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WELGOME TO

TOP MISTAKES RETAIL TRADERS
MAKE COMPARED TO SMART MONEY TRADERS.

In this guide, we'll explore the key distinctions that set successful
traders apart from the majority.

The markets can be unpredictable, and the world of trading is often divided between
retail traders and "smart money" traders, including institutional investors and
seasoned professionals. What separates them are crucial decisions, habits, and
strategies.

Throughout this e-book, we'll analyze common mistakes retail traders make, such as
lacking education and emotional trading, and we'll reveal their impact on trading
outcomes. But this isn't just about identifying mistakes; it's about providing
actionable steps to enhance your trading. By the end, you'll possess a toolkit of
knowledge and strategies to trade with wisdom and discipline, akin to the smart
money. Trading is a journey of continuous learning, and this guide will be your
companion in achieving trading mastery.

Let's uncover the secrets of the smart money and embark on your
path to trading success.
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THE RETAIL
MYTH

In this intro, we dive into a stumbling block that many retail trader’s encounter: a lack of education
or improper education. It's a mistake that sets the stage for countless trading missteps. Retail
traders often leap into the world of trading without any sturdy foundation.

This absence of knowledge or the wrong type of knowledge has many negative consequences that
can lead traders to lose a large majority of their capital, if not all of it. Think about all the free
knowledge that is available when it comes to trading. You have hundreds of different types of
indicators, books, audios, teachers, shapes & forms. A lot of the free information out there is helpful,
but also harmful.

Have you ever wondered...?

Why would brokerages give out free trading books or pdfs? Why would CNBC or Fox News’s
constantly give free outlooks on the market? Why Banks or Institutions offer free information or
hand out free trading courses? And why these same institutions fund some of the largest retalil
trading academies?

It's because they want you to trade, but don’t want you to be profitable. See 99% of most traders
fail. And those 99% of traders are all taught the same concepts given by the same people above.
You are their exit liquidity. Now, there are certain outliers that may still be profitable, but a lot of
time’s they may not even understand what is happening in the market. The ones that have
success, do so with proper education, understanding & strategies behind the market. If you don’t
have this, you will consistently lose until you quit or you have no capital left.

The Trade by Design strategy is built off a mix of Smart Money Institutional trading, Wyckoff theory
& Market Structure and a few other secrets. This has helped me gain success in the market & not
playing the market like a guessing game. The concepts | go over in the strategy gives a true
understanding of what is happening in the market.
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Smart Money
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HOW OFTEN HAVE YOU SEEN THESE
THINGS HAPPENING FOR YOURSELF?

HAVE YOU SEEN YOURSELF GETTING STOPPED
OUT FROM THE FOLLOWING...?

A Support & Resistance level being broken, only for it to go in your direction?

A Candlestick formation failing? (Engulfing candles/Doji candles not being reliable enough?)
B Your Breakout & Retest strategy failing?

g Being wicked out at an area of Interest?

B Your retail patterns not working? (Wedges, Double Tops & Bottoms.)

Q Your indicators giving you misjudgment? (RSI, Stochastics etc.)

Well, If you have Its because you are trading based off retall knowledge and not smart money Institutional knowledge. You see
smart money Is the biggest players In the market. The money that hedge funds and other Instltutions trade Is referred to as big
money. These exchanges are also known as “Smart Money” which essentlally controls about 70-80% of the movement In the
market. While retall barley has 5% (Little Impact) Whoever follows the “Smart Money” makes money.
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WHAT'S THE GAME?

Big traders like institutions and high-frequency trading firms are always on the lookout for what we
call "smart money" moves. These are large-scale trades that have the power to shift market prices.
When these big players find out where smart money is buying or selling, they act super-fast, placing
tons of trades that make prices jump up or down very quickly.

HOW DOES THIS AFFECT
EVERYONE ELSE?

During this quick-trading period, the number of shares being bought and sold also spikes, often by
10-15 times or more. Smart money likes to keep their big trades a secret, but when high-frequency
traders join in, everyone starts to notice. Savvy small traders who know what signs to look for can
also profit from these big price shifts.

WHEN DO THINGS SLOW DOWN?

But there's a catch. When uninformed small traders finally decide to join in, the big price movement
usually slows down or even reverses. That's when most people end up losing money.

