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Welcome	  to	  The	  Crisis	  Trader.	  
	  
If	  you	  are	  not	  already	  familiar	  with	  options	  and	  how	  they	  work,	  I	  suggest	  reading	  our	  Special	  
Report	  An	  Introduction	  to	  Options	  before	  continuing	  with	  our	  trading	  guide.	  
	  
If	  you’ve	  already	  read	  An	  Introduction	  to	  Options	  or	  are	  familiar	  with	  how	  options	  trading	  
works,	  let’s	  get	  started.	  
	  
How	  The	  Crisis	  Trader	  Works	  
	  
The	  Crisis	  Trader	  is	  designed	  to	  create	  big	  profits	  from	  market	  volatility.	  A	  big	  part	  of	  this	  
involves	  maintaining	  a	  strict	  disciple	  which	  I	  call	  THE	  THREE	  CARDINAL	  RULES	  OF	  The	  Crisis	  
Trader.	  	  
	  
They	  are:	  
	  

1) We	  ONLY	  make	  high	  probability	  trades.	  
2) We	  ALWAYS	  use	  the	  same	  position	  size.	  
3) WE	  ALWAYS	  maintain	  our	  exit	  strategy	  (a	  25%	  stop	  loss).	  

	  
Rule	  #1:	  NO	  LONG	  SHOTS,	  ONLY	  MAKE	  HIGH	  PROBABILTY	  TRADES	  
	  
First	  of	  all,	  we	  DON’T	  take	  long	  shots…	  ever.	  We	  only	  make trades that have a high probability of 
success 
 
For every trader who took a long shot and won big, there are thousands who have lost everything. 
Trading is all about odds and trading long shots is on par with playing the lottery. The only difference 
is losing the lottery means tearing up a $5 ticket. Losing on a long shot trade can mean losing a lot of 
money. 
 
The Crisis Trader’s core strategy is to avoid long shots but focusing on short-term high probability 
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trades. This means looking for trades where the likelihood of success is high as opposed to trades 
where the potential reward is huge. It’s a subtle difference, but it’s a driving factor between success 
and failure in trade. 
 
Consider the following two traders: one looks for smaller consistent gains of 10-20% that he can 
make with an accuracy of 60-70%. The other one looks for big triple digit gains, which he can only 
make with an accuracy of 20-30%. 
 
Here’s how they did: 
 

 
 
At first glance, it looks like the Risky Trader is a much more successful trader. However, this success 
is entirely due to two factors: 
 

1) Using a tight stop loss. 
2) Him landing that third 100%. 

 
Indeed, if you remove that third 100% and Risky Trader suffers another 20% loss, his performance 
crumbles. 
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On top of this, the emotional toll of losing money 7-8 times out of 10 would be very high. It’s very 
difficult to imagine that Risky Trader would be able to think straight and even perform after losing 
money so often. 
 
Meanwhile, Safe Trader gradually builds his wealth without ever suffering a large loss or the 
emotional and psychological strain of losing money most of the time. 
 
Indeed, if you extrapolate the Safe Trader’s performance for a year, assuming he only makes one 
trade per week, by the end of the year he’d be up over 350%. 
 
Now we’re talking about some REAL money. 
 
My point here is that the single best way to accrue real wealth from trading is to consistently grow 
your portfolio with high probability trades. You might not get rich quick… but a 350% gain per year 
will get you rich quick enough without the unnecessary stress of losing money most of the time. 
 
Rule	  #2:	  ALWAYS	  USE	  THE	  SAME	  POSITION	  SIZE	  
	  
This mistake, more than any other, is the reason why even great traders blow up. Consider Brian 
Hunter, a hot-shot trader from Canada. During his first two years at Deutsche bank he made the firm 
$69 million in profits just from trading. 
 
Hunter soon was hired by a hedge fund called Amaranth Advisors where he worked his way to co-
head of energy trading. In 2006, at the age of 32, he started betting BIG (as in BILLIONS OF 
DOLLARS) on natural gas futures. In April he was up $2 billion for the year. He lost $1 billion in 
May, but managed to make it up again by the end of the summer. Then, in one single week in 
September all of his bets went bad and he lost $6.6 billion, forcing the fund to shut down in the 
process. 
 
Please understand, Brian Hunter was no idiot. He had produced some incredible winners before ($2 
billion in the first four months of 2006 alone). But he lost his discipline and put WAY too much 
capital at risk in his trades. As a result he BLEW UP. 
 
At The Crisis Trader I recommend you take ALL guess work out of position sizing by ALWAYS 
trading the same small amount of capital, between 5% and 10% of your total trading capital (not your 
total portfolio, JUST your trading capital: the amount you actively trade on a weekly basis). 
 
