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A Day in the Life of a Trader

Who I am 
[bookmark: _GoBack]I am a trader and take great pride in that title and what it means to the industry I represent. It took years to earn that title through the sweat and tears of many trades, both good and bad. There is a great need and importance for balance in the life of a trader. The Greek word for balance is "Sophrosyne." It teaches that in all human endeavors, true success is attained when one learns to achieve the middle way. To me, this concept of balance is the "fear/greed syndrome." But the same should be applied in other ways: the balance between patience and the confidence to act, the balance between an orderly repetitive process and the necessity of innovation, and the balance between the loneliness of trading and the need for human interaction. If you were to look over my shoulder during the course of my day, you would see how I strive to achieve the middle way by balancing these often contradictory impulses. 

Having traded the S&P 500 Futures contract since its inception, my experiences have taught me that learning the ropes comes with some blisters. One would never practice medicine without attending medical school. Likewise, you should not attempt to trade in today’s market without a sound education on the market itself and the principles of trading. 

Don’t let this statement mislead you. An education in the markets is never complete and traders should be students of their profession. And as student should know, one of the greatest teachers is repetition. 

Preparation for the Day 
The mechanistic process of your daily routine helps keep you in touch with the continuing developments of the market. In developing a daily repertoire, keep the words of Ben Franklin fresh in mind: “Early to bed, early to rise, makes a man healthy, wealthy and wise.” When trading, I first wake at 3:30 AM (all times are Central Time) and review the actions of the Asian and European markets. You can view the affect within the range (high to low) of the S&P Futures, which trades overnight on the Globex system. The first thing to find is whether there has there been a development overnight that can provide an advantage before the New York crowd starts to play. This provides the time to focus on both the Asian and the European markets, especially the Nikkei in Tokyo and the FTSE in London. If these and other overseas markets are moving in the same direction, look for the S&P to follow; as it is a good indication of a trending market. 

The Nikkei has closed by 3:30 AM Central Time. If, for example, it traded higher on the day, then a selloff in the FTSE would not be good news for a trend trader. At this time in the early morning, the European markets carry a predominant position. Even if all the European and Asian markets are in alignment, you need to see a confirming move in the S&P. For this information I use what are known as Reference Bars, (30 minute bar chart time segments.) These encapsulate the mood of the markets. If the market shows no sign of breaking out of the identified range, or if the Asian and European markets are not in line (all moving in the same direction, whether up or down), one can make the determination that there is no discernible trend. If there is no trend, I catch another hour or two of sleep and get to the office by 7:00 AM to begin preparing my day. 

“Those who do not learn from history are doomed to repeat it.” 

Part of my daily preparation is the accumulation of key numbers. These can be gathered from the previous day’s trading, and then from the vast historical data of the S&P. Even though you are collecting data, try to do so away from the quote machine. There will be ample time for that later. Once the data is gathered, begin looking at the market at 9:00 AM. By this time, the chaos of the first half hour of trading has settled, and you can see if a trend is developing. While what is happening in the first half-hour is important, as a trend trader, I avoid getting caught up in early speculation. Extended time in front of the quote machine can hurt both your eyes and pocketbook. A great day can be ruined by an early unnecessary loss, so tend to have a conservative approach prior to committing capital.
The crucial question that a trader must answer in evaluating the market is not simply whether to be long or short, but whether to be in the market at all. The decision to be in the market must be made without doubt. In other words, the trend must be obvious both to make the grade and then to trade. Patience, in this sense, is a virtue. 

A trader’s patience needs to be balanced with a dose of confidence so as not become too timid in approaching a trade. You have to believe in your own ability to be successful in this profession. To again use the medical metaphor, what would you think of a surgeon who hesitated every time he lifted a scalpel? However, a great trader possesses the ability to check his confidence with self-discipline. This humility allows a trader to continue learning from the market. The market is, after all, a continually changing entity. To ignore that is to lose touch with what has happened in the market and what new developments are occurring along the way. 

