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This book is dedicated to every trader who has ever felt confused, frustrated,
or unsure after a difficult trading day. You are not alone. With the right system
and the right mindset, you can protect yourself, grow your skills, and trade with
real confidence.
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Introduction: How This Book Will Change
the Way You Trade

Let me be honest with you right from the start. Most trading books teach you how to find
trades. They show you patterns, indicators, and strategies. But they skip the one thing that
actually decides whether you survive in this market long enough to become good at it. That
one thing is risk management.

| have seen traders with excellent strategies blow their accounts in a matter of days. Not
because their strategy was bad. Because they had no system to protect themselves when
the market went against them. And the market will always go against you sometimes. That is
just how trading works.

This book is different. It does not promise you profits. It gives you something more important:
a system that keeps your account alive while you learn and improve.

"The goal is not to win every trade. The goal is to still be trading next month."

Who This Book Is For

This book is written for beginners. You do not need any prior experience to understand it.
Every concept is explained in plain, simple language. If you are brand new to forex trading,
this book will give you the right foundation. If you have already started trading and feel like
something is missing, this book will show you exactly what that missing piece is.

What You Will Learn

«  Why most beginner accounts fail and what you can do differently

«  What risk management truly means and why it goes beyond just setting a stop loss
+ How to calculate the right position size for every single trade

« How to set stop losses and take profits based on logic, not guessing

« How to control your emotions so they do not destroy your discipline

« A complete, simple risk management system you can start using immediately
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« A 30-day plan to build strong trading habits that stick

How to Use This Book
Read each chapter in order. Do not skip ahead. Every chapter builds on the one before it. At

the end of each chapter, there are key takeaways and action steps you can apply right away.

At the back of the book, you will find a pre-trade checklist and a quick reference cheat sheet.

Print them out and keep them next to your screen while you trade.

m A Word Before You Begin
Risk management is not exciting. It does not promise overnight riches. But it is the only reason

some traders are still in the game after five years while others quit after five weeks. If you want
to be in this for the long term, this book is your starting point.
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Why Most Trading Accounts Fail

Before you can protect your account, you need to understand exactly how accounts get
destroyed. This is not about theory. These are real mistakes that real traders make every
single day. Some of them might already sound familiar to you.

The 9 Account Killers Explained

1. Trading Too Large
This is the number one reason beginners lose money fast. When you are new, you want

results quickly. So you open a trade with a large lot size, thinking bigger size means bigger
profits. And sometimes it does. But when the trade goes against you, that same large size
turns into a massive loss.

Here is what actually happens: A new trader opens a $500 account. They risk $100 on their
first trade because they want to double the account quickly. The trade loses. Now they have
$400. They risk $100 again. Another loss. Now $300. Three more trades like that and the
account is gone. Not because the strategy was wrong. Because the risk was too large.

Large lot sizes do not give you an edge. They only make your losses bigger and your emotions
stronger. A 1% loss hurts a little. A 20% loss hurts a lot and makes it very hard to think clearly.

2. Trading With No Stop Loss
Some traders remove the stop loss because they believe the market will come back.

Sometimes it does. But sometimes it does not. And when it does not, the loss can be so
large that the account never recovers.

Not having a stop loss is like driving a car with no brakes. You might be fine for a while. But
when something unexpected happens, you have nothing to slow you down. A stop loss is
your brake. Always use it.

3. Moving the Stop Loss Further Away
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This one is tricky because it feels like the smart thing to do. The trade is going against you.
So instead of accepting the small loss, you move the stop further away and hope the market
comes back. Sometimes it does. But you are now taking a larger loss than you planned. And
you are letting hope control your decision instead of your system.

Every time you move a stop loss further away to avoid a loss, you are breaking your own rules.
That small habit, done repeatedly, is how traders turn a $10 loss into a $100 loss.

4. Revenge Trading
You just lost a trade. You feel angry, frustrated, or embarrassed. So you jump back into the

market immediately to win the money back. This is called revenge trading, and it is one of the
fastest ways to destroy an account.

The problem with revenge trading is that you are not thinking clearly. Your emotions are in
control, not your system. You are not waiting for a valid setup. You are just trying to feel
better by recovering the loss. And you usually end up losing even more.

5. No Daily Loss Limit
Without a maximum loss limit for the day, a bad morning can turn into a destroyed week. You

keep telling yourself: 'Just one more trade and | will recover.' But that one more trade keeps
not working, and before you know it, you have lost 20% of your account in a single session.

A daily loss limit is a rule you set in advance. It says: 'If | lose more than X amount today, |
stop trading.' This one rule alone can save your account more times than any indicator ever
will.

6. Ignoring Currency Correlation
Many beginner traders think that opening five different trades means they are spreading their

risk. But if those five trades all move in the same direction because of a dollar move, you are
not diversified at all. You have essentially made one large bet.

