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Topics covered in this chapter: 

• The most common beliefs in financial trading 
• What character traits arise from stubborn beliefs 
• Advice about how to trick your mind to overcome traps and pitfalls 
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In the first half of the Learning Center you could gain a vast understanding of why the 
market reacts and responds as it does. This was achieved by distilling the market down 
into several core principles. In the second half we then started connecting all the dots. 
One of the dots is the trader's profile.

Much has been written about what type of personality it takes to be a successful trader. 
It's a particularly difficult question because there is no definitive answer about what 
character traits compose a trader's profile. It is more about gaining awareness of your 
mental structure.

When our experts explain how they approach the market, chances are that a beginner 
can't grasp that information easily. It's not that they fail in transferring that information in 
the form of techniques or basic knowledge. It's just that when they try to transmit the 
essentials of how they trade, they fail to transfer to you, the listener, their mental 
structure. The way the expert thinks is probably not the same as the way a novice trader 
thinks. As a result, many people feel discouraged and abandon their education thinking 
they lack talent or intelligence. But that is far from true! Before we can teach you how a 
trader thinks, let's start by displaying the most common beliefs in trading.

It took three to five years for many of our experts to become good traders. Becoming an 
expert takes even longer. There are no magic formulas. What it takes is a sound working 
knowledge of the basics and an understanding of yourself.

It happens not only in trading but also across a wide range of fields: in order to achieve 
excellence an amount of deliberate practice is required. The second and third part of the 
chapter will help you do just that: achieve excellence.
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1. Stubborn Beliefs

The Holy Grail Metaphor

This metaphor has been used extensively in Western culture to refer to all sorts of 
significant quests for perfectionism, and even enlightenment and unity with the divine. 
Finding the Holy Grain in trading means to be freed from deprivation and losses once the 
secret about the market is revealed. Indeed, many traders believe there must be some 
kind of inherent order to the market which is only known by a few people. So their quest 
is to discover such people and ultimately gain access to that secret.

The belief in a methodology which is able to bank profits with little effort or investment is 
based, partly, on the Holy Grail quest.

An example: this cognitive bias is very present in the widely-extended term “trading 
system”. The concept of “system” commonly used in the financial markets makes sense 
when talking about an automated trading models. But when we are faced with a reality 
that is far from being purely mechanical and linear, the ideas carried by the notion of a 
system may lead many people to search for a mechanical or systematic solution for their 
financial problems. If purely mechanical approaches could be easily translated into profits, 
rest assured no great theories would have been developed to study the markets.

The Philosophy Underlying Market Analysis

For the analyst and trader to interpret the action of the market and make a profit out of it, 
charts were found to be the most satisfactory tools so far devised. The chart will not 
transmit all the information behind price action, but rather it requires the trader to apply 
judgment and perspective in order to translate its mechanics into manageable 
information.

The methods of analysis that have been explained throughout the Learning Center are 
those which have been adopted by the traders' and analysts' community as being the 
most useful and relatively simple to understand. This happened because, for the most 
part, they rely on these basic principles: they are not meant to predict the market with a 
100% certainty; and they need to be complemented with each other to be used 
effectively.

Despite these basic principles of market analysis, from a psychological point of view, many 
traders still want to understand all that happens in the markets. Topics like correlations 
between currency pairs, intermarket analysis, institutional order flow, are topics which 
always fascinate market followers. Not to speak about conspiracy theories which adorn the 
reality with a fictional and romantic flair in their intent to explain why certain things 
happen.
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Right in the core of Technical Analysis we can find some theories (Dow Theory, Elliott 
Wave Theory, etc.) which are themselves attempts to explain market intricacies on a 
rational level. With Fundamental Analysis it's not very different. For example, if one day 
the EUR/USD plunges over 400 pips, the next day the financial media is filled with 
numerous explanations. The same explanations may not serve the next time the pair 
plunges 400 pips, but it serves momentarily to satisfy the audience's need to know what is 
going on.

In trading, it really doesn't matter what causes the prices to move. The fact that prices 
move is all that counts. There is no method capable of accurately appraise the infinity of 
data affecting the markets: events, mass moods, individual realities in the form of 
necessities, hopes, fears and estimates all combine to generate supply and demand for a 
certain currency, which is ultimately what moves the exchange rates.

Did you know that bear markets make technical analysis and market timing 
more popular? Bob Prechter, Elliott Wave Theorist, explains: "[There is a] 
connection between social-mood trends and the shifting view of the validity of 
technical analysis. In 1982, after 16 years of sideways markets (and four 
recessions), the majority of interviewees on Financial News Network (FNN) 
were technicians. By the late 1990s, the vast majority of interviewees on 
CNBC were economists and money managers. 

In the 1970s during a bear market, the Foundation for the Study of Cycles, 
which was formed during bear-market years in 1941, had a renaissance. In 
1999, it folded, a victim of bull market mood and the resulting disdain for 
cycle theories. 

[...]In the 1970s, the Merrill Lynch Market Analysis Department boasted a 
staff of 15 [analysts]. By the late 1990s it had slowly slipped to 1/3 its old 
size. [During] bull market, investors poured their money into fully invested 
institutional structures rather than handle it themselves; after all, they have 
learned that the 'long run' is always upward, so who needs analysis and 
timing?

Source:   www.elliotteave.com  
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Collective Psychology

A very important and necessary step in becoming a consistently successful trader is to 
understand how psychology plays out in your own make-up and in the way the crowd 
reacts to changes in the markets. The reason for this is that a trader must realize that 
once he or she makes a trade, he or she is part of the crowd.

It is critical to realize just how important psychology is – not only your personal 
psychology but also the psychology of crowds.

Many experts postulate that outside factors such as economic data cannot change the 
mood of market participants and change a larger trend. Instead, it's the mood of the 
crowd that changes first, for endogenous reasons, and in turn shapes trends in the 
markets.

Technical analysts as well as neurophysicists are familiar with an increasing amount of 
evidence which supports the idea that patterns in financial markets are not the result of 
rational thinking but of herd behaviors. According to neurophysics, this behavior lies in the 
most primitive parts of the brain: the limbic system. Once very useful for the survival of 
the species, the limbic bypasses the neocortex, leading the person to pure emotional 
responses.

