art hehe. The point is that it took you just as long to get where you are using TA as it would take someone using funnymentals. So, it is still a time consuming exercise with a lot of work on the practitioners side, and it would take you very long to convince me that you do not have a "gut-feel" when drawing your lines and then taking the live trade on a specific currency. You pass-up on certain trades, right? It just didn't feel right to take it? That's also gut-feel trading in my opinion.

I am sure there are profitable TA traders but they are rare because few have the perseverence to stick to something they initially thought would be a breeze. I think that's the real crux of the matter TA or Fundamentals both work dependant on the practitioner and the baggage he/she brings to the market. Of course also dependant on the way we are brought up as kids but that's a topic for another post...

I really do not wish to get into a debate on what works and what doesn't as both sides obviously have success stories. I am just getting rid of some of my own baggage :-)

By the way, initially I tried to answer all the PM's I could, but it is taking a real long time. The people I did answer will hopefully agree that I have given long and clear answers to their q's and I really tried to do it as properly as possible taking their personal circumstances into account. I believe in reaping what you sow so I am really trying to answer people but time is a constraint and I believe in giving something my full attention or leaving it be until I can give a person the attention they deserve. So please do not feel bad should I not answer PM.. 

However, many of the emails I have seen are from married people some with children...My advice would be to think twice and maybe a third time before putting your family through something like trading FX. Traders who have come out on the other side (maybe like Seekinglight, Jacko?) will know about the frustrations you will have to face on your journey. Certain people are born to be traders and we read about them in books and forums, others (the majority) will have to change the way they think and perceive life. Not many people will "survive" such a journey. Even once you have "made" it, it doesn't stop, you will have to be ever vigilant in your discipline towards the market as it can be very unforgiving if neglected...

The most important thing I can maybe add is that what works for one person may or will not work for another. WE all have different personalities and behave differently under different stresses. So nobody can really teach you how to trade, that is something you will have to find on your own. Like religion, you have to find it yourself, nobody can force you to believe in something your senses cannot experience. I think seekinglight's previous post makes it clear that different things work for different people. 

I hope this helped you on your journey...

Resources:
Maybe these will be a good start then google things you are interested in...

http://www.forexrealm.com/fundamenta...-analysis.html

http://www.investopedia.com/articles.../05/041305.asp

Hope this helps


I think that most people do not get born/brought up with the correct mindset to be good parents. I think one of the biggest obstacles for me was to accept a loss. To realise that a loss is not a personal reflection on my ability in the market or my intellegence. This ties in directly to taking profits too soon.

By the time we are 2 years old we have heard thousands of commands starting with "NO, don't do that" followed probably by a slap...What does this teach us? It teaches us that we will get hurt if we do something wrong. What happens if you make a loss? You did something wrong! You internalize the loss into a hurtfull feeling that is already in your subconscious since birth. You do not like losses because it is wrong and you associate them with pain almost since birth you have been indoctrinated into believing that you should not make mistakes. To be a successful trader you have to accept your mistakes and not punish yourself over them. It is OK to be wrong! This is something very difficult to accept.

We are also asked from a very young age..."Do you think money grows on trees?" So we are taught that money is a scarce thing and should be held closely to your chest to protect it. This subconscious behaviour cause many traders to cut profits short. You'r up a few pips and you take the profit...I mean since birth you were taught not to waste money and to take whatever money you can get. Now all of a sudden you have to be able to allow money made to "get lost" again in order to make more. Again we have been indoctrinated against this positive trading personality since birth so its not at all easy to get rid of this negative behaviour we have lived it all our lives...

So you are already grown-up you cannot unlearn all these things you can alter them and it does take a lot of practice to unlearn something that is embedded in the subconscious mind.