For example, if you are buying EURUSD, GBPUSD, AUDUSD, and NZDUSD at the same
time, and the US Dollar suddenly gets stronger, all four of those trades will likely lose
together. Your risk is not 1% per trade. Your real risk is 4% in one direction.

7. Poor Reward-to-Risk Habits
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Some traders take trades where the potential profit is smaller than the potential loss. For
example, risking $20 to make $10. Even if they win 60% of their trades, they will still lose
money over time. This is a math problem, not just a strategy problem.

8. Overtrading
Overtrading means taking too many trades, usually because you are bored, impatient, or

trying to force the market. More trades do not mean more profit. More trades often mean
more fees, more emotional decisions, and more losses.

Good trading is about waiting for the right setups. A beginner who takes three well-planned
trades a week will usually do better than a beginner who takes twenty random trades.

9. No Trading Journal

If you are not tracking your trades, you have no way of knowing what is working and what is
not. A trading journal is how you find patterns in your own behavior. It shows you when you
trade well, when you trade emotionally, and where your real weaknesses are.

A trading account rarely dies from one bad trade. It dies from the same bad decisions being
made over and over again without awareness or correction. The traders who survive are the
ones who identify their weaknesses early and put a system in place to manage them.

What Survives Teaches You More Than What Wins

In trading, your losses are your best teachers. When you win a trade, it is easy to assume
everything you did was correct. But when you lose, if you take the time to review it honestly,
you learn exactly where the problem was.

The goal for the first months of trading is not to make a lot of money. The goal is to stay in
the market long enough to build real skill. And you cannot do that if your account gets wiped
out every time you make a mistake.
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m Key Takeaways from Chapter 1
Accounts fail because of repeated bad decisions, not one bad trade.

The 9 account killers are: trading too large, no stop loss, moving stop loss, revenge trading, no
daily limit, ignoring correlation, poor reward-to-risk, overtrading, and no journal.

Protecting your account is more important than making fast profits.
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CHAPTER 2

What Risk Management Really Means

Most beginners think risk management just means setting a stop loss. But it is much more
than that. Risk management is a full system that controls every decision that could affect how
much money you lose.

The 5 Questions Every Trade Must Answer
Before you place any trade, your risk management system should be able to answer these

five questions clearly:
Question 1: How much money should I risk on this trade?

This is your risk per trade. It should be a fixed percentage of your account, not a random
number.

Question 2: Where should my stop loss go?

Your stop loss should be placed at a level where your trade idea is no longer valid, not just
where you feel comfortable.

Question 3: How many lots should I trade?

Your lot size should be calculated based on your risk amount and your stop loss distance,
not based on how confident you feel.

Question 4: How much can | lose today or this week?

You need a daily and weekly maximum loss limit. Once that limit is hit, trading stops for that
period.

Question 5: When should | stop trading for the day?

You need a clear rule for when to close the charts and walk away. This protects you from
emotional overtrading.

m If You Cannot Answer These Questions
If you sit down to trade and you cannot answer all five questions before clicking buy or sell, then
you are not trading with a system. You are trading on hope. And hope is not a strategy.
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Survival First: The Beginner's Priority
Here is the truth most trading courses do not tell you: The first goal of a beginner is not to

make money. The first goal is to not lose money faster than you can learn.

Think about it this way. If you deposit $1,000 and you blow it in two weeks, you have learned
almost nothing except that trading is painful. But if that same $1,000 lasts six months
because you managed your risk properly, you will have made hundreds of trading decisions,
built discipline, and developed real skill.

"The trader who survives 100 trades with a small account will always
outperform the trader who tried to get rich with a large account and failed.”

Survival is what gives you the time to improve. And time is the most valuable resource you
have as a new trader.

From Gambling to Trading: The Mindset Shift

Gambling and trading look similar on the surface. Both involve putting money at risk with the
hope of making more. But there is one fundamental difference: A gambler relies on luck. A
trader relies on a system.

The Gambler Mindset The Trader Mindset

Decides size based on feeling Calculates size based on rules
Has no stop loss Always has a stop loss

Keeps losing trades open hoping Closes losing trades at plan
Trades to feel excitement Trades to execute a system
Blames the market when wrong Reviews the trade and learns
No daily limit Stops when daily limit is hit

Every time you make a risk decision based on emotion rather than rules, you are gambling.
The goal of this book is to move you from the gambler column into the trader column, one
rule at a time.

Optimal Traders Circle 8 The Risk Management System



m Key Takeaways from Chapter 2
Risk management is a full system, not just a stop loss.

Every trade must answer 5 questions before you enter.
Survival is the first goal of every beginner.

The difference between gambling and trading is having a system.
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The Core Rules of Account Protection

Now we get into the actual rules. These are the rules that, when followed consistently, form a
wall around your account. Think of them as your personal trading laws. You do not break
them. Ever.