When you watch price action, you are really watching waves of collective optimism and 
pessimism that unfold in a more or less predictable manner right before your eyes. One of 
the reasons why Technical Analysis is working exceptionally well nowadays is basically 
because markets are free floating and very emotional in nature.

Indicators Reduce Reality

In order to interpret what we see on the charts, we need to select the information we 
want. With the help of technology, we are able to make such a selection in the form of 
indicators so that we are able to easily process large amounts of information. If we were 
to try to calculate a Simple Moving Average just by looking at an sequence of Close prices 
on a chart, most of us would probably fail because our brain is not able to do it.

But the fact is that a moving average is based on an idea that processing an average of 
the past array of data will help interpret the chart. This means we first have to believe 
that such a processing of data is useful in order to build this type of indicator and 
effectively use it. It's OK to base our decisions on indicators, but we should also be aware 
that each indicator is based on a belief. This awareness alone will start to change your way 
of understanding markets.

Another step into gaining awareness about this phenomenon is to realize that indicators 
are a mechanism designed to reduce and process the available information given in a 
chart. Therefore, they are not representing the market reality as a whole, but only 
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representing a part of it. Many traders fail to realize that the MACD, RSI, or even an 
economic indicator such as the Gross Domestic Product, are just attempts to represent 
market reality, but they are not reality in itself.

The same happens with the notions of support and resistance: they are often taken as if 
they were real phenomena rather than concepts representing the relationship between 
buyers and sellers. Tools such as trend lines, Fibonacci levels or Pivot Points do not exist 
anywhere except in the charts. This might sound obvious, but assuming it already takes 
you one step closer to the mind of an expert trader.

Cognitive Bias in Trading

As we have been seeing, there are several beliefs, or biases, starting from the assumption 
that charts are reliable because they are what we trade, not the market. These beliefs are 
also found in the illusion that a buy or sell signal generated by an indicator gives the 
trader some sort of control or increased knowledge of what is happening in the market.

System vendors know their audience is fascinated by this ability to enter the market 
following signals. This gives the trader a sense of control, to be executing the trade at the 
very moment the market is doing something determinant. Even if it doesn't work and it 
leads to a loss, at least the trader was in a fake state of control which he/she prefers 
rather than being left in a position where decisions have to be made.

Remember the notion of “opportunity scanning” we mentioned as one of the main 
problems that mechanical backtesting tries to defeat (see Chapter C01) This is also a 
phenomenon based on a cognitive bias: we don't look at charts neutrally. When visually 
scanning a chart we will intend to see what we want rather than what is. Since this 
acknowledgment is essential to derive our hypothesis, being aware of our bias is crucial 
right from the start when we are developing a trading method.

If a trader's bias says that the market moves by breaking out of previous high and low 
swings, this trader will inevitably see only breakouts in the chart, to the point that 
contradictory evidence will not be recognized. The common problem here is that, on the 
one hand, we need a trading concept in order to develop a trading system (see Chapter 
C01), but, on the other hand, we totally ignore all evidence contradicting our concept.

Personifying The Market

When establishing your own personal view of the market you will define it in a way that 
makes sense to you. During this process, you may tend to view the market as just 
another person, an entity by itself. At some point this makes sense because, just like 
people who are creatures of habit, the market also apparently behaves following patterns.
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Personifying concepts used in the trading world leads to false myths and wrong 
associations. Joseph Trevisani, in this brilliant article, unveils some false myths around the 
market idea:

This sense of the decision making power of markets and of the ‘market’ as a 
living entity is reflected in the terms we use to describe the price action. We 
often say’ ‘the market reacted badly to the news’ or ‘the market took profit 
today’. We personify the market and its behavior. Of course we know that 
there is no “market” somewhere below the pavement on Wall Street making 
the decisions for the stock exchange. But the common use of this ‘market’ 
shorthand tends to obscure what is the most important psychological point in 
understanding market behavior. Namely, that the ‘market’ is a picture of the 
thoughts of its participants, the market is a snapshot; it is a mass mind. 

[...]The logic, analysis and fear that motivate market behavior have their 
source within the mind and psychology of market participants, that is, within 
each of its traders.

Continue reading...

Causality

The fundamental analyst assumes causality between external events and market 
movements, a concept which is uncertain as these cause-effect chains are subject to 
changes. Besides, Fundamental Analysis almost always requires a forecast of the 
fundamental data itself before conclusions about the market are drawn. For example, the 
previous result of a certain piece of data is needed to estimated the result for the next 
release, and so on.

In Technical Analysis, the analyst doesn't have to forecast the indicators, but still there is 
the danger to fall into the belief that, for example, a RSI going above 70, being an 
indication of an overbought market conditions, has to lead to a turn in the exchange rate. 
As a consequence, people try to pick tops and bottoms guided by a deep ingrained belief 
that trends can't be sustained for a long time.

Randomness

On the opposite side of the causality bias we see that traders, both those who rely on 
fundamentals as well as technicians, are prone to fall into the belief that markets are 
random, meaning that anything can happen, including the least expected. The market 
may have characteristics of randomness, as it may have characteristics of causality, but 
that does not mean that it is random or ruled by cause-effect relationships. Humans show 
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this tendency to treat reality as if everything were understandable and predictable and 
have a hard time dealing with uncertainty.

The danger of the randomness bias is to underestimate the importance of a proper 
education. If markets can't be predicted anyway, then trading results will be dependent on 
luck rather than on skills- so why bother to control risk, for example? Strange as it may 
sound, the belief in randomness has the same consequence as the belief in causality in the 
sense that when observing a trend, the least expected - a market reversal- is precisely 
what should happen. This brings people to try to pick tops and bottoms as well. The 
already mentioned gambler's fallacy is another consequence of this cognitive bias (see 
Ralph Vince's experiment in Chapter C02).

These biases can affect the trader during the phase of system development, during the 
testing phase and obviously during execution and trading.

Perfect Trading Conditions

There is a common belief the more we fine tune the system's rules, the better we will 
trade. If you have to line up ten conditions in order to generate an entry or an exit signal, 
you will do a lot of chart watching and less trading. Perfect trading conditions, like the 
ones you see in the trading manuals, rarely exist. That is why we have insisted many 
times throughout the Learning Center that summing edges is much better than summing 
indicators, which is redundant. Professionals understand that many indicators signal the 
same thing at nearly the same time. Moreover, a trader should accept the ambivalence 
when some indicators signal a buy and others a sell. Trading is about making decisions 
with imperfect information.

