
    
      
        
          
        
      

    


The Market Edge: A Diagnostic Guide to Achieving Profitability and Developing a Winning Mindset

––––––––
[image: image]


"The Market Edge" is an essential guide for traders looking to understand and manage the psychological aspects of their trading. The author draws on over two decades of experience as a psychologist to provide a comprehensive framework for diagnosing and managing the psychological aspects of trading.

Trading is not just about buying and selling, but it also involves dealing with a range of emotions, such as fear, greed, and anxiety, that can have a significant impact on trading decisions and outcomes. This book covers topics such as emotional intelligence, cognitive biases, decision-making processes, risk management, and goal-setting.

Each chapter includes diagnostic tools and exercises designed to help traders identify and manage their emotional and cognitive biases, as well as practical strategies for improving their trading performance. With clear explanations and real-world examples, "The Market Edge" is accessible to traders of all levels, from beginners to experienced professionals.

Whether you're a day trader, swing trader, or long-term investor, this book will help you understand the psychological factors that drive your trading decisions and provide you with the tools and techniques to improve your trading results. By following the diagnostic framework and strategies outlined in this book, you'll be able to develop a better understanding of yourself as a trader and achieve greater success in the markets.
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As traders, we've all heard of technical analysis, and many of us have tried to implement it in our trading strategies. But what if I told you that technical analysis is not just a skill that anyone can pick up easily? What if I told you that it is a visual competence that requires a specific set of skills and training, just like any other profession?

In this book, we will explore the concept of technical analysis as a visual competence. By highlighting this message, readers can understand the importance of approaching technical analysis as a visual skill that requires practice and development. This message sets the stage for the rest of the book and provides readers with a clear understanding of what they can expect to learn. We will delve into the skills and competencies required to master this technique and apply it successfully in trading. This is a new way of thinking about technical analysis, one that emphasizes the need for a specialized skill set that not everyone possesses.

The truth is, technical analysis is a skill that takes time and effort to learn, and not everyone is cut out for it. But for those who are willing to put in the work and develop their visual competence, the rewards can be substantial.

So, if you're ready to take your trading to the next level and become a true master of technical analysis, join me on this journey of discovery and enlightenment. Let's explore the world of trading psychology and unlock the secrets of this powerful visual competence together.

Have you ever analyzed your trading performance and felt like it didn't match your expectations? Or have you made trades that were completely out of character, due to the increasing pressure to perform, market volatility, long hours of analysis, and the uncertainty of the markets? All of these factors can contribute to increasing psychological stress in trading. Stressors can manifest as physical, psychological, or behavioral responses to the demands of trading. These stressors arise from the interaction between the demands of the markets and our individual ability to cope with them. Every trader reacts differently to the conditions they face in the markets, and often it is not just the markets alone that contribute to stress. Traders also have lives outside of trading - they have family, friends, hobbies, and personal responsibilities that can impact their trading performance. Whatever it may be, our personal lives cannot be left behind when we enter the trading world. We bring our whole selves to the markets.

Trading can be considered a business when it involves the buying and selling of goods or financial instruments for the purpose of making a profit. As such, traders who engage in trading as a primary source of income should treat it as a business, just like any other entrepreneurial venture.

This means that traders need to approach their trading activities with a professional mindset, which includes developing a business plan, setting goals and objectives, managing risk, tracking expenses and revenue, and keeping accurate records. They should also have a deep understanding of the markets they are trading in, including factors that may affect prices, such as economic data releases, geopolitical events, and market sentiment.

Treating trading as a business also requires traders to have a long-term perspective and to be disciplined in their approach. They need to have a solid understanding of their own strengths and weaknesses, as well as their risk tolerance, and be able to adjust their strategies accordingly.

In conclusion, whether traders are independent entrepreneurs or not, they should treat trading as a serious business venture if it is their primary source of income. This involves having a professional mindset, developing a sound trading plan, and being disciplined and adaptable in their approach.
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Why I wrote this book? 
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Trading is often considered an unconventional business because it involves dealing with probabilities and risks, as well as psychology. Unlike many other businesses, trading does not guarantee a profit, and traders must be prepared to accept losses as part of the trading process. This means that traders need to be comfortable with taking calculated risks and managing their exposure to potential losses.

In addition to managing risk, traders must also be aware of the psychological factors that can affect their trading decisions. These can include emotions such as fear, greed, and overconfidence, which can lead to irrational trading behavior and potentially costly mistakes. Traders must learn to recognize and manage these emotions, as well as develop the mental discipline needed to stick to their trading plans even when the markets are volatile.

Traders also need to be able to analyze and interpret market data and trends, as well as make quick decisions based on this information. This requires a deep understanding of the financial markets and the ability to stay up-to-date with current events that may affect market conditions.

Overall, trading can be a challenging and unconventional business that requires a unique skill set and mindset. Successful traders must be able to manage risk, analyze market data, and manage their emotions and psychology to make informed and profitable trading decisions.

“Once upon a time people were born into communities and had to find their individuality. Today people are born individuals and have to find their community.” 

This quote reflects a significant shift in how societies have evolved over time. In the past, people were born into communities that had established traditions, values, and ways of life. Their individuality was often subsumed by the community's collective identity, and they had to find ways to assert their uniqueness within that context. Today, in many parts of the world, people are born into a society that values individualism and encourages people to pursue their own interests and goals. 

