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Science of Trading for Profit®

Introduction to The Science of Trading for Profit® by Nik Halik

CEO and Founder of the Financial Freedom Institute (FFI)

The Science of Trading for Profit® is based on my personal experiences trading in the global 
markets and the experience of my trading mentors. Some time ago when I was new in 
the markets, I had finally discovered the Holy Grail to the Stock Market. The Holy Grail to 
trading was knowing myself. It means understanding how you’re likely to behave under 
various circumstances and the way you interact with money. Over the past couple of decades, 
behavioural finance researchers have developed a clearer understanding of this particular 
holy grail awakening and the psychological traps investors fall in. The best way for you to avoid 
these traps is to become aware of them, the forms they take, and the best strategies to combat 

them. The Science of Trading for Profit® is a reference guide and success blueprint to the trading principles and 
psychological analysis techniques required to be an astute and savvy trader.

In regards to investing and trading world markets, staying focused, determined and committed is definitely 
a sure fire trait of a successful investor. Yet none of these invaluable qualities can be indefinitely sustained 
without a steady diet of prosperity consciousness. It is the personal responsibility of each of us to demand 
the very best from ourselves, there’s no question that positive vibrations can provide that needed external 
spark to reset our internal circuits for 24 Hour Positive Power and Trading Performance.

A daily dose of motivation assists us in coping with the challenges we face every day, giving us strength 
and reinforcing our beliefs in our own abilities.  A well balanced daily infusion of motivation can help lift our 
spirits, restore our confidence, ignite our creative energy just when we need it the most. With these principles 
we transcend to inspire other traders with a pulse, regarding our vision.

In summary, my illumination is that you will draw a line in the sand and integrate your prosperous internal 
representation. With the Science of Trading for Profit® blueprint, you will have the assignment of opportunity 
to re-program the most powerful computer in the world – your mind to become a successful trader. 
Understanding that the mind is not an object but merely an activity, your mind will develop into an ‘image 
maker’ governed by universal law. I encourage you to enrol and nurture other traders into your newly discovered 
vision, where dreams become reality.

In the end it just comes down to one thing. You can’t run from the wind. You face reality. You face the stock 
market. Untie the mooring lines of limiting beliefs that hold you back from success. You trim your sails and 
keep going. I encourage you to set sail on a voyage of financial evolution. I look foward to greeting you on the 
other side.

Live with passion and dare to dream.

Yours in Prosperity 
Nik Halik

 



DEFINITION OF WEALTH
To start out we’re going to read the definition of “Wealth” taken 
directly from Webster’s New World Dictionary. 

It states as follows: 

wealth (welth)  n.     1 much money or property, stock market; riches.     2 a large amount [a wealth of 
ideas].    3 any valuable thing or things [the wealth of the oceans]. Wealth in its earlier usage meant 
“well-being” or “happiness.” But as people came to think that being happy meant being rich, the word 
began to be used of the money and property that supposedly made people happy.

Notice the point “supposedly made people happy”? Before we get into the nuts and bolts of wealth, 
and how it is made, I want to bring out the second portion of Webster’s definition, noting that in earlier 
times “wealth” meant to be in a state of well-being and prosperity. This is going to be strong factor in 
the overall delivery of the information contained in this manual. I have very strong beliefs on the subject 
matter at hand, and believe that True Wealth is obtained not at the expense of ones integrity, health, 
or emotional well being, but by simply using the mind and thinking ability. 

Think of a 3 legged chair with one leg representing Emotional Health (family, friends, spiritual needs, 
personal goals,) a second representing Physical Health (our diets, nutrition, exercise and activities,) and 
a third representing Financial Health (stock market investing, savings, business decisions,). If any one 
of these legs is broken, you’re going to fall flat on the ground, so try and take the time to keep the weight 
spread out evenly over them all, and to keep them all in good shape. In the long run, it’s the only way any 
of us will ever reach a state of “well-being” thus developing the state of true wealth intelligence and a 
psychology of prosperity consciousness.
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The MOST COMMON Mistakes 
All Novice STOCK MARKET 
Traders Make and How to 
Correct Them
Is the path to trading success through purely mechanical means, a.k.a. computer software programs making 
financial decisions? Or are methodical profits best reached through discretionary decision and market inter-
pretation? 

Applying a defined business plan approach to seemingly random chaos of financial market action allows 
us to quell the following emotions…

Fear 

Indecision

Hesitancy

Inadequacy

Hopelessness

Disappointment

Frustration

Despair 

Failure

... while replacing those with:

Success 

Control 

Security 

Freedom 

Confidence 

Decisiveness 

Independence

Despite an individual’s preferred style of investing or trading, each of us must develop or acquire a 
methodical, systematic approach in order to succeed over time. 
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The � most common pitfalls highlighted by 
the best traders on the planet are as follows:
• Over-confidence. Researchers have found that people consistently overrate their abilities, knowledge, 
 and skill—especially in areas outside of their expertise. Investors must seek and weigh quality feedback  
 and stay within their circle of competence. 

• Anchoring and adjusting. In considering a decision, we often give disproportionate weight to the first  
 information we receive, hence anchoring our subsequent thoughts. You can mitigate this risk by seeking  
 information from a variety of sources and viewing various perspectives. 

• Improper framing. The decisions of investors are affected by how a problem, or set of circumstances, is  
 presented. Even the same problem framed in different, and objectively equal, ways can cause people to  
 make different choices. Framing, too, plays a central role in assessing probabilities. 

• Irrational escalation of a commitment. Investors tend to make choices that justify past decisions, even  
 when circumstances change. To avoid this trap, investors must only consider future costs and benefits. 

• Confirmation trap. Investors tend to seek out information that supports their existing point of view while  
 avoiding information that contradicts their opinion. Psychologist Thane Pittman’s slip of tongue sums it up:  
 “I’ll see it when I believe it.” 

The following modules will reinforce these common trading pitfalls, 
whilst providing strategies and techniques to combat the psychological barriers.

The Psychology of Trading
Merriam-Webster’s dictionary defines the psychology of fear as “an unpleasant, often strong emotion caused 
by anticipation or awareness of danger, going on to explain that fear...implies anxiety and usually the loss of 
courage.” This definition of fear is useful in helping define the issues that traders face when coping with fear. 
The reality is that all traders feel fear at some level, but the key is how we prepare to address our concerns 
related to taking on risk as a trader.

All traders have fear, but winning traders manage their fear while losers are controlled by it. When faced with 
a potentially dangerous situation, the instinctive tendency is to revert to the “fight or flight” response. We can 
either prepare to do battle against the perceived threat, or we can flee from this danger. When an investor 
interprets a state of arousal negatively as fear or stress, performance is likely to be impaired. A trader will tend 
to freeze? In contrast, when a trader feels the surge of adrenaline but interprets this as excitement or a state 
of greater alertness before placing a trade, then performance will tend to improve. Many great live performers 
talk of feeling butterflies just before they go on stage, and how they interpret this as a wake-up call to go out 
and perform at their highest level. That’s clearly a more empowering response than someone who might 
interpret these butterflies as a reason to run back to his dressing room to get sick! Winners take positive 
action in spite of their fears.
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Fear of Donating to the Market 

The fear of donating when making a trade often has several consequences. Fear of donation tends to make 
a trader hesitant to execute his trading plan. This can often lead to an inability to pull the trigger on new 
entries as well as on new exits. As a trader, you know that you need to be decisive in taking action when your 
approach dictates a new entry or exit, so when fear of donating holds you back from taking action, you also 
lose confidence in your ability to execute your trading plan. This causes a lack of trust in your method or, 
more importantly, in your own ability to execute future trades.

Thus, you can see how fear can set in place a vicious cycle of recurring doubt and, in turn, reinforce a traders’ 
lack of confidence in executing new positions. For example, if you doubt you will actually be able to exit your 
position when your method tells you to exit, then as a self-preservation mechanism you will also choose not 
to get into new trades. Thus begins the analysis paralysis, where you are merely looking at new trades but not 
getting the proper reinforcement to pull the trigger. In fact, the reinforcement is negative and actually pulls 
you away from making a move.

Looking deeper at why a trader cannot pull the trigger, the root stems from a lack of confidence about 
the trading plan, which then causes the trader to believe that by not trading, they are moving away from 
potential pain as opposed to moving toward future gain. No one likes donations, but the reality is, of course, 
that even the best professionals will donate back to the market. The key is that they will donate much less, 
which allows them to remain in the game both financially and psychologically. The longer you can remain in 
the trading game with a sound method, the more likely you will start to experience a better run of trades that 
will take you out of any temporary trading slumps.

When you’re having trouble pulling the trigger, realize that you are worrying too much about results and are 
not focused on your execution process. Make sure your have a written plan and then practice executing your 
plan.

Start with paper trades if you prefer, or consider trading smaller positions to get the fear of donating out of 
your system and get yourself focused on execution. When in the heat of battle and realizing you need to get 
in or out of a trade, consider using market orders, especially on the exit. That way you can’t beat yourself up 
for not pulling the trigger on your trade.

You should be more concerned about avoiding larger donations and less concerned about taking smaller 
donations. If you can’t bear to take a small hit, you will never give yourself an opportunity to be around 
when a big winning idea comes along, as every trade you enter has the risk of first turning against you for 
a donation. You must execute by knowing what your risk is in each trade, and define parameters to make 
sure you can ride favourable trends correctly as well so that your winners will be larger than any potential 
donations. Never get stuck in the mindset of hoping a loser will come back to “breakeven,” as that is one of 
the trader’s most deadly mental fantasies. Billions of dollars have been lost by technology investors hoping 
their stocks would bounce back in recent years to allow them to escape the downtrend. That only led to 
even greater donations in most cases. That’s how a short-term trader can become a long-term investor 
unintentionally, and that is a position in which you never want to put yourself.

Ask how well you trust yourself to execute your trading plan. You want to judge your effectiveness based on 
how well you get in and out of the market when your method gives entry and exit signals. You’ll need to be 
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decisive, not hesitant, know in your heart that your method is well tested and that your risk is low compared 
to your likely reward. In other words, you must be fully prepared before you go into the heat of battle during 
a trading day. You need to know where you will enter and where you will exit if you are a discretionary trader. 
Or you need to know what system you are following and be prepared to enter and exit as the system dictates. 
This keeps you disciplined and focused on following a process that can generate favourable results over time. 

Fear of Missing Out

Every trend always has its doubters, especially when many sceptics of a trend will slowly become converts 
due to the fear of missing out on profits or the pain of donating in betting against that trend. This fear is often 
fuelled during runaway booms like the technology bubble of the late-1990s, as investors heard their friends 
talking about newly found riches. The fear of missing out came into play for those who wanted to experience 
the same type of euphoria.

When you think about it, this is a very dangerous situation, as at this stage investors tend essentially to say, 
“Get me in at any price - I must participate in this hot trend! The effect of the fear of missing out is blindness 
to any potential downside risk, as it seems clear to the investor that there can only be gains ahead from such 
a “promising” and “obviously beneficial” trend. But there’s nothing obvious about it.

Fear of Not Being Right - All Too Common

Too many traders care too much about being proven right in their analysis on each trade, as opposed to 
looking at trading as a probability game in which they will be both right and wrong on individual trades. In 
other words, their overall method will create positive results.

The desire to focus on being right instead of making money is a function of the individual’s ego, and to be 
successful you must trade without ego at all costs. Ego leads to equating the trader’s net worth with his self-
worth, which results in the desire to take winners too quickly and sit on donating streaks in often-misguided 
hopes of exiting at a breakeven.