Strategy 
At 9:00 A.M., look for an opportunity to trade. If there is no clear opportunity, step back from the market. At 9:15 AM, come to the desk and start the learning process anew, again looking for trend development. By 9:30 AM, the development should be making itself abundantly clear. As with the night market this can be perceived through the use of indicators. The major markets serve as a portion of the proprietary indicators I use: the S&P 500, the NASDAQ 100, and the Dow Jones Industrial Average futures contracts. If the NASDAQ and the Dow are divergent, they exert opposite directional pulls on the S&P. Trend traders should be wary of this scenario. However, if the NASDAQ and the Dow are in line, and the other proprietary indicators confirm the same direction, then the possibility of a trend becomes apparent. Again, we look for the break out move -- this time using Reference Bar #3 (RB3 constitutes the first half hour of the day market.) You can place a stop order to buy above the high of the bar, and a stop order to sell below the low of the range. This allows you to be positioned with both an entry and a predetermined risk. Now in position, wait for the sleeping giant that is the S&P trend to arise and sweep me along in its wake.

[image: SP302]S&P 30minute chart for July 10, 2001
July 10 is a perfect example of letting the trend guide you’re trading. Reference Bar #3 sets up in the top left with a high of 1210.50 and a low of 1206.00.  In this case the entry would have been below 1206 and the protective stop above 1210.50.  The market on this day closed at 1186.50 with a low of 1186, providing ample opportunity to ride the market to profits.

Below are charts for July 6, July 9, and July 10, 2001
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Stepping Away 
At 10:15 AM, I step away from the market. Whether profitable or not, the lessons learned will still be there. Try not to let the outcome of the actual trade affect the way you look at the market in later trades. Shake off my bias and return to the role of observer. Too often traders fixate on one direction, and this hampers their ability to gain a true perspective of the market. Market rallies in the morning are not necessarily an indication that it will rally in the afternoon. Divorce yourself from my morning market analysis, and approach the market after 12:00 noon with a fresh perspective. 

Focus 
At 12:15 PM, observe what has occurred in the past two hours, and take into account whether or not the market expanded its range, and if so, whether that expansion was up or down, or even both up and down. In simpler terms, are you looking at an up market, a down market, an inside market, or an outside market? Making this determination allows you to start running through possible scenarios. If the market has been down, look for the key support area, which may be the low of the day. Through the use of historical key numbers, you can identify a likely area of support below the low. To firmly establish in my mind that the market is in fact trending down, you need to see it break through the identified support level. However, you cannot focus on just the support level. One also needs to determine where the resistance is residing. Is there a number that gave the market trouble on its way down? It is a safe bet that if a number has acted as support while we were above it, it should provide some measure of resistance when we are below it. These numbers come in very handy when the time comes to make a decision on your target and stop placement. 

Execution 
At 12:30 PM, you should take a reading of the market, and that number becomes your pivot. If the market goes below the number, begin looking for reasons to be short. However, if the market is above the 12:30 PM number, then you should be looking for reasons to be long. With this bias set, focus on the support and resistance numbers that have been identified thus far. Keep your eyes on my indicators, and on the big three markets. These will confirm direction and allow for a safe entry. In addition, between 12:30 and 1:00 PM, I have found that the market has a tendency to rise; therefore, be very wary of any short positions during this time frame. After 1:00 PM that restriction is lifted. You can then approach this trade in the same manner as the earlier opportunities. This time Reference Bar #4 provides a 30-minute high/low range. Again, look to the big three and the proprietary indicators. Because I do not like to enter a trending position after 1:15 PM, in this scenario, time is short. If the market has not given me a clear indication of direction, step back at 1:15 PM. However, if you have already entered the market, but not yet achieved my price target, then you might keep the position for a little while longer. At 1:30 PM, if still in a trade, tighten up the stop order so that, if the market hiccups, you are stopped out. Proper stop placement gives your trades every opportunity to continue in the money making process. 