In this context, finding a community that aligns with one's values and interests can be a challenge. It requires individuals to seek out like-minded people and build connections based on shared values and interests, rather than simply relying on their birth community to provide them with a sense of belonging. This shift has both benefits and drawbacks, as it can lead to greater individual autonomy and freedom, but it can also create feelings of isolation and disconnection for those who struggle to find a community that resonates with them.

This book is an attempt to provide guidance and insights to help traders improve their ability to connect with themselves and to connect with people of the same interest. The book may draw on research from psychology, sociology, or other related fields to explore the nature of human relationships and the factors that contribute to their success or failure in trading. The goal of this book is to empower traders to build stronger and more meaningful self-confidence, self-knowledge and better trading results.  So, let’s s talk about the topic. 

If successful this explanation will help you to change some of your ideas about what the psychological side of the trading is. It is intended to be a guide both to understanding irrational decision making in unpredictable situations and creating a strong self-confident knowledge-based competence as such.

First of all, let me explain why I am saying this. In my view the technical method of the market analysis, is a visual competency, meaning that being able to interpret and understand charts, graphs and other visual data is based on visual approach. Without a solid foundation in visual analysis, it can be difficult to make informed decisions and stay ahead of market trends. It will be much harder to comprehend if you don't approach this from a visual perspective. This method of market analysis requires certain skills that can be learned. You need to be able to identify patterns and movements as part of the business cycles. These skills or competencies include visual analysis, pattern recognition, mathematical understanding, and more. This visual approach may be heavily contaminated by psychological factors too. Our aim is to clear and categorize those factors which may hinder trading performance. 

Traders often strive to have an edge over the market in order to increase their chances of making profitable trades. This can involve analyzing data and market trends, identifying patterns, developing trading strategies, staying informed about relevant news and events and leveraging their own expertise and experience. Ultimately, having an edge in the market can help traders make more informed and profitable decisions, which is crucial for long-term success. Later we will see the two sides of coin and how they interact with each other. 

When it comes to the term "edge" in the context of market trading, it usually refers to a competitive advantage that a trader has over others in the market. This edge can come in different forms such as having access to better information, utilizing unique trading strategies or simply having a better understanding of market dynamics.

	Developing a proprietary trading algorithm that gives you an edge over other traders in the market.

	Using technical analysis to identify market trends and patterns, which can give you an edge in making profitable trades.

	Keeping up-to-date with market news and events, which can help you gain an edge by making informed trading decisions.

	Having a deep understanding of the psychological factors that drive market behavior, which can give you an edge in predicting market trends.

	Building a strong network of contacts in the industry, which can give you an edge by providing access to insider information.

	Having a strong and clear vision about the psychological side of the trading process


These are just a few examples, and there are many other ways that traders can gain an edge in the market. Ultimately, the key to success in market trading is to find a strategy that works for you and to continually refine and improve it over time.

Identifying patterns can indeed be a challenging task, especially in complex data sets. However, with practice and experience, it is possible to develop the skills and intuition needed to spot meaningful patterns and trends. Through a combination of visual analysis statistical methods and domain-specific knowledge traders can improve their ability to identify profitable trading opportunities and make informed decisions in the market. To do this we will need to have a free and open mind. 

When you are about to learn a new skill in any profession, it's important to approach it with a growth mindset. Embrace challenges, seek feedback, and keep an open mind to continuously improve and master your craft. In any field, the most successful individuals are those who never stop learning. Always strive to expand your knowledge and skills to stay ahead of the curve. In my opinion, success is not just about talent or natural ability; it's about dedication and hard work. With the right mindset and a commitment to constant improvement, you can achieve great things.

No matter how much you already know, there is always more to learn. Don't be afraid to challenge yourself and step outside of your comfort zone to reach your full potential. The path to mastery is paved with failures and setbacks, but it's those who persevere and learn from their mistakes who ultimately succeed. Whether you're a beginner or an expert in your field, there is always something new to discover. Stay curious, stay motivated, and never stop pushing yourself to grow.

Getting informed is essential in any kind of activity, not just trading. It allows you to understand the fundamentals of what you're getting into and to make more informed decisions. When it comes to trading specifically, getting informed means researching the market, understanding the various financial instruments available, and learning about the different strategies and techniques that traders use. It also means keeping up with news and events that may affect the market, as well as staying on top of the latest trends and developments in the industry. Ultimately, the more informed you are, the better equipped you'll be to make smart decisions and achieve success in your chosen activity.

Before you trade, it's generally a good idea to analyze the market and analyze yourself. Market analysis involves researching and evaluating various factors that may affect the price movements of the asset you are interested in trading. But the same importance has the psychological side too.

Some common methods of market analysis include fundamental analysis and technical analysis. Fundamental analysis involves examining the underlying economic and financial factors that may affect an asset's price, such as company earnings, economic indicators, and industry trends. Technical analysis, on the other hand, involves analyzing charts and technical indicators to identify patterns and trends in price movements.