Rule 1: Risk a Fixed Small Percentage Per Trade
The safest approach for beginners is to risk between 0.5% and 1% of your account on any

single trade. That might sound too small. But let us look at what it actually means in

numbers.
$500 1% $5
$500 0.5% $2.50
$1,000 1% $10
$1,000 0.5% $5
$2,000 1% $20
$5,000 1% $50

At 1% risk, you would need to lose 100 consecutive trades to wipe out your account. That is
extremely unlikely. This is how you stay in the game long enough to improve.

New traders often feel that 1% risk is too small to matter. But consider this: if you make 5 trades
a week at 1% risk with a 1:2 reward-to-risk ratio and you win just half of them, you are
profitable. Small risk, done consistently, builds accounts.

Rule 2: Set a Daily Loss Limit
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A daily loss limit is a hard rule that says: 'l will not lose more than X amount today.' Once that
limit is hit, the charts close and trading stops.

A good starting point for beginners is 2% to 3% of the account per day. This means if you are
trading a $1,000 account, once you have lost $20 to $30 in a day, you are done. No more
trades until tomorrow.

This might feel restrictive. But think about what happens without it. A bad morning leads to
emotional trading. Emotional trading leads to more losses. By the time the trading session
ends, a 2% loss has become a 10% loss. The daily limit stops that chain reaction.

Rule 3: Set a Weekly Loss Limit

The weekly loss limit works the same way but on a broader scale. A good range for
beginners is 5% to 6% per week. If you hit that limit on Wednesday, the rest of the week is
for review, not for trading.

Many experienced traders will tell you that some of their biggest improvements came when
they started forcing themselves to pause after a bad stretch. When you are losing
consistently, it usually means something is wrong, either with your reading of the market,
your emotional state, or your discipline. A forced pause gives you time to find the problem
before it gets worse.

Rule 4: Never Risk Based on Emotion
Your risk percentage should never change because of how you feel. Do not increase your lot

size because you just won three trades and you feel unstoppable. Do not decrease your
discipline because you are frustrated after a loss.

Emotion-based sizing is one of the most dangerous habits in trading. It feels natural because
your confidence goes up when you win and goes down when you lose. But your risk rules
should not follow your emotions. They should follow your system.

After a string of wins, many traders increase their lot size because they feel they are 'on a roll.'
This is when the market usually punishes them. A large trade placed out of overconfidence can
wipe out all the previous gains in one move.

Optimal Traders Circle 11 The Risk Management System



Rule 5: Know Your Total Open Exposure
When you have multiple trades open at the same time, you need to know the total amount

you could lose if all of them hit their stop loss at once. This total is your open exposure.

For example, if you have three trades open and each one risks 1% of your account, your
total open exposure is 3%. If those trades are on correlated pairs and the market moves
against you sharply, you could lose 3% very quickly. You need to be comfortable with that
number before opening the third trade.

Beginner Target Why It Matters

Stops one trade from damaging the

Risk per trade 0.5% to 1%
account badly
. - Prevents emotional overtrading in one
Dalily loss limit 2% to 3% . <
session
Weekly loss limit 5% to 6% Forces a reset before damage grows
Prevents several trades from acting like
Open exposure Max 3% to 5% total g

one big bet

Risk 0.5% to 1% per trade as a beginner.

Set a daily loss limit of 2% to 3% and stop when it is hit.

Set a weekly loss limit of 5% to 6% to force pauses during bad stretches.
Never change your risk size based on emotion.

Track total open exposure across all trades, not just one at a time.
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Position Sizing Made Simple

Position sizing is how you decide how many lots to trade. Most beginners ignore this and just
pick a number that feels right. This is a big mistake. Position sizing is the tool that connects
your risk rules to the actual trade.

What Position Sizing Really Is

Every trade you take has a stop loss. That stop loss is a certain number of pips away from
your entry. Position sizing is the process of choosing a lot size that makes sure when price
hits that stop loss, you lose exactly the amount you planned to risk, and not a dollar more.

For example, if you plan to risk $10 on a trade and your stop loss is 20 pips, your lot size
should be small enough that 20 pips equals $10. If you use too large a lot size, 20 pips might
equal $50 and now you are losing five times what you planned.

The Simple Formula to Calculate Lot Size
Here is the basic formula in plain language:

Risk Amount + (Stop Loss in Pips x Pip Value) = Lot Size

Practical Examples Step by Step
Example 1: EURUSD with a $1,000 Account

Account Size $1,000
Risk Per Trade (1%) $10

Stop Loss Distance 20 pips

Pip Value (standard lot, reference) $10 per pip
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Pip Value Needed for Your Risk $10 + 20 pips = $0.50 per pip

Lot Size 0.05 lots (micro lot)

Example 2: Wider Stop Loss Means Smaller Lot Size
Now imagine the same trade but with a 50 pip stop loss instead of 20 pips. Your risk amount

stays the same: $10. But the pip value you can afford is now smaller because the stop is
bigger.