S0, CAN YOU BEAT THEM
ATTHEIR OWN GAME?

Yes, you can! The Trade by Design Strategy will teach you how. By watching certain price levels,
how prices are moving, you can learn to spot smart money and high-frequency trading action. Once
you know how to track these big players, you can start making smarter trades yourself. This is all
taught in the Trade By Design course. This is one of the best ways to make money in the market.

Next, we are going to break down why most retail concepts are more a myth. They may work for

some, but the market doesn’t operate based off shapes and lines on a chart. There is always a
clarity of intent behind it. Once you understand that intent you will be able to increase your success.
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SUPPORT AND RESISTANCE
= RETAIL STRATEGY EXPLAINED

Support: This is a price level where a downtrend can be expected to pause due to a concentration
of demand (buyers). Essentially, it's like a safety net or floor where price seems to bounce off.

Resistance: This is a price level where a rally pauses due to a concentration of supply (sellers).
Think of this as a ceiling that the asset has trouble breaking through.

Support & Resistance: When price breaks the resistance, the old high is considered support and
the new high is considered new resistance. You have probably traded this as well...

RESISTANCE

RESISTANCE

SUPPORT

SUPPORT
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WHY SUPPORT AND RESISTANGE
MAY NOT ALWAYS WORK

Support and resistance are basic tools in a trader's toolkit, but they are far from foolproof. They serve as
liquidity for the market makers or “Smart Money” to grab. Here are some reasons why these concepts
don't always work:

False Breakouts/Breakdowns: Sometimes, price levels penetrate support or resistance levels briefly
before reverting back, tricking traders into poor positions.

Market News: Sudden news can change an asset's valuation, making previous support and resistance
levels irrelevant.

Adaptive Markets: Financial markets adapt over time. What worked yesterday may not work today.

Volume and Liquidity: Low volume and liquidity can produce erratic price movements, making support
and resistance levels less reliable.

EXAMPLE OF SUPPORT & RESISTANCE NOT WORKING BEFORE:

BEFORE _AFTER

[ ——

Roal Move & Drosk of Structre made

WHAT DOES SMART MONEY D0?

Smart money traders don't rely solely on support and resistance, they know that 99% of traders trade this
way. The institutions, banks & market makers therefore target these areas to capture the liquidity of these
retail traders. Smart money trades a more advanced form of Support & Resistance known as supply &
demand zones. They don't just rely on supply & demand though; they combine it with the smart money
strategy just like the Trade by Design course breaks down.
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CANDLE STICK FORMATIONS
= RETAIL STRATEGY EXPLAINED

Candlestick formations are graphical representations of price movements in a specified time frame
on a trading chart. Each candlestick typically shows one day and consists of four main components:

Open: The price at which the asset starts trading in the given time frame.
Close: The price at which it ends in the given time frame.

High: The highest price reached during that time frame.

Low: The lowest price reached during that time frame.

Candle stick formations are usually used to read use for reversals. The retail theory is candlestick
reversal patterns can be used with support and resistance in assisting you catch a trend.

CANDLESTICK PATTERNS
CHEAT SHEET FOR CRYPTOMARKETS

Bullish
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WHY CANDLESTICK FORMATIONS
ARE NOT ALWAYS RELIABLE

Context Matters: The effectiveness of a candlestick formation can greatly depend on its context within
broader market trends.

Lack of Confirmatory Signals: Candlestick patterns are often best used in conjunction with other
conformations & not solely on just the candle stick alone.

False Signals: Like any other trading tool, candlestick patterns can produce false positives and false
negatives.

Timing Delays: By the time a formation is confirmed, it might be too late to act upon it, especially for retail
traders competing against high-speed algorithms.

BEFORE AFTER

Bearish Enguifing Candie
|Around Suppoct & Resstanco)

WHAT DOES SMART MONEY DO?

Smart money traders don't rely solely on candlestick formations, but uses them as part of a broader
strategy that we teach in the Trade by Design course. Smart money traders are more experienced when it
comes to trading candle sticks (Price action). They look for specific areas of interest (AOI) & then take them
into account. Candle stick formations can work but only work when used in the right sequence... That’s
something that smart money knows.