In the market analysis process in general, people use fundamental or technical analysis, but there are people who are using sentiment analysis too. Sentiment analysis of the market consists of looking for patterns in public opinion and emotional response to various market trends and events. By analyzing social media sentiment, news articles, and other sources of information, traders can gain valuable insights into market sentiment and adjust their trading strategies accordingly.

As usual in trading, we use exclusive technical analysis in an algorithmic way.

The algorithm is a sequence of elementary steps used for problem-solving with the following properties:

	First of all, the algorithm terminates after a finite number of steps and provides a result.


	Second, the algorithm is unambiguous, meaning that the sequence of steps is defined in such a way that after each executed step, the next one is uniquely determined.


	Third, the algorithm is deterministic, meaning that for any given initial data, it will produce the same result for any execution.


	Finally, the algorithm is complete, meaning that it is not only applicable to a specific case but can solve all tasks of the same type.







The question of whether economics should be classified as a natural science is a matter of debate. While the use of mathematics and numerical analysis in market and business studies may suggest a natural science approach, the unique subject matter of social sciences sets it apart from other sciences. Behavioral studies, such as psychology, introduce a level of self-reference that is absent in natural sciences, requiring a different methodological approach. To understand the complexities of human reasoning, emotions, irrational decisions, business behavior, and trade, we must use the methods of natural sciences but translate them into allegories. However, it is important to note that relying solely on natural science methods can result in reductive simplicities that overlook the role of human intelligence and planning.

When it comes to market behavior, psychology can offer insights that complement the data-oriented analysis used in economics. While maximizing profits and calculating probabilities can be done with algebra and calculus, psychological factors cannot be ignored. Recognizing patterns in data is a useful tool, but an understanding of market principles and concepts is necessary to apply it effectively. For example, while fear may be a broad social phenomenon, a psychologist may be able to explain how it impacts individual decision-making in the market. Ultimately, interdisciplinary approaches that incorporate both natural science and social science perspectives can provide a more comprehensive understanding of complex economic systems.

Emotions influence decision-making: Emotions such as fear, greed, and hope can lead traders to make irrational decisions, such as holding on to losing positions for too long or selling too early due to fear. By understanding how emotions impact decision-making, traders can learn to manage their emotions and make more rational decisions.

Cognitive biases can distort perception: Cognitive biases such as confirmation bias, overconfidence, and hindsight bias can lead traders to overestimate the accuracy of their predictions and underestimate risk. Understanding these biases can help traders to recognize when they are making biased decisions and take steps to correct for them.

Trading psychology affects performance: Trading can be a high-pressure environment, and traders who are not able to manage their emotions effectively may make poor decisions and experience high levels of stress. On the other hand, traders who are able to maintain a positive mindset and manage their emotions effectively are more likely to perform well over the long term.

Psychology can help traders develop effective strategies: By understanding the psychological factors that influence trading behavior, traders can develop more effective strategies for managing risk, setting goals, and adapting to changing market conditions.
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The two sides of coin
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The phrase "the two sides of a coin" is a metaphorical expression that refers to two aspects of something that are interrelated, but opposite or contradictory in nature. It implies that just as a coin has two sides that cannot be separated, the two aspects of something are equally important and must be considered together to fully understand or appreciate it.

For example, when discussing a controversial issue, one might say that there are two sides to the argument, each with valid points. Or when talking about a person's personality, one might say that there are both positive and negative aspects to their character, like two sides of a coin.

The metaphor is often used to highlight the complexity of a situation or to remind us that there is more than one perspective to consider. It encourages us to see beyond a simple binary view and to appreciate the nuances and shades of gray in life.

In the context of trading skills, the phrase "the two sides of a coin" could refer to the two key aspects of successful trading: analysis and execution.

Analysis involves studying the markets, analyzing data, and identifying potential opportunities and risks. This is the side of the coin that requires a trader to have a deep understanding of market trends and the ability to interpret complex data.

On the other side of the coin, execution refers to a trader's ability to act on their analysis and make informed decisions in real-time. This requires discipline, focus, and the ability to manage emotions, as well as the technical skills to execute trades effectively.

Just like a coin, analysis and execution are inseparable when it comes to successful trading. A trader may have excellent analytical skills, but if they are unable to execute trades effectively, they will not be successful. Conversely, a trader who is skilled at executing trades but lacks strong analytical skills may be able to make some gains in the short-term but will struggle to achieve long-term success.

Practical skills refer to the technical abilities required to execute trades, such as understanding market mechanics, using trading platforms, managing risk, and analyzing data. These skills are crucial for making informed trading decisions and executing trades effectively.

Mental skills, on the other hand, refer to the psychological and emotional abilities required for success in trading, such as discipline, patience, focus, and emotional control. These skills are necessary to maintain a clear and objective mindset in the face of market volatility, losses, and other stressors that can affect a trader's decision-making ability.

Just like a coin, practical and mental skills are interconnected, and both are necessary for successful trading. A trader who has excellent practical skills but lacks strong mental skills may struggle to cope with the emotional pressures of trading, leading to impulsive decisions and poor performance. Similarly, a trader who has strong mental skills but lacks the practical skills to execute trades effectively may struggle to capitalize on market opportunities.

