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Book Review and Recommendation 

Way of the Turtle is an excellent trading book that is underappreciated in my opinion.  It is written 

well, concise but with a lot of information, and has a lot to teach.  It is the first book I have read that 

accurately presents a complete trading plan and then describes it in detail and fits it all together.  It 

also includes an insider account of a legendary trading story (Richard Dennis and William 

Eckhardt’s turtle traders bet), and thoroughly describes the fundamentals of backtesting.   

Way of the Turtle covers some fundamental concepts including types of traders, market states, 

trading plans, measuring returns, and trading with an edge, as well as systems, backtesting, 

optimization, system death, and psychology.  It also describes how the market (and technical 

analysis) is concerned with cognitive biases, which is hugely important and not sufficiently covered 

in trading literature in my opinion.   

The specific turtle strategy (a simple Donchian breakout strategy to identify trends) isn’t the main 

theme of the book, nor is the turtle story, which I think most people misunderstand.  Instead it is 

about trading – creating a plan and trading that plan consistently, showing how one plan was 

developed and traded successfully by a master trader (Richard Dennis).  A plan includes markets, 

position sizing, entries, risk/stops, exits, and tactics/management, and the book puts it all into both 

detailed and general context in a clear and readable way.   

A summary of lessons learned or reinforced and some quotes from the book are detailed below. 

Audience – Beginners and intermediate traders will benefit significantly from the book; traders of 

all levels (including investors who do not understand technical analysis) would also benefit. 

Title – The title undersells the book because it is about much more than the turtle strategy or turtle 

story alone.  The subtitle “The Secret Methods that Turned Ordinary People into Legendary Traders” 

is inaccurate and was obviously written by a marketing professional.  (I find that many books have 

titles that are created by marketing departments to shift units and don’t fit the content well).  

Disclosure – Nothing to disclose, I do not know Curtis and have no affiliation with him nor 

Tradingblox.  I bought the book myself on Amazon.co.uk.  If you go the “Gift Shop” section of 

http://stoictrading.wordpress.com you can click through to Amazon.com or Amazon.co.uk to 

purchase it.   
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Lessons Learned or Reinforced in Way of the Turtle  

Trade Management:  

 Trade with an Edge, Manage Risk, Be Consistent, Keep It Simple  

 To maximize your edge, entry strategies should be paired with exit strategies  

 All traders who wish to stay in business would be prudent to keep the reality of price shocks in 

mind as they settle on an appropriate risk level for their accounts. 

 The primary goal of trading should be to stay in the game.  Time is on your side.  

Trade Identification:  

 You may go several years before finding a single good trend in some markets.  

 Speculative markets exist in on of four states: stable and quiet, stable and volatile, trending and 

quiet, trending and volatile. Many times, markets simultaneously display characteristics of two 

states.  

Trading Plans & Record Keeping: 

 A complete plan includes: markets, position sizing, entries, risk/stops, exits, and 

tactics/management.  

 There are two major attributes in any robust trading program: diversity and simplicity. Simplicity 

can be added by minimizing the rules that create dependencies on specific market conditions.  

Diversity can be added by trading as many markets as possible that do not correlate with one 

another.  

Psychology: 

 It is relatively easy to learn what to do when trading.  It is very difficult to apply those lessons in 

actual trading  

 Some of the cognitive biases that affect trading include: Loss Aversion, Sunk Costs Effect, 

Disposition Effect, Outcome Bias, Recency Bias, Anchoring, Bandwagon Effect, Belief in the 

Law of Small Numbers. 

 Traders seek out opportunities that arise from human emotions.  People are prone to making 

systematic errors in circumstances of uncertainty.   

 

Quotes from Way of the Turtle  

Page xxvi. “The difficulty in trading lies not in the concepts but in the application.  It is relatively 

easy to learn what to do when trading.  It is very difficult to apply those lessons in actual trading.”  

P13. “To trade well, you need to understand the human mind.  [/] As a trader you are seeking out 

opportunities that arise from [/] human emotions.”  P14. “People are prone to making systematic 

errors in circumstances of uncertainty.  Under duress, people make poor assessments of risk and 

event probabilities. “ 
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P15. “Some of the cognitive biases that affect trading include: Loss Aversion, Sunk Costs Effect, 

Disposition Effect, Outcome Bias, Recency Bias, Anchoring, Bandwagon Effect, Belief in the Law 

of Small Numbers.” P64. “In trading, the best edges come from the market behaviors caused by 

cognitive biases.” P76. “Support and resistance results from market behavior, which in turn is caused 

by three cognitive biases: anchoring, recency bias, and the disposition effect.” 