Recess and Reset 
Between 1:30 PM and 2:00 PM, take a break from the market again. I use this time to compare notes with my employees to compare notes with what they may have seen. While these observations are not any that will influence my analysis because they are after the fact, they do allow me to let down my guard, relax my shoulders and be prepared for the rough and tumble last hour or so of the market. I cannot emphasize enough the importance of this down time. A few years ago the average age of an S&P pit trader was 25. Take a moment to imagine what that means. Pit trading is a young man’s game primarily because a pit trader realizes that each contract he or she holds is worth over a quarter of a million dollars, the stress involved is immense. A similar kind of stress is shared by those of us who sit behind a computer, even if that stress is on a lesser scale. Stepping back from the market and engaging your mind in other endeavors, even for a short period of time, enables you to approach the next opportunity more relaxed physically than would otherwise have been the case. It is almost as if you have pressed the reset button. 

The Finish 
After this break, approach the market at 2:00. This is your last trading opportunity of the day. Therefore, be very critical of apparent moves. You don’t want to get caught up in the mentality of “trading just to trade.” By 2:15 there should be a trend taking focus. History helps greatly during this time. If you are above the 12:30 number from earlier, you are going to be biased to the long side, and if below, the bias will be short. At 2:45 tighten your stops on an existing position or back away from the market entirely. You may not feel the need to trade in the last half hour or face that risk. 

The Review 
By keeping your trading process balanced, you will greatly increase the longevity of your trading career. The key is staying patient while acting decisively when the opportunity is there. Keep your daily routine consistent and provide yourself the freedom to interact with others. On any given day, you can follow the details of my day as described. One, 
five, or even twenty years from now - it doesn’t make a difference- not much in my daily routine will have changed. There is one definitive concept though - I am now, and will remain, a student of the market - I am a trader, that’s what I do. 

Tom Busby is the founder, President and Chief Instructor of the Day Trading Institute in Mobile, Alabama. Tom has traded the S&P 500 every day (but six) since its inception in 1982, and is well known throughout the trading community. In 1996, he founded the Day Trading Institute to teach others his unique method of using the S&P 500 as the market leader for trading futures, options, equities and other securities. The Day Trading Institute teaches its students how to approach the market using technical analysis combined with risk management techniques. More information about Tom Busby and the educational and informational services of the Day Trading Institute may be obtained by calling toll-free 800.745.7444 or by email to info@dtitrader.com. Visit their web site at http://www.dtitrader.com.
[image: ]DTI   •   1555 University Boulevard South   •   Mobile, Alabama 36609
251-652-1555  •  Toll Free: 800-745-7444   •  Fax: 251-344-8587
RISK DISCLAIMER There is a very high degree of risk involved in trading. Past results are not indicative of future returns. DTI Partners, Inc. and all individuals affiliated with this site assume no responsibility for your trading and investment results. The indicators, strategies, columns, and all other features are for educational purposes only and should not be construed as investment advice. Information for futures trading observations are obtained from sources believed to be reliable, but we do not warrant its completeness or accuracy, or warrant any results from the use of the information. Your use of the trading observations is entirely at your own risk and it is your sole responsibility to evaluate the accuracy, completeness and usefulness of the information. You must assess the risk of any trade with your broker and make your own independent decisions regarding any securities mentioned herein. Affiliates of DTI Partners, Inc. may have a position or affect transactions in the securities described herein (or options thereon) and/or otherwise employ trading strategies that may be consistent or inconsistent with the provided strategies. In addition, all of our partners or affiliated companies are in no way associated with the proprietary information provided by the DTI Trading Method or software. Copyright 2011 DTI Partners, Inc. All rights reserved.

image4.emf

image1.png
iversifiedTradinglnstitute




image2.png
l
“lr'hl





image3.png
|

“|an||[

|| H'

th

HII