Therefore, to become a successful trader, it's important to develop both practical and mental skills, recognizing that they are two sides of the same coin. It's not enough to focus solely on technical abilities or emotional control - both are equally important and should be developed in tandem to achieve long-term success in trading. Is somebody wants to become a successful trader; one needs to develop both sides of the coin - strong analytical skills and the ability to execute trades effectively. It's not enough to be good at one or the other - both are necessary to achieve success in the highly competitive world of trading.

––––––––
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Trading skills described with verbs are:

	Proper execution

	Positively focused

	Thinking in probabilities

	Tolerance of emotional trauma

	Free mind

	Tolerance of pain

	Price/time analysis

	Price/volume analysis

	Acceptance of loss

	Ignoring circumstances
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Trading skills described with nouns are:

	Strategy

	Visual pattern recognition

	Risk evaluation

	Plan (enter and exit)

	Money management

	Indicators

	Good edge

	Time frames

	Mathematical formulas and calculations

	Data points and statistics


Trading Skills Described by Verbs:

	Proper Execution - This refers to the ability to execute trades in a timely and accurate manner, according to a predetermined plan. It involves placing orders at the right price, monitoring the trade for any changes, and closing the trade when appropriate.

	Positively Focused - Maintaining a positive attitude is crucial for traders, as the markets can be unpredictable and stressful. Staying positive can help traders stay motivated and focused on their goals, and avoid making emotional decisions that can lead to losses.

	Thinking in Probabilities - This means recognizing that trading is not about being right all the time, but about finding opportunities where the odds are in your favor. Traders who think in probabilities are able to make rational decisions based on the available information and manage risk effectively.

	Tolerance of Emotional Trauma - Trading can be emotionally taxing, as losses and gains can be significant. Traders who are able to tolerate emotional trauma can remain calm and rational during times of stress, and avoid making decisions based on fear or greed.

	Free Mind - This refers to having a clear and uncluttered mind, free from distractions or biases. Traders who have a free mind are able to focus on the task at hand, and make decisions based on objective analysis rather than emotion.

	Tolerance of Pain - This is related to the ability to tolerate emotional trauma, but specifically refers to the ability to withstand the pain of losses. Traders who are able to tolerate pain are less likely to panic and make irrational decisions when things go wrong.

	Price / Time Analysis - This involves analyzing price movements over time to identify trends and patterns. Traders who use price/time analysis are able to make informed decisions about when to enter or exit trades based on technical analysis.

	Price / Volume Analysis - This is similar to price/time analysis, but also takes into account trading volume. Traders who use price/volume analysis are able to see how many people are buying or selling a particular asset, and make decisions accordingly.

	Acceptance of Loss - This refers to the ability to accept losses as a natural part of trading. Traders who are able to accept losses are less likely to make emotional decisions, and are more likely to stick to their trading plan even in the face of adversity.

	Ignoring Circumstances - This means not letting external factors, such as news events or personal circumstances, influence trading decisions. Traders who are able to ignore circumstances are able to focus on the data and make objective decisions based on that data.


Trading Skills Described with Nouns:

	Strategy - A trading strategy is a plan for how to enter and exit trades, based on technical or fundamental analysis.

	Visual Pattern Recognition - This involves being able to recognize patterns in price movements and use that information to make trading decisions.

	Risk Evaluation - This refers to the ability to assess the risk of a particular trade and make decisions accordingly. Traders who are good at risk evaluation are able to manage risk effectively and minimize losses.

	Plan (Enter and Exit) - This is similar to a trading strategy, but refers specifically to the plan for entering and exiting a particular trade.

	Money Management - This involves managing your trading capital in a way that minimizes risk and maximizes potential returns. Traders who are good at money management are able to maintain their trading capital over the long term.

	Indicators - This is a technical analysis tool that shows the average price of an asset over a given period of time. Traders who use indicators are able to identify trends and make trading decisions based on that information.

	Good edge: This refers to having an advantage or edge in the market that allows you to consistently make profitable trades. This could be based on a particular trading strategy, technical analysis tools, or fundamental analysis insights. Traders strive to find a good edge in order to increase their chances of success in the market.

	Time frames: Different traders use different time frames for their analysis and decision-making. Some traders prefer short-term time frames, such as minutes or hours, while others focus on longer-term time frames, such as days, weeks, or months. The time frame a trader chooses will depend on their trading style and strategy, as well as their personal preferences.

	Mathematical formulas and calculations: Trading involves a lot of math, and traders use various formulas and calculations to analyze the market and make decisions. For example, traders might use technical indicators such as moving averages or Bollinger Bands, or they might use formulas for calculating support and resistance levels or trend lines. Having a good understanding of math and being able to apply it to trading is an important skill for traders.


	Data points and statistics: Traders rely heavily on data and statistics to inform their decisions. This could include analyzing historical price data, monitoring market trends, or tracking economic indicators and news events. Being able to interpret data and use statistics effectively is an important skill for traders, as it can help them identify opportunities and make informed trading decisions.


The two sides of trading are the human factor and the technical analysis. The human factor involves mental skills, which are described by verbs such as proper execution, positive focus, thinking in probabilities, tolerance of emotional trauma, having a free mind, tolerance of pain, price/time analysis, price/volume analysis, acceptance of loss, and ignoring circumstances. These skills are important in executing trades successfully and managing emotions throughout the trading process. The ability to maintain a positive mindset, focus on probabilities, and accept losses are crucial in achieving long-term success in trading.