P22. “Large trends occur fairly infrequently; this means that trend-following strategies generally 

have a much higher percentage of losing trades than winning trades [65-70% losing trades].”  P50 

discusses a cocoa trade where there are 17 losing trades in a row before a huge move.  “You may go 

several years before finding a single good trend in some markets.” 

P23. “As a general rule, one can expect drawdowns for trend-following systems to approach the 

level of returns. Thus, if a trend-following system is expected to generate a 30 percent annual return, 

you can expect a losing period in which the account may drop 30 percent from its highs.” 

P25. “Speculative markets exist in on of four states: stable and quiet, stable and volatile, trending 

and quiet, trending and volatile.”  P26. “Many times, markets simultaneously display characteristics 

of two states.”  “A turtle never tries to predict market direction but instead looks for indications that 

a market is in a particular state.” 

P29. “Trade with an edge, manage risk, be consistent, and keep it simple.” P39. “The lessons of the 

Turtle class can be summed up in these four points: Trade with an Edge, Manage Risk, Be 

Consistent, Keep It Simple.” 

P61. “I traded using 100 percent of my account allocated to the longer-term 10-week breakout 

system.  This meant fewer trades and less monitoring of the markets.” 

P64. “To maximize your edge, entry strategies should be paired with exit strategies.” 

P64 “Entry edges come from three components: Portfolio selection, Entry signals, Exit signals.” 

P87. “Most traders worry about four primary risks: Drawdowns, Low returns, Price shocks, System 

death.” P91. “My worst drawdown was something on the order of 70%.  I don’t know many people 

who can sustain that level of drawdown.  It is very difficult on most people’s psyches.” 

P94. “All traders who wish to stay in business would be prudent to keep the reality of price shocks in 

mind as they settle on an appropriate risk level for their accounts.” 

P101. “Although the Sharpe ration is an excellent measure of risk/reward in comparing stock 

portfolio management strategies, it is not a sufficient measure for comparing alternative investment 

funds such as futures and commodities hedge funds.” 

P111. “I highly recommend taking a conservative approach for the first several years of trading.” 

P116. “The primary goal of trading should be to stay in the game.  Time is on your side.”  P207. 

“Trading is not a sprint; it’s boxing.” 

P118. “I used a ½-ATR stop, whereas most Turtles used a 2-ATR stop.” 

P126. Curtis provides an example of a 20/70EMA crossover system, then goes on to say “Many 

other different types of moving averages have been proposed by system designers and researchers.  

Most of the additional complexity offered by their designers is not all that useful in actual practice.” 

P129. “My advice is that there are better ways to spend your time than searching for the perfect 

newfangled nuclear-powered indicator that works perfectly in past years’ markets.  I suggest that 
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instead you try out some simple systems that use the basic building blocks that were outlined 

above.” [e.g. breakouts, moving averages, volatility channels, time-based exists, simple lookbacks] 

P135. Describes some simple systems including ATR Channel Breakout, Bollinger Breakout, 

Donchian Trend, Dual Moving Average (crossover) and Triple Moving Average (crossover with 

trend filter). 

P183. “A statistic is robust if changing a small part of the data set does not change that statistic 

significantly.” 

P210. “There are two major attributes in any robust trading program: diversity and simplicity.” 

P211. “Simplicity can be added by minimizing the rules that create dependencies on specific market 

conditions.  Diversity can be added by trading as many markets as possible that do not correlate with 

one another.” 

P219. The constraint to market diversification is often the amount of capital required to trade many 

markets within acceptable risk limits.  This is one of the reasons successful hedge fund operators 

have an easier time than do individual traders.  It takes at least $100,000 to trade a long-term trend-

following system using futures contracts with reasonable diversification.  Even at that level the risk 

required would be too high for most traders.” 

 

.  .  .  end  .  .  . 

 

If you go the “Gift Shop” section of http://stoictrading.wordpress.com you can click through to 

Amazon.com or Amazon.co.uk to purchase the book. 
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