Having a little girl and knowing what I struggled with in the market I decided to try and bring her up differently. So I (and my wife) outlawed the word NO and replaced it with an alternative. For instance the little one would pull the cats tail and instead of saying: "NO, dont pull the cats tail" we say: "Come pull my arm, leave the cat's tail". The result of this is both positive and invokes a question by the child: "Why must I not pull the cat's tail?" So more communication and she then realise that something is not necessarily wrong and punishable - there is a reason behind commands. The reason might be that the cat can hurt her...If you just say NO and slap them there is tears and no communication and they run to their room. They don't start to understand and learn to think with reasoning if you enforce negatively. There is one huge jump in mental ability needed for a child to first think (intellegintly as opposed to instinctively) about the consequences of an action before taking the action. Thats why we slap them...next time they will remember the slap and not pull the cats tail but this is instinctive and not intellegant action. If a dog with a tail walks in they will remember the slap about the cat but this is a dog so maybe it's OK to pull the dogs tail? The other child who were properly communicated to will also see the dog and the tail but this child will THINK if I pull this tail it might also hurt me like the cat so I should maybe not pull this tail...A trader should be the same most newbies just get slapped left right and center...they never really understand what they are doing wrong. Thats why TA is so difficult - sometimes you get slapped sometimes not but the slapping is not consistent so that we can learn a pattern of what to avoid. 

The second thing we have installed is a "money is valueless" idea. We have small change lying around everywhere and it is treated by our little one as toys...If we go to the shop she quickly runs to collect some money for an icecream. She doesn't know how much is needed but she does know that she needs something to pay for the icecream. Initially she hoarded all the small change we have and hide it from us...now that she understands that it is always available she have no more protectionist actions towards it. It is just a means to an end. Traders need to also let go of this feeling of protectionism when making a few pips before they will be able to take the big ones. It is not just longer term traders that struggle with this - even scalpers tend to take 1 pip and leave another 10 pips on the table. The next step we are taking is to learn our little one that she must actually work for money but we are going to try and do it in such a way so that she can realise that although work is needed to make money it is not a punishment to work and that she should always try to get paid for the things that she likes to do and not get paid for things she hates to do. I think that is a serious problem many people have - we do a job we hate and get paid for it but it is not enjoyable to do work like that. If we are taught from birth that we should get paid for something we like to do then hopefully one day when we are grown-up we will get a job or study/work/take steps towards getting a job that we really like and not just because "it pays the bills"

Hope this helped.

Mantra:
One thing I specifically remember is having a mantra I repeated to myself before each meal each day...

I am a professional trader. My job is to take risk. I am able to honour my stoplosses because I am a professional trader. It is my job to trade consistently. If I manage my losses I will be profitable because I am a professional trader. I pride myself in my ability to let my profits run until the market tells me to cut. I feel good about being able to not let my emotions rule my actions. I am a professional trader and will make $1,000,000 by year end. I will achieve this by following my stops and profits to conclusion and not allow my emotions to overrule my actions. I am a professional trader and therefore flexible in thinking and will not allow my current position in the market to overshadow new information being accumulated. I am allowed to make mistakes as it is part of being a professional trader, I forgive myself easily for making mistakes and move on to the next opportunity. Letting losses run is not in my own best interest. Cutting profits short is not in my own best interest. What I have read here is the truth and I believe in my own ability as professional trader to always act in my own best interest.

After repeating this it comes true. I have basically reprogrammed my subconscious to start believing things different from what I was instinctively taught since birth.

Someone asked me for an example of how I would make a trade...I have in an earlier post highlighted thinking around EURGBP, OIL, ZAR and ALLSHARE index in South Africa. These trades still hold and are still open, I have reduced exposure in ZAR increased in EURGBP and closed in OIL -Holding slightly less still in ALLSHARE.

Currency Specifics: As I explained I went short 6758 on eurgbp then closed some around 6780 (for a loss) entered them short again at 6789-91 and then added more on 6748 and some more on 6738 I am thinking of adding another here at 6718 and then if I hit 6700 I will close half of everything put my stop at 6758 and start adding to the position again at 6685 and 6675 and take them back at 6630'ish. depending off course on what I feel like when these levels are hit. Note - I added at 6738 not on the first time it went through but on the pullback last week thursday/friday.

The positioning was : enter 5 at 6758 close 3 for loss at 82 add 3 again at 89 and 90 then add another 3 at 48 another 3 at 38 and I will probably add 4 at 6718. I will close 8 at the figure and then I will have a proper trend starting without risk of losing much anymore. These contracts is just standard lots I think the position is now at about $240 a pip...Not mind blowing I know, but remember I am doing this as a sideline.