On the other hand, technical analysis involves models, patterns, and maps that are described by nouns such as strategy, visual pattern recognition, risk evaluation, plan (enter and exit), money management, indicators, good edge, time frames, mathematical formulas and calculations, and data points and statistics. Technical analysis involves the use of charts and other market data to identify trends, patterns, and price movements to make informed trading decisions. It is important to have a good understanding of technical analysis to be able to analyze market movements and make decisions that are based on sound strategies.

Both the human factor and technical analysis are important in trading. While technical analysis provides the tools to analyze market movements, the human factor ensures proper execution of trades and management of emotions. Successful traders are those who are able to balance both aspects of trading and make informed decisions based on a combination of technical analysis and mental skills. While technical analysis can provide traders with valuable insights into market movements and potential trends, mental skills are essential for managing emotions and avoiding costly mistakes. It's important for traders to develop both skill sets in order to succeed in the long term.

Mental skills refer to the psychological and emotional aspects of trading, which are essential for making informed decisions and managing risk. These skills include proper execution, positive focus, thinking in probabilities, tolerance of emotional trauma, having a free mind, tolerance of pain, price/time analysis, price/volume analysis, acceptance of loss, and the ability to ignore circumstances.

Technical analysis, on the other hand, involves using charts, graphs, and other data points to identify patterns and make predictions about market movements. This includes developing strategies, recognizing visual patterns, evaluating risk, creating plans for entering and exiting trades, managing money, using indicators like moving averages, identifying good edge, analyzing time frames, and performing mathematical formulas and calculations.

Let’s see this in details: 
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Trading skills described by verbs:
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	Proper execution 


Proper execution is a key component of successful trading. It refers to the ability to execute trades efficiently and effectively based on one's trading plan and strategy. This involves making decisions about when to enter and exit trades, as well as managing risk and controlling emotions.

One important aspect of proper execution is having a clear trading plan in place. This plan should outline specific entry and exit points for trades, as well as guidelines for managing risk and maximizing profits. By following a well-defined trading plan, traders can minimize the impact of emotions and make more rational, data-driven decisions.

In addition to having a solid trading plan, proper execution also requires discipline and focus. Traders must be able to maintain a positive mindset and stay focused on their goals even when faced with difficult or uncertain market conditions. This involves thinking in probabilities and accepting the inherent risks and uncertainties of trading.

Ultimately, proper execution is a critical component of successful trading. By staying disciplined, focused, and committed to their trading plan, traders can increase their chances of success and achieve their long-term financial goals.

	Positivity 


Positivity and mental state are important factors in trading because they can impact a trader's decision-making process and overall performance. A positive mental state can help a trader stay focused, motivated, and confident, which are all essential qualities for success in trading. On the other hand, a negative mental state can lead to emotional trading, impulsiveness, and poor decision-making.

Maintaining a positive attitude and mindset can be challenging in the face of uncertainty and market volatility. However, traders can work to develop a positive outlook by focusing on the opportunities presented by the market and by maintaining a disciplined and consistent approach to their trading strategies. This might involve setting clear goals and objectives, creating a trading plan, and sticking to a set of predetermined rules and guidelines for entering and exiting trades.

Other techniques that traders use to maintain a positive mental state include visualization exercises, meditation, and positive self-talk. These practices can help traders stay calm, centered, and focused, which can in turn help them make better trading decisions and ultimately achieve greater success in the markets.

	Thinking in probabilities 







Proper execution is an essential mental skill in trading. It involves understanding that any trade has an inherent level of uncertainty and risk, and that no outcome can be guaranteed. Therefore, it is crucial to approach trading with a mindset that is focused on probabilities rather than certainties.

This means that traders need to develop a deep understanding of the probabilities involved in each trade, such as the likelihood of a certain asset increasing or decreasing in value, and use that understanding to inform their decision-making process. By thinking in probabilities, traders can make more informed decisions and avoid being swayed by emotions or biases.

Traders who think in probabilities are less likely to become overly attached to a particular trade or investment, as they understand that the outcome is not certain. Instead, they focus on analyzing the probabilities and making decisions based on that analysis.

In summary, thinking in probabilities is an important mental skill for traders, as it allows them to make informed decisions based on their understanding of the probabilities involved in each trade. This can help traders to avoid making emotional or biased decisions, leading to better outcomes in the long run.

	Tolerance 


Tolerance of emotional trauma is an important aspect of successful trading. Trading involves risks, and losses are a part of the game. It's essential to develop a mindset that can handle the emotional impact of losses and keep moving forward.

Traders need to be able to accept losses as a part of their trading strategy and not let them affect their decision-making ability. They should avoid getting too attached to their trades and maintain a clear mind that is not clouded by emotions.

Additionally, traders should learn to detach themselves from the outcome of each trade and focus on the process instead. They should be able to analyze their trades objectively and learn from their mistakes to improve their performance.

Developing a high tolerance for emotional trauma also requires discipline and mental toughness. Traders should have a routine that helps them manage their emotions and stay focused on their goals. This may include practices such as meditation, exercise, or journaling.

