
 

9 Financially Devastating Mistakes 

Most Option Traders Make… 
 

 

Fortunes have been made and lost in the world of option trading. And those fortunes that 

were lost may very well have been lost due to making one of these financially devastating 

mistakes. 

 

As you read, you’ll discover not one, but seven financially devastating mistakes most 

option traders make. 

 

Make these mistakes and you’ll almost surely watch your trading account evaporate. 

Avoid them, and you may find your wallet a little bit thicker over the next few months 

and years. 

 

It’s important to note that every trader makes one of these mistakes at some point or 

another. It’s called learning through experience – also known as “The School of Hard 

Knocks.” 

 

The trick is to recognize the mistake, self-correct, and keep pressing forward. The more 

aware you are of the pitfalls of option trading, the better trader you’ll become. So please 

study these closely. 

 

With that in mind, let’s dive in… 

 

Mistake #1: Trading in one direction only. 
 

Prices go up and prices go down. 

 

But if you’re trading only when the market goes up – and you’re only taking long 

positions – you’re leaving a lot of money on the table. 

 

Not only that, you may be exposing yourself to a huge amount of risk. 

 

Imagine forcing yourself into a long position when the market is dropping like a rock. 

Not smart, but people do it all the time because they feel like they have to be trading on a 

regular basis. 

 

And if they don’t know how to short the market – or they’re not comfortable shorting the 

market – then they will try to make bad trades work. 

 



But let’s assume for a moment that you’re smarter than that. You won’t force any bad 

trades. You’ll just sit on the sidelines and patiently wait for the market to move in lock-

step with the direction you prefer to trade. 

 

If this is the case, you’re still sacrificing HALF of the good trades out there. Because 

there are always opportunities, no matter if the market bias is up or down. 

 

And believe it or not, you can often make twice the ROI on short trades than long trades. 

As I’m fond of saying, “The bull walks up the stairs, the bear jumps out the window,” 

which is just another way of saying that the market drops faster than it rises. 

 

Mistake #2: Not following money management rules. 
 

If you don’t have any money management rules, then you’re trading in the dark. 

 

How much should you risk on any one trade? 

 

Where should you set your stops to avoid catastrophic loss? 

 

Only solid money management rules can give you these answers. 

 

Basically, your money management rules should say how much you can afford to lose on 

any given trade. This will determine two things: how much you invest and where you set 

your stops. 

 

The fact is that you will lose money. But if you have money management rules in place, 

and you follow them, you’ll live to trade another day. 

 

This is the key. You need to be able to minimize your losses so you still have capital 

when the phenomenal trades come your way. 

 

Please note that it’s not enough to have money management rules. You need to follow 

them, which often requires discipline and self-control. And this brings me to… 

 

Mistake #3: Letting emotions dictate entry and exit points. (Or 

worse, trading on a “hunch.”) 
 

Too many times, option traders place their trades based on how they’re feeling. Those 

feelings are either greed or fear. 

 

• Greed drives traders to get into trades that lack any kind of fundamental or 

technical support. 

 

• Fear drives traders to get out of winning trades too soon – and stay in losing 

trades too long. 



 

This is the way it is, and it’s the way it always will be. There’s really no way to eliminate 

your emotions. 

 

But you can control them. 

 

You can do this by implementing just a handful of simple strategies. 

 

For instance, craft a solid set of money management rules. 

 

Then conduct your research and make your trading decisions outside of regular trading 

hours. 

 

You see, you don’t want to be caught up in the emotion of the markets. You want to step 

out of what’s happening and make trading decisions that are as objective as possible. 

 

And a great way to do this is to research trades and make decisions after the market has 

closed – or “end of day.” 

 

Mistake #4: Taking advice from traders who don’t really know 

what they’re doing. 
 

Now, you know not to do this. 

 

But the temptation of a “hot tip” seems to never lose its appeal. 

 

That’s because we’re emotional by nature. We want to know what other traders are 

trading. We want to believe that somebody else knows something we don’t know – 

something that can make us rich! 

 

This is just the way we are. 

 

Next time you hear a hot tip… and you’re tempted to act on it… ask yourself this 

question: How much money has the person made from trading who gave you the hot tip? 

 

If the person hasn’t made much money from trading, drop that hot tip like a hot potato. 

Have nothing to do with it. 

 

But if the person has made a significant amount of money… or even makes a living from 

his trading… then maybe you should pay attention. Maybe. 

 

You’ll still want to do a full analysis, just like you would with any potential trade. And 

you’d want to follow all of your money management rules, too. 

 

Remember: Emotion must always be a servant to the systems you use to trade options. 

 



Mistake #5: Skipping the “paper trading” phase. 
 

Overconfidence. Not every option trader struggles with it, but many do. Of course, 

overconfidence causes us to do foolish things. Like put real money in the market before 

we’ve ever practiced the strategies we’ve learned. 

 

If you’ve never heard of “paper trading,” let me explain it. 

 

Paper trading is the process of planning out real-life trades, then recording them on paper 

only. It’s an excellent way to practice. 

 

• You still research the stock and the option. 

• You still do a full analysis. 

• You still decide if/when you’re going to enter the trade. 

• You still decide when and how you’re going to get out of the trade. 

• Etcetera. 

 

And all along the way, you record what you paid for the option, minus fees and 

commissions, plus whatever profit or loss you realized when you sold. 

 

The only thing different is that no money is involved. It’s all on paper only. 