Trading results are often a mirror for where you are in your life. If you feel any sort of conflict internally with 
making money or feel the need to be perfect in everything you do, you will experience cognitive dissonance 
as you trade. This means that your brain will be insisting that you cannot exit a trade at a donation point 
because it ruins your self-image of perfection.

For the trader who is dealing with excessive ego challenges, this is one of the strongest arguments for 
mechanical systems, as you grade yourself not on whether your trade analysis was right or wrong. Instead you 
judge yourself based on how effectively you executed your system’s entry and exit signals.

Be sure you are writing down your reasons for entering each trade, as the ego will play tricks and come up 
with new reasons to hang on to losing positions once the original reasons have evaporated. In summary, 
your trading plan must account for the emotions you will be prone to experience, particularly those related 
to managing fear. As a trade, you must move from a fearful mindset to mental state of confidence. You 
have to believe in your ability as well as the effectiveness of your plan to take profits that are larger than the 
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manageable donations. This builds the confidence of knowing that you are on the right track. It also makes it 
easier to continue to execute new trades after a string of donating positions. Psychologically, that’s the critical 
point where many individuals will pull the plug, because they are too reactive to emotions as opposed to the 
longer-term mechanics of their plan. If you’re not sure if you can make this leap, know that you can if you start 
small. 

The Right Mindset 

Trading the markets requires cultivating the right mindset. You must be relaxed, logical, perceptive, and ready 
to tackle anything the market throws at you. Unfortunately, this sounds much easier than it actually is. Trading 
is a difficult profession with unique issues that other professionals don’t deal with. If you can identify these 
issues, address them, and halt their influence, you can cultivate the mindset of a winning trader.

The Detrimental Comparison Syndrome

Why do we compare ourselves to others? There are a variety of possible reasons. It could be out of sibling 
rivalry. It could be because our parents or teachers taught us that we should do better than our peers, and 
gauging the performance of others is the best way to do that. It could be that many times, we don’t know 
what “good” performance is and it makes sense to see how others are doing so as to get an accurate picture 
of what is acceptable performance. When it comes to trading, it makes sense to wonder about other traders’ 
performance. Since most novice traders blow out within a year, many are curious as to whether it is even 
possible to achieve profitability. (It is possible, but it is extremely important to understand the conditions 
under which consistent profitability occurs.) It is useful to know that some traders are able to maintain a 
consistent level of profitability after years of hard work and skill building.

Successful people in all fields avoid making comparisons to others. In the end, the only person’s opinion that 
matters is your own. If you believe you are doing well, then that is all that matters. So when you find yourself 
comparing yourself to others, stop. Look inward. It is just you, the markets, and no one else. The more you can 
focus on your own standards, the more profitable you’ll be.

Take a Break, Relax, and Rejuvenate 

The mind is similar to a muscle. When you go on a long run, for example, you soon run out of energy. 
You can’t go any further. Your muscles begin to ache and you need to take a rest and recuperate before 
you start moving again. It’s the same when it comes to working as a trader. It’s vital that you consider that 
the mind has limited energy, and that after putting in a hard and tedious effort, you must take a rest and 
rejuvenate, so you can face the market action with a renewed sense of vigour. Trading often comes down to 
performing in a peak performance state at a few key moments. To take advantage of these key moments, you 
must be relaxed. If you have strained your mental “muscles,” you’ll have difficulty taking advantage of these 
opportunities. Your mind will be elsewhere or you’ll be too tired to act decisively. When you’re tired, it’s hard 
to gauge market action accurately. You’ll be prone to a decision-making bias and you may act impulsively 
because you are too tired to patiently wait for the proper validated signals to enter or exit a trade. By staying 
relaxed yet full of energy, you’ll be able to trade in a logical and consistent manner

Science of Trading for Profit®
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The Trader’s Worst Enemy

If you’re not careful, you can be your own worst enemy. There are many different ways to sabotage your 
efforts as a trader. Some of them are at the forefront of your mind, such as not planning your trade or not 
trading your plan, while others are deep seated; they lurk at the back of your mind and work behind the 
scenes. It’s wise to review the possibilities occasionally and make sure that you are not unwittingly sabotaging 
your own efforts to trade profitably and consistently.

Many traders are conscious of how they ruin their own trading efforts. The common way is to trade by the 
seat of one’s pants. Rather than clearly specify a trading plan and following it, novice traders often make 
up their plan as they go along. What usually happens, unfortunately, is that one doesn’t have a clear idea 
of when to enter, exit, or what to do when market conditions don’t meet their expectations. Without at 
least a general idea of what to do, one is likely to panic at key moments of trading and act impulsively. It is 
common to hear a novice trader say, “I don’t know what it is, but I can’t stick with my trading plan.” The usual 
explanation, however, is that the trader has not actually planned the trade; one’s “trading plan” is merely a 
vague, undefined idea of what to do, rather than a clearly specified plan that can be easily followed. Clearly 
specifying a trading plan that provides a clear roadmap is the best weapon against self-destruction.

Traders also sabotage themselves by failing to control risk adequately. They may trade undercapitalized 
accounts, for example, or they may carelessly risk substantial amounts of capital on a single trade. This is likely 
to produce a significant blow to one’s account balance should the trade be a donation. Whether the outcome 
is favourable is not the only relevant issue, however. Merely knowing that one is taking an enormous risk 
carries a toll psychologically. The added stress usually takes the form of extreme impulsivity. The best antidote 
to this problem is to carefully manage risk and minimise the potential negative impact of a donating trade. 
If you truly believe that you have little to donate on a single trade, you’ll feel more at ease, and you’ll be less 
likely to crack under the mental strain.

In the Mood

If you compare yourself to the most elite traders, you’ll rarely match their performance levels. You’ll feel 
frustrated and upset more than assured and satisfied. It’s more productive to set goals that are a little lower. 
It takes many years of persistence and experience to develop the skills of a seasoned trader. In the meantime, 
it’s useful to restrict your comparisons to your own past performance, and only do that when the market 
conditions are similar at both reference points. Even an expert trader doesn’t trade with the same level of 
success under different market conditions. Another way to feel that one is making progress is to set learning 
goals rather than performance goals. That is, don’t judge your trading performance solely on the dollar 
amount or percentage.

Similarly, it is vital to focus on the immediate experience of trading. Trading is an enjoyable endeavour, but if 
you are focused only on the profits, and on how much you’re making or donating, you’ll be distracted. You’ll 
feel anxious and stressed out. At high levels, these feelings aren’t conducive to trading. The more anxious one 
feels, the more trading mistakes one will make. If you focus on the ongoing process of trading, however, you’ll 
feel more at ease and creative. By enjoying the process of trading, you’ll continue to build up your trading 
skills and learn what it feels like to trade effortlessly and with confidence. 

10www.universaltradingsolutions.com/p/368590/

Science of Trading for Profit®



It’s easy to get sidetracked when trading. Trading is difficult at times, and it is easy to get stuck in a rut. By 
cultivating the proper mindset, however, you can persist even under adverse conditions. By setting realistic 
goals and by focusing on the inherent rewards that trading offers, you’ll be able to more effortlessly cultivate 
the mindset that will assist you in trading profitably.

Objectify the Trade in Motion

When you’ve got a big trade on, it’s hard to control your emotions. It is difficult to forget that real money is 
on the line, and that donating your stake is quite possible. As humans we naturally avoid risk. We don’t like 
donating. People are even willing to gamble a large sum to avoid a potential donation than immediately 
accept a smaller but certain donation. Similarly, traders may hold on to a donating trade, and continue to 
watch it negate their trading account, rather than face the end result. Why do we see money as so important? 
Money is associated with security, safety and happiness.

It’s also important to view profits and donations in terms of percentages. Rather than focus on concrete 
images of the actual dollars you are trading, which you will surely associate with what you can purchase with 
the money (such as car, house payments, groceries, or school tuition), you’ll be able to more objectively focus 
on the trade if you view profits and donations as abstractly as possible, as merely points or abstract digits. 

Cultivating a rational, objective mindset is essential for profitable trading. But when your money is on the 
line, it can be hard to remain objective. By limiting your risk, trading with money you can afford to donate, 
and viewing profits and donations in abstract terms, you can more easily stay objective and trade in a peak 
performance mindset. 

Always Feel Like Somebody’s Watching Me

Trading is a demanding activity. The best performers cultivate a peak performance mindset and attempt to 
reach their highest potential. Peak performers are carefree and independent. They don’t care what others 
think of them. The only opinion that matters is their own. Not everyone has an easy time cultivating a peak 
performance mindset, however. Some traders act as if someone is constantly watching them, waiting to find 
a mistake, and quick to offer criticism. It’s like having a parent or supervisor looking at everything that you 
do, sitting there ready and waiting to make you feel guilty when you do something wrong. But extreme guilt 
proneness isn’t going to make you a profitable trader. It is vital for success to realize that when it comes to 
trading the markets, it is just you, the markets, and no one else.

Trading is one of those rare professions where you can be socially incompetent, yet still be successful. It’s 
much like being an eccentric artist. Successful trading has nothing to do with getting along with people or 
trying to persuade them to do what you want. As long as you can develop a winning trading strategy and 
implement it flawlessly, you will be profitable. This isn’t the usual state of affairs, though. Throughout our 
lives, parents, teachers, and supervisors have told us that unless we obey the rules, we’ll get in trouble. When 
we break a rule, we feel guilty. Some people never learn to stop thinking that someone is looking over their 
shoulder, trying to find a mistake. Even when no one is looking, some people actually make up a type of 
pseudo-parent to follow. Such people pretend that there is someone out there, watching them, and that if 
they don’t follow the rules, they will get punished. They may even make up a set of rules to follow when there 
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aren’t any. Sometimes, these conflicts can be brought into the trading arena. Some traders search for rules to 
follow and think that rules are clear-cut. If you follow the rules, you’ll be successful. If you break the rules, you’ll 
be punished. Now, there are some “rules” or guidelines that are wise to follow. It is a good idea to manage risk, 
for example. And it may be a good idea to plan your trades rather than make up a trading plan on the spur of 
the moment. That said, many seasoned traders, though, would point out that even those rules are arbitrary. 
Active, professional traders don’t always carefully manage risk or carefully plan out what they are going to do. 

It is vital to acknowledge that you are alone when it comes to trading. It may be a little scary at first to admit 
that you are basically by yourself, but there is freedom in knowing that you are alone. You can do whatever 
you want, and no one but you needs to know about it. And thus, you can trade freely, spontaneously, and 
creatively. 

Motivating Emotions

Emotions rule everything in the markets. The decision you must make, however, is whether you are going to 
control your emotions in order to trade decisively, or let your emotions rule you. The astute trader is realistic 
as well as logical. It doesn’t do you any good to become overly disappointed when your strategy produces 
a donation or overly euphoric when you hit upon a winning streak. Extreme pleasant and unpleasant 
emotions can be very distracting. If you are angry, frustrated, or worried, you won’t be able to focus on 
trading consistently. Your attention will be elsewhere, and those negative emotions will extinguish the limited 
psychological energy you have to devote to trading. It is essential to keep negative, or unpleasant, emotions 
at bay. At the other extreme, it isn’t wise to feel too elated or euphoric. Extreme pleasant emotions are usually 
the flip side of extreme unpleasant emotions. That is, it is usually those traders who experience extreme 
unpleasant emotions when faced with setbacks who also experience extreme positive, euphoric emotions 
when suddenly faced with a string of wins. At moderate levels, pleasant emotions are motivating, but at the 
extreme, they may be associated with impulsive decisions, such as increasing one’s position size for no good 
reason or abandoning risk control strategies.