Account Size $1,000

Risk Per Trade (1%) $10

Stop Loss Distance 50 pips

Pip Value Needed $10 + 50 pips = $0.20 per pip
Lot Size 0.02 lots (micro lot)

Your lot size changes with every trade depending on the stop loss distance. A wider stop
means a smaller lot. A tighter stop can allow a slightly larger lot. This is how you keep your risk
constant even when every trade looks different.

Why Wrong Sizing Can Destroy a Good Strategy

Imagine you have a strategy that wins 55% of the time and has a 1:2 reward-to-risk ratio.
That is a profitable strategy in theory. But if you are sizing your positions randomly, a few
large losses can wipe out all the small wins. The strategy is not broken. The position sizing is
broken.

Consistent position sizing is what turns a good strategy into consistent results. Without it,
even a great strategy will produce unpredictable outcomes.

A Simple Tool to Help You
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Many trading platforms like MetaTrader 4 and MetaTrader 5 have built-in position size
calculators. There are also free online calculators where you enter your account size,
currency pair, stop loss in pips, and risk percentage, and it tells you the exact lot size to use.
Always calculate before you trade.

m Key Takeaways from Chapter 4
Position sizing links your risk rules to your actual trade.

Use the formula: Risk Amount =+ (Stop Loss in Pips x Pip Value) = Lot Size.
A wider stop loss requires a smaller lot size.

Consistent sizing is what makes a profitable strategy actually deliver profits.
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CHAPTER 5

Stop Loss and Take Profit Rules That
Protect You

The stop loss and take profit are the two most important levels on every trade you place.
Together, they define your trade plan. Without them, you are trading without a plan.

How to Place Your Stop Loss Correctly
Many beginners place their stop loss based on how much money they want to risk, not based

on what the chart is telling them. For example, they might say: 'l only want to lose $10 on this
trade, so | will put my stop 5 pips away.' The problem is that a 5-pip stop might be inside
normal market noise. Price moves 5 pips in any direction almost every minute.

The correct way to place a stop loss is to look at the chart and find the level where your trade
idea is no longer valid. Then you put your stop there. After that, you calculate the lot size to
match your risk amount.

m The Golden Rule of Stop Loss Placement

The chart tells you WHERE to place the stop loss. Your risk rules tell you HOW BIG the lot size
should be. Never reverse this. Never let your desired loss amount decide where the stop goes
on the chart.

Common Stop Loss Placement Methods
« Below a support level for a buy trade

« Above a resistance level for a sell trade
+ Below the last swing low for a buy trade
« Above the last swing high for a sell trade

« Below or above a key moving average level

Understanding Reward-to-Risk Ratios
The reward-to-risk ratio compares how much you could make versus how much you could

lose on a trade. If you risk 10 pips to make 20 pips, your ratio is 1:2. If you risk 20 pips to
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make 20 pips, your ratio is 1:1.

A 1:1 ratio means you need to win at least 50% of your trades just to break even. A 1:2 ratio
means you can lose 40 out of 100 trades and still be profitable. This is why the ratio matters
SO much.

Win Rate Needed to Break

Reward-to-Risk Even Notes

1:1 50%+ needed to profit Very hard to maintain long term
1:2 34%+ needed to profit Good target for most beginners
1:3 26%+ needed to profit Excellent if achievable

For beginners, aim for a minimum of 1:2 on your trades. This gives you a mathematical
advantage even if you are wrong more often than you are right.

Why Traders Move Their Stop Loss and How to Stop

Moving your stop loss further away is one of the most common and most destructive habits
in trading. It always starts with a small justification: 'The market is just testing this level. I will
give it a bit more room.’

But what you are actually doing is changing your plan mid-trade based on emotion. You are
choosing hope over your system. And every time you do it and it works, you reinforce a bad
habit. Until the one time it does not work and the loss is enormous.

The only acceptable reason to move a stop loss is to move it in your favor as the trade works.
This is called trailing the stop and it locks in profit. Moving a stop further away from entry to
avoid a loss is never acceptable in a disciplined system.

Take Profit: Locking In Gains the Smart Way

Just as important as the stop loss is your take profit level. Many beginners either close trades
too early out of fear, or hold too long out of greed. Both habits hurt profitability.

There are two common approaches to managing your take profit:

Optimal Traders Circle 17 The Risk Management System



Option 1: Fixed Take Profit Level
You set your take profit at a specific level before entering the trade, usually at the next key

resistance for a buy trade or support for a sell trade. This is simple, clear, and removes
emotion from the exit.

Option 2: Partial Close and Trail
You close part of your position, for example 50%, when price reaches a certain target. Then

you move your stop loss to break even on the remaining position and let it run further. This
method reduces risk while still allowing you to capture larger moves.

Place your stop loss where the trade idea is invalid, not based on the money amount.
Aim for at least a 1:2 reward-to-risk ratio.
Never move your stop loss further away to avoid a loss.

