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Day-trading survivors know it's no sure thing 

Stocks: Their numbers are smaller, but they still find rewards in the task 

by sTEPHEN lYNCH

The Orange County Register

__________

COSTA MESA
T

wo years ago, the stock market seemed like a winning bet on a fixed fight. At meetings of DayTradersUSA, an Orange County club of short-term investors, 400 people would crowd the aisles, hoping to retire on the winnings from another Amazon or Yahoo. 

      Saturday, about 40 people - the bruised but not beaten survivors of the stock market's spectacular tumble in the past year - gathered for the latest DayTradersUSA meeting. Though visions of riches still danced in their heads, expectations were far more grounded. 

      "You are trying to accumulate money - I cannot say that enough," said Ray Grant, one of the group's founders and the day's speaker. "You're not trying to make big trades. You're trying to make $100-$150 on a trade. The bigger stuff, that's just bonuses for being a good trader." 

      Last winter's dive, when a stock like Amazon, once trading for $118, dropped to less than $15, shook many investors' faith in the markets. Stories of day trading, once so intoxicating, turned tragic. And clubs like DayTradersUSA, founded in 1995 by a group of retirees and professional investors to organize educational seminars, suffered a drop in membership. Online trading seemed as much a fad as Beanie Babies, with as much chance for return. 

      Grant remembers one regular club attendee who preached that, "'all stocks will go back up. When you find a good stock, just hold on to it.' He had about 20 followers. None of them are still in the group." 

      But just as day trading was never a sure thing, so it isn't a sure loss, Grant said. The get-rich-quick element might have left the club, but that's fine by him. "Those were the people who thought that there was nothing to it -- that they didn't need to know all about trading," he said. 

      The members of DayTradersUSA still believe in the power to be their own brokers. But the lesson learned by last fall's crash, Grant said, is that the ability to be your own broker does not automatically make you a good broker. Those left in the club are not casual investors. They either trade full-time or in most of their free time, studying the markets with a dedication that borders on obsession. 

      Saturday's meeting, held in a chemistry classroom at Orange Coast College, featured a lesson in the mathematical patterns for selling short. Grant, with a white beard and an overhead projector, looked every inch the college calculus professor. The audience of mostly older men took notes as diligently as students. One club member, Aleta Kellam, stood up to deliver her daily schedule: up at 5 a.m., scanning foreign markets and news reports, then buying futures, graphing stocks and trading online for seven hours. 

      The image of the slipper-clad day trader making a few thousand dollars with the tap of a key, kicking off for an early tee-time, isn't accurate. It's more like someone up all night reading earnings reports, then worrying that a five-minute trip to the bathroom might cost hundreds. If club members have any complaints, it's not the money. It's the stress and loneliness. 

      "My brother says I retired three years ago," said Jerry Doverspike of Westminster, a member of the DayTradersUSA club since 1998. "He doesn't realize how hard this is." 

      Which makes one wonder why most club members bother, especially since Dover spike was making a six-figure salary in his previous job as a corporate vice president. 

      "The thing I like most about it is the professional freedom," he said. "I don't have to punch the clock. I can trade in my skivvies if I want." 

      Guess the slipper-clad part wasn't that off. 

      Many of the members thrive off the stress and see stock trading as much as a puzzle to be solved as money to be made. "If you're not fantastically passionate about it, you can't be in it," said Grant, a retired businessman who doesn't need to day trade to live comfortably. 

      Day traders shouldn't be in it for the money, critics contend, because it's very difficult to make. Individual investors who bet everything on quick price turnarounds can be hurt by everything from slowdowns in the Internet to computer crashes. And long-term investments often have a better return, said Bart Zandbergen, a financial planner with Financial Management Network in Laguna Hills. 

      The S&P 500 index has had a 26.75 percent return since March 1995, Zandbergen said, making a $10,000 investment worth $32,718. But if an investor missed the market's 10 best days during those six years, he only enjoyed a 17.42 percent return. Day traders risk missing the best days and hitting the worst, but weathering both is still better, he said. 

      "In my opinion, day trading is gambling, not investing," Zandbergen said. "It's a perfect example of why playing the market doesn't make sense." 

      Of course, an investment made in 1998 rather than 1995 in the S&P 500 would have fared very differently, DayTradersUSA members said. And while there are many chances to lose money, said Eric Lifshitz, a club member from Los Angeles, day traders stay in partly because they like the challenge. And they'd rather be in control. 

      "People don't understand why I do this. They say, 'Isn't it risky?'" Lifshitz said. "And I say, 'What's more risky than being exposed and not being able to pull out?' This lets you decide for yourself."
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