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My desire for this book is that it saves thousands of people from the anguish 
that is all too often experienced in trading, and that it helps the many good 

people who enter trading to find the success they desire. 
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The Subtle Trap of Trading 

Introduction 
 

Intention drives everything.   

If you intend to make something happen, it will.  If you don’t have an 

intention, then you’ll get whatever happens your way. And in the markets, 

the probabilities are that you’ll lose your money unless you set the specific 

intention to become successful. 

You’ve got a choice to make:   

Are you going to make yourself into a winner or let yourself become a loser?   

There’s a statistic in the markets that’s held true for many years.  90% of 

the people that come into the markets lose their money in the first six 

months.   

The primary reason:  the markets welcome everyone with open 

arms, everyone with any money, and you can start trading as soon 

as you can get your money into an account, whether you’re truly 

ready or not.   

The government has established agencies to regulate the institutions in the 

industry, but there’s nothing protecting people from their own ignorance or 

lack of self-control.  The markets are ruthless, literally.  The markets don’t 

play by rules and they’ll do as they will, with no master to answer to.  Any 

trader who shows up unprepared will have their money extracted sooner or 

later, and the markets just don’t care.   

There is no place where the phrase “A fool and his money are 

soon parted” is more applicable than in trading.   
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In trading, there are no pre-requisites like there are for driving a car, where 

you have to go through Driver’s Ed and then take a test.  On the road, 
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choose the one that feels right.  I don’t know of any “one-size-fits-all” 

trading program that is the right one for everybody on the planet. 

I am NOT going to recommend that you choose any particular markets, 

software programs, computers, trades, or anything else that is part of what I 

consider the “hard-side” of trading, the technical side.  I’ll help you figure 

out which is best for you. 

Trading is a personal matter.  You are who you are and you should play the 

game on whichever field you like, with whatever tools and equipment you 

want.  What you use should be based on what “fits” best for you.  Those are 

your choices, your decisions. 

Let me ask you a quick question.  If I knew what the price of gold, the 

British pound, crude oil and soybeans were going to be 30 days from now, 

would you care if I shared that with you in a 1,000 page novel or if it were 

written down on a matchbook cover?  No, of course not.  You’d probably 

prefer the matchbook.  It’s the information you want, not reading time. 

I’ve made this course concise and complete.  You want to be successful.  

You want to be able to treat trading like a business and keep your head on 

straight while you’re trading. You want valuable and useful information that 

you can get through in a short period of time.   

The primary purpose of this course is to help you dramatically shorten the 

time curve to getting you where you want to be as a trader and save you 

painful losses and money.  You’re going to be fitted with your own suit of 

armor, so that you and your money are well protected on the battlefield of 

the markets. 
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Time is money.  Let’s get started. 
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The Trap:  Why So Many Smart People Don’t Make Money Trading,… 

While researching, I discovered a very subtle, almost hidden phenomenon 

that occurs that gave further insight to why hundreds of thousands of 

otherwise successful people with above average intelligence just can't seem 

to cut it as a trader.  What I'm referring to is something that happens.  It's 

not a character trait, and that's why I'm revealing it separately here. 

I know several brokers who've been in the markets for years, and they all 

have dozens of stories of how they've had clients that were very astute 

individuals, and very successful outside of their trading.  The clients seem to 

have all the right characteristics, but for some strange reason, they would 

do things in their trading that they wouldn't dream of in their business life.  

The brokers keep scratching their heads and wondering why so many people 

seem to lose their minds. 

The reason why, the "Oh my gosh, what has happened to this person?"  has 

been so elusive and it is frustrating not only for the brokers, but for the 

traders as well.  The traders are the ones losing their money with the almost 

irrational behavior. 

The reason is what I call the Subtle Trap of Trading, and you'll find it in both 

the Futures, Stocks and Forex markets. 