Plan your take profit before entering the trade.
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Correlation and Hidden Risk

This chapter covers one of the most overlooked dangers in forex trading: the risk you cannot
easily see. It is called currency correlation, and it can turn what looks like five separate
trades into one massive bet.

What Currency Correlation Means
Currency correlation means that some pairs tend to move in similar directions at the same

time. This happens because many pairs share the same currencies. For example, EURUSD,
GBPUSD, and AUDUSD all have the US Dollar as the second currency. When the Dollar
gets stronger, all three of those pairs tend to fall at the same time.

On the other hand, USDCHF and USDCAD have the Dollar as the first currency. When the
Dollar gets stronger, these tend to rise. So they move opposite to EURUSD.

Positive correlation: pairs that tend to move in the same direction (e.g., EURUSD and
GBPUSD).

Negative correlation: pairs that tend to move in opposite directions (e.g., EURUSD and
USDCHF).

Understanding this helps you avoid accidentally doubling your exposure.

The Hidden Danger of Multiple Open Trades

Here is a real example of how correlation becomes a problem:

EURUSD Buy 1% USD weakness
GBPUSD Buy 1% USD weakness
AUDUSD Buy 1% USD weakness
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NZDUSD Buy 1% USD weakness

On paper, you are risking 1% per trade. But if a big news event suddenly makes the Dollar
very strong, all four trades will lose at the same time. Your actual risk in that moment is 4% of
your account, not 1%.

How to Check and Manage Correlated Pairs

Step 1: Check Before You Open
Before opening a second trade, ask yourself: is this pair connected to the one | already have

open? If both trades depend on the same market moving in the same direction, they are
correlated.

Step 2: Reduce Size on Correlated Trades
If you want to trade two correlated pairs, reduce the risk on each trade. Instead of 1% on

each, consider 0.5% on each so your total exposure stays at 1%.

Step 3: Count Total Direction Exposure
Instead of just counting how many trades you have open, count how much of your account is

going in each direction. Ask yourself: 'How much do | lose if the Dollar suddenly gets very
strong?' That number is your real risk.

Never assume that because you have multiple trades open, you are protected. Multiple
correlated trades in the same direction is not diversification. It is multiplication of risk.

Correlated pairs move in similar directions and create hidden risk.
Four 1% trades on correlated pairs can act like a single 4% trade.
Always check the relationship between your open trades.

Reduce individual trade size when trading correlated pairs.
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Emotional Control Is Part of Risk
Management

You can have the best risk management system in the world. But if your emotions override it,
the system is useless. This chapter is about the human side of trading, and it is just as
important as the numbers.

The Most Dangerous Emotional Mistakes

Fear of Missing Out (FOMO)
FOMO happens when you see a trade moving fast and you jump in without a proper setup

because you do not want to miss the move. The problem is that by the time you notice a
fast-moving trade, the best entry is often already gone. And now you are entering late, at a
bad price, with a bigger stop loss and a smaller reward.

Holding Losing Trades Too Long
This is driven by the ego. Nobody wants to be wrong. So instead of accepting the loss at the

planned stop loss level, traders hold the trade and hope it comes back. Sometimes it does.
But the habit of overriding your stop loss based on hope leads to account-destroying losses
over time.

Increasing Size After a Win
After a few wins, it is natural to feel confident. But overconfidence makes traders increase

their lot size beyond their rules. This is exactly when the market tends to deliver a large loss.
And because the size is bigger, that one loss can wipe out several previous wins.

Revenge Trading After a Loss
This is the most emotionally charged mistake. After a loss, the brain wants to fix the damage

immediately. So traders open new trades quickly, often without proper setups, just to 'get the
money back.' This almost always makes the situation worse.

How Emotions Hijack Your System
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Here is how the emotional cycle works in trading:

1. You enter a trade following your rules.

2. The trade goes against you temporarily.

3. You start to feel anxious and doubt your plan.

4. You move the stop loss to avoid accepting the loss.
5. The trade continues against you.

6. You now have a much bigger loss than planned.

7. You feel frustrated and want to make it back.

8. You take another trade without a proper setup.

9. That trade also loses.

10. The cycle repeats and gets worse each time.

This emotional cycle is responsible for more account blow-ups than any bad strategy. The way
to break it is to recognize it early and have rules in place that you commit to before the emotion
starts.

Building Discipline Into Your Daily Routine

Write Your Rules Down

Do not keep your trading rules in your head. Write them down on paper or save them
somewhere you can see before every trading session. When the rules are in front of you, it is
harder to break them.

Use a Pre-Trade Checklist
Before every trade, run through a checklist of your rules. Ask yourself: Is this a valid setup?

Is my risk correct? Is my stop loss in the right place? This slows you down and forces logical
thinking before you click.

