CHAPTER TWO

Ask your broker if he trades for himself and makes money, and he i sure
to answer, yes. He will likely stare off at the screen as he answers, avoiding
your eyes, but he will answer, yes. He can hardly answer no. So, be geng|
on your broker. Don't make him squirm, needlessly. Why ask questions
when you know the answers already? The qualities you wanr 2
commodity broker are accuracy, honesty, and a willingness to get you
information when you request it. Remember the broker’s lot in |ife. He
spends every day crowded over a machine, like a moth fixated on 3 light

bulb, listening to egomaniacs boasting, whining, or threatening legal action.

Think about it. If a broker really had anything valuable to tell you, he

would hardly be where he is, doing what he does. Never take the advice of
brokers. Trust yourself.

Elliott’s Wave and the Ghost of Fibonacci

Naturally, brokerage firms advertise themselves as experts. But it is a
mistake to think that picking the right commodity brokerage firm will
materially improve your prospects. A trader doesn’t talk with a brokerage
firm; he talks with salesmen, or brokers, who may or may not be following
specific reccommendations put out by the company they work for. Opinions
within a firm are just as diverse as opinions between firms.

Brokerage-firm loyalty amongst salesmen is rare. Brokers are a highly
mobile breed, and are constantly shopping rival firms in search of the
highest commission payout. Usually, they take their clients with them when
they change firms. Surprisingly enough, despite the frequent recriminations
that pass between broker and client, broker-client alliances are much
stronger than firm-client alliances, which suggests that brokers may well be
adept at telling their clients what they want to hear, or at least are able to

give their clients the necessary psychological support they need to function
as traders.

For insight into how some commodity brokers do come up with sales
pitches, consider the training a licensed broker is likely to receive. All
licensed brokers must pass an examination. The study material for that
examination is the Futures Trading Course and Handbook, published by
the Futures Industry Association Incorporated. Allow me to quote verbatim

from Lesson Ten of that study guide: “Advanced Technical Analysis—The
Elliott Wave Theory.”
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This is a direct quote from the study guide, and a revealing one in that
Elliott’s philosophy is presented, uncritically, as 3 rational approach to
trading the market. The Elliott Wave Theory and the Fibonacci Numbers
have as much credence with professional statisticians as astrologers have
with the National Weather Bureau. But they do have a devoted following,
(A magazine called The Elliott Wave Theorist is available for devotees of
the philosophy.)
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Elliott’s “wave” and Fibonacci’s “numbers” have long been favorites of
the far-out trading fringe. The arcane interpretations and mystical overtones
appeal to a certain type of commodity mind. Reading na. examination
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Robert Prechter, publisher of The Elliott &E«. Theorist. 3.2.?2 gained
fame about 2 decade ago with a couple of major correct m»:.m in the stock
market. His star has waned in recent years—after he got his signals crossed
during the stock market crash of 1987.

And Fibonacci? Surely the medieval mathematician would be astounded
at his impact on twentieth-century commodity man. His mathematical
series was constructed from observations on the incestuous copulation
patterns of rabbits. Let’s see, you start with a male and a female, then you
take the first female offspring and you ... well, better not get into it.

The Legacy of W. D. Gann

When we have knowledge of the Divine Law of supply and demand and
know how to draw upon the universal laws which supply all our desires,
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