Overall, trading requires a strong emotional and mental resilience to handle the ups and downs of the market. Traders who can maintain a positive and focused mindset despite setbacks are more likely to succeed in the long run.
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	Free mind







Having a free mind means being able to remain calm and objective in the face of market volatility, unexpected events, and losses. It involves not letting emotions cloud your judgment or influence your decision-making process.

A free mind allows traders to remain flexible and adaptable to changing market conditions. It allows them to make rational decisions based on data and analysis rather than being swayed by fear, greed, or other emotions.

To develop a free mind in trading, traders often engage in mindfulness practices, meditation, or other techniques to help them stay focused and centered. They also work to develop a deep understanding of the markets and their own trading strategies, so they can react quickly and confidently to new information without getting bogged down by indecision or doubt.

	Tolerance of pain


Tolerance of pain refers to the ability to withstand losses and drawdowns without getting overly emotional or making impulsive decisions. This mental skill is important because losses are an inevitable part of trading, and traders need to be able to stay calm and disciplined even when things are not going their way.

Tolerance of pain requires a trader to develop resilience and mental toughness. Traders must be able to accept losses as a natural part of the trading process, without letting them affect their overall mindset or strategy. They need to be able to manage their emotions and stay focused on their long-term goals, even in the face of short-term setbacks.

Traders who have a high tolerance for pain are less likely to make impulsive decisions or abandon their trading plan during periods of drawdown. They are able to maintain a sense of perspective and recognize that losses are a normal part of the trading process. By doing so, they are better able to manage their risk and improve their chances of long-term success.

	Price/time analysis







Price/time analysis is an important aspect of technical analysis in trading. It involves studying the price movement of an asset over a period of time to identify patterns and trends, and to predict future price movements. Traders use charts and technical indicators to analyze price and time data and identify potential buying or selling opportunities. By understanding price patterns and the time frame in which they occur, traders can make informed decisions about when to enter or exit a trade.

For example, a trader might use a candlestick chart to analyze the price movement of a particular stock over a set period of time, such as a day or a week. They may identify certain patterns, such as a bullish engulfing pattern or a bearish harami pattern, which could indicate a potential trend reversal. By combining price and time analysis with other technical indicators and fundamental analysis, traders can make informed decisions about when to buy or sell a particular asset.

	Price/volume analysis 


Price/volume analysis is a technical analysis technique used by traders to determine the strength of a trend based on the relationship between price and volume. Essentially, this approach involves studying the relationship between the price movements of a security and the volume of trades that take place during those price movements.

For example, if the price of a security is rising while the volume of trades is also increasing, this could indicate a strong uptrend. Conversely, if the price is rising but the volume is decreasing, this could be a sign that the uptrend is losing momentum.

By analyzing price/volume patterns, traders can gain insights into market trends and make more informed trading decisions. For instance, they might look for situations where the price is rising on heavy volume, which could suggest a strong bullish trend. On the other hand, if the price is falling on high volume, this could indicate a bearish trend.

Overall, price/volume analysis is just one of many tools that traders can use to analyze market trends and make better trading decisions. By incorporating this technique into their overall trading strategy, traders can gain a deeper understanding of market movements and potentially improve their profitability.

	Acceptance of loss 


Acceptance of loss is crucial in this process. In trading, losses are an inevitable part of the process, and it is important to accept them as a natural occurrence. Traders who are unable to accept losses may end up holding onto losing positions in the hopes that they will eventually turn around, which can result in larger losses. Accepting loss is a crucial part of risk management and helps traders to remain objective in their decision making. It also enables them to move on from losing trades and focus on identifying new opportunities. The ability to accept losses and move on is an essential mental skill for traders to develop.

	External circumstances 


External circumstances are a dangerous part of the big picture. When it comes to trading, it's important to focus on the data and not get sidetracked by external circumstances that may have little to do with the market itself. For example, political events, news, or rumors may cause significant emotional reactions, but they may not necessarily translate into a significant movement in the market. It's important to remain focused on the price action and other technical indicators, rather than letting external factors influence your trading decisions. Of course, it's also important to stay informed about major events and trends that could impact the market, but it's essential to maintain a clear and unbiased perspective in order to make rational trading decisions.
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Trading skills described with nouns:
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	Strategy 





Strategy is one of the most important elements of the trading. A trading strategy is a systematic plan that a trader uses to make trading decisions. It involves a set of rules and guidelines that help traders identify potential opportunities, enter and exit trades, manage risk, and achieve their trading goals. A good trading strategy is based on a trader's goals, risk tolerance, and trading style. 




A trading strategy can be based on technical analysis, fundamental analysis, or a combination of both. Technical analysis involves studying charts, patterns, and indicators to identify trading opportunities, while fundamental analysis involves studying economic and financial data to evaluate the intrinsic value of an asset.

A trading strategy should include a clear plan for entering and exiting trades, with well-defined entry and exit points based on the trader's analysis. It should also include guidelines for managing risk, such as setting stop-loss and take-profit levels, and for managing position size and leverage.

A trading strategy should be backtested to ensure that it has a positive expectancy over a large sample size of trades. This involves analyzing the strategy's historical performance to see how it would have performed under different market conditions.