Keep a Detailed Trading Journal
A journal is where emotional patterns become visible. Write down not just the entry and exit,

but also how you were feeling before and during the trade. Over time, you will notice
patterns: perhaps you always overtrade on Fridays, or you always break your rules after a
big win. The journal reveals what your memory hides.
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Stop After Your Daily Limit Is Hit
This rule must be non-negotiable. The moment your daily loss limit is hit, close the charts

and walk away. Do not look at the market again until tomorrow. This one rule will save your
account more times than you can count.

The Pre-Trade Mental Check

Before you enter any trade, ask yourself these questions honestly:

« Am | trading based on a clear setup or because | am bored?

+ Am | still feeling emotional from the last trade?

+ Have | already hit my daily loss limit?

« Am | increasing size because | feel overconfident?

+ Am | trying to recover a previous loss?

+ Is this the kind of trade | would take on my best day?

If the answer to any of the first five questions is yes, do not take the trade. Walk away. Come
back when you are calm and your system is guiding you.

Emotional control is a core part of risk management.

FOMO, revenge trading, and overconfidence are the biggest emotional threats.
The emotional cycle can destroy accounts faster than any bad strategy.

Write your rules down, use a checklist, and keep a journal.

Stop trading immediately when the daily loss limit is hit.
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A Practical Risk Management System You
Can Use

Everything you have learned in this book comes together in this chapter. Here is a complete,
simple risk management system that you can apply before your next trade.

Step 1: Set Your Risk Per Trade
Before you do anything else, decide how much of your account you are willing to lose on a

single trade. For beginners, this should be 1% or less. Write this number down and never
change it based on how you feel.

Step 2: Analyze the Chart and Find Invalidation
Look at the chart and find the level where your trade idea is no longer valid. This is where

your stop loss will go. It should be based on market structure: a key support, resistance,
swing high, or swing low. Not based on pip distance or money.

Step 3: Calculate Your Lot Size
Use the position sizing formula: Risk Amount + (Stop Loss Pips x Pip Value). Adjust your lot

size so that if price hits your stop, you lose exactly your planned risk amount. Use a
calculator if needed. This step is non-negotiable.

Step 4: Check Total Open Exposure
Look at all your open trades. Add up the total risk. If adding this new trade pushes your total

exposure beyond 3% to 5%, either reduce the lot size or skip the trade until an existing trade
closes.

Step 5: Set Your Take Profit and Exit Plan
Decide in advance where you will take profit. Write it down. Also decide: will you close the full

position at once, or close 50% early and trail the rest? Know your exit plan before you enter.
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Step 6: Apply Daily and Weekly Limits
Check your current daily and weekly loss. If you are near your limit, be extra cautious or do
not trade. If you have already hit your limit, close the charts. No exceptions, no excuses.

Step 7: Review the Trade After It Closes
After every trade, write in your journal. Note the entry, stop, take profit, lot size, reason for

the trade, your emotional state, and the result. Review your journal at least once a week.

Risk small. Size correctly. Stop early when wrong. Stay consistent when right. Review
everything. Never break the rules.

How to Apply This System Every Single Day

The system only works if you use it every time. Not most of the time. Every time. Here is a
simple daily routine that helps you stay consistent:

- Before the session: Review your open trades and check your journal from yesterday.
« Before each trade: Run through the 7-step system above.

+ During the trade: Do not touch the stop loss or move it further away.

« After each trade: Write in your journal immediately while the memory is fresh.

« End of session: Check your daily loss. If it is near the limit, close the charts.

The 7-step system covers everything from risk setting to trade review.
Apply the full system to every trade, not just some trades.
Build a daily trading routine around these steps.

Consistency is what turns this system into real results.
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Common Mistakes and How to Fix Them

Even with the best system, mistakes happen. This chapter covers the ten most common
mistakes that beginners make with risk management and gives you a clear fix for each one.

Mistake 1: Thinking a bigger lot means faster success
Why this happens: The bigger the lot, the faster the losses grow. A large lot might make

you money on a winning trade, but it will destroy you on a losing trade. Focus on consistency
over size. Consistent small gains build accounts. Inconsistent large trades blow them up.

Risk 1% or less per trade. Focus on making good decisions, not on making quick money.

Mistake 2: Using the same lot size on every trade
Why this happens: Every trade has a different stop loss distance. If you use the same lot

size regardless of how far your stop is, your actual risk changes with every trade. Sometimes
you will be risking 0.5%, other times 5%, without even realizing it.

Calculate the correct lot size for every single trade based on the stop loss distance and your
risk percentage.

Mistake 3: Ignoring news events
Why this happens: Major economic news events like interest rate decisions, inflation data,

and employment reports can cause sudden, sharp moves in the market. If you are in a trade
when one of these hits, your stop loss might not trigger at the planned level because the
market gaps through it.
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Check the economic calendar before each session. Avoid entering new trades just before major

news events.