That said, it is almost impossible to be emotionless. Humans are emotional by nature. It is difficult to 
experience absolutely no emotion. In all likelihood, the closest we could get to an emotionally neutral 
state is indifference or boredom. Some seasoned traders say that it may be useful to feel indifference or 
boredom if that is what it takes to adhere with a trading plan and trade with discipline. But there is an 
obvious disadvantage: When you are bored, you don’t want to keep going. You will get tired easily and 
just want to quit. So what is the best way to cultivate an optimal emotional state? We know that negative 
emotions, such as fear, anger, and disappointment can be distracting. And we know that euphoria often 
leads to overconfidence and trading errors, and we also know that indifference and boredom can often have 
drawbacks. One possibility is to cultivate emotions that are only moderately positive, emotions that aren’t 
euphoric and prone toward overconfidence. One such strategy is to cultivate a fighting spirit. Rather than 
react to setbacks with frustration or fear, one can act strategically. You can approach the setback with a sense 
of humour and cultivate a positive, fighting spirit. This is not the same as being arrogant or overconfident, 
but realistically optimistic. You can welcome a challenge and look at the setback as a growing experience. 
In the back of your mind, you can use positive, realistic self-talk by thinking, “It may be difficult to meet 
the challenge, but with enough persistence, I’ll overcome it.” The key is to cultivate the proper amount of 
positive enthusiasm without overdoing it to the point of being so optimistic and that you are unrealistic and 
overconfident. 
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Never underestimate the power of emotions. Extreme optimism or pessimism can interfere with your goals, 
but by approaching problems strategically with a realistic sense of optimism, you’ll trade consistently and 
profitably.

Reprogramming Your Instincts

Humans have basic instincts for survival. They need to protect themselves at all costs. Technically, an instinct 
is inborn, such as the drives for hunger and sex. But humans are complex creatures in that we also have 
learned “instincts,” habitual ways of behaving that are so automatic and unconscious that they seem as if 
they are innate.  People react “instinctively.” They often act without thinking logically about their options, and 
tend to make poor decisions. Behavioural economists have demonstrated that people also make automatic, 
unconscious decisions when trading the markets. They are extremely risk averse. They enjoy the pleasure of 
a sure win, even a small one, but try to avoid the pain of donating at all costs. Yet there is no logical reason 
to show such an asymmetry regarding their decision making process. Investors also sell their winning trades 
prematurely so they can lock in their profits. These unconscious and automatic decisions reflect a strong 
human desire to avoid risk. As humans socially evolved, they learned to protect their survival by playing it 
safe. Playing it safe may be prudent for long-term investors, but for short-term investors who want to make 
huge profits, fear of risk and uncertainty is an impediment to success. It is necessary to identify this need for 
safety and security and “reprogram” yourself to work around it

The masses try to avoid risk and pain, and by doing so, they tend to behave automatically. Active, serious 
traders, in contrast, react more decisively. They carefully consider their options, good or bad, make a clear 
decision, and follow through. They know they may be wrong, but they realize that to trade profitably they 
must learn to trust their instinct and act on it.

Over time, and with extensive experience, you will develop perceptions and skills that will allow you to trade 
creatively and decisively. Once you have “reprogrammed” your behaviours, you may be able to unconsciously 
respond with your new “instincts.” But rather than following the masses, you’ll intuitively be able to act 
independently. And the more decisively and independently you can trade, the more profits you’ll realize. 

Knowing When to Fold

The most challenging aspect of trading is finding a trading strategy that will work reliably. The possible 
strategies are endless. Some traders carefully back test historical data and attempt to find a strategy that 
worked in the past, and bet that it will work in the future. Other traders intuitively feel that there are some 
points during the trading day that the markets are overbought and try to capitalize on a reversal. Regardless 
of the strategy one uses, though, one must have faith in the strategy when it comes time to execute the 
trade. There’s only so much that can be done before a trade is executed, but once you’ve done all the 
preparation you can do, you must decisively put on the trade and trade your plan. This is often easier said 
than done. When a strategy comes up winning over and over again, it is quite easy to trust it. But there are 
times when a strategy may seem to work more sporadically. At these times, one’s belief in the strategy may 
be questioned. What do you do then? It is tempting to just abandon the strategy and move on to a new 
approach. But if one moves from one approach to the next, and back again, one cannot trade consistently. 
In order for the law of averages to work in one’s favour, it is necessary to adhere with a strategy long enough 
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to see if it works. In the end, knowing when to adhere with a strategy or to abandon it is a perpetual conflict 
that all traders must learn to resolve and combat.

When you come across a strategy that works, make sure you capitalize on it. There are times when you hit 
upon a string of good luck. The odds are truly in your favour and you need to push yourself to make trade 
after trade to capitalize on chance. If you hit upon a winning streak, you would be wise to take advantage of 
it. You can’t capitalize on it, however, if you make trading errors or your confidence is shaky. This is where well-
honed trading skills are an asset. The more skills you have, the more easily you can execute trades flawlessly 
and take advantage of market conditions that are conducive to your strategy producing a winning streak. 

Just as there are winning streaks when a strategy works over and over, there are other times when there is a 
run of bad luck. A strategy that seems sound just doesn’t work. At these times, there is little you can do. 
The markets are so complex, and so many factors impact the market action, that it is impossible to know why 
a strategy may not work, and thus, there is no way to work around it. The psychological problem, however, 
is how to decide when to abandon a strategy and when to adhere with it. There isn’t a simple solution. You 
don’t want to abandon it prematurely, but on the other hand, you don’t want to stick with it and blow out 
your account. One solution is to decide beforehand how much of your account you will devote to a particular 
strategy. For example, suppose you have a strategy that is expected to produce a win 80% of the time, 
according to analysis of historical data. You may decide to make a dozen trades and risk about 25% of your 
account on the strategy. That is, in a worst-case scenario, you will be willing risking 25% of your capital. 
If your strategy is right, you won’t donate 25%. But if you encounter a run of bad luck, then your donations 
will be limited. This is a good compromise between abandoning your strategy prematurely and adhering 
with a donating strategy too long. 

Unfortunately, there’s no safe, foolproof way to decide to adhere with a strategy or to abandon it. You must 
decide in the end what to do, and it may just be a matter of instinct or an educated guess based on your past 
experiences. That’s what makes trading largely about psychology. Ultimately, being a winning trader is about 
your ability to make the right validated decision at the right time. 

Setting Goals

Successful people set high goals and make specific plans to achieve them. Goals can be motivating. 
The more specific you set a goal, the better. Abstract goals often seem impossible to achieve and are weak 
motivators. By breaking down a larger goal into specific steps, or sub-goals, you will be more likely to achieve 
the goal. Rather than an undefined fantasy, specific goals help you see how even a seemingly unattainable 
goal can be realized. When you visualise the specifics, you will be more able to develop plans for achieving 
your goals. When specific goals help you see how your broader goals can be achieved, they can be highly 
motivating. But goal setting isn’t straightforward when it comes to trading. Sure, you shouldn’t set the goal 
of becoming a “winning trader” without a specific set of sub-goals, such as planning to learn specific trading 
strategies or planning to practice executing trades in a variety of market conditions over time. It is possible, 
however, to set a performance goal that is so specific that it interferes with your ability to trade in a peak 
performance mindset. Trying to reach a specific dollar amount per day, for example, can be motivating to 
some traders but self-defeating to others.

There are usually several advantages to setting specific goals, but setting a specific dollar amount when 
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trading has disadvantages. For example, traders may make poor, impulsive decisions when attempting to 
achieve a specific dollar amount. They may overtrade. They may take poor trading setups because they feel 
a sense of urgency to reach a specific dollar goal. This approach usually fails. When poor setups are taken, 
traders often end up losing money. In addition, a daily or weekly dollar goal tends to make one think that he 
or she should trade every day, regardless of whether the market has opportunities, or regardless of whether 
one is in an optimal psychological state. It is often wise to let the market tell you how much it is willing to 
give you on a particular day or week. You can’t always dictate how much you can make. It’s also wise to 
stand aside when you see conflicting market information or when you are in poor spirits. By setting a specific 
amount to make, though, you’ll tend to feel guilty about staying out of the markets when you are either in 
poor spirits or when the markets are just not conducive to profitable trading. 

Although it is necessary to trade profitably, it may not be wise to focus on trying to reach a specific dollar 
goal. This puts pressure on you to perform, and when the pressure is on, most buckle under the strain. It is 
better to trade in a more carefree way. Focus on the process of trading. It is a paradox, but when you focus 
on outcomes, you will have trouble reaching them. When you focus on the process of trading, and act as if 
you just don’t care what happens, you’ll end up making more profits. Rather than focus on dollars, focus on 
whether you follow your trading plan. Look at how many justified wins you achieve, rather than the dollars 
you make. If you trade consistently and according to plan, you’ll end up profitable (assuming you use sound 
trading methods). In addition, you will feel more carefree and detached from the outcomes. When you focus 
on dollar amounts, you’ll tend to think of the money in concrete terms; you’ll think of what you can buy with 
the money, rather than think of it as just abstract points or ticks that you work with. 

Goals can be motivating when used in the proper way. It may be nice to occasionally look at how much 
money we are making, such as once a month. If we focus on it too much, however, it can be a disadvantage. 
We will put extreme pressure on ourselves to perform. We may feel euphoric when we make big wins, 
but discouraged when we face donating trades. It’s better for our emotions to keep things as objective as 
possible, and that usually means focusing on the process of trading consistently and decisively. The more you 
can focus on the process, the more profitably you’ll trade in the long run. 

The Mentally Tough Trader

Winning traders have learned to handle extreme levels of stress. The markets are chaotic and unpredictable; 
in other words, they are stressful. The mind has limited resources, and when you feel stressed, too much of 
your resources are devoted to managing the stress. Little energy is left to focus on trading. Did you ever “cram” 
for an exam in school? It takes twice as long to learn material when you cram. Why? It’s because you are more 
stressed when you are trying to learn in a pinch. When traders are struggling to cope with the chaos of the 
markets, they are similarly trying to perform in a pinch, under less than ideal circumstances. As they push 
themselves to the limits, they extinguish available psychological energy. As they use up resources, they have 
little psychological energy left to trade effortlessly. They are more prone to panic and may ride an emotional 
roller coaster as they face winning and donating trades. It’s essential for survival to be able to cope with the 
ever-increasing demands of the markets.

Dr. James Loehr in his book “Stress for Success” notes that if one can learn adequate coping skills, events 
that usually produce stress need not necessarily produce the stress response. One can develop “mental 
toughness” as Dr. Loehr calls it. The mentally tough person can endure high levels of stressful events, yet not 
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feel it. Coping with stress is similar to weight lifting, according to Dr. Loehr. If you lift more than your body can 
physically handle, your muscle tissue will be damaged. But, if on the other hand, you never push yourself to 
the limits, you’ll never develop additional strength. One must build up muscles gradually. Stress management 
works in much the same way. You don’t want to damage your psyche by trying to handle too much stress, 
but on the other hand, if you shy away from stress, you’ll never be able to take the stresses and strains of 
the markets in stride and trade effortlessly, and in a peak performance mind state. The key is to learn how to 
handle greater levels of stress, but also find time to recover. When it comes to the markets, for example, it’s 
tempting to trade all day, and work late into the night back testing or learning about new trading strategies. 
Working tirelessly at such a pace is bound to wear you out eventually, however. It is vital to rest and recover. 
That doesn’t mean shrinking back from the markets, but learning to deal with the pressures of the markets at 
a gradual, realistic pace.