Page10
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BREAK OUT AND RETEST
= RETAIL STRATEGY EXPLAINED

The breakout and retest strategy is a popular trading approach that focuses on the price action of

an asset as it breaks through a resistance or support level (the "breakout"), and then comes back to
the same level to confirm the new support or resistance (the "retest"). Here's how it works:

RETEST

CHASE FAILED

BREAKOUT RETEST AND HOLD : oo
{ . RETEST AND HOLD |
\ o | = B e 1 l'l ‘ -
al.l_ .-o : BREAKOUI BREAKOUT
=" H *  BREAKOUT ‘
Jyat : : [
LR : - . |-| - ]
: il et : |
E . I:ll. E
RETEST AND HOLD. . . .
BREAKOUT § *[’! §
H . i
: : FAILED TO HOLD
: : (NOENTRY) L €0 To HOLD
: . cum
BREAK OF LEVEL, RETEST HOLDS. E BREAK OF LEVEL, NO RETEST E BREAK OF LEVEL, NO HOLD
ENTER TRADE ON CLOSE E ENTER WITH STARTER SIZE. -~ NO ENTRY
TIGHT STOP BELOW LEVEL s HIGHER RISK ON PULLBACK UNDER LEVEL CUT POSITION ON CLOSE UNDER LEVEL

Breakout: Traders identify a resistance or support level and watch for price to
move convincingly beyond that level.

Retest: After the breakout, traders watch to see if the price comes back to the original breakout level but
fails to break through it. This confirms that the old resistance has become a new support, or vice versa.

Entry and Exit: If the retest holds, traders take this as a cue to enter a position, setting their stop-losses
and take-profits accordingly.
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WHY THE BREAKOUT AND
RETEST STRATEGY MAY NOT WORK

1 False Breakouts: The market sometimes tricks traders by making a small move
‘ beyond the support or resistance level, only to revert back, leading to losses.

Timing Issues: Knowing exactly when to enter or exit a trade is difficult, especially
if the breakout or retest happens quickly.

i Lack of Confirmation: Solely relying on this strategy without confirming it with
other indicators is more like gambling than trading

Market Conditions: This strategy works best in trending markets and may
produce poor results in range-bound or highly volatile conditions.

BEFORE AFTER

Failod Retest

-¥,
e Retest /

WHAT DOES SMART MONEY DO?

Smart money traders don’t use the break out & retest strategy. They wait for additional conformation

signals that confirm a market shift. They don'’t try to predict the market, they react to the market. That is the

difference between break & retest and smart money traders. In the Trade by Design course, we break
down how to adapt to certain market conditions to gain a better understanding of overall Market Bias &

shifts in trends.

Pae 12
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BEING WICKED OUT
= EXPLAINED

In trading, the term "wicked out" refers to a scenario where the price briefly spikes or drops to a certain
level but then quickly reverses, triggering stop-loss orders or stop-limit orders without confirming a
sustained move in that direction.

This usually occurs in the context of areas of interest like support and resistance levels, or any predefined
levels where most retail traders set their stop-losses.

Structure of a Wick: The "wick" or "shadow" is the thin line above or below the body of a candlestick on a
chart, indicating the range between the high and low prices of the asset for that specific timeframe. When
a wick extends and touches your area of interest (like a stop-loss order) before quickly retreating, you've
been "wicked out."

I / 3) Buying opportunity

__m__ 2) Key price level

1) Long wick candle

WHY DOES THIS HAPPEN?

1. High Volatility: Rapld price changes within a short time can cause brilef splkes or drops.

2. Market Manipulation: Large traders, often referred to as "smart money," will Intentionally push prices to trigger stop-loss
orders before moving the market In the opposite direction.

3. Economic News & Events: Sudden news can cause Immediate and often short-lived fluctuations In price. (News Is the Excuse)
4. Low Liquidity: In assets or markets where liquidity Is low, even a relatively small trade can cause a significant price swing.

5. Technical Retall Levels: Many traders place stop-losses at simlilar technical levels, creating a "cluster" that can be targeted.
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CONSEQUENGES
OF BEING WICKED OUT

Loss of Capital: Your stop-loss gets triggered, selling the asset and confirming a loss.

Opportunity Cost: You may miss out on potential gains if the asset's price reverses in your originally
anticipated direction.