Traders should also be prepared to adjust their trading strategy as market conditions change, and to continually monitor and evaluate their strategy's performance to ensure that it remains effective.
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	Visual pattern recognition 







Visual pattern recognition is the edge on the market. Visual pattern recognition is an important skill in trading as it enables traders to identify patterns and trends in market data that might be difficult to discern otherwise. This skill involves being able to quickly scan charts and graphs and identify certain shapes or patterns that can indicate a potential trade opportunity.

Traders who are skilled in visual pattern recognition can identify important price levels, support and resistance areas, trend lines, and other key features of a chart that can help them make informed decisions about when to enter or exit a trade.

Developing this skill requires a great deal of practice and experience, as well as an understanding of the different types of chart patterns and what they indicate about market trends. Some common chart patterns that traders may look for include triangles, double tops and bottoms, head and shoulders, and flags and pennants. By learning to recognize these patterns and others like them, traders can gain an edge in the market and make more informed decisions about their trades.

	Risk evaluation 







Risk evaluation is a must have in your set. Risk evaluation is an essential part of trading. Traders need to understand the potential risks associated with a trade before entering it. Some factors that traders may consider when evaluating risk include the size of the position, the potential profit or loss, the volatility of the market, and any upcoming events that could affect the price of the asset being traded.

Traders may use various tools to evaluate risk, such as stop-loss orders, which automatically close a trade if the price reaches a certain level, limiting the trader's potential loss. Additionally, traders may use position sizing strategies to ensure that they are not risking too much of their account balance on any one trade.

Risk evaluation is not just about avoiding losses, but also about managing risk in a way that maximizes potential profits. This can involve finding trades with a high risk-to-reward ratio, where the potential profit outweighs the potential loss.

Overall, risk evaluation is a crucial skill for traders to have, as it can help them make informed decisions and manage their trading capital effectively.

	Plan (enter and exit)







When it comes to trading, having a plan for entering and exiting a trade is crucial. This involves setting clear guidelines and parameters for when to enter a trade, how long to hold it, and when to exit it. Some of the factors to consider when creating a plan for entering and exiting trades include:

Technical analysis: Traders use technical analysis to identify potential entry and exit points based on patterns, trends, and indicators in the market. Technical analysis can help traders identify the right time to enter a trade and when to exit.

Risk management: Traders need to manage risk by setting stop-loss orders to limit losses and take-profit orders to lock in profits. A good plan will take into account the trader's risk tolerance and ensure that they are not taking on too much risk.

Fundamental analysis: Fundamental analysis involves analyzing economic and financial data to understand the underlying factors that affect the market. This can help traders make informed decisions about when to enter and exit trades.

Trading style: Traders need to have a clear understanding of their trading style, whether they are a day trader, swing trader, or position trader. This will help them determine the appropriate entry and exit points for their trades.

Overall, a well-crafted plan for entering and exiting trades can help traders stay disciplined, avoid emotional decisions, and increase their chances of success in the market.

	Money management







Money management is a critical aspect of trading that refers to the process of managing and allocating funds in a way that minimizes risk and maximizes returns. This involves creating a plan for how much money to invest in each trade, setting stop-loss orders to limit potential losses, and using proper position sizing to ensure that no single trade has too much impact on overall portfolio performance. Effective money management requires discipline and a focus on risk management rather than simply maximizing profits. It also involves regularly assessing and adjusting trading strategies based on performance and market conditions.

	Indicators







Indicators are tools used in technical analysis to assist traders in making informed decisions about when to enter or exit trades. These are mathematical calculations based on a security's price and/or volume. There are many different types of indicators, and each one provides different information about a security. Some commonly used indicators include:

Moving averages: These are used to smooth out price movements over a specified period of time. A moving average can help traders identify the trend of a security.

Relative strength index (RSI): This indicator measures the magnitude of recent price changes to evaluate overbought or oversold conditions in the price of a stock.

Moving average convergence divergence (MACD): This is a trend-following momentum indicator that shows the relationship between two moving averages of a security's price.

Bollinger Bands: This indicator consists of three lines that are plotted based on the standard deviation of price from a moving average. The middle line is a moving average, while the other two lines are placed a certain number of standard deviations away from the moving average. Bollinger Bands can help traders determine the volatility and potential price range of a security.

Fibonacci retracements: This indicator uses horizontal lines to indicate areas of support or resistance at the key Fibonacci levels before the price continues in the original direction.

It's important to note that while indicators can be helpful in making trading decisions, they should not be used in isolation. It's always important to consider other factors, such as market conditions and news events, when making trading decisions.

	Good edge







In trading, a good edge refers to a statistical advantage that a trader has in their strategy or system, which gives them an edge over the market. This could be based on a variety of factors such as technical analysis, fundamental analysis, or a combination of both.

Having a good edge is important because it helps to improve a trader's probability of success in the long run. A trader with a good edge is more likely to make profitable trades than one without an edge. A good edge also helps a trader to be more confident in their trading decisions and to stick to their trading plan.

To develop a good edge, a trader needs to have a thorough understanding of the market and the factors that drive it. They also need to have a solid trading plan that is based on their analysis and research. Testing and backtesting their trading strategies can also help to identify whether they have a good edge or not.
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	Time frames







Time frames refer to the duration of time that a trader uses to evaluate the price movements of an asset. In trading, time frames are important as they can affect a trader's decision to enter or exit a trade. Different traders use different time frames, depending on their trading style and strategy.