So the basic idea is to be fairly active in the beginning until your view starts to work out. When it has then put yourself in a profitable situation -take the pressure off- and see how far the trend can continue adding along the way and taking them back at certain points but always biased towards your view.

Some of these trades take a long time to develop and some just dies -thats when you need to know your view is wrong and close/change gear. I would rather be proven wrong on my view than on my trading.

Also just a quick note on brokers. If we had a particular strong view on the market and we decided to pool our limits and start a serious campaign which might last for months and will involve huge positions we always had the courtesy to phone the brokers and ask them for prices over the phone so they can see us coming and organise their dealing desks in such a manner to accommodate their positions with ours. In turn they protected us on stops and profits and we got better execution...It is always a two way street and I think thats why internet brokers become villians in the eyes of some traders. It is just not possible for these internet brokers to quickly get rid of positions coming en-force over the internet and I think that is the reason why they put some traders on manual execution as they are trying to limit their own losses.

Starting Capital:

I actually did not get the short at 6718 but got it at 6714 and now closed just over half the posi at 6698 - some good pips made there stops at 6758 and 6738 so for a long term position I should now be OK will add to it again should i reach down to 80'sh and 70'sh...Oil was closed at $80 (as anticipated) and I am looking to go long again on the way to $100 as my view of an uptrend in oil is not changed. 

Obviously I wont have time to consistently update my positions here but I am sure you get the idea of how I add and remove lots. Ultimately staying with my long term view. In that other methodology - called Technical Analysis- you would probably regard this EURGBP trade as selling along the touches of the top trendline in the longterm triangle that is now trying to break to the downside...specially mentioned for seekinglights' benefit hehehe. Now if you are a religious follower of TA (and also a moon worshipper) you will be waiting for the re-test of this support to see if it turns to resistance and go short on it...

I guess everybody who has read this thread have now hopefully realised that this is not a get rich quick business its just a job in which some are better than others.

One little bit of advice I can probably also give is regarding starting capital. Many people want to start with 50k and some even with 500k and a many lot with 5k or less. Those with little capital can start, no problem, those with a lot of capital - I suggest starting with only %10 or maybe even 5% of your intended capital in a mini live account- forget about demo. Just to get a feel for how you react when your money is on the line and a feel for how the broker treats you. If you can't handle this small account in terms of emotions then I suggest sorting out your emotions before putting major money on the line. If you come into the market with emotions you will lose all your money...I CAN GUARANTEE YOU THIS. I have seen and advised this before and some of the best outcomes I have seen is traders starting off with $5,000 and then after 6 months they pop in another $40,000 and after 6 more months another $50,000. They started testing their emotions on a small amount and slowly built their confidence. Then of course there was this cowboy who thought I was trying to keep him back and he popped in something like $115,000 and started trading. Needless to say his cows didn't calf and at about $90,000 he withdrew $85,000 and listened to his inner voice.

I remember a mate of mine resigned from our bank and opened his own account with a broker - at that time they had these monthly king of the forex competitions and you are automatically entered if your capital is above a certain level. Now this guy was very jittery and couldn't accept losing, he always started shaking and talking fast and eratically over the phone as soon as he entered the market. I could tell whether he was in a position just by listening to his voice - it was fairly simple - when he didn't have a position he sounded like he was lying next to a swimming pool falling asleep and when he did have a position it sounded like he was humping the phone...I later mentioned this to him and suggested he take smaller positions until he can manage his edgyness...His answer was astonishing: "I tried that but I don't get the same buzz, I need large positions to keep me on my toes" he said. He once won the third place for this competition and about six months later quit completely as it was too much work for him. He did make some money but due to his personality he couldn't keep up with it, it was killing him. Now the russian guy I mentioned before was just the opposite...when he wasn't in a position or his position wasn't big enough he was walking fast, talking fast jumping up shouting at the smallest market movement but as soon as he entered positions he became calm and collected completely restfull.

Now if you think about yourself and your trading and the next five years of your trading life, if you get jittery on every trade you make you will burn out quickly. Remember this trade is just the first one of the next thousand you will have to make so if your heart starts pumping on this one you will never get to number 1000.

