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KNOWING THE TRAITS
Succesful Traders




So You Want To Be A Successful Trader?

Well, before outlining what it takes to be-
come a successful trader, how about we first
define the term. For our purposes, the defini-
tion is quite simple:

A successful trader is one who profits from
trading in the Forex Market.

After all, sure the excitement and challenge
of playing the Forex Marketis an unbelievable
natural high; however, if you’re losing money,
you will not stay happy for long and definitely
cannot be considered a successful trader.

Now that we know what we are aiming to
achieve, let's get down to the nitty-gritty of
what’s involved in actually becoming a suc-
cess at trading Forex.

Nature or Nurture?

The good news is that almost anyone can
becomeasuccessfultrader.Thiswasempiri-
cally proven by Richard Dennis and his ‘Turtle’
experiment.

In short, in the early 70s, Dennis is rumored
to have borrowed $1,600 and turned that
into $200 million about a decade later. Den-
nis believed that anyone could be taught to
trade successfully and recruited 23 men and
women (who he called ‘Turtles’), not neces-
sarily with a trading or f'i nancial background,
and trained them to follow his Forex Market
trading methodology.

After training them for 2 weeks and then let-
ting them trade foramonth, he gave them his
own money toinvestwhich theyturnedintoa
$175 million profit over the course of 5 years.
A number of Dennis’ ‘Turtles’ have stayed in

the investment industry and forged outstand-
ing careers for themselves as traders.

Now we’re not suggesting that you follow
Dennis’ trading techniques as they may not suit

your trading profile, however the point is that
youdon’tneedtobea ‘borntrader’to be
apotentially verysuccessfultrader.

Imitation is the Most Sincere Form of
Flattery

When we want to become really good at
something, it's only natural to look at who are
the best exponents in that field and imitate
them. It doesn’t matter whether it's basket-
ball, soccer, we all ‘Want to be like LeBron or
Messi/Ronaldo’.

In the world of Forex trading there are also
‘champions’ who are worth emulating — trad-
ers who consistently make vast sums of mon-
ey. And with the copious amounts of freely
available material available, we can attain nu-
merous insights into what makes these trad-
ers serially successful.

What we find from analysing the great trad-
ers is that they each have a different way of
trading that suits their personality and world
view. However, they also have common traits
that are the bedrock of their achievements.
It is these traits that we will reveal for you in
the coming pages.

We have ascertained that almost anyone can
make money trading, butthere are rules to the
game that must be learnt, assimilated, adhered
toandmasteredifyouaretoconsistentlymake
money trading. Following are whatwe consid-
erto be the prime traits of successful traders:
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1. Know Yourself

Everysuccessfultraderhas anintimate knowl-
edge of their own character...and must trade
accordingly. There are literally millions of
ways to make money in the market; however,
what suits George Soros may not necessarily
work for BillLipschutz.

If you are not familiar with these names, you
should be. They are legends in the trading
world but didn’t make their billions in exact-
ly the same way. Ask either of these legends
about their character traits and what works
for them as traders and there is no doubt they
could tell you their strengths, weaknesses,
how they trade to their strengths and negate
their weaknesses and how they trade in ac-
cordance with their own unique personalities.

Know Your Personality and Trade
Accordingly

There is plenty of money to go around, but
you have to find the best method for you to
get your share of the pie — and how you do
this is dependent on your personality. Aggres-
sive traders may conceptualize the market as
awar, less aggressive traders as a game, yet
other traders as a romance — there are no set
rules and whatever works for you is valid.

Are you a restless trader always looking to
scalp a trade for a quick turn? Do you want
to take a slightly longer term view by taking a
position and watching it grow in expectation
of a larger return? Do you want to be glued to
your computer or smart device watching ev-
ery tick or do you want to trade Forex more
passively? What is your propensity for risk
taking — are you a real risk seeker or are you

more risk averse? Do you feel more comfort-

able playing the market from the short side or
long side? Are you going to trade using tech-
nical analysis, fundamental analysis ora com-
bination of the two? Are you a contrarian or
do you runwith the pack? These are justsome
of the questions you will need to answer to
become an ef fective trader.

Thebeauty of Forex Tradingisthatevery per-
sonality type can make money.By adjusting
position size, leverage and trading frequency,
both risk-seeking and risk-averse investors
can profit, but they will do so differently.

Trading will teach you more about yourself
than you already know. It is an evolutionary
process where you need to know what works
for you, as what works for you may not work
for others and vice versa. Thatiswhy it's fine
to have a trading hero, but you need to have
the courage and faith of your convictions to
be your own hero.
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2. Know The Market

You wouldn’t operate on another human be-
ing without having studied medicine and you
wouldn’t try to defend someone in a court of
law without legal training. Should you look
to enter one of the most competitive trad-
ing arenas in the world without a thorough
knowledge of what you intend trading and
how you intend trading it?

Knowledge is power and never has knowledge
been more freely disseminated and available
than today. The Internet has been the great
leveler in the distribution of knowledge. In
fact, there is probably too much information
out there, so you will have to spend time find-
ing what news sources you can consistently
rely on as nobody has the time to read or lis-
ten to all the news on of' fer.

