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COMMENTARY
By Leah Nathans Spiro

DAY TRADING IS A SUCKER'S GAME

ooone knows why Mark Barton,

the Aothanta day trader who

rﬂied'h"p_slgmﬁam lnsses, wenl
on & mirder spree, killing his wife,
tﬁ ﬂuldmn anﬂ'hunaelf anid nine

tamier. Buf the tragedy will mcal_g_]_'.gq:_e

efforts by regulators to erack down on

the day-trading industry. And it may

[ help some day traders grasp » what a1
I:ium pmpu:ﬂt:gurLLLLy_t.m ng s,

many day raders don'l realize
that they have about as much chance
of making money day trading as win-
ning on the horses, Some “TH% to
955" of day traders [ose money, says
Imdiama Seenmties Commissioner
Bradley Skalnicle,
Why 1= day trading such a cvap-

some dayv-trading firms require
their customers to trade fregquently.
Shiersch says thal he observed per-
sonnel at two day-trading forns physi-
cally take the Lerminals away from
enstemers who didn't do enough trad-
ing. In his experience, when cus-
tomers ran ot of money, they were
encouraged to borrow—not only from
the firm but from friends, family, and
their credit-card balances. When day
traders were cleaned out,
Lhey were unceremoniously
ejected, and new customers
quickly took their place, “I
vealized there is no way to
win. Just like there’s no
way to beat Caesars
Palace,” says Skiersch,

Of course, not all day-
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Welcome to MEB Trading

s]mm; ﬁkfber all, it’s based
on the principle that the
markets ave not 100%
‘Fient, =0 there is an oppor-

tunity to make small profits fram each
trade;
o tp by ae little as a sixteenth of a
point, and sell the stock for a modest
profit before the end of the day. By
repeating this transaction often
enough, these modest gaing will add
up to meaningful numbers, aceording
to the day-trading firms.

WIPE-OUT. The tub is, the profits fiom

iy tmding"mﬁsual!y wiped out by
‘the commissions needed fo make
those trades. Former Chicagn day
Lrader John Skiersch paid 2.5¢ to 850
per share, or $25 to $35 to buy 1,000
shiares, Ta By and sell 1,000 shares
“costs $50 T $70. On a good day,
‘Sliersch would gross : abuut—ﬁm on
Tl trades, But. commissions of $3,500
ﬂmﬂw g-russ—aan thm some =
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ay traders buy a stock, see it

trading firms are
alike, Some, such as
All-Tech Invest-
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ment Cronp and Momentom Securi-
ticg, offer training courses and offices
for trading, while others, such as MR
Trading, just offer day-trading soft-
ware and execnte customer trades.
Led by the states, new regulations
and move enforeement actions against
day traders are on the way. The
North American State Securities Ad-
ministrators (Massa) has called for
new rales, now before the Secnities
& Exchange Commmission, which
wiould close the regulatory loopholes
that have allowed dav-trading firms o
thrive. Sinee they don' recommend
specific stocks, these firms have heen
able o ignore the suitability require-
ment. One proposed rule would make
day-trading firms sereen their cus-
tomers sufficiently to make sure that

they are wealthy enough to absorb
substantial losses. That rule already
applies to all full-service brokers.
State regulators belicve that “suitabil-
ity rudes do apply because day trading
15 a strategy for o program of invest-
ing” which is just the same az vecom-
mending 4 specific stock, according to
ong state repulaton

Regulators are also expected to

crack down in the area of ¢ "lecepi,we

NO DATA: Some dojy-trading sites
don 't dizselose castomer success riles

ma ketmg Massachusetts, for exam-
‘Fe  Just t took action aga agamst one firm”

Gr saying on its Web site that 85% of
cu-amm{lﬁ wers qucr:u:-%sful and anath-
er firm for promoting a day-trading
‘course Lhal sud ite 'z;ﬁtem prov ides @
“-to-T-figure income per vear” An-
ather bone of contention is the prac-
tice al some day-trading fivms of en-
eolraging their clients to twade for
others, which repulators say is operat-
ing as an unregisterved investment ad-
viser “I anticipate, in the vear ahead,
many rmore actions by state and other
regulators coneerning the problems in
Lthe dav-trading industey,” =ays David
Shellenberger, chiet of licensing for
the Massachuzetts Seeurities Div,

S0 far, marketing, technology, and
the soaring stock market have out-
paeced regulators. And day traders
have allowed themselves to be dazeled
and deceived as well, But tougher
regulations and a growing realization
that day trading is a sucker's game
may finally dampen the cuphoria sur-
rounding it.

Spiro awniles abowt Will Street,
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