That's why I suggest starting on a small account just to see how you emotionally react by trade number 20 of a losing streak. Don't think its impossible it will happen sooner or later. Rather it happen on a $5000 account than a $50,000 account. The market will be there forever, your capital won't be if you don't know your emotions in adverse circumstances.

This is especially written for all the PM's I received with people having $50K and some even $500K to "play" the markets as some of them put it. I can't help you all at the moment and probably won't be able to help any but please start small and build confidence before plunging in with too much capital. People have and people will commit suicide over something as stupid as forex trading so don't let it be you!

I really hope you take this post and make it your own.

Releasing your self:
I am touching on this because it happens in a dealing room as well. One time I just couldn't get along with a fellow trader on the direction of a specific trade, he was opposing my view and AFTER I have entered the market to prove his point he took the opposite position to mine and said: "Now we'll see who is right" My nature not being confrontational I promptly closed my position and moved on to other instruments. Forgetting about this specific instance. About a month later he came back to me and said: "See I told you so" his position was making money and mine if I had kept it was losing. I told him that I actually closed my position that same day and moved on. He was furious as he was nurturing his position to prove a point and expending tremendous amounts of energy on this one trade. He did make money on it but could have done much better had he not tried to make a point. So sometimes humility and tolerance can go a very long way...Subsequently we became good friends and both of us learnt a lesson from this experience. He learnt that sometimes he is fighting more against himself than against others and I learnt that it is a good habit not to become personally involved within the market...Don't take a personal issue to the market it will bite you - rather step back and get a new perspective.

Hope this helped

Predicting:

No I am not saying this I think I have mentioned before that nobody have a crystal ball. However, you can trade in the direction of the information you have available and often new information coming out supports your current data and when more and more data is not supporting it anymore you must re-evaluate your view. 

I hope this clarifies, I'm not sure where the question originates from or how I created the impression that prediction is possible...

Philosophy:

Philosophy is the discipline concerned with questions of how one should live. If we apply this to trading then it makes sense to answer certain questions.

There is a saying that the strongest force in the universe is the force exerted by a man who knows where he is going.

Many of us decide to trade not knowing where we want to be we only have a vague idea that "I will have lots of free time...whohooo" What will we do with this free time? Use money during this free time? Then we have to make more again...Vicious circle that one...We do a 9-5 work so we can drive a nice car and live in a nice house...after a while we upgrade and not long we HAVE TO WORK so we can afford the nice car and house. So do we work because we enjoy it or do we work because we have to pay bills? If your motivation to become a trader is to have "lotsa free time" then maybe you should think twice. If you are a trader you wont want to move away from the market it becomes the air you breathe and the reason for your existance. 

What is your motivation for trading? The money you are going to "easily" make. I don't think so, you know by now the failure rate of aspiring traders so do you really think you are going to be the one in a million? What are you doing to be the number 1? Dreaming of all your free time? The car you are going to buy?

Maybe you can just sit for a moment and close your eyes and imagine in your minds eye that you are ALREADY a successful trader. Where do you live? What do you drive? Do you have a wife? How do you treat your child? How do you feel knowing that the world is your oyster? Can you visualise exactly where you will be when you are successful one day? Not many people can. Tell me, the car you just dreamt up...what colour is it? Automatic? manual? If you don't make it real in your mind it won't become real...

My motivation was to see if I can do it. If I can overcome my emotions. I already had some money so that wasn't a motivation and I have had all the free time I needed when I was younger and at varsity so no motivation there. I knew I had issues surrounding emotional control and it really urked me that something was bigger than me and I couldn't control myself when confronted by it. So it was a really tough uphill battle for me and my motivation was to be a better person on the other side. I'll be honest to mention that it really nearly killed me but as soon as I realised the emotions I was going through was as a result of the environment I was brought up in I could start to fight it. I visited a sport psychologist and what I went through was very similar to what great sportsmen go through when they hit a period of losing matches. I thought I had a fear of failure but when I went in deep I had to admit that I was self-sabotaging myself as well into doing silly things. I always had this thing with being right. So if I'm up a pip I take the money and run because I now proved that my "system" is right so I am right. The fact that a single loss wiped a months worth of work meant nothing just as long as I could say "95% of my trades are profitable", I felt great! Once this was pointed out as a fear of failure combined with a fear of success it was as if the clouds lifted and I could accept that change was necessary. It was a great learning experience for me and I think I went through something not many people have the privilege to experience.

