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Sherri’s notebook had four columns, and I read several lines. Some symbols, such as
EWT and SNIC, were highlighted in yellow.

Symbol Comment SafeZone Stop

ABAX Looks OK but ADX turned down 15.23 15.69
ATYT Really tight—clear to 16.5 14.94 14.87
EWT RSI < 70, MACD-lines getting ready 11.09 11.32
SNIC Nice tight range 14.62 17.74

I jot down ideas every evening—the yellow markings mean the stock looks
wonderful and I put those into my eSignal alert system. When a stock is yel-
low, it usually hits my mark within a day. I have no problem finding stocks or
understanding technicals. My problem is deciding where to add to positions
and where to set stops. I am still refining that.

Every night I go over all my positions—this morning I have 13, on most
days I have about 8, but even that is too many. [ write a note on each position
every night and then the chart image stays in my mind, so I do not need to
look at charts intraday, but simply watch price levels.

I do my initial review in Stockcharts or TC2000, then track my list using
eSignal in real time. End-of-day Stockcharts are the easiest to read—I do
not want to pay extra for intraday real time, and 20-minute delayed quotes
are useless. I put the symbols of the stocks that I selected in Stockcharts into
eSignal, which lets me know when a symbol hits my price. It sends me an alert
by phone, an e-mail, or a pop-up window, which is what I prefer because I am
in the office most of the time.

Sherri writes herself notes in eSignal, attaching them to each ticker. All notes are dated
and she cleans out old notes once a week. When Sherri likes a stock a lot, she marks it with
a star, and when she does not like it, she writes Watch! next to it. “When the page is mostly
stars, the market is bullish. When it’s mostly ‘Watches), it is more bearish. Before I enter a
trade, I check that stock’s volume—if it is strong, I go. If it is 50% above the normal daily
level, it is a sure buy; otherwise I think the move has no staying power.”
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ACCOUNTABILITY

Sherri was the only trader I interviewed twice for this book. When the folks at Intershow first
asked me to speak in San Francisco, I took the opportunity to schedule an interview with
Sherri who lived just across the bay. When they invited me to return a year later, I called and
asked Sherri to schedule a monthly traders’ meeting to coincide with my visit. It felt only nat-
ural to schedule another interview and see what had changed during that year.

The one thing that absolutely did not change was Sherri’s sharp focus on performance
and results. She is determined to succeed in everything she does, and extremely serious about
her trading. One of the best reflections of her focus on results is the quality of her records.
Sherri can tell you with total precision when she traded any stock or future and why she
traded it, how it looked on entry, how it looked at the exit, the result of the trade, and the les-
sons she learned.

Keeping good notes introduces an essential learning loop into a trader’s performance.
Whenever you put on a trade, you have two goals. The first is to make money; the second is to
become a better trader. You may or may not reach your first goal in any given trade, but you
must always reach the second. You can learn from your winning trades as well as from your
losing ones. If you fail to reach that goal, the trade has been wasted.

Markets change, and good traders change with them. At the time of our first interview in
October 2003 the stock market had been rising in a pretty straight line for much of the year.
Sherri’s account was fully committed to stocks, often going on margin. The following year was
very hard for stock traders, as the market was essentially flat, with no sustainable trades, fak-
ing out both bulls and bears. When I saw Sherri in October, I learned that she did not stick
around to take the punishment the way most people did. She did independent research, dis-
covered that many futures were starting to rally from multi-year bases, and shifted her atten-
tion to those markets. She studied and traded them so seriously that by the time we met a year
later, she was sending her daily spreadsheet to several friends.

There was another notable change during the year between our meetings. I could see how
Sherri’s charts had become cleaner and less cluttered. Beginning and intermediate traders
almost always use too many tools—partly because they are just learning and partly because of
a common fantasy that more tools lead to better analysis. Accomplished traders tend to use
just a small number of analytic techniques, distilled by experience.

I'look forward to my next visit to San Francisco, another look at Sherri’s latest trades, and
another visit with her traders’ group. Perhaps next time I will get enough courage to go on a
horseback ride with her! —AE
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I used to want to trade as if that were my job. I wanted to be active, but
now I want trades to come to me. I still do not have as much patience as is
required. There are setups that are perfect, but you have to wait for them to
come together. You must observe every day but not trade every day. Such
deliberate trading makes more money. The more active you are, the more
things can go wrong.

I love candlestick charts because they really tell you a story. I use fewer
indicators and keep each on a separate tab so that my screen is not cluttered. I
prefer MACD to everything else and have it on my screen at all times, but
I occasionally check other indicators. I draw trendlines all the time—I am a
very visual person and see patterns better than most traders. Before making a
move, [ always draw the trendlines.

Every evening I do my commodities homework—I am constantly chang-
ing and refining my methods. I recently started sending a nightly e-mail to a
few friends—it helps keep me on my toes. I only review those markets that
offer possible trades for the next day, plus the U.S. dollar—I think it is central
to all futures. To review each and every market would be too distracting. I can
do my entire list in an hour, sometimes even half an hour, depending on my
schedule.

I prefer commodities but will trade a stock if T see what looks like a per-
fect setup. In recent months I have traded just a handful of stocks. My stock
account is now only 50% invested, while a year ago it would have been 100%
or even on margin. To trust this market again I would need to see a sustained
rally on high volume.

ON SHERRI’'S I took a picture of Sherri’s monitor, festooned with dozens of cards and notes. She waved me
MONITOR off—"I do not want people to see my account numbers and passwords!” but let me copy one of
the notes she has taped to her monitor. It listed questions Sherri asks herself before every trade:

Does a trade meet ALL of these criteria?

o Trade less

e Hold longer

o Be committed—deliberate

e Move fast in/out (don’t hesitate)

o Cut losses at the earliest possible moment —AE

After working for several hours, Sherri announced she was hungry and we drove to a
sushi restaurant on a quiet Sausalito street. I asked about a photo I had seen pinned to
a bulletin board in her trading room—a slender man with a strong angular face in an
open-cockpit airplane. It was of Sherri’s father:

He was a successful doctor but made much more investing and trading. He
started charting by hand when he was 50, I was 20 then. He was very academic,
always studying, reading, going to seminars, and he took me along. At semi-
nars he had this very humble persona. But he was brilliant, always exploring;
he developed systems, had software written for him.












