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Winning Commodity
May Be Made, Not Born

Traders

YOUR
MONEY
MATTERS

By STANLEY W. ANGRIST
St Reporfer of THE WALL STREET JOURMAL
Can the skills of successful commodity
trading be leamed? Or are they mnate, some
sort of sixth sense a lucky few are born with?
Richard Dennis, the legendary Chicago com-
modity trader, who tumed a grubstake of $400 into
an estimated $200 mil-
.lion or 50 I 18 years,
has no doubt. Following
an experiment with a 'Y
gioup of  would-be
traders recruited fiom
around the country, he's
comvinced the secrets of
commodity trading can
be learned.

Owver the past 4 1y
years, a goap of 14
commodity traders he
taught camed an aver-
age anmual compound rate of retam of 20%. In
contrast, about 70% of all nonprofessional com-
modity traders lose money on a yearly basis.

“Trading was even more teachable than I
imagined,” he says. “In a strange sort of way,
1t was almost hurnhling "

Mr. Dennis says he had debated the leaming
ve. inmate-ability question with some of his
associates for years. While they argued that his
skills are “ineffable, mystical, subjective or

, intuitive,” he says, his own answer was far sim-
: pler. The 40-year-old Mr. Dennis attributes his
¢ success to several frading methods he devel-
: oped and, perhaps more impertant, the disci-
¢ pling to follow those methods.

@ To prove his point, Mr. Dennis decided to
rum a real-life experiment. In late 1983 and
again in 1924, he placed ads in The Wall Strect
Journal, Barron’s and the New York Times
seeking people who wanted to be tramed as
traders. The job required that they move to
Chicagp, where they would receive a small
salary and a percentage of any profits while Mr.

Richard Dennis

A Turtle Race Worth Watching
Performance of 14 commodity-trading advisers taught by Richard Dennis
AVERAGE
ANRUAL  FIRST HALF AMRUAL QUARTERLY
COMPOUND 1888 RETURRIZ RETURNIS
RETURM  RETUMN {nnga: A5t} (b A6-i0b)
Stig Ostgaard 124.1% 0.4% 878 to 296.7% 48.0 to 3175%
Elizabeth Cheval  114.1 411 516 to 178.0 27.1 to 2033
Michael Cavallo 107.7 16.1 336 to 307.4 547 to 1955
Chesapeake? 94.4 6.4 457 to 1477 131 to 1601
Paul Rahar 89.1 20.0 781 to 1258 248 to 1898
Philip Lu BE.9 38.0 363 to 132.3 82 to 1482
Craig Soderquist 82.4 213 528 to 1358 200 to 1322
James DiMaria 70.9 0.8 17.3 to 164.9 202 to 1923
Brian Proctor 84.5 132 201 to 1619 416 to 1558
Howard Seidler 84.2 23.0 158 to 1236 166 to 903
Tom Shanks 837 18.8 -29.1 to 1851 378 to 1831
Jeff Gordon 41.8 16.4 32 to 1111 56t 839
Michael Carr 38.9 13.7 181t 8RO 317 to 1124
BY COMPARISON
Barclay CTA Index?  26.10%  10.80% 43 to BE.4% -12.10% to 32.4%
S&P 500 Index? 19.20%  16.50% 5.10% to 31.6%  -2250% to 21.3%
1) Retums overstate EIEI'I'EII'mEInCE becauze trders paid small or no commissions and no managament eas through firt
quarterof 1938, However, they receired no interest credit on trRding capital
2) Chesapeake Captal Com. & jointly ewned by R, Jerry Fakerand Russell | Sands.
3) The performance of more han 110 commodify-tading sdvizers who iave bean TRding mare than four years
) Total retum, including dividends -Sourea Barclay Tadmg Group LT,

Dennis taught them his methods.

Ahout 1000 applicants answered each ad
He selected 20 peaple to come to Chicago for
mterviews. From these, he chose 13 for the pro-
gram m 1534 and 10 1n 1985, During the four
vears of the program three people were dropped
Of the remaining 20, 16 are kmown to be frading
public fimds, three are believed to be trading for
thermselves, and one has gone into another field

The stadents were called the “tartles”. (M1
Denmis, who says he had just retumed from
Agia when he started the program, explains that
he descmbed it to someone by saying, “We are
going to grow traders just like they grow tartles
m Singapore.”}

Mr. Dennis provided classroom fraiming for
two weeks, teaching the fundamentals of com-
modity trading and the principles behind his

methods of trading. In general, Mr. Dennis is
known as a trend-following trader, that 1, one
who determines that a market iz moving wp or
down and then takes an appropriate position to
profit fiom that movement. When classroom
work ended he gave each student ¥1 million in
capital to frade.

In choosing participants for the program, Mr.
Denmis says he was biased toward peaple with
matheratical and game-playing aptitades. ..

Bussell Sands, 34, another tartle, recently

¢ formed a parmership with Mr. Parker to trade
= commodities for others. He told Mr. Dennis
¢ that the riskiest thing he ever did was quit ajob
: on Wall Street to move to Las Vegas to play
¢ backgammon and blackjack professionally.
: He won a world champlonship in backgam-
* mon in 1920.