Of course, whatever percentage you choose to invest in each position is up to you. But whatever 
amount you decide to use, keep it below 10% of your trading capital. 
 
For instance, let’s say you have a $500,000 portfolio. Of this, $100,000 is your “trading capital,” the 
money you actively trade on a weekly basis. In this case, I would suggest putting a fixed amount 
of no more than 10%, ($10,000), in each trade from The Crisis Trader. 
 
Doing this insures that no single loser wipes out much money. Remember, it is impossible to avoid 
losers. No one’s track record is perfect. But by always putting the same amount of capital into each 
trade, you insure that should a trade ever turn against you, your portfolio won’t suffer a crippling loss 
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like Brian Hunter’s hedge fund did. 
 
Let’s go back to our two traders again. In this case, Safe Trader always puts just $10,000 into each 
trade. In comparison, Risky Trader trades based on emotion, putting anywhere from $10,000 to 
$30,000 into a trade depending on how he feels. 
 

 
 
Once again, Risky Trader looks to be a much better trader at first. However, note that his success 
entirely hinges on him luckily trading $30,000 during one of his winners. 
 
Indeed, if he had traded $10,000 on that trade, his performance would totally collapse to a loss. And 
this is despite him landing three winners that all doubled and a percentage gain of 160%! 
 

 
 
Moreover, note that Risky Trader is regularly losing thousands of Dollars. Few traders on the planet 
would be able to maintain their cool under these circumstances. Most would begin to doubt 
themselves and abandon their discipline entirely by taking on riskier trades in an attempt to make the 
money back. And in the end they would only end up losing MORE money. 
 
Again, it all comes back to the cardinal rule of trading: DON’T BLOW UP. My solution to this is to 



	  

	   5	  

5

ALWAYS and I mean ALWAYS maintain the same position size in a trade. 
 
This level of discipline is easy to understand, and HARD to implement. But the results speak for 
themselves (again, refer to the above tables). 
 
Rule	  #3:	  ALWAYS MAINTAIN TIGHT STOP LOSSES 	  
 
Of our three trading rules, this one is the most obvious.  
 
Indeed, simply by following the first three rules (No Long Shots, and Always Put the Same Amount 
of Capital into Each Trade) you should naturally end up following Rule #4 by default. 
 
However, I still want to stress that no matter how careful you are, losses will occur. No one is perfect 
and everyone suffers losses or even losing streaks (periods in which there are several losses in a row). 
 
The key to getting through these periods emotionally and financially is to: 
 

1) Minimize your losses (always use stop losses) 
2) Learn to love your losses 

 
Regarding #1, a stop loss is a price at which you automatically close out a trade if it turns against 
you.  
 
Again, ALWAYS have a stop loss in place. I will be providing suggested stop losses for all The 
Crisis Trader’s trades (usually 25%) but these are mere suggestions.  
 
Not everyone’s risk appetite is the same. So you should use a stop loss that makes you feel 
comfortable (whether it be -15% or -20% or whatever). But whatever you do, OBEY your stop loss. 
Failing to do so is a sure fire way to lose big money. 
 
Regarding the emotional aspect of a losing trade, it is critical to learn to love your losses. What I 
mean by this is learning to accept losses as a part of trading and not getting too emotional about them. 
I find the best way to do this is to review the loss in detail, examine what was wrong about the trade 
set-up, and trying to learn from the mistake. Then. Move. On. 
 
Do not let a loss get you down or fluster you. If you follow The Crisis Trader’s stop losses your 
losses should always be small and never involve the loss of much trading capital. 
 
But whatever you do, NEVER let a loss result in you dropping your trading discipline. In fact, 
the time to be most stringent about your trading discipline is right after suffering a loss. By holding 
fast to your discipline, you’re actively taking steps to insure you start pulling in profitable trades 
again soon, which will make you feel better emotionally and financially. 
 
This concludes THE CRISIS TRADER TRADING GUIDE. Again, THE	  THREE	  CARDINAL	  RULES	  
OF	  THE	  CRISIS	  TRADER	  are:	  
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1) No long shows; only trade high probability trades. 
2) Don’t risk too much capital in any one trade 
3) Minimize losses as much as possible through stop losses. 

 
These rules are all designed to help you avoid the single biggest mistake of trading: BLOWING UP. 
 
If you follow these rules, not only will you greatly reduce your risk, but you’ll also greatly increase 
the likelihood of your trading making you SERIOUS money. 
 
And that’s what The Crisis Trader is all about. 
 
Graham Summers 
Editor 
The Crisis Trader	  
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