By pushing yourself to greater levels of challenge, but at the same time, resting and recovering, you can build 
up mental toughness in the same way that a weight lifter can handle greater and greater loads. First, it is 
vital to get as much rest and relaxation as possible. People who do not get the proper amount of sleep have 
limited psychological resources to cope with daily stressful events. Getting extra rest is vital. This may mean 
taking planned naps during the day to rejuvenate. Don’t make the mistake of thinking that you’ll be “missing 
out” on a trading opportunity by taking a break. Look at it this way: How much are you going to make if you 
are too tired and wiped out to focus on the market action and trade effortlessly? The proper amount of rest 
can increase your ability to cope with stress. Second, it is also important to exercise and eat nutritious meals. 
Emotions are physiological responses. The more energy the body has to cope with stress, the more “tough” 
the body can be when extreme levels of stress are encountered. Regular exercise helps the body and mind 
release pent-up stressful emotions. By making sure you allow your stressful emotions to dissipate, your body 
and mind will recuperate and be ready to deal with extreme levels of stress.

Trading is stressful and demanding. It takes psychological energy to cope with the chaotic markets day in 
and day out. By taking preventative steps to prepare to cope with the stress, you can develop a sense of 
mental toughness that allows you to be more resilient during the trading day. The less impact stress has on 
your mind and body, the more energy you can devote to trading. You’ll trade more effortlessly, logically, and 
profitably.

Matching Commitments To Expectations

A prerequisite of successful trading is specifically defining your style of trading and the amount of effort you 
plan on devoting to the profession. How you address these two issues directly impacts your results. From a 
psychological standpoint, the more realistic you are about your potential results, the better you’ll feel, since 
you won’t be continually disappointed when your results fall short of your expectations. Styles of trading 
usually refer to the amount of risk a trader takes on and the length of time a trade is held; for example, scalper, 
daytrader, swing trader, or long term investor are the usual ways that styles of trading are defined. Each style 
has its advantages and disadvantages. A second issue, however, is the amount of commitment a trader 
devotes to the profession. Is trading merely a form of entertainment, a part-time career, or a full time job? 
There isn’t a “right” way to approach trading, but since the amount of effort and commitment you put into 
trading has a direct bearing on the results you should anticipate, it is useful to make sure your commitment 
to trading matches your expectations
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Many people approach trading as a hobby rather than a job. Instead of playing the lottery or gambling as 
a form of recreation, they trade a small account. There’s nothing wrong with approaching trading from this 
point of view, as long as you are realistic about the potential profits you’ll make. In reality, you may make 
relatively few profits by approaching trading as a hobby. Indeed, some trading experts warn that you’ll donate 
money unless you put in adequate time and effort. First, if you’re like most recreational traders, your account 
size will be small. It will be hard to cover commissions with a small account. Second, because you approach 
trading as a hobby, it will be difficult to find profitable trading opportunities. It takes time and effort to find 
such opportunities, and it is unlikely that you’ll put in adequate time if you treat trading as a hobby. So if you 
approach trading as a hobby, your profits may be limited.

At a minimum, it is wise to treat trading as a part time job, a job where you put in at least 30 hours a week. 
This is the optimal approach for most traders who use trading as a secondary source of income. By putting 
in a relatively large amount of effort, you can find profitable trading opportunities and hone your trading 
skills until you become consistently profitable. It is necessary, however, to also have a relatively large trading 
account to make sufficient profits, and cover commissions and drawdowns. It doesn’t matter how much time 
and effort you put into trading if you just don’t have enough capital to trade. It is important to realize that 
profitable trading requires both adequate commitment and money. 

A very rare group of traders are full-time professionals. They devote a substantial amount of their time to 
trading and must continually search for new methods to stay profitable. Full time professionals tend to trade 
institutional funds or have large personal accounts. It is essential to realize that full-time professionals, though, 
tend to devote over 40 hours a week to the profession. Not everyone is willing to make the personal sacrifices 
it takes to trade as a professional. But those who do put in the effort and achieve consistent profitability can 
reap large rewards from trading. So if you are seeking huge returns, you may want to get the proper training 
and backing to trade as a full-time, active professional.

It is useful to match your expectations to your commitments. The amount of profits you can expect to make 
is directly related to the amount of commitment you devote to trading. If you have a small account and put in 
little commitment, you shouldn’t expect to make large profits. But, on the other hand, if you devote enough 
capital and commitment to trading, you’ll achieve significant success. 

Contagious Moods: Don’t Catch a Bad Mood

Traders who are independent minded see the most profits. It is hard to go it alone at times. There are times 
when it is difficult to avoid following the crowd. Humans are risk averse and they feel more comfortable 
getting confirmation from the crowd rather than going out on their own, and potentially feeling the pain of 
making a wrong decision. These two mechanisms place humans in a vulnerable position, however. They are 
prone to emotional and thought contagion. Emotions and thoughts can be contagious. It is vital that you 
take precautions to avoid catching a bad mood.

Consensual opinion and moods can be contagious. An analyst may talk up a tech stock, for example, spurring 
a few traders to buy. Next, a few other traders see the initial phase of buying. They buy in order to go along 
with the crowd. Soon more traders buy, and so on, and so on... If you are at the start of a buying spree, you 
can capitalize on the crowd pushing up the price. But usually, a typical trader isn’t aware of the conformist 
nature of the trend. Rather than getting in at the start of the trend, most enter the market after the trend 
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has initiated and right before a reversal. Their need to follow the crowd and experience the secure feeling of 
validation from the crowd usually means that they end up selling their positions at a point of weakness in 
which the majority of market participants are trying to also sell their positions. 

The socially skilled person is able to astutely identify social rules and follow them. This adaptive tendency 
may not be useful when trading the markets, however. The adaptive tendency to discern what the masses 
are doing, and the feeling of comfort that comes with following them, can be counterproductive. It is more 
useful to be a rebel, a person who goes his or her own way, and looks inward for what to do. The winning 
trader steps back from the crowd, and attempts to identify the optimal point to buy and sell. This usually 
requires buying right after a reversal and selling at the start of an up trend. In other words, one must go 
against the crowd at times to profit from the behaviour of the masses. This requires putting conformist 
tendencies aside temporarily and making a courageous move to go against what the masses are doing.

But the tendency to follow the crowd is strong, and you must take preventative steps to ensure that you 
don’t naturally follow the masses. Two basic strategies can be taken. First, anticipate the strong tendency to 
follow the crowd. If you are aware of the powerful influence of the crowd, you can go against them when 
you need to. Second, know your personality. Are you pessimistic or optimistic? If you are overly optimistic 
or overly pessimistic, you’ll be prone to follow the emotions of the crowd. If you are easily discouraged, you 
may want to sell as the rest of the crowd is selling. If you are prone to irrational exuberance, and are prone 
to becoming overly optimistic, you may unrealistically become enthusiastic as you see the masses buy. If left 
unchecked, you may allow your emotions to match what the masses are doing, rather than look inward in 
order to identify the most prudent investment decision. Rather than catch the thoughts and moods of the 
masses, you must anticipate their thoughts and feelings and trade against them rather than with them, which 
usually means selling when they are buying, waiting for a turning point, and then buying when the masses 
are selling. So rather than follow the contagious moods of the crowd, learn to look inward and go your own 
way. Rather than being a slave to the whims of the crowd, you’ll be able to benefit from the behaviour of the 
masses, capitalizing on the tendency for people to follow the herd rather than go their own way. The more 
you can think independently, the more you will be inoculated from the contagious opinions and emotions of 
the crowd. 

Going With Your Gut Instinct

Seasoned traders aren’t afraid to go with their gut instinct. After years of experience, an astute trader’s gut 
is the unconscious integration of all essential market information, the minimum amount of information 
required to make a sound action plan. All inputs are filtered through the seasoned trader’s mental working 
models, analysed, and reflected as an instinctive valid and comprehensive feeling. Top-notch traders develop 
gut instincts and use them properly. But before a novice trader tries to use a gut instinct, it is necessary to 
learn just what a gut instinct is and how it should be developed.

At first glance, going with a gut instinct while trading seems counter-intuitive. A popular conception of 
trading is that market information is painstakingly analysed and a logical conclusion is drawn. When one first 
starts out trading, it is essential to carefully understand the processes of how a decision is made. One should 
clearly specify the indicators, market conditions, and assumptions that are used to arrive at a decision. A 
novice trader is bound to make bad decisions at first. He or she is unaware of the various market conditions 
that may exist, or how to use market indicators efficiently and realistically. After years of experience, though, 
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what was once deliberate and conscious becomes automatic and unconscious. Similar to learning any 
skill, trading requires that one behave deliberately and carefully at first, but over time and after various 
experiences, one can act more naturally. It’s similar to how you discovered how to drive a car or play a sport. 
Initially, you purposefully thought about each step and made sure you didn’t miss an important step, but 
now, you can act flawlessly and with little mental effort. It is the same for trading. Initially, you have to look at 
a variety of indicators carefully and think about the usefulness and meaning of each one, but over time and 
with practice, you can act decisively. That said, it is vital to realize that it is only after years of experience that 
a trader can make accurate, intuitive judgments. Just as you wouldn’t want to make misinformed, impulsive 
judgments, you don’t want to assume that you can make experienced decisions without actually having 
enough experience to rely on. 

It is useful to practice making intuitive decisions. Early decisions may be inaccurate, but by gaining as much 
experience with the markets as possible and making as many trades as possible, the novice can build up an 
expert level of trading knowledge and trading perceptions that can be used later to make quick and accurate 
decisions. After you develop the ability to make intuitive decisions, you can more easily go with the flow and 
trade in the zone. You can react quickly to ever changing market conditions and capitalize on rare market 
moves. You’ll trade more efficiently, and the more efficiently you can trade, the more profits you’ll realize.

Trusting Your Intuition

Many people who begin trading think of it in purely mathematical terms: If the ultimate multiple regression 
equation could be devised, one could simply put in the inputs and get the outputs. The outputs could be 
used to forecast the markets. The working assumption seems to be that the markets can be predicted in 
much the same way that engineers can use equations to construct a bridge. But the markets are far less 
consistent, and in some ways, they are more complex. In contrast to what a novice trader may expect, 
seasoned traders tend to rely on abstract feelings rather than facts. They trade intuitively. How do you observe 
the world and gather information about it? Do you just want the facts and the specific details and none of 
that “touchy-feely” stuff? Or are you more intuitive? You don’t believe in “facts.” You think reality is subjective 
and prefer to think in theoretical and abstract terms. It is useful to identify whether you are intuitive or data 
oriented. If you are data oriented, it may be useful for you to learn to trust your intuition.

Philosophers have contrasted the “intuitive” to the “sensor.” The Sensor type prefers cold, hard facts and 
sees the world as rational, predictable, and orderly. Intuitive types are more fanciful, and see the world as 
random, theoretical, and conceptual. A trader who is a sensor may want to know the specific price level 
where resistance begins. He or she would prefer to follow a specific set of rules and may want to pin down 
exactly where an abstract value, such as resistance, begins and ends. An intuitive trader, in contrast, views 
the “rules” to identify resistance as merely guidelines, which may work at times but not always. For example, 
perhaps resistance will be a round number or a previous peak or trough, perhaps it will not. No one knows 
for sure; such guidelines are just possibilities, not hard and fast rules. Sensors look at market concepts literally, 
believing they are true-life entities, rather than just abstract concepts. An intuitive trader looks at the markets 
in a figurative sense. All signals and indicators are subjective in the end, may be a little inaccurate, and are a 
mere approximation of reality. There’s a good chance they will be wrong and that’s all right. 