 

By paper trading for a few weeks or months, you can develop a “feel” for the markets and 

hone your option trading skills – before you take on any real risk. 

 

Skipping this phase is a perfect recipe for losing money. 

 

Mistake #6: Not using automation with exit strategies. 
 

It doesn’t matter whether you have a day job or not. You need to use automation with 

your exit strategies. 

 

Either set up alerts to let you know when a technical exit signal is generated (usually, this 

will be when a certain price threshold has been crossed) – or set up stop loss orders that 

will liquidate your position when your criteria have been met. 

 

This is the right way to trade options. 

 

The wrong way is to sit in front of the computer screen and attempt to do everything 

manually. 

 

What if you’re in a meeting when you need to exit a trade? 

 

Or what if you’re stuck in a traffic jam? 

 



Or what if you’re predisposed during a restroom break? 

 

These are real situations that come up. And if the timing is right (or wrong, as the case 

may be), you could stand to lose a fistful of cash if you’re counting on being in front of 

your computer screen watching the market in real time. It’s just not realistic. 

 

This is why it’s so important to set up alerts and stop loss orders. 

 

Tip: Believe it or not, you can make money over the long run just by mastering exits. So 

please remember to always, always use automation with your exit strategies. 

 

Mistake #7: Failing to create – and follow – a daily trading 

routine. 
 

Most people treat option trading like a hobby. They do a little bit here and a little bit 

there, but never develop any habits that will make them successful as option traders. 

 

But just like anything worth learning, if you want to get good – and get really good – you 

need to make option trading a part of your daily routine. 

 

You need to set aside a certain time of day to follow your trading routine. Be consistent. 

Don’t do it one day, skip three, do it for two, skip five, etc. This won’t work. 

 

You need to be committed to your success. And you need to be committed to option 

trading. 

 

Just this one little tip – to create and follow a daily trading routine – has the potential to 

make you wealthy. 

 

Do you think Tiger Woods practices golf once a week? 

 

Do you think Stephen King writes only “when he feels like it?” 

 

The reason successful people become great at what they do is because they have a 

routine, and they follow that routine every day, no matter what. 

 

Develop this same kind of commitment, and you can be great at what you do, too. 

 

NEW! Mistake #8: Trading alone. 
 

Way back when I was getting started in option trading, I was very much like you. I didn’t 

know much, so I was trying lots of different things. I bought different programs, went to 

a number of live training events, and so on. 

 



During this time, I personally met a lot of “lone wolf” traders. A handful were doing 

okay, but most were losing money in their isolation. 

 

I thought about this a lot. 

 

When you’re trading alone, and you make a mistake, you have to self-correct… on your 

own… without the help of an objective third party. 

 

Easier said than done, right? 

 

If you’re glued to your computer screen, doing everything by yourself, one mistake can 

lead to many more – and eventually drain your trading account down to zero. 

 

I’ve found that nearly everybody in trading is always hunting for the “holy grail.” Even I 

was searching for it… until I found it. Yes, I did find it, and I’ll even tell you what it is. 

 

The holy grail of trading is getting involved with an option trading group who will review 

your trades and provide input – before you invest your hard-earned dollars. 

 

When I joined an option trading group, all of a sudden there was accountability. I would 

review other group members’ trades and they would review mine. 

 

In a matter of weeks, my trading improved by leaps and bounds. That’s because in the 

group I was actually learning two ways. 

 

I learned by reviewing other trades, exercising my critical thinking skills, and providing 

my input. And I also learned when other members provided their feedback on my trades. 

 

Let me tell you: When you get involved with a solid trading group, you’ll never go back 

to “lone wolf” trading again. 

 

NEW! Mistake #9: Thinking like a gambler instead of a 

business person. 
 

Believe it or not, thousands of traders think of Wall Street as a casino. Roll the dice and 

hope you get lucky. That kind of thing. 

 

First of all, if you treat Wall Street like a casino, you’re going to lose your shirt… and 

maybe your life savings, too. 

 

Here’s a little hint: Wall Street does not go easy on the naïve or those with a get-rich-

quick mentality. 

 

On the flip side, if you treat Wall Street like a place where routine business is conducted, 

and act like a business person yourself, then you stand to amass a fortune over time. 

 



The traders who apply the principles of business to trading eventually succeed. And when 

they succeed, they do it in a big way. 

 

While the gambler is on an emotional roller coaster, experiencing euphoric “highs” and 

devastating “lows,” the business person is keeping things under control because “it’s just 

business.” 

 

And that’s really all it is: business. Keep this in the forefront of your mind as you 

continue on your personal journey to option trading mastery. 

 

Did you see yourself? 
 

These are “The 9 Financially Devastating Mistake Most Option Traders Make.” As you 

read them, did you see yourself in any of them? 

 

If you did, what will you do differently so that you avoid making those mistakes in the 

future? 

 

You see, if you read this report and do nothing with what you’ve learned, then I haven’t 

done my job. You’ve got to actually implement what you’ve learned for it to make a 

difference in your life. 

 

With that in mind, I’d like you to write down at least one thing you’re going to change so 

that you become a better option trader. 

 

Just one thing. 

 

Do you think you can do that? 

 

If you’ve printed this report out, just write down what you’re going to change on this 

paper. Otherwise, write it on a notepad or in a calendar or somewhere you’re likely to see 

it again. 

 

By doing this simple act – writing down the one thing you’re going to change – you will 

be that much closer to becoming the person you want to become… and achieving the 

lifestyle you want to achieve. 

 

Best regards always, 

 