Emotional Stress: Being wicked out can be frustrating and may cause you to make impulsive decisions.

@GokdSpot JUS.Dollar-1h-FX K # © "

/ 50 Pip Wick (Liquidity Grab)

WHAT DOES SMART MONEY DO
TO NOT GET WICKED OUT?

Smart Money traders do a multitude of things because they expect the market to do this. They set their
Area of interest & stop losses a bit wider, while not compromising risk to reward. Smart money traders also
trade based on time so they usually only trigger stop losses manually if the trade stays at a certain price for
a period of time. Smart money also zooms out, meaning they trade on the higher time frame while looking

at overall volume. The key is to be understanding why the market is wicking & we break this down more in
depth in the Trade by Design course.

| GALLED OUT THIS SAME TRADE SETUP
AS A SIGNAL IN MY FREE TELEGRAM
& IT CAUGHT US OVER 500+ PIPS!

Pae 14
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RETAIL PATTERNS NOT WORKING?
(WEDGES, DOUBLE TOPS &
BOTTOMS) EXPLAINED

Retail patterns are recurring formations in charts that many "retail," traders look for as a signal to buy or sell.
These patterns are often based on simplified versions of more complex technical indicators, but include
formations like:

Head and Shoulders: Suggests that the asset is likely to move against the previous trend.

Double Tops and Bottoms: Indicates a reversal of a trend.

Triangles (Ascending, Descending, Symmetrical): Typically used to predict the breakout direction.
Flags and Pennants: Short-term continuation patterns that mark a small consolidation before the previous

Mmove resumes.
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WHY RETAIL PATTERNS
OFTEN DON'T WORK

1 Over-Simplification: Retail patterns are often overly simplified and do not take
into account the multitude of factors affecting price.

.z Late Entry and Exit: By the time a pattern is identified and confirmed, it might be
too late to capitalize on it.

High Competition: Many retail traders are looking at the same patterns, making
them less effective due to the competitive landscape.

Prone to False Signals: Retail patterns can often produce false signals, leading to
losses. “Cup and Handle Pattern™

TradelyCesion subiahed on TradngVew.com, Oct ¥, 2023 2017 UIC-4
7 W
S, Pound il Doty 35, QANDA © e g O
| il

L
: | The Theory is price will move higher

Cup & Handle

Price falls & fails conformation

m;mmhHlHIHmm.nnmn.”,. ..ttt

VY Trndeg\Vrw

WHAT DOES SMART MONEY D0?

Smart money traders don'’t use these retail patterns. They use other complex models and don’t look at the
market based on shapes on a screen. Smart Money trader’s utilize fundamental analysis and look at where
big money has left their footprint in the market.




D

LIFE X DESIGN

nnnnnnn

YOUR INDICATORS
GIVING YOU MISJUDGMENT?
RS, STOCHASTICS

Technical indicators are mathematical calculations based on the price, volume, or open interest of an
asset. They are used to forecast price trends and generate buy or sell signals. Traders overlay these
indicators on price charts to aid in decision-making. Some popular technical indicators include:

Moving Averages (MA): Calculates the average price over a specific number of periods.

Relative Strength Index (RSI): Measures the speed and change of price movements, generally on a
scale of O to 100.

Bollinger Bands: Uses a moving average and two standard deviations to create an "envelope”
around price action.

Stochastic Oscillator: Compares a closing price to the range of its prices over a certain period.

HOW TO IDENTIFY |DINERGENCE

\J'

D“ o,

NN

Divergence refers to when : H \
U] -

81
|

the price of a currency pair
moves in one direction while

the trend indicator is moving

in the opposite direction.

STOCH RSI
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WHY MOST TECHNICAL
INDICATORS FAIL

Lagging Nature: Most technical indicators are "lagging," meaning they
are based on past data and may not accurately predict future price
movements.

Over-Reliance: Relying solely on technical indicators can be misleading,
as they are just one part of a complex market environment.

False Signals: Technical indicators can generate false signals, leading to
unnecessary losses.

Market Noise: Short-term fluctuations can distort the signals from
technical indicators, making them less reliable.

B Jw[n [

Economic Factors: Technical indicators generally don't consider external
factors like economic events, news, or earnings reports, which can
dramatically affect an asset's price.