When it comes to the markets, it’s generally advantageous to be an intuitive trader. Reading charts and 
getting a feel for the markets is subjective in the end. Trading decisions are merely based on educated 



guesses. So if you are a “natural” intuitive type, you’ve got a head start. And if you are a data-oriented, sensor, 
attempt to nurture your more intuitive side. Become an intuitive trader, and you’ll see your profits grow. 

Forward Thinking 

The famous psychotherapist Fritz Perls once noted that people feel anxious and fearful when they worry 
about, and mull over, their past mistakes or worry about the future. A peak performance mindset is where a 
person focuses on the ongoing action, the here-and-now experience. The more you can stay in the moment, 
rather than worry about the past or the future, the more you’ll be able to trade profitably.

The wise person learns from his or her mistakes. We’ve heard this sage advice over and over. There’s some 
truth in it. It would be foolish to touch a hot stove more than once, or fail to prepare for your driver’s test and 
end up failing. When it comes to trading, it is similarly wise to plan your trades carefully and manage your risk. 
There are general pieces of advice that it would be wise to follow, and if you need to learn it for yourself, do so 
only a few times and then follow conventional wisdom. Indeed, there are some events in life where it is useful 
to learn from a mistake or to learn from others’ mistakes. But there are times where there is no lesson to learn, 
yet we over-analyse the event, and regurgitate over it incessantly, trying to interpret what it all means. 

If every event we faced were exactly the same, then it would be wise to dissect all past events in detail, and 
find out what went wrong, so as to avoid making the same mistake the next time. But one event is rarely like 
another event. For instance, when asking a potential romantic partner out on a date, there isn’t one right way 
to do it. People are different and what works on one person doesn’t work on another. It doesn’t make sense to 
search for the perfect method because there isn’t one. It is the same for trading. Market conditions are never 
the same. The best you can do is approximate what you think is happening, implement a trading strategy 
and see if it works. If the right conditions just happen to be there, you’ll profit. If the conditions weren’t there, 
then there was nothing you could have done about it. You just need to accept the fact that nothing is certain, 
accept the outcome, and move on. If you mull over it, however, you’ll gain little. You’ll just feel bad about 
yourself and may start building up inhibitions and self-doubt, which will subvert your efforts in the end. 

When it comes to trading, it is better to look toward the future. Think positively, gain as much experience as 
possible, and move forward. Don’t mull over the past, looking for past errors. You will just waste your time 
worrying, when you could be trading and building up the skills you need to trade profitably and consistently.

The Drive to Succeed

Few traders become consistently profitable. Some may achieve early success, but it is often short-lived. 
Others may hit upon a winning streak, but eventually the streak ends. It is a hard fact to admit, but long-term 
success eludes many traders. It is the rare trader who has a strong drive to succeed who makes it in the end. 
There are common traits of people who succeed, and it is vital for survival as a trader that you make sure you 
possess these characteristics. By acting like a success driven trader, you’ll put yourself on the path to success. 
Make sure you possess the characteristics of the success driver trader.

What characteristics do success driven traders possess? They persist until they reach an objective. They are 
not easily discouraged. They push themselves to the limits and build up their skills until they achieve high 
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levels of mastery. And in the process, they develop rock-solid confidence. They do all of this as rapidly and as 
independently as possible, but they are also extremely organized and focused. When it comes to completing 
tasks, for example, they tend to pass quickly over easy tasks to complete more difficult ones. They set priorities 
and devote the bulk of their efforts to the tasks that really matter, while ignoring tasks that may have relatively 
little impact. 

They carefully monitor their performance and seek out feedback that is specific and concrete. They would 
rather have honest, accurate feedback that addresses their shortcomings in scrupulous detail than sugar 
coated fluff that merely makes them feel good temporarily. They aren’t afraid to face their shortcomings head 
on. They work independently, and focus on their own internal standards. They are not concerned with the 
performance of others. Although they are extremely competitive, they don’t compare themselves to others. 
In the end, they are not consumed with doing better than others, but enjoy the process of trading. They look 
inward rather than outward when determining how well they are doing. 

If you want to achieve long-term success as a trader, it is essential to cultivate the mindset of a success driven 
trader. Work tirelessly to achieve your goals, but also be organized and spend your time wisely. For example, 
don’t waste your time debilitating about which one of many equally potential profitable opportunities to 
take. Pick one and devote the rest of your time and energy to outlining a detailed trading plan. Map out 
strategies for entering, exiting, and controlling your risk. Once your plan is outlined, execute if effortlessly. 
Don’t be afraid to face your limitations. Work around them, and approach them with a realistic sense of 
optimism: If you work hard enough and put your effort in the right places, you’ll be a profitable trader. 
Through repeated practice, you’ll eventually build the skills you need to master the markets and achieve long-
term, lasting success.

The Big Comeback

Despite all our best efforts, it’s hard to pick ourselves up after a fall. You’ve heard it time and again: Traders 
must learn to expect donations, take them in stride, and recover from them. Depending on your track record, 
however, this is often easier said than done. Sure, if you are a seasoned trader, and have rock solid confidence, 
it is relatively easy to take a severe drawdown in stride, keep trading, and win back what you’ve donated. 
Novice traders don’t have it as easy. A severe drawdown may actually reflect a lack of trading skills. When a 
novice trader tells himself or herself, “I don’t have the skills to trade profitably and I should just give up,” there’s 
a grain of truth in it. It is hard to pick oneself up after such a severe fall because in the back of your mind, 
you think your fears may be legitimate. In the end, however, such a cynical view is never going to allow you 
to achieve the financial success you dream about. The only way to become a serious, winning trader is to 
keep trading, gain extensive experience, and hone your trading skills. That isn’t going to happen if you feel 
stagnated and paralysed after a setback. Fortunately, there’s a lot you can do to pick yourself up and press on.

After we’ve faced a severe setback, it’s hard not to feel extremely disappointed. Most people feel insecure 
to some extent, and a major depressive state of thinking brings out this sense of inadequacy. The mind 
is wired to make this happen. Our memories are linked such that when one bad memory is triggered, 
others are triggered as well. It’s a viscous cycle; a failure occurs, then another failure is remembered, one’s 
disappointment intensifies, another failure is recalled, and the cycle continues. It is important to break the 
cycle before it intensifies. 
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There are two ways to stop the viscous cycle from turning a minor setback into a major disappointment. 
First, make a list of triumphs you’ve made as a trader. When you face a setback, you can read through the list 
and remind yourself of the times you have succeeded. This list of memories of successes will counteract your 
tendency to recall past failures. When you recount your past triumphs, your mood will turn from pessimism 
to optimism. Second, you must address the possibility that you may truly believe that you lack trading skills 
and can never really become a profitable trader. Obviously, such a belief isn’t going to help you persist 
after a setback, but there may be some truth in it, and if you merely try to deny it and block it out of your 
consciousness, it may have a more powerful adverse influence on your motivation. The best way to neutralize 
this thought is to acknowledge it, and refute it. Remember to think in terms of the big picture. You may not 
have adequate trading skills right now, but if you work long and hard enough, you can develop the skills 
you need to trade consistently and profitably. Remembering this fact will powerfully influence your ability 
to recover from a setback. By trading one day at a time, and making trade after trade, you can gain valuable 
experience with the markets, and hone your trading skills until you become a consistently profitable trader. 

Don’t let a minor setback turn into a major slump. Take proactive steps to stop the downward spiral of 
negative thinking. Think realistically yet positively. By accepting your limitations and fighting to develop your 
trading skills, you can make a dramatic comeback and achieve financial success. 

The Paranoid Trader

“I think I’m paranoid. When I put on a trade, I feel as if the market is out to get me. It’s a problem. I’m always 
on edge. I feel as if I need to defend myself. And when the market goes against me, I get very angry. I want 
to get revenge.” Does this sound familiar? Being paranoid when it comes to trading the market isn’t always a 
symptom of deeper psychological trouble. A little paranoia may even be healthy when trading the markets.

A common definition of psychopathology is a mismatch between a person’s character style and the context, 
or environment, in which he or she lives. For example, an extremely shy person is only viewed as having a 
psychological problem if he or she has a job that demands extraverted interactions with many people, such 
as a sales representative. If the shy individual never has to speak to another human being to survive, his or her 
shyness is not a problem. When it comes to paranoia, extreme paranoia often poses a problem. Dr. Richard 
Geist, argues in his book “Investor Therapy” that suspicious investors are out to expose a sham. They try to find 
a scandal that may impact the prices of a particular company’s stock, such as unethical accounting practices. 
Suspicious investors are very rigid. They usually have a preconceived notion that something is amiss and tend 
to only focus on evidence for their supposition that something is definitely wrong. 

At an extreme, paranoia can pose a problem for traders. Although the market is composed of people who are 
all trying to make a profit, even at the expense of other market participants, it isn’t useful to look at trading 
this way. Fellow market participants aren’t usually against a particular trader (unless it is a rare event where a 
thinly traded stock is “manipulated” by a few key players). Believing that your fellow traders are out to get you 
personally is just going to make you anxious and upset. It is more useful to view the market as an abstract 
entity, such as gravity or the wind. It is something to navigate around, rather than treat as a person who is out 
to get you and deserving of blame. That said, there are times when a moderate amount of paranoia is realistic. 
Seasoned traders warn to be wary of anything you hear. Trading is replete with get-rich-quick schemes and 
methods that may work today but fail next month. 
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In the end, a paranoid trader is likely to feel unnecessarily upset. It is vital to trade with a carefree mindset. 
“Don’t take it personally,” is the credo that all traders should follow. Objectify the market. Don’t personify it. 
You’ll be less prone to paranoia, and you’ll trade more effortlessly, consistently, and profitably.

Overly Attached to the Market 

Trading can be very emotional. Money is often associated with security, and so when our money is on the 
line, we may think that our sense of safety and security is also on the line. What is a mere monetary loss 
to some can be an emotional loss to others. Sometimes, and for some people, one’s emotional side may 
over-power one’s rational and logical side. And when that happens, trading errors are likely to follow. For 
some traders, self-doubt, fear, and uncertainty may be the result of psychologically deep, early childhood 
experiences. It may go back to the early bond formed between parent and child.

The way you interact with the markets may be similar to the way you interact with significant others in your 
personal life: You may personify the markets. When personified traders interact with the markets, they tend to 
believe they will face the same reactions they expect in interpersonal relationships, which in both cases may 
be a hindrance. In “Trading in the Zone,” for example, Mark Douglas points out that traders often equate losses 
in the markets with their parents punishing them for breaking their rules. When the markets are viewed in this 
way, donations take on a greater personal significance: they are a deeply felt threat to one’s basic well being. 

Having an “insecure” attachment style may colour the way some traders view the markets. They are unable to 
cope with uncertainty in general and afraid of the uncertainty of the markets in particular. But the markets 
are not certain, and one must learn to cope with uncertainty. There is no such thing as a safe trade, and being 
afraid to venture out into the chaotic unpredictable market hinders performance severely. 

It is important to determine if you have a “secure” or “insecure” attachment style when it comes to the markets. 
Not everyone may personify the markets in this way, but if you do, it is useful to be aware of it, explore it 
further, and try to gain control of it. The more awareness of your psyche you can gain, the more you can trade 
in a peak performance mindset.