I hope this is helpful

Focus:
your point 7 hits the nail on the head. who cares about the news the position is already on...news will confirm it or give the opportunity to evaluate the impact. these guys are in for the long haul. you can't turn a position of size on just any news item. if something unexpected happens like boe increasing rates when no-one expects then yes the big guns will also react and thats why we then see the market rip in a direction. it does happen that news comes out indicating that the market "should" go in a certain direction but if the power houses don't believe in it then the market is going to get added to and move the opposite direction. you learn that by spending some "screen-time"

i have thought to try and convince people to trade with the trend and believe in the trend. it is easier on the longer timeframes as the trend is stronger there, especially on the usd crosses, but it is difficult. So I thought of this way to explain it: how many markets turn on a double top? go and have a look! many many many some even turn on a triple top some on a crown? some on head and shoulders! and the list go on...still people try and pick the top on the first reaction! after you see a double top go and look to the left of it and see how many times did the market have to pass a previous top to get to this turning point? does it then not make sense to buy pullbacks? and NO nobody can tell you when the pullback is over so you can start buying again. you get paid by your profits for getting this right. the easiest for me was to get in with a bit and if it goes against me i cut a bit if it goes for me i add a bit. it's not easy but it can be done if you get a feel for your market. i find that some people try to watch too many currencies at a time and therefore "automate" things - automate your mind and you won't look back.

i have thought of many analogies to explain the focus we need to keep on our currencies we have decided to trade and the best I can think of is the way lions hunt. think about it- a lioness stalks her prey and out of a herd of maybe 100 impala it will keep its eyes on the 1 single impala it wants to catch, even if another impala runs through its vision it will never move its eyes to this "closer" impala. the lioness knows, if she moves her eyes from her target she will not be able to re-focus on it in all the confusion of a running herd. The lioness will either get the prey or nothing at all she does not jump around because she knows -if she wants to eat she must stay focused!

So focus on those you have an interest in and focus on your setups be that technical or reactions to fundamentals or more importantly - your money management plan.

Please excuse typos and syntax

Hope this helped

Secrets:
Basically we would have meetings on Mondays and express our thoughts so everyone knew what the others were thinking. We also received info on expected client flows and big deals we would do in that week that could affect the banks currency position so we were asked to take this into consideration when opening large positions. 

Making decisions was up to you but it was considered stupid to go against the view of the larger desk - the bank is not making any money if they are $100bar long and you are short $10bar so you try and align your view with that of the larger bank or stay sidelined if you differ. As you make name less traders will oppose your view. Sometimes you trade and keep your cards close to your chest even from the other guys in your team so you don't antagonise them by going against them. Also it doesn't always make sense to have 4 guys and all of them trade in the same direction...why not just have 1 guy with 4 times the limit? Thats where I learned that even between 4 guys trading the same direction you can still have 1 losing while the others win as it all boils down to when you pull the plug.

One guy had quite an elaborate mathematical system and when he left us it was also put to him that the system belongs to the bank so he left it with them. Needless to say about 3 months later the system stopped working (the suspicion exist that he boobytrapped it, but nothing could be proved) and nobody in the bank tried to fix it as it was too complicated if you were not involved from the start.

I think the only real secrets that are kept by a bank is its knowledge of transactions it would have to execute sometime in the future. We definately did not have a magic black box telling us what to trade. Individual traders however did develop their own software like the EA's used by metatrader but this was never bank property as the bank would not know how to use it should the trader not support it. There was once a guy who developed something good on the interest rate desk and he offered it for purchase to the bank. The bank declined (even after his yearly P&L proved it to be consistent) so he took it and left the bank and went to a competitor. The bank only later realised what they have done. The sophistication of certain managers is not always what it should be.