As you read this, you may have the same thought that came to me, that it 

sounds like a conspiracy, although I don't really think it is.  But the "system" 

sure does seem to work in the favor of a few at the expense of many.  
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Everything involved is very upfront, but when you take a deeper look at how 

everything works together, you'll come to understand what no one else does 

and why so many people wind up frustrated, confused and losing money in 

the markets. 
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I call it a trap for good reason.  Most traders struggle and continue to lose 

money until their account is wiped out.  Sometimes it even has them so 

trapped that it goes beyond their account into non-risk capital. 

Here's how the whole thing starts. 

Way back when, you heard about investing in stocks, the long term type 

investing, not day trading.  You were cautioned to do research before 

investing your money and to learn the things that made for a good company 

to invest in.  Perhaps you even joined an investment club, but most likely 

you at least had a mentor or parent that gave you some good sound advice.  

You were also taught or figured it out on your own, that there's a lot to learn 

when investing in a company.  The industry, market position, current 

management, their track record and competitive advantage, how to read the 

company's financial statements and annual reports, etc., etc.  Lot's to learn.  

Be safe and choose wisely, you're in it for the long term.  Good advice. 

Perhaps you did some long term investing, perhaps you did what many do 

and let your investing consist exclusively of mutual funds and your 401k.  

Much safer, simpler and easier to do, no doubt.  Also well within the comfort 

zone for most. 

Somewhere along the way, you heard about the wonderful world of the 

commodities markets.  You hear how simple the whole concept is and the 

wonderful leverage that's involved.  The first impression is usually "Wow!" 

Now here's where the trap is set.  Pay attention, this is very subtle, but 

incredibly potent in its effect. 
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The commodities aren't companies that require research to understand.  

They're goods that you grew up with.  Gold, silver, wheat, soybeans, cattle, 

corn, sugar, natural gas, oil, etc.  Loads of familiarity here. Now you learn 
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how the futures contracts are made, about the ability to control contracts 

with only a marginal investment.  Again, simple enough to understand. 

So you decide to find a broker and open an account.  

First thing is to go through all the disclosure documents where you 

acknowledge the risk involved, that you're only trading with money that you 

can actually afford to lose, that it isn't borrowed, and that it's money that is 

truly risk capital, money that if lost, won't affect your livelihood or your 

ability to provide for your family.  The NFA is just looking out for you. 

Next, you send in your money to fund your account. 

All this sounds familiar, right? 

So here you are, money in hand with big dreams and high hopes.  You've 

probably had your expectations of the possibilities raised considerably 

because now you've talked to your broker who shares their particular 

strategy or specialty and they've also sent you some charts to look at and 

some recommendations on markets that they're watching.  

That's okay, that's their job and they're supposed to do that. 

Side note:  if you went straight to electronic trading, then you've had to 

educate yourself without broker assistance, and that often amplifies the 

effect of the trap.  Read on. 

You acknowledged the risk, you've digested as much information as you can 

in a short period of time and now you're ready to place your first trade. 
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First good opportunity comes along and now you actually get your feet wet.  

You're excited and you watch that trade, the markets, the news with great 

anticipation.  You're learning more and more as you go, including the fact 

that there's a whole lot more to this trading business than you first thought.   
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A lot more. 

But it’s too late.  You’re hooked 

Now, it doesn't really matter what happens on your very first trade.  You see 

the potential and you know the money's there for the taking.   

It doesn't take long and you get to experience some of the events that will 

inevitably occur to new traders: 

• you get stopped out, then watch the market run the direction you 

predicted.  But you're out. 

• you hesitate to enter a trade, and either miss out on the trade 

altogether or you just miss out on the profits. 

• you hang onto a trade too long and watch your profits disappear 

• you continue to hang onto a trade until it becomes a large loss 

• you sit on the sidelines and see other markets running, knowing the 

huge money that's being made 

During this time, you feel the torrent of emotions that come into play: 

anticipation, excitement, anxiety, greed (I remember my mouth actually 

watering the first time I saw my contracts doubling my "investment"!), fear, 

regret, anger, blame, elation, shame, so on and so on.  The list is long, and 

the emotions are powerful, and they just pull you further into the trap. 
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It doesn't take too long and you've had several trades lose money.  You're 

getting frustrated because things aren't working out like you'd come to 

expect.  The chart patterns are getting confusing and the indicators you've 

been using have let you down.  You're looking for other indicators, and the 

urge to deviate from your system or method is now getting very strong.  You 

want to find a system or strategy that will give you the edge and allow you 



The Subtle Trap of Trading 

to beat the markets.  You've got a competitive nature, and you know you're 

smart enough.  You want to win! 