Controlled and Relaxed

Have you ever had a bad day when nothing seemed to go right, a day where it seemed as if every decision 
you made was wrong? Perhaps you bought at every top and went short at every bottom. Or you panicked 
and impulsively made a trading error. When things don’t go your way, it is easy to talk yourself into a deeper 
hole. One little thing builds upon another little thing until, finally, it seems as if you are in a pit of despair that 
you can’t climb out of. Some traders ride a rollercoaster of emotions, flying high after big wins and falling hard 
as the losses mount. The optimal way to trade lies between these two extremes, however; one is neither too 
euphoric nor too desperate, but right in the middle. The winning trader is calm and relaxed, ready to trade 
effortlessly.

Achieving an optimal mental state is often more easily said than done. By its very nature, trading is stressful. It 
is often difficult to counteract the stress. So how do we achieve a state of relaxation conducive to profitable 
trading? A few specific steps can be taken to reduce the stress and uncertainty, and help you cultivate a 
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calm and winning mindset. For example, take partial profits on winning trades in order to create a “risk free” 
trade. Once a trade makes enough profit to cover the initial stake, sell off part of the position to remove the 
initial stake you invested. Psychologically, you’ll feel as if you have little to lose. Ideally this should be done 
early in the trade, so that the psychological benefits are available for as long as the remainder of the position 
is held. Even if you are shooting for big profits on a specific trade, it will work wonders for cultivating a calm 
and relaxed mental state if you take just a small partial profit early on.  There are additional ways to take 
precautions to minimize emotional ups and downs. Managing risk is vital for your long-term survival, for 
example. By managing risk, you know that should you encounter the worst-case scenario, you can survive 
and continue trading. There are many ways to control risk, and thus, control your emotions. One may limit the 
amount of money that is risked on a single trade to a relatively small percentage of one’s trading account. It 
is also useful to use a stop loss, either formally or informally. One may set a formal stop loss with a broker or 
use the automatic settings of a trading platform. You can also use a mental stop loss to decide beforehand 
at what point to exit should the market go against the trade. Knowing deep down that a potential donation 
is minimized can do wonders to reduce feelings of anxiety and doubt. Once you know you can survive a 
potential setback, you can feel free and relaxed knowing that you have a safety net. 

The winning trader is the calm and relaxed trader. But it isn’t always easy to cultivate such a mindset when 
one is trading chaotic and unpredictable markets. By taking specific precautions, you can feel a sense of 
assurance and trade profitably and consistently. 

Don’t Hesitate, Move On With the Trade

Trading demands decisive action. Executing a successful trading plan often requires that one make a quick 
decision when optimal market conditions present themselves. But it is often hard to make such decisions 
when your money is on the line. There’s a natural inclination to avoid risk. Novice traders often deal with this 
fear of loss by over-thinking and over-analysis. They may tediously study indicator after indicator, even though 
many are redundant and converge. They may irrationally believe they have missed something. Although 
understandable, this kind of decision-making often leads to trading errors. It isn’t necessary to over-think and 
over-analyse. It is more useful to decisively execute a trade and move on. 

Careful analysis of all possible alternatives and all possible consequences of one’s decisions is the hallmark 
of good decision-making. It is prudent in all financial decisions, and it’s important for trading as well. It’s 
important to avoid impulsive decisions where one takes unnecessary risks. It’s vital to have a clearly defined 
trading plan, for example. Clearly define the signs and signals that indicate your trading plan is corrupt, 
suggesting that you should close out the trade to protect your capital. It is also important to manage risk. 
Make sure that a single trade doesn’t have the potential to completely wipe out your trading account. It may 
be useful to conduct a thorough analysis before making a decision, but it isn’t useful to become completely 
paralysed by it.

Traders who have trouble acting decisively have an attachment need to seek out certainty and security. 
Uncertainty often represents insecurity. It’s not merely that they have a pessimistic outlook, although they 
have one. They equate money with psychological security; donating money represents not only a loss of 
financial security, but also a loss of basic emotional security and well being. These feelings are natural and 
understandable. Money does provide security, and so, if you are risking money you can’t afford to donate on a 
trade, it will be hard to shake this feeling. The best remedy is to trade money you can afford to donate, and to 
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manage risk. The other remedy is to learn about and use reliable trading strategies. In the end, all you can do 
is to just try to do your best. You can’t trade like a seasoned professional over night. Trading requires that you 
gain experience with different methods and trade under various market conditions. Over time, you’ll develop 
the skills of a seasoned trader.

In the end, becoming a seasoned trader requires taking risks. Putting your money on the line is hard to do, 
especially for a novice trader who knows he or she is likely to lose it. That’s why it is vital to control risk and 
trade with a detailed trading plan. It won’t prevent donations, but it will minimize them. If you can continue 
to practice trading, you’ll survive the learning curve and become a winning trader.

The Benefits of Under-Trading

Have you ever put on a trade to combat boredom, or just because you think you should? You may be 
overtrading, and in the long run, the commissions and taxes that overtrading costs you can eat into your 
overall profits. 

Overtrading is the tendency to put on trades unnecessarily, haphazardly, and without a specific trading plan. 
Behavioural economists and trading coaches have proposed various reasons for overtrading. Some traders 
may overtrade merely because they assume, “a real trader trades all day,” while other traders may crave the 
excitement that excessive trading brings. Still others may overtrade to cope with a general frustration they 
feel in their lives. For them, putting on trades is like playing the lottery: every trade brings hope of success 
and a state of euphoria. Others are just plain greedy and hope to make as much profit as possible during the 
trading day. Overtrading doesn’t usually pay off, however.

Behavioural economists Drs. Barber and Odean studied trading patterns at a large brokerage firm. They 
identified traders who over traded based on the number of trades they made and examined the amount of 
profits each group realized over the course of a year. They wanted to see whether these traders could beat 
investors who used a simple buy-and-hold strategy. Average annual turnover was 250% for over traders and 
2.4% for buy-and-hold investors. It is quite interesting, however, that although both groups achieved an 
18.7% gross return on their investments, the net return differed greatly. Due to commissions, the overtrading 
group had a net return of 11.4% while the buy-and-hold group had a return of 18.5%. Capital gains taxes from 
repeated, unnecessary trades further reduce account balances. 

Barber and Odean’s study was conducted with long-term investors, but what are the implications for traders? 
The reasons for overtrading are very similar regardless of the timeframe one trades: Some individuals put on 
trades for the thrill of making a big win, while others over-extend their trading knowledge or trading abilities. 
Regardless of the reasons, the net results are the same: unnecessary depletion of precious trading capital. 

One of the best antidotes to overtrading is to develop and trade very detailed trading plans. It is to your 
advantage to develop a specific trading plan and stick with it. Before you put on a trade, make sure your 
trading plan is clear. Identify the signals or indicators you will use to monitor the trade. Anticipate which 
indicators will signal when a trade is going against you. Justify your trading plan, and make sure that you 
have sound reasons for putting on a trade. Make sure you are taking advantage of a good setup, rather than 
impulsively acting on the urge to put on a trade. Through careful self-monitoring of your trading plan, you 
can reduce overtrading and the potential damage it can do to your trading account. Limiting your trades will 
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not only increase your chances of making profits, but you’ll feel a sense of psychological stability that comes 
with consistently profitable trading. 

The Highly Motivated Trader

When novice traders start out, they are extremely excited. They dream of success and the recognition that 
huge profits will bring. Some achieve early success, but many soon discover that achieving consistent 
profitability is elusive. Many are drawn to trading, but few can trade profitability. The winning trader is a 
special breed, a person who is highly motivated, but at the same time, he or she is realistic and able to persist 
in the face of adversity.

It’s easy to get yourself “psyched up” when you first start out trading: One can merely convince himself or 
herself, “All I have to do is apply myself and I’ll achieve profitability.” This can often be a useful positive attitude, 
but the “power of positive thinking” doesn’t usually go very far in terms of achieving trading success. It makes 
you feel good in the short term, but then you find that mere hard work and persistence doesn’t pay off. It is 
necessary to use sound trading strategies, expose yourself to a variety of market conditions, and hone your 
trading skills. Successful trading requires talent, and there’s no way to develop one’s talents without extensive 
practice.

Although a positive attitude is useful, a healthy scepticism is paramount. When it comes to trading, you can’t 
believe anything your read or hear. Even when a trusted mentor teaches you the “conventional wisdom,” it 
is essential to remember that so-called conventional wisdom is true only when it is true; it is false the rest of 
the time. History in the markets only repeats itself when it does. The only time you actually know that you’ve 
stumbled upon a profitable trading strategy is when it, indeed, produces a profit. Convincing yourself you can 
master the markets with sheer determination and willpower isn’t going to get you very far. You must accept 
the fact that, in the end, trading is like a game. You’ve got to take it seriously on the one hand, but learn to 
enjoy the process on the other. Traders take the game seriously in that they acknowledge that real money is 
on the line and it is likely that real donations can wipe out one’s trading account. 

Maintaining Discipline

The winning trader is the disciplined trader. Discipline means controlling impulses and controlling emotions. 
As many novice traders can tell you, however, maintaining discipline is often easier said than done. Just as the 
vast majority of market participants are driven by fear and greed, many novice traders find it difficult to avoid 
succumbing to self-doubt and panic. Trading is challenging. Not anyone can just open a trading account and 
trade profitably and consistently. It takes practice and determination. Discipline is the key, and it is vital to take 
whatever steps are necessary to maintain discipline.

The markets are chaotic and unpredictable. When faced with an uncertain set of circumstances, it is easy to 
see why many traders feel unsure and unsettled. The best way to combat feelings of uncertainty and chaos is 
through organizing perceptions and activities. If one trades with a detailed trading plan, for example, one will 
impose structure onto an unstructured reality. The markets may be a mass of confusion, but you can address 
it by clearly defining a target profit objective, with entry and exit strategies. The more structure you have to 
follow, the less uncertain and unorganized you’ll feel. The more each element is defined, the easier it will be to 
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follow your trading plan, and maintain discipline. 

One’s mood and attitude is another factor that impacts one’s ability to maintain discipline. An optimistic yet 
realistic attitude is vital to maintain trading success. Successful trading requires an intuitive feel of the markets, 
and keeping this intuitive perception as objective as possible demands that one not be adversely influenced 
by unpleasant mood states. Many traders struggle with trying to maintain a positive or neutral mood. It 
takes practice and attention. If a trader allows to let their guard down, a pessimistic mood may take over. 
Maintaining a positive mood requires that one monitor self-talk, what one tells oneself. It is vital that negative 
statements be screened, and filtered out. But this all takes psychological energy, and humans have a limited 
amount of psychological energy. 

Maintaining discipline is vital for trading success, but it is difficult at times. The best ways to keep disciplined 
are to trade with a detailed trading plan and make sure you have enough psychological energy on reserve 
to keep your emotions and impulses under control. By maintaining discipline you can trade profitably and 
consistently.

Living in an Uncertain World

Despite devising a detailed trading plan, there are times when trades just don’t work out. Past market 
behaviour is consistent with future market behaviour only when it is, so if you used historical data to develop 
a trading strategy, it may not work out the way you had planned.

When things don’t go your way, you will feel anger, stress, and a sense of impending doom. Such emotions 
are not conducive to profitable trading. When one is overly stressed, precious psychological energy is wasted 
controlling unpleasant emotions, rather than on calmly and actively examining what one might do next. 
Rather than focus on the immediate experience, and on trying to take decisive action, one regurgitates over 
what could have been done. One feels inadequate, and at an extreme, one may feel impeded and paralysed. 
It is much more adaptive and useful to view trading from a different perspective. 