Pivots, Fibo’s & Trend lines:

Pivots are self-fullfilling prophecies. Look at when pivots are mentioned in this forum and it is followed by 100 questions about what time you use to calculate them. The mere fact that pivots can be calculated at different times should light a candle in your mind. Why I believe this -is very simple. If you take the bond market in a small country then chances are at least 90% of traders in that bond market will use the pivot and they will obviously calculate it at the same time (opening hour). If everyone in a small market is watching for the same level then obviously they will act in the same fashion when that level is reached. I have seen just as many pivots being honoured as being broken in the forex market. It falls in the same category as fibonacci retracements. If you think logically about it - the market WILL stop somewhere on a retracement the chances that it is between 62% and 38% is actually very good because if it was less then it won't even be recognised as a pullback if it was more it would be considered a failure. So where does that leave you? 38-62%! and people see it with eyeflaps on. They do not see all the failures or the small pullbacks they only see what they want to see and it becomes a law they want to follow. I don't know any successfull fibo traders...they start looking for "confluence" of other indicators at fib levels etc etc etc...Pure trendlines are more reliable simply because they are time-independant and MANY MANY MANY big players look at them - walk into any treasury in the world and you won't see fibs on their charts you will however see trendlines. So what will happen when price reach that line? Everybody will react - the reason for being at the trendline plays a role in whether it will hold or break and usually a fundamental announcement cause the line to become significant or not.

Hope this helped.

Expections:

I seldom have targets as it feels too much like cutting profits - BUT yes there are natural areas like previous highs/round numbers where you would like to decrease positions. The feeling at the moment is very negative on the GBP over here. Weird that...

I have been thinking a lot about the different ways to trade - I myself trade like a fisherman (which I am). Put bait on throw it in and see if something bites. If you lose your bait its a loss but as long as you have more bait you can continue fishing. Every now and again you catch something small just to keep the hunger away but every now and again you catch a real mother and you buy a boat or improve your gear by selling it so you can catch more big ones.

I have also thought a lot about these short term scalp traders and they remind me of insurance companies - they take a whole bunch of small premiums and now and again a big claim cause a drawdown on these premiums. They however know exactly what the premiums should be to accommodate worst case scenarios. If claims rise your premium is increased. If you can trade like this - taking small wins and being hit with a large loss less often you should survive. It is however not that easy as we rarely trade in enough volume to withstand say 2 large losses in a row - in other words you have to take say 100 2 pip wins to still make you feel OK in losing 2 50 pip trades. This will still make you survive but if it took you 2 months to make the 100 winners and 2 days to take the 2 losses its a real passion killer so you have to up your frequency of winners to get 100 winners in 10 days and a big loss every month or so. Then psychologically you will survive. The insurance company also have another card up their sleeves called re-insurance. They themselves pay insurance for the event that claims against them exceed a certain threshold - after which the re-insurance company becomes liable for the claims - so the insurance company has ensured its continued existance. WHAT ARE YOU, MY SHORT TERM TRADING FRIEND, DOING TO RE_INSURE YOUR LOSSES? The easiest is probably to decide a direction for the next week?? and take an option against what you are going to trade in the short term so should you be horribly wrong you get some back on the option...Just a thought

Hope you all well.

NFP-Phew:

Well well well EUR has moved up more than GBP, relatively. So I ask myself why previously have the GBP been the one moving up say 100 and EUR only 80 while today GBP is lagging EUR? Is this telling us something about a possible shift in leading market? I will, going forward, pay special attention to EUR and GBP fundamentals. The reaction was interesting and at last my first trade during this Bull campaign on GBP (2.0295) has gone into the money...took a while but nothing happens overnight. My guys were really sweating out this recent pullback, really doubting the strength of the trend. But experience helps and now at least for once they have experienced a full-on trade. Not closed yet (I know the hardest thing is to see a 3-400 pip loser get all the way back to breakeven and not closing it but we have to now have something on the line should the market continue up - it doesn't help just ending the "agony" we now need to get paid for our risk we took). WE were adding on the way back up and closing some on the way here but at least we have some left on to see if we can get pay from this new Bull attempt.

Hope you all well and enjoy your weekends!

