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What drives the market? And what is your risk? 
 

Many advertisements to open accounts for CFDs, Forex, Binary Options and 

Shares create the expectation that you will quickly and easily make money.  

Every speculator dreams of his money being doubled every month or two.  

Unfortunately, that's not the reality.  

  

Not all trades are winners, you will lose many trades. You might be lucky to have 50% 

winning trades, the other 50% will be losers.  
  

In the long run there is only one way to make profits - cut your 

Losses, and let your winners run.  

 

Without a well thought-out and carefully executed trading plan, 

and without money management rules, you will struggle to be 

successful.  

  

It is often said that the two emotions of greed and fear is the main drivers of price 

movement. While it may be an oversimplification there is much truth in it. This chart shows 

the emotions during market movement over time.   

 

It is important to understand that in spite of al you’re planning and preparation you will not 

completely escape the emotional influences during a trade, especially if the trade suddenly 

and unexpectedly tank on you.   
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There are only five possible outcomes for a speculation trade:  
  

1. Break even  

2. Small Profit  

3. Small Loss  

4. BIG PROFIT  

5. BIG LOSS   

 
You should from the beginning be absolutely focused on not taking big losses  

One large catastrophic loss can deplete your capital. It is emotionally very difficult to come 

back and make money again. See the table below.  

 

  

 
If you start with $100,000 capital and you lose 2% ($2,000) you have $98,000 left.  

On the $98,000 capital left you must now make 2.04% profit to recover your loss and get 

your capital back to the original $100,000.  

If you lose 10%, you need to make back 11.1%.  

If your loss is as large as 40% you will have to make 66.7% profit on you remaining capital of 

$60,000 to get back to $100,000 capital.  

 
  

How much money can you afford to lose (How much risk are you prepared to 

take?) 

 
We assume that you will not put all your money at risk on one trade. A good rule of thumb is 

to never do a trade or strategy where you can lose more than 5% of your Trading Capital. 

This means that you can do 20 losing trades before depleting all your funds.  
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Low Risk: 1-2% of total funds  

Medium Risk: 2-5% of total funds  

High Risk: More than 5% of total funds  

Reckless: More than 20% of total funds  

  

Therefore it is so extremely important to remember - cut your Losses, and let 

your Winners run.  

 If you have 50% losing trades but never lose more than 5%, but you can with the 50% 

winning trades make 10% or better. It is theoretically possible that with $100,000 capital, 

after 10 trades to have $24,600 profit. See the table below.  
  