Your mental attitude has to change from a normal person to that of a speculator. With the 
exception of a few successful traders who really profit from trading in the market, most 
traders don't go further than learning the basic theory in perfection. But trading is a mind 
game and without having a right frame of mind, it is a losing game even before it starts.

What Can I do to Avoid The Search For The Perfect Trade? 

We suggest that you understand the concept behind your trading system so 
well that you don't feel the need to change it, optimize it, add indicators or 
build a complicated theory explaining why it works. Besides, the more you 
understand the concept you are trading, the less you will need confirmation 
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based on historical testing. That is surely a thing that many of you will be 
thankful for!

Extrapolating Success

A very common belief, and one that should be avoided at all costs, is that success in one 
area of life automatically means success in another area in life. If you have been achieving 
a high performance in another professional area, it does not mean you can just waltz into 
the trading industry and success is going to welcome you with open arms.

The False Myth Of Discipline

Dr. Woody Johnson explains how discipline is seen as something self-imposed, rather than 
something that grows from a inner passion:

Another myth is one associated with self-discipline. To most people, self-
discipline has to do with will power while saying, "I'm gonna make myself do 
it," or biting the bullet. Does this sound familiar? Well, the problem lies in the 
fact that these notions about self-discipline tax the system enormously and 
often lead to stress, burnout, or psychosomatic illness. With psychosomatic 
illness, the ailment is real - ulcers, severe headaches, backaches, depression 
or major fatigue - but the cause can't be found. Obviously, this type of self-
discipline is on par with the successful operation that kills the patient - the 
cure is worse than the ailment. 

Identifying and accessing passion releases a chain reaction, a magnificent 
obsession that rages deep inside. This is the self-discipline of being internally 
driven and attracted to your life which makes your heart sing. And when you 
find joy in what you do, you are going 'to play' instead of 'to work'.

Continue reading...
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2. Major Barriers And Pitfalls

Stress and Distress

There is a difference between these similar psychological states and it's worth knowing it. 
Brett N. Steenbarger, before he displays some strategies to improve a trader's 
performance, explains in one of his articles:

During my career as a psychologist, I have worked with dozens of 
professional traders, watching them trade and helping them with their 
trading. Some of the traders I have worked with have been phenomenally 
successful, making millions of dollars a year. Others have struggled to achieve 
profitability. The one common element across the entire group is that they 
have been highly competitive and emotionally charged. I honestly cannot say 
that the large and successful traders were any less emotionally volatile and 
stressed than the new and small traders. Reading articles by trading 
psychologists, one sometimes gets the impression that successful traders 
achieve a kind of Zen-like control over their minds and feelings. I sincerely 
doubt that this is the case. As long as there is risk and uncertainty, stress is a 
normal, expectable human outcome. 

Stress is built into trading. Our job is to ensure that it does not become 
distress.

Continue reading...

Fear Of Success

As strange as it may sound this happens to traders once they achieve a certain degree of 
success. Either social pressure or educators force people to become high achievers. This 
inherited need to succeed at all costs makes trading more difficult. Being afraid to accept 
losses may lead a trader to let losing positions run to unsustainable levels. Or even worse, 
it may bring the trader to add to losses due to a lack of a proper money management.

Another sign of fear of success is doing extensive research on a currency pair, preparing 
one position exhaustively and yet lacking the confidence to put the plan into practice.

And another one: not acknowledging what type of money management is best suited for 
the trader's personality. Especially during a winning streak, the fear of success may lead 
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the trader to cut the position size instead of pursuing the potential of an eventual larger 
win streak. There is nothing wrong with managing your position size accordingly to your 
comfort zone or even exceeding it a bit, but this decision should be based on the 
recognition of the boundaries of your comfort zone and not due to fear.

What Can I Do If I Fear Success? 

First of all, try to figure out if this is your problem. Ask yourself if if you feel 
the need to win at all costs; if you are afraid of looking like a loser (maybe in 
front of your friends or relatives); or if you have been taught to be a winner. 
The sentiments developed from these situations will give you a clue if you 
need to work on this aspect.

If your answer is yes, then try to swift away from looking at the Return Rate 
and Win Ratio, and focus more on figures like Profit Factor, Payoff Ratio, 
Expectancy (see Chapter C02) and with measures of the Equity Curve (see 
Assessment C02 of the Practice Chapter C). The statistics will bring your 
focus to the technical side of trading and help abandon the fixation on the 
money.

A trade resulting in a loss is not necessarily caused by a bad fill from your 
broker of by listening to the media, so take responsibility of your actions and 
accept the fact that markets move in unpredictable ways sometimes. If you 
have a hard time accepting changes in the market, examine your method and 
its flexibility to cover those contingencies- this goes from system's rules to 
risk control and position sizing.

Opportunity Cost

You might think that if you don't trade you don't lose. Well, that is not really the case. 
Hesitation and failure to execute a planned trade involves a cost as well, just like tying 
capital to a losing position. This cost is called “opportunity cost” and is the result of a bad 
habit, that of ignoring your system's signals and letting a position enter negative territory 
after a favorable excursion.
Here again, a statistical trackrecord of your system is key to trade decisively because it 
shows you the flaws and edges of your trading style and system.
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Thinking statistically will combat that need to succeed because your goal will be redirected 
to collect data for your trackrecord. The more trades you add to your trackrecord, the 
more you see your wining and losing trades building a smooth equity curve. Besides, the 
more you trade, the more accustomed you become to taking a loss.

Fear of Loss

If you start to second guess your analysis, you end up avoiding many trades. Caution is 
good up to a certain measurem but being overly cautious can lead to a spiral of hesitation 
and loss of confidence.

Fear in the form of self-doubt and anxiety stem, partly, from not knowing your system well 
enough. If your trackrecord shows a maximum Drawdown of 20% and a current string of 
losses brings the equity down by 10%, you should feel confident that the equity curve will 
recover. Just make sure that other statistical figures are not printing records. If that is the 
case, revise your rules and try to detect the source of the current Drawdown.

