Some questions that struggling traders should ask themselves

Myself, i struggled long time without being able to figure out why I was losing all the time. my moments of improvement came, when i was able to have clear answers to these questions.. Hope that this helps some of you....

Which type of trader i am?

Am I a swing trader (4h) ? If yes, am I prepared to handle trades for a couple of days, have stops around 100 pips or more and handle retracements of 60 or more pips against me?


Am I a scalper (15M) ? If yes, am I ready to have many fake signals and therefore have many losers in a ranging day? Am I prepared to take smaller profits and then see the trend continue for 100 more pips in my direction but without me in the trade?

Be realistic about the advantages and disadvantages of each trader type. You cant have the best of both worlds....


How do I define a trend?

some traders will define the trend based on the HA color of Daily candle (when trading 1h), some will use the relation between price and 10 ema on HTF (assuming 4H, if you trade the 1h), some will use 200 ema on the TTF chart, some will look at HH,HL,LH,LL on the TTF. Some will look at the TDI MBL (if below 50, downtrend, if above, uptrend). You need to decide how do you define a trend and then stick to it… you cannot change the glasses through which you analyse the markets every day….


How do I manage my money?


You don’t need to spend much time on this subject. If you aren’t profitable, just demo or trade 1 micro lot. You don’t need to use fixed ratio or any other method of calculating position sizing. Until you are consistent, just make sure you bet the lowest possible. Your objective should be to learn and protect your capital and not to earn money at this stage. Once you start making money consistently, then you can focus on this.


How do I decide when to enter and when to exit?


For beginners, a mechanical trading system is advised. The mechanical model establishes rules for entry, exit, trend definition, position sizing, etc. so it removes the emotional side of trading. The trader is supposed to follow the rules like a robot. Until you have clear rules to follow, you will struggle because at every tick you will want to move your stops, move your targets, close the trade, close and open in opposite direction.... you know what I mean.... be gentle to yourself and define rules to protect you from yourself. Once you have rules in place, you will see that you will become calmer during the trade. Your success should be measured (at this stage) not by the amount of money you make, but on the consistency of you following your own rules…


How do I know if the rules that I defined for me will make money over time?


Only you can answer that. Even if I tell you that it does, you have to believe otherwise you won’t be able to pull the trigger. Solution: define your rules and back test them manually. Enter all the information from each signal (backtest at least 100 signals) on an excel sheet and do some calculations : how many pips I can make in average per month, what’s my average drawdown, how many signals I do receive per day, what’s the expectancy of my trading system? Which of my setups perform better? Etc.... Try different variables like exiting at 50 pips, at structure, at 2XATR(7) or taking 50% of position at structure and then trail the rest... Backtesting is key for you to understand the system you are trading.
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once i started trading less, i started earning more. there are no 7 trading opportunities on the 1H chart every day!!! so why are we trading so much. look at the trades you made every day, place them on the chart and ask to yourself : "why i am trading so much?" There are on average 1 trade per day on 1H chart, 20 trades per year on daily chart, etc... This is the most difficult aspect to overcome. This is where most of us fail. Change one habit per day. once you do it for 20 days, it will be imprinted in your brain, and you can start changing another behaviour. go step by step.you will get there...

As Mark Douglas says, promise to yourself that you will follow the next 20 signals by the book. Just start with 20. if you are able to follow your rules 20 times in a row, then you can do it for 40....

All the best to all of you

Munir