Shorter time frames, such as one minute or five minutes, are used by traders who prefer scalping, which involves making quick trades for small profits. Longer time frames, such as daily, weekly or monthly, are used by traders who prefer swing trading or position trading, which involves holding trades for longer periods of time.

The time frame a trader chooses can also affect the amount of risk they are willing to take. Shorter time frames tend to be more volatile, which means there is more risk involved. Longer time frames tend to be less volatile, which means there is less risk involved.

Traders also use multiple time frames to confirm their trading decisions. For example, a trader may use a longer time frame to identify the overall trend and a shorter time frame to enter and exit trades.

	Mathematical formulas and calculations







Mathematical formulas and calculations play an important role in trading, especially in technical analysis. Some of the key mathematical concepts used in trading include:

Moving averages: A moving average is a widely used technical analysis tool that smooths out price trends by averaging a security's price over a specified time period. Traders use moving averages to identify trends and potential entry and exit points.

Standard deviation: Standard deviation is a measure of the amount of variation or dispersion of a set of values from its mean. In trading, standard deviation is often used to measure the volatility of a security and to determine potential price targets.

Fibonacci retracements: Fibonacci retracements are a series of horizontal lines used to identify areas of support or resistance at the key Fibonacci levels before the price continues in the original direction. These levels are determined by dividing a price range by the key Fibonacci ratios of 23.6%, 38.2%, 50%, 61.8%, and 100%.

Options pricing models: Options pricing models are used to determine the fair value of an options contract. The most widely used options pricing model is the Black-Scholes model, which takes into account the price of the underlying asset, the strike price, time to expiration, and volatility.

Position sizing: Position sizing is the process of determining the number of shares or contracts to trade based on the size of a trader's account and the risk associated with the trade. Calculations such as the Kelly criterion and the fixed fractional method are often used to determine position sizes.

Traders use these mathematical formulas and calculations to make informed trading decisions and to manage risk. It is important for traders to have a strong understanding of these concepts and to use them in conjunction with other analysis techniques.

	Data points and statistics


Data points and statistics are important aspects of trading as they allow traders to gain insights into the market and make informed decisions. Here are some ways in which data points and statistics are used in trading:

Trend analysis: Traders use data points and statistics to identify trends in the market. This allows them to make predictions about the future movement of the market and make trades accordingly.

Technical analysis: Technical analysis is a method of evaluating securities by analyzing statistics generated by market activity, such as past prices and volume. Traders use this type of analysis to identify patterns that can be used to predict future price movements.

Fundamental analysis: Fundamental analysis is a method of evaluating securities by examining the underlying economic and financial factors that affect their value. Data points and statistics related to company financials, such as revenue and earnings, are used in this type of analysis.

Risk management: Data points and statistics are also used in risk management. Traders use various metrics, such as value at risk (VaR) and maximum drawdown, to measure and manage the risk of their trades.

Backtesting: Traders often use historical data points and statistics to backtest their trading strategies. This involves simulating trades using past market data to see how the strategy would have performed in the past.

Overall, data points and statistics are crucial in helping traders make informed decisions and manage risk in the market.
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Let’s start: trading with positive and negative sides of trading
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Lessons Learned from Top Traders
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The first lesson is to develop a trading plan and stick to it. This means creating a set of rules and guidelines for your trades that take into account your goals, risk tolerance, and trading style. Once you have a plan, it is crucial to stick to it and avoid making impulsive decisions.

Managing risk effectively and using stop-loss orders is another key lesson for successful trading. This involves setting a predetermined level at which you will exit a trade if it moves against you, minimizing potential losses. Risk management is crucial in the volatile world of trading, and experienced traders always have a plan to manage their risks.

Thirdly, staying disciplined and not letting emotions drive your decisions is essential. Fear and greed can cloud your judgment and lead to irrational decisions. Sticking to your plan and keeping a level head will help you make better decisions.

Continuously educating yourself and staying up-to-date on market news and trends is another critical lesson. Successful traders are always learning and adapting to new market conditions. They keep up with the latest news and trends to inform their trading decisions.

Having a long-term perspective and not getting caught up in short-term volatility is another crucial lesson. Successful traders focus on the big picture and avoid getting distracted by short-term market movements.

Using technical analysis and/or fundamental analysis to inform your trades is another essential lesson. Technical analysis involves using charts and indicators to identify trends and potential trades. Fundamental analysis involves analyzing economic and financial data to evaluate the value of an asset. Successful traders often use a combination of both methods.

Having a diversified portfolio and avoiding putting all your eggs in one basket is also important. This means spreading your investments across different assets and markets to reduce your overall risk.

Keeping trading costs low by using discount brokers and avoiding unnecessary fees is another crucial lesson. Trading fees can eat into your profits, so it is important to keep them as low as possible.

Understanding the importance of patience and not trying to force trades is another essential lesson. Experienced traders know that sometimes the best trade is no trade. They wait for the right opportunities to present themselves and avoid forcing trades.

Finally, learning from your mistakes and constantly evaluating and improving your strategy is crucial. Successful traders are always looking for ways to improve their performance and avoid making the same mistakes twice. Keeping a trading journal and reviewing your trades can help you identify areas for improvement.
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