At this point, unless you are a robot or have ice in your veins, the trap has 

been set and you have been caught. 

Okay, I've laid out the normal series of events that occur for new traders.  

Sound at all familiar? 

Did you see the trap?  Here it is. 

There are several things that are working in combination that make up the 

trap. I'll cover the components of the trap and show you how they work 

together to empty the accounts of hundreds of thousands of very astute and 

highly intelligent people every year. 

Here are the components of the subtle (mental) trap of trading. 

1. Familiarity with what’s being traded. 

2. The risk disclosures and the tremendous focus of awareness on risk. 

3. The implied simplicity of trading 

4. The implied notion that trading is investing. 

5. You are allowed to begin trading without any required training.  Very 

few traders are taught how to properly and thoroughly plan a trade 

prior to entering their first trade. 

Now let’s look at how these components turn very intelligent and successful 

people into traders that struggle, make un-wise decisions and lose inordinate 

amounts of money – willingly.  Here’s the trap. 
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1.  The Familiarity.   

We're not afraid of things we're familiar with.  By the time we reach 

adulthood, we're very familiar with money (Forex and the currencies) and 

the goods traded in the commodities markets.  These things aren't nearly as 

intimidating to our intellect as analyzing a financial statement of a company, 

or absorbing all the information that's involved in market position and 

competitive intelligence.  Wheat, crude oil, gold.  These kinds of things are 

intellect-friendly, and we're comfortable with them because we grew up with 

them. 

The familiarity creates a built-in over-confidence regarding our knowledge of 

them.  Since they are easily visualized in familiar images (corn, wheat, oil, 

gold), we feel familiar with them and have the notion that we already know 

a good bit about them.  In our minds, we’re thinking that we’ve already “got 

it”, and the caution to challenge our limited knowledge of trading isn’t there 

like it was the first time we thought about picking a company to buy stock 

in.  That was intimidating because it was unfamiliar, so we were cautious.  

That usually doesn’t happen here. 

This is false over-confidence.  Just because you’ve bought corn in the store, 

you know what corn is, how it taste, that it grows in fields and not trees, 

doesn’t mean that you know squat about how to trade it in large quantities 

like thousands of bushels in the markets.  The nature and the complexities 

involved in profitable trading go way beyond what virtually everyone has 

experienced in their lives before trading. 
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This false over-confidence, this fearlessness, results in a catastrophic action:  

starting off way too far up the learning curve.  This represents a huge 

obstacle to learning. 
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The world of trading is an entire industry in and of itself and includes a huge 

body of knowledge. Most bodies of knowledge have gradient to them, a 

progressive learning curve.  In math, for example, here’s the progression:  

counting, addition, subtraction, multiplication, division, fractions, decimals, 

algebra, trigonometry, calculus, etc.  If your starting point is fractions, and 

you never got taught the counting, addition, subtraction, multiplication and 

division, you’re going to have a very difficult time.  You will struggle. 

2.  The risk disclosures and the focus of awareness to risk.   

I've read it several places and found one thing to be true:  often, the most 

successful traders and investors have a low tolerance for risk.  Take Warren 

Buffett's rules for investing:  1. Never lose money.  2.  Never violate rule 

#1.  I may be paraphrasing, but those are his rules.   

The NFA makes it a requirement of all brokers to have all clients 

acknowledge the high risk involved in trading, and that's a good thing.  Can't 

let people trade and risk money without acknowledging the risks that do 

exist.  Can’t say you weren’t warned. 