WHAT DOES SMART MONEY DO?

Smart money traders will use Indicators like RSI or Volume, but only utilize it in the right
sequence and as another conformation on the market. They don’t look at RSI
Divergence or volume as the first signal. They use other complex models, that are all
taught in the Trade by Design course.
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MISTAKE 1: LACK
OF PROPER EDUCATION

Many retail traders jump into the trading arena armed with little more than enthusiasm and
a basic grasp of market buzzwords. While enthusiasm is essential, it's not a substitute for
foundational knowledge.

Why It Happens:

Misinformation: Many people are misled by flashy advertisements that promise quick
wealth, thinking that trading is a shortcut to financial freedom.

Ignorance: Some traders believe that trading is straightforward and doesn't require
specialized knowledge.

Eagerness to Start: The excitement of making money often overshadows the necessity of
understanding the complexities involved in trading.

THE IMPACT: A RISKY PATH

A lack of proper education paves the way for:

Poor Decision-Making: lll-informed trades often lead to losses.

Risk Mismanagement: Without education, traders don't know how to protect their capital,
increasing the likelihood of substantial losses.

Emotional Trading: An uninformed trader is more susceptible to trading based on
emotions like fear or greed.

The Change: Building a Knowledge Base
Being informed is the first line of defense in the risky world of trading. Here's how retail
traders can work on building a more solid foundation:

Page 20
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Understand Basic Market Dynamics
Start by learning the basics of how financial markets operate. This will include
understanding market orders, bid-ask spreads, and liquidity.

Explore Trading Strategies
There's more than one way to trade. Learn about different trading styles—day
trading, swing trading, and long-term investing—to find what suits you best.

Master Technical and Fundamental Analysis

Learn to analyze price charts, follow trends, and understand market indicators.
Also, familiarize yourself with the basics of reading financial statements and
economic indicators.

Implement Risk Management

This is crucial for longevity in trading. Learn how to protect your capital through
methods like setting stop-loss orders, diversifying assets, and only risking a
predetermined percentage of your trading capital.

Continuous Education

The market is ever evolving. Keep yourself updated with new strategies,
market news, and trends. Consider joining trading communities, taking
advanced courses, or even finding a mentor in the field.

CONGLUSION

Setting out to trade without a solid educational foundation or the right education is
akin to navigating an iceberg-laden sea without a map. The unseen dangers are many,
and the risk of sinking is high. By investing in a comprehensive trading education, you
not only arm yourself with the map and compass to navigate the markets but also
significantly improve your chances of reaching your financial destination safely and
successfully.

lHn
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CHAPTER 2: MISTAKE 2
EMOTIONAL TRADING

The Common Mistake: Giving into Emotions

One of the most damaging mistakes retail traders make is emotional trading. Instead of
following a logical strategy, traders find themselves swayed by emotions such as fear and
greed. These emotions are natural but, when left unchecked, they can wreak havoc on
your trading performance.

The Emotional Triggers:
Fear: The fear of losing money can cause traders to exit positions too early, missing out on
potential gains.

Greed: The desire for quick, large profits can lead traders to take on too much risk, going
against their initial trading plan.

THE IMPACT: LOSSES AND
INCONSISTENCY

Emotional trading is a fast track to losses and erratic performance. It can lead you to deviate from your
trading plan, make impulsive decisions, and take on unjustifiable risks. This inconsistency makes it difficult
to assess your strategy's effectiveness and adjust it for future trades.

Case Study: The Emotional Roller Coaster

Imagine you're trading a volatile stock. After thorough analysis, you decide to buy, expecting the price to
rise. But shortly after, the stock dips slightly. Fear kicks in, and you hastily sell to minimize losses. Minutes
later, the stock rebounds and skyrockets. Had you stuck to your original plan, you would have made a
significant profit. Instead, you let fear dictate your actions and missed out.

The Change: Building Emotional Discipline
The key to overcoming emotional trading lies in developing emotional discipline. Here are some
strategies to help you achieve that:
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Stick to Your Trading Plan

Before entering any trade, have a well-defined plan that includes entry and exit
points, risk tolerance levels, and a clear strategy. Having a plan and sticking to
it minimizes emotional decision-making.