Fear of loss can also manifest in the incapacity to define risk levels. This can lead to avoid 
setting a stop (of any kind, see Chapter C01), or trailing the stops too close to the current 
rate, increasing the probability of a stop out.

Another situation resulting from this fear is the inability to cut the losses short. Do not go 
overboard when cutting losses: if you over leverage and use tight stops to limit your risk, 
you are going to be stopped out very frequently.

Hesitation

Hesitation, as you see, can stem from such disparate aspects as fear of success and fear 
of loss, and these, in turn, may also have different roots in your belief system. That is why 
there is no sure remedy to common psychological barriers- you have to gain awareness of 
their origin.

What can I do when hesitating? 
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A trader can hesitate on entries, on exits, or on both. If you hesitate on an 
entry, fist of all be sure the signal follows your rules and nothing else. If you 
still hesitate, ask yourself if you have been over-analyzing the chart or if it is 
a gut feeling. Do not ignore your intuition- it should be cultivated along with 
your other skills.

If the exit is what makes you hesitate, try using stop losses. Yes, this is an 
easy answer, but there are many types of stops (see Chapter C01). If you 
place a stop order with your broker, the sell decision is done and will be 
triggered in due time. The other way is, for instance, to go back in history 
and see what is the Maximum Favorable and Maximum Adverse Excursion in 
your trades. By collecting these data you can build a mean to guide you in 
future stops and take profits.

Review the mechanics of a trade (stop loss points, price targets, support and 
resistance zones) instead of dwelling on feelings or emotions.

Unintended consequences

One major barrier to our evolutions as traders is the inability to consider that our actions 
have both intended as well as unintended consequences. This leads to underestimate the 
consequences and overestimate the motives. The most common among beginners is to 
consider only the earning potential of a trade, without accepting the possibility that this 
action will result in a loss. Despite knowing that every entry can lead to a loss, in most 
cases this possibility isn't really contemplated in the method, the result being much more 
painful.

When Emotions Rule

Think of the last time you entered a trade risking way too much either because you were 
mad at the world after a series of bad losses, or just feeling invincible after a win streak. 
Extreme emotions like recklessness or euphoria can have their origins in the beliefs 
mentioned above. You may think after a series of losses: “The market will do what it 
wants and it is unforeseeable anyway, so why bother estimating it?” or “This trend has 
lasted too long, it's time to reverse and I'll be the first to profit from it!”. Be attentive to 
these kinds of thoughts arising to your conscious mind. You have to learn to know well 
your mind and thoughts and control them as much as you can.
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Projecting A Personal View On The Market

This topic is about expecting a certain pattern while the market is exhibiting a completely 
different one. The most common one is probably trend direction. We know from the Elliot 
Wave Theory (see Chapter B03 or Practice B Extra Contents) that traders rarely 
acknowledge the start of a trend. If you see a chart with five waves going down and three 
going up, and then again five waves going down and three going up, five down and three 
up, and one last time five down and then suddenly five waves up, your mind will see in it 
an opportunity to sell again at a great reversal. And like you, many traders will not 
recognize that the rally had impulsive qualities, something evident even for those who are 
not familiarized with the Elliott Wave Theory. Only very few traders will be able to think 
differently of the crowd- that is one of the major reasons why markets trend.

Fear And Greed

This topic could be extended endlessly as these are the most often experienced feelings in 
trading. We prefer to state that fear causes you to not do what you should do because you 
frighten yourself out of trades that are winners in deference to trades that lose or go 
nowhere. Succinctly stated, greed causes you to do what we should not do, fear causes us 
to not do what we should do.

Yes, an edge can be of psychological nature as well. Take note of this one and 
see if it applies to you: the more frightened you are of taking a trade the 
greater the probabilities are it will be a winning trade. From previous lessons 
about price action, you will understand it well.

Inconsistency

Especially when traders adhere to the Holy Grain belief, they become involved in an 
eternal quest for the perfect system or indicator. This will lead the trader to switch rules 
and change parameters or tools every time a string of losses occurs. If you follow a 
system for some time and later abandon it, then there is no reason to follow a system at 
all.
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If your system signals an entry point, do you feel the need to verify that signal with other 
tools? Or even worse, do you feel the need to find an argument that invalidates your 
signal, for fear of losing the deal? Be aware that adding unknown variables to your method 
can be a result of lack of understanding of the true concept you are capitalizing on.

Overconfidence

This happens when the trader overestimates his/her ability to predict future price action. 
Especially new traders feel they can beat professionals with simple strategies. 
Overconfidence usually doesn't last long. Did you notice how the market shakes off the 
majority of traders before it moves in the most probable direction? Take note of the 
following axiom: The market often moves in the direction that will inflict the most pain on 
the greatest number of traders. An explanation of why it happens you can find it in the 
extra contents of Practice Chapter B.

Acquaint yourself with the way market professionals trade, paying special attention to 
price action (see Chapter A04), and build a plan to take advantage of the price action that 
normally takes your money from you.

The Market Is Not After Your Money

If you practice strict money management and don’t over-leverage your account, the 
market will not be able to take your money. But here is the catch: if the market cannot 
take your money by you over-leveraging your account, it will try to take it from you in the 
form of emotional losses.

Although the market seems to confuse most participants most of the time with its swings 
and reversals, in reality there is no market going after your money or after your emotions. 
Therefore, don’t take it personally if you are the victim of an adverse price move. The 
market is not after your money but is just a reflection of a crowd behavior, and your 
position just happens to be carried along with it.

Underestimating Unanticipated Risks

Many traders completely ignore or do not consider those risks which are less frequent but 
equally important such as connectivity issues, price gaps, technical glitches or even a 
perverse use of technology (abusive slippage, for example). For a complete section on 
risks, please refer to Chapter C03.
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In trading, you can never have complete knowledge or total control of the markets and its 
associated risks. You are always exposed to that proverbial "black swan," or that 
unpredictable event that defies prediction.

Changing Market Conditions

Part of your Trading Plan should consider the likelihood and severity of extreme 
occurrences, or structural changes in the markets. A model based on the concept of 
accumulation of interest rate differentials (the so called “Carry Trade”), should consider 
the fact that the differential between interest rates may disappear or be reduced to a 
value that overrides the model.

The Education Section at FXStreet.com helps you stay informed about market 
regulations and how they can affect your bottom line. Check this section 
regularly to stay informed about major changes in the market place.