But there is an interesting affect of that risk acknowledgement.  It 

subconsciously raises a person's risk tolerance.  By actually putting your 

name to paper that you’re accepting and acknowledging the risk, your 

tolerance for risk goes up.  Even if you're nervous when reading the 

disclosures, your fears of risk are suppressed through your putting your 

name on paper that you accept the high risk. 

Combined with the false over-confidence that comes from the familiarity, the 

conscious acceptance of the high level of risk has now both consciously and 

subconsciously prepped and primed the new trader to take large risks, to be 

“risky”. 
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3. The implied simplicity of trading.   

The basic premise of futures contracts, whether commodities or currencies, 

is very straightforward.  My 10 year old son is able to understand it.  Options 

are pretty easy to grasp as well. 

The act of opening an account, having a broker provide a recommendation 

based on their strategy and in a market that they monitor, then placing the 

first trade, is easier than buying your first piece of real estate or assembling 

a stock portfolio.  

For most people, the act of placing trades itself is so simple that it implies 

simplicity in the business of trading. 

Combined with all the gurus out there marketing the heck out of their home-

made systems and “Get rich quick” presentations, the whole process is made 

out to be simple, fast and easy. 

This subconsciously reinforces the notion that “I can just jump right in and 

start making money”, the false over-confidence.  This notion usually 

precludes any inclinations that more is needed to be learned to be 

successful. 

4.  The implied notion that trading is investing.  

Many people discover trading through the stock market or other traditional 

investing channels.  Others hear about trading termed as “high-yield 

investing”.  Regardless, trading is usually associated with the investing world 

more so than anything else, especially in the mind of the newcomer.  
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Trading can be called investing in the light that all investments involve 

putting money in with the anticipation of return and they all involve a certain 

amount of risk.   
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But just because a person is involved in activity that includes putting money 

in with the anticipation of a return and there’s risk involved, that doesn’t 

make it investing. 

Trading is often likened to gambling and for good reason.  There are loads of 

parallels.  Here are several, with the gambling jargon in parentheses. 

• There’s lot of action and things move fast 

• There are probabilities (odds) 

• There are numerous uncertainties like the weather, governments, the 

news, related markets, etc (the other players at the table, 52 cards in 

the deck, 11 possibilities on the dice, 32 numbers on the roulette 

wheel, etc.) 

• The emotions involved in high risk trades (high stakes games) require 

a high level of control 

• Clouded thinking from emotions (and/or alcohol) results in big losses 

• Everyone wants to beat the markets (or the house) 

• There’s big money involved 

• Most traders (and gamblers) lose most or all of their money and go 

home empty-handed 

• Wagers are being placed in every transaction 

You’re thinking that trading isn’t wagering?  Sure it is. 
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Have you ever seen the movie “Trading Places” with Dan Akroyd and Eddie 

Murphie?  Yeah, the one where they take Eddie off the street and have him 

run their commodity brokerage?  When the Duke brothers are explaining the 
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commodities markets, how they work and what the firm does, Eddie pipes 

up and says, “Oh you’re like bookies!”  He then is immediately able to give 

them good trading advice, because he understands betting, not because he 

instantly absorbed everything about the markets, he just understood he 

essence of trading:  betting! 

You thought you were getting into some high-yield investments.  You didn’t 

know that you were getting into a betting game. 

Every time you buy or sell a contract or option, you’ve placed a wager:  

you’re betting that the market will do this, and the person on the other end 

of the trade is betting that it will do otherwise.   

One of the biggest differences between Vegas and the markets is that in 

Vegas, if you make a bad bet (trade) you’re stuck with it.  In trading, you 

can “get out” of a bad bet by making a different one.  

The incredible aspect of trading is that there are so many traders playing the 

game, that no matter how ridiculous the wager, there is usually someone 

out there who will take the bet!   

Why do you think that your broker will caution you about the “thinly traded” 

markets?  Oh yeah, because if the market makes a big move, your stop may 

not get filled.  But what is getting an order filled?  Someone taking another 

bet.  You might not get your order filled because there are only a few other 

traders in that market that will take your “get out” bets. 