Knowledge is Power!

Similarly, know the ins and outs of the mar-
ket. For example, do you know that the best

time traders tend to make more profitable
trades whenmarkets are less volatile? Howev-
er, the big money is usually made during the
big market moves — so much information and
so much of it seemingly contradictory.

And to add to all the drama, when trading
Forex, you will have to assess information in
real-time and make decisions instantly based
on your assessment of that information.
Forex trading is not for the faint of heart or
weak ofmind.

The Forex Market itself, due to its competi-
tive nature, free and equal release of informa-
tion and massive size is free from manipula-
tion. This guarantees an even playing field for
all participants. Consequently, you can trade
safe in the knowledge that, if you are good
enough, there is nothing stopping you from
making a mark for yourself in the market.

3. Know That You Don’t Have To Be Manic Depressive

Benjamin Graham wrote one of the seminal
books about stock market investing. And al-
though the stock market is not the Forex
Market, there are many similarities. In The
Intelligent Investor, Graham wrote about the
manic-depressive nature of the market.

Logic would dictate that if you want to be in
synch with the market, you too need to be
manic-depressive. Thankfully, nothing could
be further from the truth.

Humility, Bravado, Self-confidence,
Modesty, Courage

The Forex Market can make a fool out of the
best of us. Even the best traders make losing
trades. That's why it takes a mix of humility
and bravado, self-confidence, modesty and
courage tomakeitasaForextrader. Youhave
to be self-critical not only when losing money
but also when making money; constantly an-
alysing not only why things didn’t work but
why they did work. You need the confidence
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to be able to ‘pull the trigger’, but the humili-
ty to know that you are buta small piece inan
enormous puzzle.

Other great lessons to be gleaned from Gra-
ham’s book that are just as applicable to the
Forex Market include:

+ Transactions are strictly at your option: It
is best to trade when you have a high convic-
tion trade (see 7. Know Your Downside).

+ The marketisthere toserveyou, notto
guide you: You should not be a slave to the
market and don’t expect the market to hand
over its rewards easily.

* The market offer you a chance to buy low,
andsellhigh (andinthecaseof Forex, vice
versa): Not exactly 100% accurate as it per-
tains to Forex trading as you can always buy
high and sell higher (or vice versa), but the
general idea is to convey that you must be
aware of where you are in the trading cycle.

* The market is frequently efficient, but not
always: Many factors can cause market in-
efficiencies such as regulation and Central
Bank intervention. This is often a time when
huge gains can be made; however, as always,
timing is everything.

4. Know When to Cut Losses And Let Profits Run

This is one of the most important facets of a
great trader and one of the most dif ficult to
internalize and act upon as it runs so contrary
to human nature.

As discussed previously, anyone who has ever
traded Forex has had trading losses. It's how
you manage those losing trades that will tru-
ly determine whether you are going to be a
successful trader over the long-term, as limit-
ing losses and letting profits run is the key to
trading success.

‘Nobody ever went broke taking a
profit’ is a fallacy!

The Fallacy Explained

To illustrate this concept, suppose you set a trading
rule that you take profits every time you make 20%
on a trade but don’'t make a trading rule pertaining
to limiting losses. It is not too dif ficult to foresee
how one bad trade can destroy a string of profits.

Or to quote one of the all-time trading greats,
Stanley Druckenmiller, who traded under
the legendary George Soros, about what he
learnt from Soros:

‘I've learned many things from him, but per-
haps the most significantis that it’s not wheth-
eryou’re right or wrong that’s important, but
how much money you make when you’re right
and how much you lose when you’re wrong.
The few times that Soros has ever criticized
me was when | was really right on a market
and didn’t maximize the opportunity.

Soros has taught me that when you have tre-
mendous convictionon a trade, you have to go
for the jugular. It takes courage to be a pig. It
takes courage to ride a profit with huge lever-
age. As far as Soros is concerned, when you’re
right on something, you can’t own enough.”

¢




Trading Psychology 101
To analyze the psychology behind why cutting losses and letting profits run is so difficult, picture the following
scenario:

You are losing money in a trade and your account is being debited as it is marked to market. Once the position is
closed, the loss is crystallized and the funds removed from your account. It's not a nice feeling. Aslong as the trade
has not been closed, theoretically there is a chance to recoup losses. On the flip side, when you are making notional
profits, it's very tempting to want to ‘grab the money’ and crystallize the profit ASAP.

These two situations are contradictory to the cause of making consistent profits and the natural human
tendency to trade this way must be overcome to achieve trading success.

The logic behind trading this way is as follows: When trading, if your position is moving in your favour, it means that
your original trading premise is sound, and vice versa. Consequently, it follows that it is prudent to cut losses and

let profits run.

Successful traders use numerous techniques
for minimizing losses and maximizing profits,
such as:

+ Stop lossorders

+ Trailing stops

+ Averaging up

+ Only enter high conviction trades

These are proven techniques that any trader
can implement in conjunction when using a
professional trading platform.

5. Know How to Manage Your Money

Money managementis no less important than
your trading decision.