The Search for Significance

When it comes to trading, there are key points, and numbers, that hold significance. For example, the price 
where you enter a trade is personally significant. It is the break even point, the point where you know that 
should the price of the stock you are trading fall below it, you have a donating trade. Support and resistance 
levels are also significant points. A price level that was at one time a resistance zone can later act as support. 
These levels do indeed often seem to have both a personal significance and a structural significance. Certain 
price levels do seem to follow rules and show some regularity. Such regularities help us navigate the market. 
The markets are truly chaotic and it often helps us deal with the sense of uncertainty to impose some 
structure. At the same time, however, it is also vital to realize that the structure and regularities may not 
always hold up. It may not matter in the end. The market behaves consistently only when it does. 
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Rock Solid Confidence

The winning trader doesn’t care what anyone thinks. Trading is about the market and themselves only. The 
only opinion that counts is his or her own. There is freedom in holding such an attitude. Rather than living up 
to others’ expectations, the winning trader looks inward, trying to satisfy personal standards instead of those 
imposed by the outside world. By only looking inward, rather than outward, the winning trader has rock solid 
confidence. They remain stable, calm, and objective, even under the most chaotic market conditions. By 
looking inward for direction, you can develop the sense of unshakable confidence of the winning trade.

A trader should trade because you find it personally rewarding, not because you think you’ll eventually gain 
approval from others. Focus on the immediate experience of trading. You’ll find it more enjoyable, and feeling 
a need to live up to societal expectations about what is “right” or “wrong” won’t distract you. If you allow 
yourself to set your own personal standards, you’ll feel a sense of freedom, and this sense of freedom will 
allow you to trade effortlessly and creatively. So avoid looking toward others for approval and self-definition. 
The more you can look inward, and think independently, the more you’ll trade consistently and profitably.

Matching Expectations To Actual Skill Level

Traders often walk a tightrope between overconfidence and a lack of confidence. On the one hand, the 
overconfident trader may take unnecessary risks and make trades on impulse. But at the other extreme, 
the trader with a lack of confidence may have trouble persisting in the face of adversity. Holding positive 
expectations can be motivating. As Norman Vincent Peale pointed out, “Things become better when you 
expect the best instead of the worst.” In other words, if you think negatively, you are bound to be pessimistic, 
underestimate what you can do, and just not try hard enough to reach an objective. But poet Alexander Pope 
noted in the 1700s, “Blessed is he who expects nothing, for he shall never be disappointed.” In other words, 
don’t get your hopes up; otherwise, you may be disappointed when you don’t meet your expectations. How 
does one resolve these seemingly contradictory viewpoints? One resolution to this quandary is to match 
expectations with skill level. Positive expectations are only problematic when one doesn’t have the skill level 
to meet the positive expectations. For example, if one is a seasoned trader with a solid track record, holding 
positive expectations can be motivating. Because a seasoned trader can meet optimistic estimates, he or she 
will try hard to meet the objectives and achieve them. It will work out for the best. A negative expectation 
is not realistic for the seasoned trader. A pessimistic view may cause the seasoned trader to unnecessarily 
question his or her skills, and may compel him or her to give up more easily, when, in fact, because he or she 
has the requisite skills, persisting would likely lead to success. 

In contrast, the novice trader with an overly positive estimate is bound to experience a shocking 
disappointment. Because he or she does not yet have the skills to meet the overly optimistic expectation, 
he or she will likely fail, and because he or she was expecting easy success, he or she may be especially 
disappointed. In addition, by holding an overly positive expectation, he or she may fail to take proper risk 
precautions or prepare properly for the trade. For the novice trader, a more realistic estimate, and somewhat 
pessimistic stance, is better. One will not be discouraged as easily when donations begin to mount, but will 
anticipate adversity, and will not be fazed by it when it is encountered. 
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In the end, the more realistic expectations you hold, the better. If you are a seasoned trader, being a little 
on the optimistic side is warranted. With persistence and hard work, you are likely to realize profits. Novice 
traders, in contrast, might be better off showing a more sceptical stance. A novice trader should expect initial 
failure, yet be optimistic enough to believe that if sufficient hard work and practice is devoted to trading, 
success in the long run will be achieved. Whatever your skill level, the more your expectations of success 
match your track record and requisite skills, the more you can control your emotions and trade with a peak 
performance mindset.

Following Your Plan

Many novice traders have trouble following their trading plans. Either they don’t specify them clearly enough, 
or they make a plan, but feel it isn’t always important to follow it. But the consistently profitable trader 
maintains discipline, and that means making a plan and trading it.

Distinctions From Past Mistakes

Donations and setbacks are a fact of life. It is necessary to experience setbacks and recover from them in 
order to achieve success. The trader who has never experienced a severe drawdown, or blown out his or 
her trading account, has never learned to realize the worst-case scenario and recover from it. Setbacks, 
even severe ones, can be important learning experiences and opportunities for growth. It is vital to extract 
a lesson from past mistakes, and discover the ability to turn a negative event into a positive event. That said, 
it is important not to become paralysed by setbacks. Rather than regurgitating over past defeats, or trading 
donations, winning traders use the setback as a motivator, an opportunity to hone their skills and improve. 
They examine what they did wrong, learn from their mistakes, and view the temporary setback as a new and 
refreshing starting point from which to achieve higher levels of future performance.

Preventative Psychological Maintenance 

The human body and mind operate much like a machine in that they need preventative maintenance. Just 
as you wouldn’t drive a car without routinely changing the oil or checking the tire pressure, you shouldn’t 
over-stress your mind or body without taking a rest so as to allow yourself to rejuvenate. Trading is a stressful 
business. Traders continually must cope with uncertainty and endless setbacks, and these factors tax the 
mind and body to the point that they can no longer function efficiently. Make sure you do preventive 
psychological maintenance so that you can always trade in a peak performance state.

Trading is intrinsically motivating. Its fun and exciting, but any activity can become boring and tedious if you 
have to do it over and over again, and do it quickly and under pressure. Trading is fun when you first start, 
and if you trade as a hobby, but the professional winning trader must persist under less than ideal conditions. 
Many times a trader must make trade after trade to allow the law of averages to work in his or her favour. The 
search for winning trading strategies is endless and a challenge. Even the most passionate trader eventually 
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finds trading stressful and tedious. The long-term ramifications of a tedious and anxiety provoking profession 
can be severe. The mind and body have limited resources, and when these resources are depleted, one 
cannot continue to function efficiently. Eventually, one needs to take a rest and allow mental and physical 
abilities to recuperate.

There are both short-term and long-term ways to take preventative maintenance. In the short-term, it is 
essential to exercise regularly. Regular exercise allows you to relieve stressful emotions. In addition, eating 
healthy and getting plenty of sleep will allow your mind and body to rejuvenate so that you will have 
sufficient mental and physical energy to devote to trading during the chaotic trading day. During the trading 
day, it is useful to take frequent breaks to let off some negative stress and to relax. You may want to keep 
a bottle of water next to you so that you can stay hydrated. It will also ensure you take regular breaks from 
trading. 

In the long term, it is vital that you take vacations from trading. If you trade month after month without a 
break, you’ll get burned out, and the activity you are passionate about will turn into something that you 
hate. By taking a vacation, you’ll not only get some important rest and relaxation, but you will get a new 
perspective. You’ll see trading in a new light and remember why you like trading so much. When you return, 
you’ll trade with renewed vigour and that will help you trade efficiently over the long haul. 

Winning traders execute and monitor their trades while in a peak performance mindset, a mindset where 
one is calm, logical, and determined. When you are stressed out and worn out, however, you can’t cultivate 
this mindset. It is vital to take rests so that your mind and body can rejuvenate. By doing preventative 
maintenance, you can trade with a mindset that ensures consistent profitability. 

The Disconnected Self

The winning trader looks at a trade objectively. One’s self-esteem and identity is not on the line. All that is on 
the line is mere money, an abstract, meaningless stake. A common saying to heed is, “Don’t let your net worth 
define your self worth.” Although people’s performance is best when the outcome truly does not matter, it is 
difficult to set up such circumstances. Many times, outcomes do indeed matter and it is hard to emotionally 
disconnect trading outcomes from one’s sense of self.

In several research studies, it has been demonstrated that performance is hampered when outcomes are tied 
to one’s sense of self, or one’s ability to satisfy basic psychological or emotional needs. For example, if one’s 
economic survival depends on achieving a fixed sales quota that is hard to obtain, achieving the goal is more 
difficult. It’s like when a university student crams for an exam all night. It is much harder to do, and one is 
likely to choke under the pressure. Similarly, when the outcome of a trade impacts one’s sense of security or 
identity, the pressure is on, and it may be hard to perform under the pressure. Trying to relieve the pressure 
will improve one’s ability to perform. The ideal situation, for example, is a multi-millionaire who can afford to 
make several donating trades and donate $5,000 a day with relatively few scars. 

Many traders are interested in trading for a living, and that’s when trading becomes difficult, whether it is the 
lone trader trying to support a family or the professional hedge fund manager trading clients’ money. In these 
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cases, the outcomes of trades do matter. If too much money is lost, one does not survive economically. The 
psychological impact is also substantial. When a trader donates a certain amount of money, one’s sense of 
self and self-esteem may be diminished. In the back on one’s mind, one always knows that should donations 
mount too drastically, one can actually be harmed financially and psychologically. 

How can one disconnect one’s sense of self from one’s trading outcomes? Preventative measures can be 
taken. First, one can manage risk. If you know that it is unlikely that the outcomes of a series of losing trades 
can hurt you, you’ll feel more at ease and be able to remain calm and objective. Second, it is vital to have a 
sense of self that is defined in many different ways. For example, don’t just define yourself as “a trader.” View 
yourself from multiple perspectives: a good friend, a loving spouse, a caring parent, and an upstanding 
citizen. Multiple views of oneself will lessen the importance of maintaining the view of oneself as “the 
winning trader,” and will ease some of the psychological pressure. The more you can disconnect your trading 
performance from your sense of self, the more you can trade logically, effortlessly, and profitably.

Building Up Frustration Tolerance

Setbacks are the rule rather than the exception when it comes to trading. Discovering reliable trading 
strategies is a challenge, and frequently, a promising strategy produces a donation. Donations and other 
setbacks can be frustrating and anxiety provoking. Winning traders welcome challenges rather than hide 
from them. Your ability to tolerate frustration is essential. It is vital to have a specific and active plan for coping 
with setbacks; otherwise they can build up psychologically and produce chronic stress problems. Your 
mind and body have limited resources, and unless you cope with frustration and anxiety effectively, you’ll 
eventually become exhausted. You’ll lose your ability to focus and process information objectively. By taking 
a few specific preventative measures, though, you can build up your frustration tolerance so that you can 
handle a torrent of trading setbacks, should they occur.

People with low frustration tolerance tend to believe that they should experience absolutely no setbacks. 
But setbacks are a natural part of life. Indeed, if you are trying to succeed at a challenging profession, such 
as trading, you should expect setbacks. Instead of dreaded events, challenges and setbacks can be viewed 
as part of the excitement and stimulation of living. When you face a setback while trading, you should view 
it as an opportunity to learn and develop your trading skills rather than a discouraging impediment. Merely 
changing your viewpoint regarding potentially frustrating events can change your ability to tolerate them. 
If you expect them and accept them as natural and not as a disaster, you’ll feel less frustrated. Rather than 
passively feeling paralysed by them, you’ll try to creatively think of ways you can use the setbacks as a new 
starting point than can lead to a higher level of trading skills. View setbacks as ways for you to gain more 
experiences with the markets and refine your trading skills. 