The seasoned veterans know to avoid the sucker bets to start with, while the 

naïve newbies are taking the risky wagers with hopes of a big payoff. 
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Trading is a battle of wits, you against the trader on the other end of every 

trade.  It is competitive and involves people.  It is more a game of emotional 

control and discipline than it is of placing trades.  Placing trades is the easy 
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part.  Keeping your head on straight and sticking to a proven system are the 

hard parts. 

Where the subtle mental and emotional trap the exists in trading gets people 

is that the whole activity is presented as a form of investing (which carries 

the images and connotations of long-term investing), while the truth of the 

matter is that it is really a game of betting in a room of a thousand other 

betters.  There’s a huge deflection of the realities of the nature of the 

activity. 

Extremely few people are naïve enough to think that they are going to go to 

Vegas and make a living gambling, unless you were VERY prepared.  Most 

know that they’ll go, lose their money and have a good time.  Too many 

people enter the markets though, thinking that they can just jump right in 

with virtually no preparation and make money.  Doesn’t work that way. 

Now that I’ve gone on about the parallels between gambling and trading, 

here are some truths:  In Las Vegas there are gamblers and there are 

professionals.  In trading there are traders and there are gamblers.   

Just for clarification and in fairness to the true professionals in the industry, 

let’s take a closer look at what differentiates gamblers from traders.   

From the dictionary, the definition of gamble is 

verb. gam·bled, gam·bling, gam·bles 

verb intransitive. 

1. 

a. To bet on an uncertain outcome, as of a contest. 

b. To play a game of chance for stakes. 

2. To take a risk in the hope of gaining an advantage or a benefit. 
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3. To engage in reckless or hazardous behavior: You are gambling with 

your health by continuing to smoke. 
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Verb transitive 

1. To put up as a stake in gambling; wager. 

2. To expose to hazard; risk: gambled their lives in a dangerous 

rescue mission. 

noun 

1. A bet, wager, or other gambling venture. 

2. An act or undertaking of uncertain outcome; a risk: I took a gamble 

that stock prices would rise 

We should also look at “calculated”  

cal·cu·lat·ed  

adjective. 

1. Determined by mathematical calculation. 

2. Undertaken after careful estimation of the likely outcome: took a 

calculated risk. 

3. Made or planned to accomplish a certain purpose; deliberate 

4. Likely; apt. 

And “risk” 

noun 

1. The possibility of suffering harm or loss; danger. 

2. A factor, thing, element, or course involving uncertain danger; a 

hazard: "the usual risks of the desert: rattlesnakes, the heat, and lack 

of water" Frank Clancy. 

3. 

a. The danger or probability of loss to an insurer. 

b. The amount that an insurance company stands to lose. 

4. 

a. The variability of returns from an investment. 

b. The chance of nonpayment of a debt. 
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5. One considered with respect to the possibility of loss: a poor risk. 
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True traders engage in the following: 

• have rules for their occupation,  

• have a system,  

• take calculated risks and manage that risk diligently,   

• manage their money,  

• play to their strengths,  

• have purpose and the intent of being ahead at the end of the month.   

Bottom line is true traders don’t gamble.  While they have to deal with the 

uncertainties of the markets just like everyone else, their outcomes are not 

uncertain.  There are multiple possibilities on any given trade, but the 

outcome of each of those possibilities is NOT uncertain for the professional.  

They know how each possible market move will turn out for them – because 

they have a system they use and a plan for every trade.  The pros know that 

they better go into each trade prepared, or the odds are against them. 

Gamblers in either arena will often do most or all of the following: 

• fail to practice and build skill,  

• fail to plan (or at least do so inadequately),  

• fail to manage money  

• fail to calculate and manage their risk 

• go outside their rules (if they have a complete set),  

• deviate from their system,  

• take impulsive risks,  

• fail to focus on the process of what they are doing.  They get caught 

up in the excitement and emotions. 

Generally speaking, gamblers are playing a game of chance and behaving 

recklessly, largely for the thrill.  Traders have specific intention integrated 

into all their actions and take calculated risks with the purpose of profit. 
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5.  No training requirement prior to trading.  