Ignoring Position Sizing

This pitfall starts from a lack in understanding the concepts of leverage, margin, and not 
implementing a risk control and a money management model into your system. Traders 
usually are more focused on capital appreciation than capital preservation. But if the 
second isn't fulfilled, the first is unattainable.

Size influences your objectivity, and most people react differently when they're under 
pressure from being over-leveraged. They tend to be more emotional or reactive.

Laziness

Signal providers and newsletters know how to exploit lazy traders. After all, it seems 
easier to purchase an analysis service or a signal software than to scan the charts on a 
daily or weekly basis. This is not to say you can't complement your analysis with such 
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services, something which is highly recommended especially if you are starting out. The 
problem is when the trader searches for substitutes to hide a lack of commitment.

Over-analyzing

Over-analyzing can lead the trader to search for causes or effects where none exist. 
Naturally, there's always a reason why a price moves, but it doesn't mean it is a recurring 
motif. It can be an isolated case. Surprises and improbable events happen the longer the 
trader is in the market. Viewed from a probabilistic standpoint, the more time an unlikely 
event has to manifest, the greater the odds that the event happens. So be prepared to 
experience a lot of surprises throughout your career as a trader.

Wrong Estimations Of Cause-Effect

To think that one effect has a cause of the same dimensions is another typical pitfall. For 
example, a very sharp movement in price action may not have much of an explanation. It 
could be enough that the market is less liquid and a major participant executes a position 
to make the price hit a new high or break out of a consolidation.

Attributing an effect to a single cause when in fact there may be multiple causes to this 
effect is another inability to estimate cause-effect relations.Taking a correlation for a cause 
is a typical pitfall. For example: if the Gold prices rise, the USD has to fall. If there are 
times when such a correlation is evident, it does not mean that a movement in Gold (a 
cause) will produce a movement in the USD (an effect).

Some traders establish a cause-effect relation from a single example, which means the 
inability to consider information or evidence of what may be veritable causes of other 
examples. In system development, we have talked extensively about how to measure and 
verify a hypothesis (see Chapter C01).
Many times we look at moving averages and we think a cross between them will cause a 
movement in the price. It is actually the reverse: the crossing is showing something that 
happened in the price. When developing a trading system we have seen how a system 
starts with a concept, and how the basis of this conceptualization is to understand what 
causes the movement on which we intend to capitalize.

Not understanding the cause of the desired effects is another variant of a cause-effect 
misunderstanding. By focusing attention on the signals emitted by an indicator, for 
example, we fail to see what the indicator is interpreting in terms of price action. Joseph 
Trevisani sheds some light on the subject:
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Technical analysis does not produce price movement. I state the obvious 
because in the endless attribution of trading cause and effect to ‘the market’ 
it is easy to lose sight of the actual composition of the market--thousands of 
individual decision makers. The translation mechanism for technical analysis 
runs from the information contained in a chart through the assessment of that 
information by market participants to the trading behavior of those individual 
market participants.

[...] if every market participant is attempting to do the same thing, namely 
wring trading profits from the day’s activities, how do they all go about it?

The first thing every trader does, in New York, Tokyo, London and in every 
land in between is to pull up charts and look for trading opportunities. Every 
trader looking for profit is judging the same charts. Everyone sees the same 
price history, and everyone identifies the same potentially profitable chart 
formations. And, in the absence of other factors, the majority of traders will 
come to the same trading conclusion based on the observed chart formations.

[...] There is powerful self-fulfilling logic in technical analysis. It works, 
because everyone trading believes it will work and makes their trading 
decisions accordingly. For a retail trader this knowledge is the most accessible 
and effective trading strategy that exists.

Continue reading...

Hypothetical Or Past Results

This aspect is derived from the previous one. When assessing a system, it is important to 
question why the result was a given one, what conditions should lead to identical future 
results, and what variables might change. The warning which dictates that past results are 
no guarantee of future results remains clouded by the belief that a system can reveal the 
supposedly orderly market functioning.

Lack Of Statistical Thinking

Traders show a lack of statistical thinking when they isolate the trading results and show 
an inability to consider their relations and magnitudes. In most cases, this derives from 
the inability to use basic arithmetic calculations and know how to quantify the results. The 
consequences are evident in the inability to assess risk and to incorporate money 
management into the trading method.
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The lack of statistical thinking also leads to the belief that you can control the results 
dictated by chance. Every trading model has a number of features measured by statistics: 
performance ratios, reliability, etc.. The performance must be assessed in statistics terms 
in order to avoid the temptation to think we can get much more out of a system.

Unreal Estimations Of Returns

Another consequence of this aversion to calculations is the underestimation of the effect of 
compound interest. This feature also indicates an underestimation of the time factor in 
capital appreciation. Your trading capital today should be seen as a much larger potential 
account in the future. But such projections need to be based on a statistical assessment of 
the trading method, otherwise they will be unrealistic.
The aspiring trader usually wants to make a lot of money in a short time. The result is 
often a loss of 100%.

Lack Of Methodology

Writing down one's ideas has always been a powerful tool for success. Here you have 
some hints on how to do it properly, by the hand of Jeffrey Kennedy:

How is it possible to overcome this fatal flaw? Write down your methodology. 
Define in writing what your analytical tools are and, more importantly, how 
you use them. It does not matter whether you use the wave principle, point 
and figure charts, stochastic, RSI or a combination of these. What matters is 
that you actually make the effort to define it (i.e., what constitutes a buy, a 
sell, your trailing stop and instructions on exiting a position). The best hint I 
can give you regarding developing a defined trading methodology is this – If 
it cannot be fit it on the back of a business card, it is probably too 
complicated.

Continue reading...

Hitting The Home Run

Overestimating rare occurrences can also lead to the false impression that one can get 
great benefits with a certain strategy or system, when what really happened was a single 
occurrence. For these reason, the statistical spreadsheet given to you along with the 
Practice Chapter C, includes the figure “Net Return without the Maximum Profit Trade”. 

© Learning Center – Unit D – Chapter 1 – p.19/33

http://www.fxstreet.com/education/learning-center/unit-3/practice/
http://www.fxstreet.com/education/market-psychology/five-fatal-flaws/2009-08-27.html
http://www.fxstreet.com/education/glossary/chart
http://www.fxstreet.com/education/glossary/order


Brought to you by                                       

Such figures are not very common but very useful to project future results.