Mistake 4: Overtrading after a loss
Why this happens: The emotional need to recover a loss quickly is very powerful. But

trading more to make back money almost always leads to more losses. The market does not

care about your loss. It will not give you an easy recovery trade.

After a loss, step away from the charts. Review what happened. Only return when you are calm

and there is a valid setup.

Mistake 5: Having no trading journal
Why this happens: Without a journal, you repeat the same mistakes without knowing it. You

have no record of your patterns, your emotional triggers, or what is actually working.

Track every trade. Include entry, stop, target, lot size, reason, emotion, and result. Review

weekly.

Mistake 6: Confusing confidence with discipline
Why this happens: Confidence feels like you know what will happen next. Discipline means

you follow your rules whether you feel confident or not. Real confidence in trading comes

from following your system consistently, not from making one big winning trade.

Follow your rules on every trade, especially when you do not feel like it. That is discipline.

Mistake 7: Not reviewing losing trades
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Why this happens: Many traders want to forget bad trades as quickly as possible. But those
are the trades with the most information. Each losing trade tells you something about your
system, your entry, your stop placement, or your emotional state.

Review every losing trade within 24 hours. Ask: Was this a valid setup? Did | follow my rules?
What can | improve?

Mistake 8: Skipping position sizing when in a hurry
Why this happens: Sometimes the market is moving fast and you rush into a trade without

calculating the lot size properly. This is when the biggest mistakes happen. A rushed trade
with the wrong lot size can cause a loss much larger than planned.

Never enter a trade without calculating position size first. If you cannot take the time to do it,
skip the trade.

Mistake 9: Not adjusting risk after a drawdown
Why this happens: After a series of losses, your account is smaller. But many traders keep

risking the same dollar amount instead of adjusting to the new account balance. This means
they are actually risking a higher percentage after a bad run.

Always calculate your risk as a percentage of your current balance, not a fixed dollar amount.

Mistake 10: Setting unrealistic profit targets
Why this happens: Beginners often start with the goal of doubling their account in one

month. This leads to oversizing, overtrading, and taking bad setups just to chase the target.
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m The Fix
Set realistic goals. Focus on your process, not percentage targets. In your first months, a month
where you followed your rules consistently is a successful month, regardless of profit.
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CHAPTER 10

Your 30-Day Commitment Plan

Reading this book is the first step. Applying it is the real work. This chapter gives you a
week-by-week action plan to build strong risk management habits over the next 30 days.

"You do not rise to the level of your goals. You fall to the level of your
systems."

Why 30 Days?

Most experts agree that consistent daily action over several weeks is what it takes to build a
new habit that sticks. If you follow this plan for 30 days without exception, the risk
management behaviors in this book will start to feel automatic. They will become the way you
trade, not something you have to force yourself to do.

Week 1: Build the Foundation

Days 1to 7

« Write down your core risk rules on paper. Risk per trade, daily limit, weekly limit.

« Set up your trading journal. You can use a notebook or a spreadsheet.

+ Calculate what 1% of your current account balance is. This is your max risk per trade.
» Practice the position sizing formula on demo trades until it feels natural.

+ Read Chapter 1 again and identify which of the 9 mistakes you have made before.

« Print the pre-trade checklist from Chapter 11 and place it next to your screen.

« If you are brand new, consider using a demo account this week before risking real
money.

Week 2: Apply the System
Days 8to 14

+ Begin taking live trades, but use very small position sizes.
« Before every trade, run through the full 7-step system from Chapter 8.
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After every trade, write in your journal immediately.

Check your daily loss limit after every trade session.

If you hit your daily limit, close the charts. Practice this habit now.

At the end of the week, review your journal. Look for patterns.

Identify your biggest emotional challenge and write about how you will handle it.

Week 3: Identify and Fix Weak Points
Days 15to 21

L]

Review your trades from Week 2. Where did you break your rules?

For each rule you broke, write down what triggered it and how to prevent it next time.
Check whether you are correctly calculating position size on every trade.

Check your reward-to-risk ratios. Are you consistently achieving at least 1:27?

Practice stopping immediately when the daily limit is hit, even if it feels uncomfortable.
Read Chapter 7 again and identify which emotional mistake you are most prone to.
Continue journaling every trade without exception.

Week 4: Build Consistency
Days 22 to 30

At this point, the system should be starting to feel more natural.
Focus on execution quality. Every trade must go through the full checklist.

Review your month in full. How many times did you follow the rules? How many times did
you break them?

Calculate your total loss and gain for the month. Was your risk managed correctly?
Write a one-page summary of what you learned about yourself as a trader.

Set your goals for the next 30 days based on what you have observed.

Celebrate any improvement, no matter how small. Progress is progress.