This aspect of trading is a great indicator of our free society, but at the same 

time, it leaves the people entering the arena open to ruin.   

In combination with the other factors above, this is the big sinker of ships. 

People enter the markets with a false over-confidence, their risk tolerance 

stretched, a “Get rich quick” attitude, and a false notion of what the essence 

of the activity is itself.   

They get busy placing trades with the sincere anticipation of actually making 

money at this, and then are caught in a storm of emotions that they’re not 

ready for. 

By the time things start to go wrong, they’ve become emotionally hooked, 

established habits and patterns, and since they’ve encountered the obstacle 

to learning of jumping ahead on the learning curve, now they’re stuck.  Their 

pride won’t let them back up, identify the real skills they need to build, learn 

the things they truly need to know, and treat their trading like a business. 

So they continue to trade at the point where they are, and try to operate at 

a level beyond their true competence and proficiency.  Problem is, they are 

NOT proficient.   

They’ve been converted from astute business people with a healthy sense of 

caution into risk-taking, gambling addicts in a very short period of time.  

That may sound harsh, but it’s why so many people lose so much money, 

willingly every year. 
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They didn’t start that way, but they got caught in the subtle trap of trading 

and got converted. 
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Once the victim is caught in the trap, the intellectual desire to understand 

and the emotions that work on the person usually keep them in the trap 

until they suffer the financial death and leave trading, whether temporarily 

or permanently. 

So why did I share all this with you? 

To raise your awareness to what really is at the root of your frustrations so 

that you can protect yourself, and direct your energies in the right 

directions. 

Here are some of the challenges that face traders who've been caught in the 

trap. 

1. You’ve jumped ahead on the learning curve, and your brain is going to 

continue to “short-circuit” until you either back up and master the 

basics, or until you intuitively “get it” through the painful losses. 

2. You're emotionally involved in your trading, and involved to a fairly 

high degree.  This will cloud your thinking and keep you from doing 

the right things. 

3. You've already been conditioned to: 

a. See trading as investing, which it is NOT.  It is betting. 

b. Accept an unhealthy level of risk in your pursuit of payoff. 

c. Think of what you’re betting on as something familiar.  Generally 

speaking, trading is trading regardless of what is being traded. It 

doesn’t really matter if you’re trading commodities, currencies or 

plants. 
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d. Live with the discomfort of trying to plan your trades 

insufficiently. 



The Subtle Trap of Trading 

e. Accept the losses as an ordinary part of things. 

4. You still have some learning to do, but you're used to operating in the 

mode you become accustomed to.  You've already established your 

pattern of behavior, such as entering trades without properly and 

thoroughly planning them out.   

5. You need to treat your trading as a business, taking into consideration 

the parallels to gambling. 

6. Your expectations (intellectually and emotionally) are set - you're 

hooked. 

What can you do about it though, if you're caught in the trap right now? 

Here are the seven steps to follow, to get out of the trap and avoid financial 

death, without having to chew off your arm. 
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(continued in the book)
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The Concise Course to Consistent Profits in Trading 
 

With Inside Out Trading 
 

Step 1.  Get the critical basics covered and establish a rock-solid 
trading business with “The Subtle Trap of Trading” 
 

 
Step 2.  Take the uncertainty out of your trading with the guide,  
 

 
 
Step 3.  Get the Fail-Safe Formula, so that you know how all the 
highly profitable traders keep their edge 
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Step 4.  Analyze your system to KNOW that it is reliable.  Gain 
confidence and solidify your discipline.  Track your metrics and make 
continuous improvements with the Trading Performance Analyzer 

 
Step 5.  Keep a handle on your emotions so that you aren’t just 
giving back any money you make (or losing money through 
avoidable, emotional mistakes) with the Trader’s Guide to Emotional 
Management 
 

 
 
 
You can get all of the above resources and give yourself a 
substantial advantage in your trading by going to  
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http://insideouttrading.com

http://insideouttrading.com/
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For further information, go to http://www.InsideOutTrading.com. 

http://www.insideouttrading.com/
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