Jump The Gun
There are many reasons which can lead a trader to execute a trade hastily. One of the 
roots of the problem comes from overestimating the probability of scenarios in which 
many signals must be met to produce a result. If you have a method that requires the 
alignment of many signals (or confirmation of several conditions), it will have a lower 
frequency than a method with less signals. Consider this statistic, otherwise you will find 
yourself pulling the trigger too often just because you can't get any valid signal from your 
system.

Ignoring Trading Costs

If you don't consider the time frame you are using to trade, it can change the odds of a 
system. For example, if a system has a high frequency of transactions, new traders 
typically underestimate the costs derived from the spreads or commissions. It is advisable 
to take into account this fact. It is amazing the amount of profits generated by a system 
taken by the broker in the form of spreads or commissions.
In long-term positions, in turn, it may also happen that the trader fails to consider the 
costs in terms of interest charges in those positions where the difference comes out in 
favor of the broker (see Chapter A03 for Rollover).

Over-trading

Because of the inherently exciting potentials of trading, it is easy to feel like you are 
missing the party if you do not trade a lot. As a result, you start taking trade setups of 
lower quality and begin to over-trade. Novice traders feel a need to have a trade on and 
often are jumping in and out of the market randomly. Over-trading will kill not only your 
account but also your mindset. Protect your mindset for the quality set-ups instead.
In Forex, the market doesn't close at the end of the day. Other markets give a clean slate 
to start the next day, but not the Forex. Your have to shut down at some point. Our advice 
is that you realize that there is always another trade set-up around the corner- specially if 
your are trading intra-day.
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3. Trading Improvement

What Are Your Motivations?

This is about knowing where do you get your motivation to trade. When faced with greed 
and fear, think that you are probably more motivated by greed than fear. The mere fact of 
being a trader means you are motivated by making money and have less fear that other 
people who are not involved in financial transactions.

If your motivation is pursuit of money just for money's sake you may reach a point where 
the fatigue of not getting all the money you want is stronger than your sense of desire. In 
turn, if your motivation is to become a better person, or a better trader for that effect, you 
can always find worthwhile goals and have a much larger playing field. The classic virtues 
of honesty, discipline, patience, humbleness, among others, all lead to be a better person, 
a better trader, and ultimately to larger profits. Ironically enough, many successful traders 
acknowledge that they started making larger profits as a result of an switching from a fear 
and greed focus (fear from lacking money and greed from never have enough) to a focus 
of enjoying the small successes of becoming a better trader (honest with one self, 
disciplined approach, diligent work, etc.).

It's OK to Speculate

Traders (speculators) play a vital role in the financial markets and in the whole economy, 
because they are willing to assume a risk that other participants (non-speculators) are not 
willing to take. By taking the risk in exchange for the possibility of profiting from a 
favorable price move, traders are also providing the necessary liquidity to the marketplace 
and help prices flow efficiently. Without speculators and financial markets in general, 
prices in the real economy would be much more erratic and uncertain.

The important thing is to not feel bad when traders are blamed for price distortions or 
price manipulation. This is a widely discussed topic which falls out of the scope of this 
chapter.

It's OK To Lose

Sam Seiden brings a valuable lesson from his involvement with sports in his youth. 
Concerning losses, he acknowledges:

© Learning Center – Unit D – Chapter 1 – p.21/33



Brought to you by                                       

After so much success in a sport growing up, you feel there is nothing in life 
that you cannot do. No matter the task, not succeeding is never an option or 
thought. You can imagine my shock when I entered the trading world and 
learned that you have to be a good loser in order to win. When I first heard it, 
I thought it had to be a joke...

There is no way I am going to lose. I hate losing – I hardly ever lose. It did 
not take long to realize that this lesson was 100% true. I had losses that did 
not sit well with me. I tried to eliminate them but as I did, I eliminated the 
winning trades, as well. I hated losing. Slowly, I figured out the secret to 
trading from experience and from the advice of a friend. It depends on your 
definition of “losing.” In my early trading days, I had the wrong definition of 
the word “loss.”

Continue reading...

Expectations

Keep your expectations in line with the trackrecord of your system. If you don't have a 
system yet, keep them in line with common sense. Jeffrey Kennedy adds to this point:

It is possible to experience above-average returns trading your own account. 
However, it is difficult to do it without taking on above-average risk. What is a 
realistic return to shoot for in your first year as a trader – 50%, 100%, 
200%?

Whoa! Let’s rein in those unrealistic expectations. In my opinion, the goal for 
every first year trader should be not to lose money. In other words, shoot for 
a return of 0% your first year. If you can manage that, then in year two, try 
to beat the Dow or the S&P. These goals may not be flashy but they are 
realistic, and if you can learn to live with them – and achieve them – you will 
fend off the ‘[Invisible]Hand.’

Continue reading...

Manage Your Capital

Rob Booker expands the notion of money management (Chapter C03), understood as 
position sizing, to wealth management.
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You have to learn to be an accumulator of money. This means that your goal 
is to amass a huge pile of money in your regular bank account, not just your 
trading account. It means that when you have a profitable trade, that you set 
some of that money aside. It means that every time your trading account 
grows, you raise the high watermark on your account and do not allow 
yourself to lose what you have gained...

Start becoming a saver of money. Get used to the feeling associated with 
accumulating wealth. Real, liquid wealth. Next, you have to start just getting 
20-30 pips a week in your trading account, and then you need to withdraw 
your profits every few weeks, and get used to the feeling of drawing profits 
out of your trading account.

Continue reading...

Make An Inventory

Part of this inventory are all the associations your have around the concept of money. 
Most of us learn to associate money with various types of tangible (property, luxury 
objects, etc.) and intangible rewards (security, prestige, etc.). Money becomes a symbol 
of deeply ingrained notions of prosperity and freedom. This is why a sharp currency price 
movement against an open position, for example, symbolizes a threat against our notions 
of well-being.

Apart from your system, a trading inventory also includes yourself- your potentials and 
limits. Enjoying sitting in front of the screen watching the price bars move up and down 
suggests you would like day trading. Being bored watching the charts minute by minute or 
having your mind drift to more enjoyable endeavors suggests swing or position trading 
might be a better fit to your personality.