Use Stop-Loss Orders

Setting stop-loss orders at predetermined levels can help protect your
investments. This automated tool will sell your position if the price falls to a
certain level, preventing catastrophic losses and eliminating the emotional
factor from this decision.

Practice Mindfulness Techniques

Techniques such as deep breathing, meditation, and even short breaks can
help you maintain your composure. Being calm allows you to think clearly and
stick to your trading plan.

Keep a Trading Journal

Document your trades, strategies, and emotions you experienced during
trading. This practice will help you identify emotional patterns that affect your
trading decisions, allowing you to proactively address them.

CONGLUSION

Emotional discipline in trading doesn't come overnight. However, by adhering to a
robust trading plan, utilizing tools like stop-loss orders, and being mindful of your
emotional state, you can significantly improve your consistency and performance in
the market.
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CHAPTER 3: MISTAKE 3
OVERTRADING

The Common Mistake: Trading Too Much

One of the most detrimental habits that retail traders often fall into is overtrading. Blinded
by the allure of quick profits and the excitement of market action, traders engage in
excessive buying and selling. While it might seem like more trading equals more
opportunities, the reality is far from it.

What Drives Overtrading?

The Thrill: The excitement and adrenaline rush of trading can be addictive.

Misguided Goals: The notion that trading frequently equates to making more money.
Emotional Swings: Emotions like fear or excitement can spur impulsive decisions, leading
to more trades.

The Impact: Capital Drain and Elevated Risks

Overtrading not only racks up high transaction costs but also exposes you to increased
market risks. Each trade consumes a portion of your capital, and the costs can quickly add
up, especially when you're not winning consistently.

Real-world Example: The Cost of Impulse

Imagine you start the day with $10,000 in your trading account. Over the course of the day,
you make 50 trades, each incurring a $5 transaction fee. By the end of the day, you've
spent $250 on transaction fees alone. Even if you break even on your trades, you're
already down by 2.5% of your initial capital, purely because of overtrading.

THE CHANGE: FOCUSING ON QUALITY
OVER QUANTITY

The remedy to overtrading is a disciplined approach that emphasizes quality over quantity.
Here's how to make that shift:
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Limit Your Trades
Set a limit on the number of trades you will make in a day or week. This forces you to
be selective and focus on high-probability opportunities.

Filter Your Opportunities

Create a checklist of criteria that a trade must meet before you consider it. This can be
based on technical patterns, fundamental analysis, or other indicators that align with
your trading strategy.

Use Risk Management Tools
Implement tools like stop-loss orders and position sizing to manage risk. By defining
your risk parameters beforehand, you'll be less tempted to engage in hasty trading.

WINE=

Review and Reflect
Regularly review your trading records to identify any instances of overtrading. Reflect
on what triggered the excessive trading and how you can avoid it in the future.

CONCLUSION

Overtrading is a shortcut to eroding your capital and increasing your risks. By trading
less frequently but more thoughtfully, you can preserve your capital, reduce your risks,
and enhance your long-term trading success. Focusing on quality over quantity is not
just a saying; it's a principle that can save your trading career.
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MISTAKE 4: NEGLECTING
RISK MANAGEMENT

The Common Mistake: Ignoring Risk Management

One of the most overlooked aspects of trading, especially among retail traders, is risk
management. While focusing on potential profits is natural, it often comes at the expense
of neglecting the risks involved. This imbalance can lead to devastating losses that could
have been easily avoided.

What Lies Behind the Neglect?

Overconfidence: Traders often become overconfident after a few successful trades,
thinking they've cracked the code to perpetual profits.

Lack of Knowledge: Some traders are simply unaware of risk management tools and
strategies, leading to uninformed decisions.

Chasing Losses: After facing a loss, the urge to make quick, high-risk trades to recover can
override caution.

The Impact: A Vulnerable Capital Pool

Failing to manage risk effectively leaves your capital exposed to significant losses. The
absence of a safety net means that a series of bad trades can severely deplete your
trading account, potentially leading to a complete wipeout.

Case in Point: The Domino Effect

Let's say you start with a $10,000 account and you decide to risk 50% of it on a single trade
because you're feeling confident. If that trade goes south, you're left with $5,000. Now,
you need a 100% return just to break even. Each subsequent risky trade amplifies the
damage, creating a domino effect that can decimate your account.

