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need to have a couple of people making money. In fact, when interviewed by the Subcommittee staff, the
branch manager estimated that only 10 percent of his Seattle customers were profit-able. Even more striking,
the branch manager of the Los Angeles office of another day-trading firm, Providential Securities, stated that
none - none - of his offices day-trading clients ever made money. In fact, he estimated that the average
customer lost ap-proximately 50, 000. Because of the poor success rate of most day traders, one might wonder
how is it that the industry has grown After all, why would people give up good secure jobs or put their savings
at risk to pur-sue a day-trading career when their chances of making money were very small The reason, of
course, is that most people who lost money, including the customers that we will hear from today, sim-ply did
not fully appreciate the risk. While some day-trading firms give their consumers very good risk disclaimers, on
the whole, the industry has failed to disclose adequately just how risky this speculative activity is. Many day-
trading firms improved their written risk disclosures only after reg-ulatory and Congressional scrutiny
increased the last year, and as todays testimony will show, written risk disclosures are often con-tradicted by
oral statements that minimize...
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