You may discover that your whole approach to the market isn't right for your lifestyle, 
emotional nature or long-term goals. For example, you may think that the money is made 
by scalping the one minute charts, and suppress your inclination to be a long term trader. 
The sooner you match your style with your personality, the sooner you start seeing good 
results. Remember that all styles have their pros and cons, no one is better than the 
other.

Make a list of the ideas, beliefs, expectations, fears, etc. you have related to trading. This 
ever-changing list will help you understand your relationship with money.
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Ignoring The Talking Heads

If you spend time preparing a trade or developing a system and in the current set-up it 
makes perfect sense to take an action in the form of an entry or exit, try blocking 
extraneous information and concentrating on executing your plan. There is nothing wrong 
in perceiving what the general market sentiment is by watching the media or consulting 
other traders and analysts. An informed decision is not one that follows the majority but 
one that is coherent with your ideas and your trading system. Knowing your system, or 
methodology, means knowing yourself.

Scale out positions and start the day with a little profit: some intra-day 
traders prefer to close part of a winning trade at the start of the day or week 
to set the tone for the journey or following days. This money management 
technique has a strong psychological advantage (see Chapter C03).

Take Losses More Often

This piece of advice should be not understood literally. In fact, if you experience too many 
losses, your brain will start to associate trading with pain, and that is detrimental for your 
overall success. But if your winning streaks are, for whatever reason, very large, you will 
start to feel as if you can't lose. This is equally detrimental because now the risk is that 
you lose sight, over-leverage yourself and over-trade. The balance of profitable and losing 
trades is more than just a statistical figure- it's an emotional ratio as well!

Losing trades are natural phenomena in the business of trading. Good traders 
acknowledge this and ensure that they exercise careful position sizing to mitigate the risk 
of loss. It's obvious that nobody likes to lose, especially if it means money, but in trading 
you can be a winner by liking to take losses. It's because you are assuming a risk that 
your profits can be outstanding. Take as an example the system we displayed in Chapter 
C1: it has shown a Win Rate of 46% over five years of trading results, accumulating 300% 
just in one pair!
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The results of the system displayed in Chapter C01 can be found in the 
Practice Chapter C. There you can also find a spreadsheet with over 50 
statistical figures to track your performance. We suggest you use it for your 
backtestings and daily trading.

Based on the above argument, why not use your imagination and change the 
name of the Win/Loss Ratio to call it the Pleasure/Pain Ratio? The idea is that 
statistics help you become more aware of what you are doing.

The Next Trade Will Be A Loser

The following piece of advice consists in adopting a new belief. Believing the next trade 
will represent a loss instead of a big home run will encourage you to control risk and 
manage your capital. This is not in agreement with the old-fashioned concept of positive 
thinking, but, especially if you are over confident, restrain yourself from too much positive 
thinking! In turn, if you suffer from fear, adopting this new belief is not advisable, it could 
only worsen your fearful thoughts.
There is nothing like self-knowledge and finding out what kind of thoughts you entertain 
the most, so you can also find the most appropriate solutions to your problems.

The Garbage Account

This is a truly creative piece of advice from Boris Schlossberg to deal with over-trading. He 
writes in an article published in the Trader's Journal:

...it is crucial to have a garbage account in which we unleash all of our 
gambling instincts without doing any serious harm to our net worth.
With so many brokers offering micro-sized trading accounts, the creation of a 
garbage/gambling account could not be easier. The key is to make sure the 
well-reasoned, disciplined trades go into your real account, and all your 
impulse trades go into the garbage account. If we cannot realistically follow 
the dictum of Trade Less, Win More, we should at least attempt to minimize 
the damage of our cravings.

Continue reading...
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Reasons To Not Trade

Some of our experts like Derek Frey, Andrey Pehar, or Rob Booker do mention this 
interesting axiom many times: search for reasons not to trade. Rob writes in one of his 
ebooks:

Try to cultivate a habit of not doing. On a regular basis I am shocked to see 
how I fall into the same pattern of wanting to be busy with the act of planning 
trades, taking trades, closing trades, planning more trades, and so on.
While I’m happy to hear you’re just as much of a currency nerd as I am, I 
have to ask, does the endless planning and making trades make you a better 
trader?

[...] why not just consider that after 10 years of being obsessed with the 
market, and pouring over your charts endlessly, you are going to miss loads of 
time with your family, or with your friends, and with the rest of the whole 
damn world. Be free to take a break.

Conserve your energy. You’re not going to miss anything by not trading.
But you might miss something by trading too much.

Continue reading...

Question Yourself

Question yourself systematically and persistently, this is the piece of advice you can read 
from our experts in many forms. Among dozens of questions you can ask yourself, we 
picked a few from Daniel M. Gramza:

The first step in eliminating self-sabotage is to recognize it. The trader must 
ask himself: Do I select trades that imply illusions of grandeur? Do I select 
trades with total disregard for my trading strategy? Do I feel that the trade is 
too much to handle and I just want to get it over with? A “yes” would indicate 
poor trade selection and lack of a risk management exit, both of which imply 
a total disregard for his trading strategy.

Continue reading...

Mark Douglas, when writing about self-observation in one of his books, reasserts:
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Observing yourself objectively implies doing it without judgment or any harsh 
criticism as a consequence for what you're noticing about yourself. This might 
be not so easy for some of you to do considering the harsh, judgmental 
treatment you may have received from other people throughout your life. As 
a result, one quickly learns to associate any mistake with emotional pain. No 
one likes to be in a state of emotional pain, so we typically avoid 
acknowledging what we have learned to define as a mistake for as long as 
possible.
Not confronting mistakes in our everyday lives usually doesn't have the same 
disastrous consequences it can have if we avoid confronting our mistakes as 
traders.

Source: “Trading In The Zone”, Mark Douglas, New York Institute Of Finance, 2000, p. 174-175

Acknowledging Your Profile

Trading styles are largely defined by your personality, at least those of successful traders. 
They establish a style and system of trading that fits their needs and capabilities. Knowing 
what traits can put you in a dangerous situation, for example, if you are a risk-taker, or if 
you are the type of person who acts first and thinks later, etc… helps you ban that aspect 
of your personality that interferes with your trading. Conversely, the more favorable traits 
should be deliberately cultivated in order to benefit your trading.
Some people are born confident, while others are able to transfer it from other aspects of 
life.