THE CHANGE: MAKING RISK
MANAGEMENT A PRIORITY

Effective risk management is your best defense against the unpredictable market. Here's
how to integrate it into your trading strategy:

Page 26
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Use Stop-Loss Orders
A stop-loss order automatically sells a security when it reaches a certain price, limiting
your loss on a trade. This takes the emotion out of deciding when to sell.

Diversify Your Portfolio
Don't put all your eggs in one basket. Spread your capital across different asset classes

or sectors to reduce the impact of a poor-performing investment.

Risk Only a Small Percentage

Decide on a fixed percentage of your trading capital that you're willing to risk on a
single trade. A common rule of thumb is not to risk more than 1-2% of your total capital
on any given trade.

Periodic Reviews
Regularly assess your risk management strategies to ensure they are effective and
up-to-date. Financial markets evolve, and so should your risk management plans.

CONCLUSION

Risk management is an integral part of successful trading that too many traders ignore,
often to their own detriment. By making risk management a priority and using tools like
stop-loss orders, diversification, and prudent capital allocation, you can protect your
capital and improve your odds of long-term trading success.
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MISTAKE 5: LACK OF
PATIENCE

The Common Mistake: Seeking Instant Gratification

Patience is a virtue seldom found in the trading world, especially among retail traders. Many enter
the market with the mindset of making quick profits, fueled by stories of traders who "struck gold"
overnight. This short-term focus can be one of the most limiting and destructive attitudes a trader
can have.

The Roots of Impatience

FOMO (Fear of Missing Out): Watching the markets constantly can lead traders to believe
they're missing out on big opportunities, prompting impulsive trades.

Overconfidence: Initial success can lead to a false sense of skill, causing traders to overestimate
their ability to profit in the short term.

Lack of Strategy: Without a clear, long-term plan, traders are more likely to jump from one trade
to another aimlessly.

The Impact: Missed Opportunities and Poor Decisions

Short-term focus often leads to reactive trading. By hopping in and out of positions, you not only
rack up transaction fees but also increase the likelihood of making poor decisions. This
impulsiveness often leads to missed longer-term opportunities that require patience to bear fruit.

A Tale of Haste: The Flashy IPO

Imagine an exciting new company has just gone public, and its stock price soars on the first day.
Intrigued and eager for quick profits, you buy shares only to find that the stock declines steadily
over the next few weeks. Had you exercised patience and done your research, you might have

avoided buying at the peak and waited for a more opportune entry point.

THE CHANGE: CULTIVATING A
LONG-TERM PERSPECTIVE

To combat the natural tendency toward impatience, a shift in perspective is crucial. Here
are some strategies to help you focus on the long term:
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Develop a Trading Plan
Have a well-defined trading plan that aligns with your financial goals and risk tolerance.
A solid plan can serve as a roadmap, helping you avoid impulsive decisions.

Build a Diversified Portfolio

Investing in a range of assets will help you manage risk and potentially provide more
consistent returns over time. This diversified approach often requires patience but is
generally more reliable than betting it all on short-term moves.

Ighore the Noise

Financial news and social media are often filled with "hot tips" and urgent advice. While
it's good to stay informed, don't let the constant noise dictate your trading decisions.
Stick to your plan.

Practice Discipline
Patience and discipline go hand in hand. Before you make a trade, ensure it aligns with
your long-term objectives and risk parameters. If it doesn't, it's probably best to wait for
a better opportunity.

CONCLUSION

Patience may not be exciting, but it's often rewarded in trading. By adopting a
long-term perspective, building a diversified portfolio, and maintaining discipline, you'll
be better equipped to make thoughtful decisions and avoid the pitfalls of short-term,
reactive trading.
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MISTAKE 6: IGNORING
FUNDAMENTAL ANALYSIS

The Common Mistake: Overlooking the Fundamentals

In the fast-paced world of trading, retail traders often gravitate towards technical analysis, drawn
by its immediate applicability and straightforward indicators. While technical analysis can provide
valuable insights, overlooking fundamental analysis creates a one-dimensional view that may limit
trading success.

Why Do Retail Traders Skip Fundamental Analysis?