In addition to a general attitude change, it is also essential to take additional preventative measures to 
tolerate frustration. The most important steps concern building up physiological defences. It is difficult to 
cope with frustration when we are tired and worn out. By getting plenty of rest, and especially sleep, we can 
cope with frustration more easily. Regular exercise and proper nutrition can help your body create a natural 
defence against frustration. 
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Once you are properly rested and nourished, you can also make a specific plan for coping with setbacks 
when they occur. In addition to accepting uncertainty and setbacks as part of your life, you should think in 
terms of the big picture. “Rome wasn’t built in a day” and you shouldn’t expect to hone your trading skills 
without extensive practice and experience. That can take time. Traders are frustrated when they set unrealistic 
expectations for themselves and fail to meet them. By realizing that it will take time to trade profitably, you’ll 
feel more relieved, and you will anticipate setbacks. You won’t be caught off guard, and you will be ready to 
deal with them. It may be discouraging at times to continually face setbacks. To cope with them, you may 
want to make a list of successful trades and recall them when you are feeling especially vulnerable. The key 
to frustration tolerance is to realize that although external circumstances can interfere with your plans, you 
have the freedom to decide whether they will impact your mood. You can choose to feel overwhelmed and 
frustrated, or you can anticipate setbacks, view them as challenges and growing experiences, and as exciting 
ways to further hone your trading skills. The more you can acknowledge that setbacks are a necessary part of 
trading, the more easily you’ll cope with them, and be able to use them as stepping stones to higher levels of 
trading success.

The Long Haul Ahead

When traders first start out, they crave early success. As with any new endeavour, when you first start out, you 
feel unsure, a little uneasy. It is understandable. You’re taking a big risk. Although you don’t plan on failing, 
the possibility lies at the back of your mind, and it is difficult to consider what you’ll do next should you 
fail. It is hard to fight off catastrophic thoughts: “What will happen if I blow out my account? I’ll be in debt, 
unemployed, and too burned out to start over.” The sense of urgency and desperation can be overwhelming 
and distracting. You tend to focus on the current set of trades, and you feel you must succeed. There’s a 
strong tendency to believe that all short-term objectives must be met immediately, otherwise disaster will 
soon follow. But, in the end, it is more useful to take the long-term perspective. It’s a paradox. If you feel that 
you must succeed immediately, you’ll be putting so much pressure on yourself that you’ll tend to choke 
under the stress. Although it may be difficult, it is vital for success to take the long-term point of view: “I might 
not make very much progress today or this week, but if I persist long enough, I’ll be successful in the future.” 

The serious, active trader looks at the big picture. He or she sees the individual trade as just one in a series, 
merely a small subset of the many trades that will be made over years of interacting with the markets. Single 
trades don’t stand out. A single trade doesn’t have any special significance. The outcome of the trade doesn’t 
impact the ego and because proper risk management is used, it is less critical to one’s account balance. 

By looking at the big picture, a single trade doesn’t have very much significance. Novice traders tend to 
over-value the outcome of a single trade. They feel poorly about themselves when they lose and feel good 
about themselves only when a trade is a winner. The disadvantage of this approach is that one only feels 
confident and successful when one wins, and eventually, even the most seasoned trader faces donations. 
The experienced trader knows that factors out of his or her control far outnumber the factors that can be 
realistically controlled. Considering this fact helps them put a single trade in proper perspective. And thus, 
a single trade is minimized. Not much capital is risked and little psychological significance rides on the 
outcome. It’s more important to take the long view. Look at the overall pattern of trades, such as the overall 
win/donation percentage, the risk/reward ratio, or whether trades are well planned, and most importantly, 
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whether or not one follows the trading plan. If things look good, overall, then the experienced trader feels 
that everything is going well. 

Waiting For the Big Win

Novice traders dream of making the ultimate trade, the big win that will set them up for life. Perhaps by 
chance, you just happen to hold a large position in a company that the masses have decided is going to go 
through the roof, or a so-called analyst makes a mistake on a news network show and the price shoots up for 
no sound reason. Whatever the circumstances, many traders dream of making a big, exciting trade. Ask many 
seasoned traders about their biggest winning trades, and they will recount those few times where luck was 
on their side. Although no story is the same, many of the tales of success concern holding a huge position 
and being at the right place at the right time. As fun and exciting as these stories are to hear, however, it’s 
essential to put them in proper perspective. In many ways, planning on making a few lucky trades is much 
like hoping to win the lottery; it may happen, but it isn’t something that you should count on. The most 
prudent way to make money trading is to work at it consistently, and through hard work and persistence, 
make steady profits.

Profitable trading requires that you carefully plan your trades in terms of entrance strategies, exit strategies, 
and risk control. It is also vital to have sufficient trading capital and to use trading strategies with a proven 
track record. These tactics aren’t going to make you rich overnight, but they will help you make small steady 
profits over time. Some trades will be winners and others donations. But once you develop rock-solid trading 
skills, you’ll make steady profits and eventually see your profits grow exponentially. But none of this is going 
to happen if you continue to fantasize about making the big winning miracle trade. Instead, focus your efforts 
on trading consistently; that is, do your homework, plan your trades, and follow your plan when you trade. 
Try to achieve wins that are justified in that you actually followed your trading plan to achieve the wins. If you 
can follow your trading plan in a disciplined way, you will be able to trade consistently. And if you can trade 
consistently, you’ll be able to make trade after trade and allow the law of averages to work in your favour. 
Eventually, you’ll start trading profitably and over the long term. 

Rapid Decision Process 

Trading is fast paced. The markets can move rapidly, and it is sometimes necessary to react quickly and 
correctly. Depending on your experience and natural inclinations, however, making the right decisions 
quickly can be difficult. When decisions are made on the spot, they are often wrong, and wrong decisions 
produce donations. It is usually better to plan your trades carefully rather than make decisions on the spur of 
the moment.

Research studies have shown that when people are asked to make spontaneous judgments, they tend to rely 
on rules of thumb. For example, people have a powerful inclination to avoid risk, and when asked to make 
decisions rapidly, they do whatever they can to reduce risk and potential donations. That can mean holding 
on to a losing trade and hoping that it will turn into a win, or closing out a trade prematurely and missing out 
on an opportunity that would have produced a substantial profit. People also may base their decisions on the 
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tendency to base judgments on memories instead of current facts. For example, when trading a tech stock 
while under pressure, we may incorrectly assume that it will increase because vivid memories of tech stocks 
are readily available. Yet in the particular trade we are monitoring at the moment, the stock may not increase. 
Similarly, if we have made a series of winning trades in the recent past, we have fresh memories of these 
wins and tend to over-estimate the probability that our current trade will also be a winner. These actions are 
especially powerful when we are under pressure and we believe that the outcome of a trade is particularly 
uncertain. We deal with uncertainty by relying on what we are most comfortable with and tend to go with 
our hunches, but it is at these times when our hunches are usually wrong. When people are uncertain, they 
tend to be a little anxious. Controlling anxiety, no matter how slight, requires psychological energy. Since 
psychological energy is limited, coping with anxiety takes away energy from our decision-making processes. 
With limited psychological resources available for processing decisions, we are not able to consider all 
alternatives carefully and objectively. Instead, we act on impulse, and our impulses are usually wrong. 

Rather than make decisions spontaneously, it is wise to carefully plan a trade before executing it. If you 
carefully determine an entry and exit point, you’ll be able to implement your plan when faced with 
uncertainty and required to act decisively in the heat of the moment. The more detailed your trading plan, 
the easier it will be to follow your plan. The more you can trade your plan, the more you will trade profitably 
and consistently in the long run. Although some traders can trade by the seat of their pants, many traders 
do better by carefully planning their trades and by following their plan closely. By avoiding spontaneous 
decisions, you can realize the consistent profits of a winning trader.

The Traders ZONE

I refer to “The Zone” as a place where every trader wants to be to perform at peak levels.  “The Zone” is a place 
where time is considered to slow down or almost stand still, where you feel acutely more aware of your 
surroundings, at one with your environment.  This transcendent state is often called other things, such as a 
‘runner’s high’ for athletes feeling the endorphin surge released during physical exertion.

Mihaly Csikszentmihalyi named this experience (and the title of his book) ‘flow’, and he noted that people 
who are doing what they love to do tend to have the best odds of getting into this flow.  They become totally 
absorbed in the present moment, with no distractions (can you say this about your trading?). He also called 
flow and zone, a mindset that is ‘intrinsically rewarding.’  This suggests that we should trade not only for the 
money, but also because we enjoy it on a deeper, more personal level.  Great traders, like those shown in Jack 
Schwager’s Market Wizards series of books, show a love of the trading game itself in addition to the desire to 
make money.
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So how do we get ourselves into the zone?  Csikszentmihalyi defines 6 important prerequisites to allow 
entrance into the zone:

1)  Confidence - As a trader, you must have confidence in your trading method, and believe that   
 you will succeed if you implement your trading plan. This allows you to place your entries and exits  
 promptly and thoroughly. 

2) Focus - A narrow focus on the task at hand is required to get into the zone. Fears about the    
outcome and regrets about past losses do not exist here.

3) Visualization - A trader pictures what success look like, and gets in the zone through visual   
 processing of  data.  Verbal cues can take a trader out of the zone.  

4) Pleasure - When you enjoy trading, it raises the odds that you will participate fully and maximize   
 your efforts.  This increases your chances at achieving mastery which further increases your    
 enjoyment.  Those who view trading as work will feel a struggle to find great trades, while     
 those who love trading will feel in harmony with the markets and opportunities appear    
 more easily.

5) Relaxation - Once you get to the zone, you may tense up as you feel in new territory.  Fear tends   
 to bring you out of the zone.  Stay relaxed to let yourself stay in the zone.  

6) Excitement - Some tension can help performance, but too much intensity will create undue stress   
 and hurt performance.

The other element traders need to get into the zone is Preparation. Larry Bird hit key shots under pressure in 
basketball games because he had practiced so many times in the gym that his shots under pressure felt more 
automatic to him, which increased his confidence.  Traders must spend the time necessary to make trading 
skills “automatic” and create winning trading habits. When you are totally focused, you cannot be thinking 
about technique or strategy.  Preparation and practice allow you to develop the skills you need to stay in the 
zone.

The Journey Begins
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The Story of the SYSTEM

• Imagine a world where a formulated SYSTEM runs a program-generated virtual environment,    
 designed to control workers. The inhabitants of this hallucinatory world take it to be real; they imagine  
 themselves working and playing, making war and having sex, living normal human lives. In reality,   
 they have lost their faculty of thinking, they are floating in pod-like vats hooked up to the manufactured  
 colony of thought patterns, their experiences induced in them by the system that runs the program.

• Workers are prisoners of the SYSTEM. They are “batteries” that are drained for energy while keeping them  
 entranced and powerless. 

• Unplug yourself.

• Set yourself free.

• Open the door.

• You will have to walk through the door and keep it open.
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Download your Affirmations Screensaver

FFI 101 Affirmations Screensaver

There’s little doubt that we could all use a little help in staying focused, motivated and super charged in today’s 
hustle and bustle world. Motivation is and always has been an integral daily component in the long term 
success of any successful entity. The FFI 101 Affirmations Screensaver utilising motivational and inspirational 
passages was designed to be read in just seconds - allowing you to get back on track and get on with your 
day.

A daily dose of the FFI motivational and inspirational passages will assist you in coping with the challenges we 
face daily, giving us strength and reinforcing our beliefs in our own abilities. A well placed daily infusion of the 
FFI motivational and inspirational passages can help lift your spirits, restore your confidence and ignite your 
creative energy just when you need it the most.

Download your FREE 101 Affirmations Screensaver at www.ffi.com.au
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