Trade position size is of vital importance. If
you have a few thousand dollars to invest
and invest it all on one trade with zero room
for error, the result will be self-fulfilling. And
even if by some f1luke the trade did work in
your favour, if you continue to invest so irre-
sponsibly, it is only a matter of time before

you incur a loss that will be too heavy to sus-
tain and will stop you from enjoying the enor-
mous potential profits that Forex trading can
bring to the patient and disciplined investor.

The fact is that with the leverage on of fer to
Forex traders, there is no need to ‘overtrade’
when it comes to position size. You are ca-
pable of achieving outstanding returns with
sound money management. ’
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Who Said Size is Not Important?

The saying, ‘Don’t put all your eggs in the
one basket’, is used to explain diversification
in the stock market. In the Forex Market, itis
of greater relevance in explaining that you
should not take on position size beyond what
you can manage.

Once again, you can do this by setting rules
for yourself with regard to position size and
pre-determining not to trade more than a

certain percentage of your funds on a given
position. The percentage is arbitrary and in
keeping with your f'inancial resources, trading
profile and personality.

Trading Forex (or anything for that matter)
should not be keeping you up at night, toss-
ing and turning. In fact, the great stock mar-
ket speculator, Bernard Baruch, wrote that
one should sell (or buy if you are short) to the
‘sleeping point’. Remember, the Forex Market
is there to serve you; not you the market.

6. Know To BeSelf-Critical

Great traders learn more from their losing
trades than they do from their wins. This in-
volves being self-critical and constantly ana-
lysing not only what you did correctly when
executing a profitable trade but perhaps
more importantly, why you lost money on a
losing trade.

Did you follow your trading plan? If you did, is
your trading plan still valid or does it need re-
assessment? (Remember, one loss is notarea-
son to change a previously successful trading
strategy but a string of losses means that you
are probably doing something wrong). Were
you disciplined enough during the trade?

Forex Trading is all About
Critical Assessment

These are just some of the questions you
need to constantly be asking yourself so that
you can become the best trader you are ca-
pable of being. Dishonest answers mean that
you are only deceiving yourself and the Forex
Market is a stern teacher. On the positive

side, when trading Forex, you instantly know
whether you are doing things correctly as
your scorecard (account balance) is updated
in real-time.

The great traders are at a stage where they
know what works for them and what doesn’t
and their trading is a natural extension of the
lessons they have learnt over time and inte-
grated to their trading. This is what you must
also aim to achieve. This doesn’t mean that
they don’t lose money from time to time, but
their record does speak for itself.
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7. Know Your Downside

Its easy to get carried away when trading
Forex. The market can be so exciting that it
can bedifficultto maintain your composure.
However, to be a successful trader, you must
at all times maintain your equilibrium.

One way to maintain your trading compass is
to know what your approximate downside is
before entering a trade. Using stop loss or-
ders is the key to managing your downside.
However, taking this to the next level, you
need to have a pretty good idea of what your
downside is relative to your upside — and
only make the trade if you think the odds are
stacked in your favour.

Downside, Upside, Probability

For example, most traders would risk 10%
downside to make 50% profit. However,
would they do so knowing that there is only
a 5% probability of achieving the 50% return?

This is the question you must be asking your-
self before entering a trade. Just like a sport-
ing competition is usually won before the ath-
letes enter the arena due to the research of
the opposition, the intense training and the
game plan to be implemented, so too when
trading Forex, the trade is often won or lost
before executing the order due to your re-
search, analysis and trading strategy.

High conviction trades, where your research
and other analytical rigidity have all point to
one particular outcome are one way of con-
sistently trading profitably while limiting your
downside. However, even then, never forget
to use stops.

Psychology or Trading?

So there you have it; seven of the traits that
have helped the best traders get to and stay
at the top in the ultra-competitive world of
Forex trading.

You may have noticed that of 4 these 7 traits
have to do with psychology, for although the
Forex marketis dominated by fear and greed,
the fact is that every emotion possible is en-
capsulated in the market. It is our task to ob-
jectively assess them and act accordingly to
profit.

We hope you have noticed that every
one of these traits begins with the word
‘Know’. This is no coincidence. One of the
definitions for this word is, ‘to have estab-
lished or fixed in the mind or memory’. And
this is what you must do to be a successful
trader — have an established set of rules and
trading strategies that work for you that have
become second nature. This will enable you
to trade profitably over the long term.

This requires incredible discipline, intelli-
gence, determination, nerves of steel, a trad-
ing plan, constant self-appraisal and even a
sixth sense. Keeping track of so many intan-
gible elements in real-time whilst trading
volatile markets is not easy; however, the re-

wards, both from a f'inancial and personal per-
spective are unbeatable.

This information does not constitute an offer or
solicitation and should not be relied on as such to
enter into a transaction or for any invest- ment
decision. This information is provided for information
purposes only. Any opinions expressed in this
document represent the views of NSBROKER at the
time of preparation. They are thus subject to change
with- out notice. NSBROKER believes that the
information contained herein is ac- curate as at the
date of publication. However, no warranty of accuracy
is given by NSBROKER and no liability in respect of
any errors or omissions, including any third party
liability, are accepted by NSBROKER or any director,
officer or employee.