Complexity: Fundamental analysis often involves diving deep into financial statements, market
trends, and macroeconomic indicators, which can be daunting.

Time-Consuming: Conducting thorough fundamental analysis requires significant time and effort,
making it less appealing for those looking for quick trades.

Lack of Awareness: Some traders may not even be aware of what fundamental analysis entails
or how it could benefit their trading strategy.

The Impact: A Limited Perspective

By neglecting fundamental analysis, traders miss out on key insights into the assets they are
trading. Understanding the underlying value and potential of an asset can offer an added layer of
security and help identify longer-term trends that may not be apparent through technical analysis
alone.

Real-world Example: The Hyped Stock

Let's say a particular stock is showing a bullish trend based on its technical indicators. However,
upon closer inspection of the company's fundamentals—like declining revenues or high
debt—you realize that the upward movement is unsustainable. Focusing solely on technical could
lead you to miss these crucial red flags.

THE CHANGE: INTEGRATING A
COMPREHENSIVE VIEW

For a well-rounded trading approach, it's essential to combine both technical and
fundamental analysis. Here are ways to do it:
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Financial Statements

Regularly review the income statement, balance sheet, and cash flow statement of
companies whose stocks you're interested in. Look for consistent earnings growth,
manageable debt levels, and strong cash flow.

Market and Industry Analysis

Understand the broader market trends and the specific industry dynamics that could
affect your asset. This could include consumer behavior, technological changes, and
regulatory shifts.

Economic Indicators
Keep an eye on macroeconomic factors such as interest rates, inflation, and
unemployment rates as they can have a significant impact on asset prices.

Combine with Technical’s

Use fundamental analysis to identify what to buy and technical analysis to decide when
to buy. For instance, a fundamentally strong company showing a bullish chart pattern
could be a compelling buy opportunity.

CONCLUSION

Ignoring fundamental analysis is like trying to row a boat with one oar—you might
move, but not as efficiently or safely as you could. By incorporating both technical and
fundamental analysis into your strategy, you will have a more comprehensive view of
your assets, enabling better decision-making and potentially improving your trading
performance.
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MISTAKE 7: NEGLECTING
CONTINUOUS IMPROVEMENT

The Common Mistake: Complacency in Skill Development

Trading is not a static field; it's a dynamic and ever-changing environment that requires
continual adaptation and growth. However, many retail traders fall into the trap of
complacency, assuming that once they have a working strategy, they're set for life.

The Impact: Stagnation and Diminished Returns

Just like any other skill, trading abilities can atrophy if not continually honed. This lack of
advancement often results in stagnation, leading to poor decision-making and
diminished returns over time.

A Cautionary Tale: The Static Trader

Imagine a trader who has been using the same strategy for years. While this strategy
might have been effective initially, market conditions have evolved, rendering it less
efficient. Yet, the trader, reluctant to adapt, continues to apply the outdated strategy,
experiencing decreasing profits and increasing losses.

THE CHANGE: A COMMITMENT
T0 LIFELONG LEARNING

Trading success is not a destination but a journey, one that requires a commitment to
continuous improvement. Here are ways to ensure you're always growing:
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Keep a Trading Journal

Document each trade, including the strategy used, the outcome, and any observations. This
practice helps in identifying patterns, both successful and unsuccessful, and provides a basis for
improvement.

Adapt to Market Conditions
Market trends and conditions change. Your trading strategies should adapt accordingly. For
example, a strategy that works well in a bull market may not be effective in a bear market.

Regularly Review and Refine Strategies
Set aside time to review your trading strategies and performance. Look for areas that require
improvement or modification and make the necessary adjustments.

Seek Education and Mentorship
Always be on the lookout for new trading techniques, tools, and strategies. Webinars, books, and
mentorship programs can provide invaluable insights.

Use Back testing and Paper Trading
Before implementing a new strategy, back test it on historical data to see how it would have
performed. Paper trading allows you to test new strategies in real-time without risking real capital.

CONGLUSION

In the world of trading, standing still is tantamount to moving backward. By actively
working to improve your skills, adapt to changing conditions, and refine your
strategies, you not only enhance your trading performance but also prepare yourself
for long-term success. The road to trading excellence is an ongoing journey, one that
demands a commitment to lifelong learning and continuous improvement.