What Success Looks Like in 30 Days

Success after 30 days is not necessarily about profit. Success is:

L]

You followed your risk rules on at least 80% of your trades.
You did not blow your daily loss limit without stopping.
You have a complete trading journal with no gaps.
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+ You know your personal emotional triggers and have a plan for them.
« You are calculating position size correctly before every trade.
+ You feel more calm and in control when you sit at the charts.

m Your Commitment Statement

Write this down and sign it: 'l commit to following my risk management rules for the next 30
days. | will not trade based on emotion. | will not break my daily loss limit. | will journal every
trade. | am building the habits that will protect my account and allow me to grow as a trader.'

m Key Takeaways from Chapter 10
Habits take 21 to 30 days to form. Commit to the full plan.

Week 1 is foundation. Week 2 is application. Week 3 is correction. Week 4 is consistency.
Success at 30 days is about rule-following, not profit targets.

Journal every trade and review weekly to catch patterns early.

Optimal Traders Circle 32 The Risk Management System



CHAPTER 11

Checklist and Cheat Sheet

This chapter is your quick reference guide. Print these checklists and keep them beside your
trading screen. Use the pre-trade checklist before every single trade. Use the daily checklist
at the start and end of every session.

Pre-Trade Checklist

Go through every item before you click buy or sell:

m Do I know clearly why | am entering this trade?

m Isthis avalid setup based on my strategy, not just a feeling?

m Have | checked the economic calendar for upcoming news?

m Is my stop loss placed where the trade idea is invalid, based on the chart?
m Have Il calculated the correct position size using the formula?

m Is my risk per trade within my 1% limit?

m What is my total open exposure right now, including this new trade?
m  Am | still within my daily loss limit?

m Do I have a clear take profit level or exit plan?

m Am | trading based on my system or based on emotion?

m Ifthis trade loses, will | accept it without changing my plan?

m Would | take this trade on my best trading day?

Daily Risk Checklist

Use this at the start and end of every trading session:
m Whatis my current account balance today?
m Whatis my 1% risk amount in dollars?

m Whatis my daily loss limit in dollars?
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How much have | already lost or made today?

Am | still within my daily limit?

Have | journalled all trades from today?

Am | in a good emotional state to continue trading?

What is my total open exposure right now?

Quick Reference Cheat Sheet

IHHHIIIIIIIIIIIIIiHaHIIIIIIIIIIIIEHH%HIIIIIIIIIIIIIIIII

Risk per trade

Dalily loss limit
Weekly loss limit
Total open exposure

Reward-to-risk ratio

Stop loss placement

Position sizing

Journal

Daily review

Revenge trading

Optimal Traders Circle

0.5% to 1% of account

2% to 3% of account
5% to 6% of account
Max 3% to 5% total
Minimum 1:2

Based on chart
structure

Calculated every
trade

Every trade, every
time

End of every session

NEVER
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Never risk more than 1% as a
beginner

Stop trading the moment this is hit
Pause and review if you hit this
Count all open trades together

Risk $10 to make at least $20

Where the trade idea is invalid

Use the formula before every
entry

Entry, stop, size, reason, emation,
result

Check limits, journal, emotional
state

Step away after losses. Review
first.
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m The One-Line Summary
Small risk. Correct size. Clear stop. Planned exit. Honest journal. Never break the rules.
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Conclusion: The System That Keeps You
in the Game

You have now read everything you need to build a solid risk management foundation as a
beginner forex trader. You know why accounts fail, how to size positions correctly, where to
place stop losses, how to manage your emotions, and how to build consistent habits over 30
days.

But knowing is not enough. The only thing that will change your trading is action. Applying
what you have learned, trade after trade, even when it is uncomfortable, even when you want
to break the rules, even when the market is tempting you to size up or hold on too long.

"The best risk management system is not the most complicated one. It is the
one you actually follow, every single time."

The traders who survive in this market are not the ones with the best indicators. They are the
ones who show up every day with a clear system, follow their rules, learn from every trade,
and protect their capital above everything else.

You now have that system. The rest is up to you.

What Is Your Next Step?

Now that you understand how to protect your account with a solid risk management system,
the next step is learning how to read the market structure more clearly. Even with strong risk
control, you still need to understand where the market is likely to react, reverse, or continue.
That is how you improve your trade timing and make better decisions.

Look out for the next book in this series:
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Market Structure Made Simple — See What Most Traders Miss

This will help you read the market with clarity and avoid the common mistake of trading without
understanding the bigger picture.

m Get Your FREE Premium Trading Tools

Want to level up your trading even further? Visit our resources page to get:

« Our premium trading journal template

- Powerful tools to track and improve your trades

« The full trading system used by our community

+ Real-time insights and trade ideas on our Telegram channel

m Type this link in your browser to access everything:
https://linktr.ee/optimalfx

Join hundreds of traders already using our system. Your growth starts here.

Ready for the next step in your trading journey?

Get the next book, trading resources and our step-by-
step guides designed to help you grow as a trader

Visit: https://www.tradewithotc.pro

If you found this book helpful, please leave an honest review. Your feedback helps other beginners
find the guidance they need to protect their accounts and build real trading skills.
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