Dima Chernovolov concludes one of his articles on the Emotion Management System, 
saying:

To master your emotions you should remember that any currency trading 
system is, in essence, an organized method to profit from other traders' 
emotions - therefore, unless you learn to control your emotions you will not 
be able to profit from any system. The path to the complete mastery of ones 
emotions is very long one - requiring a lot of introspection and hard work.

Continue reading...
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Gaining The Edge

Rumors, tips, full moons and feelings are not an edge. An edge suggests there is an 
underlying logic and truth to what you are taking action upon.
A short-term trader's premise may be different from a long-term player's but they both 
need to have proven logic and tools.

A Hobby Or A Business?

Some traders consider trading as a hobby while professional traders have a business plan. 
As part of the Trading Plan (chapter D04), the following points reveal some keys:

Trading commitment is measured by how serious you are about trading well. Imagine you 
would be paid not by achieving profits, but by a impeccable execution of your plan. Things 
would be different, wouldn't they? You see, it is not about profit, it is about execution. If 
you execute each trade to the best of your ability, the profits will follow.

An important step in your education as a trader is to learn to experience emotions only in 
relation to your trading approach, that is, your emotions should not be related to money 
results but to the execution: to how well you are following your system, to the statistics it 
is generating, etc.

If you judge a method for the gains or losses it can have harmful consequences. When 
you close a transaction for a profit, ask yourself if the trade was well executed following 
your plan or not. Did you risked too much, did you enter to early, and so on. Similarly, 
losing trades are not always the result of failures in execution, they may be simply just a 
loss.

Accumulate Thousands Of Trades

The accumulative potential of experience is not different in Forex that in any other 
endeavor. Borish Schlossberg makes an interesting point:

So how can we learn to trust our set-ups? Practice – practice - practice. 
Trading is a contact sport and can only be mastered through endless 
repetition. [...] Once that is done, you need to trade with real money because 
you can never replicate the psychological pressures of trading unless you 
have skin in the game.
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The benefit of many retail Forex trading platforms is that you can configure 
the size down to 10 cent pips, so you can trade with real money but not have 
to pay much ‘real money’ for your education. The more you trade your setup, 
the more you will learn its intricacies under real market conditions. The more 
patient you will become. The more you will start to trust your setup and the 
more you will start to trust yourself.

Continue reading...

Trading Journal

Log every trade and review it periodically so you can spot bad habits developing. Make a 
list of your problems at trading. There is no better teacher than your own experience with 
your winners and losers. Review your journal daily, weekly, and monthly. It is very 
important to stand accountable for all your results. Larry Pesavento sustains that a trading 
diary is one of his rituals that work for him:

One of the best things a trader can do for himself is to keep a trading diary. It 
has all positive benefits and zero drawbacks. A diary will help you identify bad 
habits such as failure to prepare, over trading and a host of other faults. 
Trading is a lonely business! You are the “captain of your ship and the master 
of your soul.” Self-evaluation through a daily log can go a long way toward 
insuring continued success.

Continue reading...

Aspects You Can Control

Despite unanticipated risks, the aspects of trading you do control far outnumber those you 
don’t. It is not necessary for the trader to be in control of the market to establish a 
profitable business. This is how Daniel M. Gramza puts this favorable imbalance:

These are elements of the trading process that you do not control:

1. You do not control the market’s reaction to fundamental information.
2. You do not control the market’s price movement.

These are elements of trading that you do control:
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1. You control your acceptance of the risks involved in trading.
2. You control your choice to reduce risk by identifying techniques that have a 
high probability of success.
3. You control your level of risk by determining how much of your trading 
capital will be allocated to the trade.
4. You control your choice of when to enter a trade.
5. You control your choice of when to exit a trade with a profit or loss.
6. You control your choice of when to add to or reduce a position.
7. You control your choice to transfer risk by using hedging or spreading 
techniques.
8. You control your choice to eliminate trading risk by deciding when not to 
trade.
9.You control your choice of how you emotionally react to profitable trades 
and the inevitable unprofitable trade.

Continue reading...

Besides Money, Education

Education is the base of knowledge on every discipline. As lawyers and 
doctors require several years of college until they get their degree, Forex 
traders also require long years of study. It is better to have someone 
experienced to guide you through your trading, since some information could 
take you in the wrong path.

We share the words of Raul Lopez- as a matter of fact, the Learning Center is based on 
the premise that a Forex trader should never stop learning. 

Continue reading...

Accountability

We suggest that you become accountable to someone else for your trading both live and 
demo. Have a review of your trades at least weekly, see what you did right or wrong, and 
see if there were any improvements. Having someone to report your results will help you 
stay honest and realistic. It can be a spouse, husband, a good friend. For that matter, you 
have our FXWizard at the My Forex Mentor section of the Forum who is helping lots of 
traders keep accountable.
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Backtesting

Your backtesting will also show you that as long as you follow each signal from you trading 
system and every instruction from your money management system you will achieve your 
profit objective sooner or later (provided that your system has a positive expectation).

Practicing manual backtesting can be very useful for preparing yourself psychologically for 
the first stages of your trading education which are basically mechanical. Many people 
argue that you don't have the emotional component when trading in a backtesting or 
forwardtesting (demo) mode. Unfortunately, they fail to see that in doing so you lay a 
technical foundation which will be vital later on when trading in real time with real money.

In turn, those traders that use backtesting as part of their preparation, admit that it is one 
of the best confidence boosters you can have. By playing candles forward pip by pip you 
are not only applying technical knowledge, but also accumulating visual experience. Every 
pattern you trade will be “printed” in your subconscious mind, educating it to detect and 
handle future price patterns.

Understanding yourself is the hardest lesson of all to learn. Confronting your own human 
failings is no pleasant task and is something that most of us avoid at all costs.
This Chapter is an invitation to deal with the mental issues that are causing these 
behaviors. Make peace with the obstacles to commitment and put them behind you, 
rendering them impotent and unimportant. Personal transformation is something that 
takes time but you can emerge as a completely new person by assembling these 
ingredients: a willingness to change, a clear intent of what you want to be, and a strong 
desire to put it to action.

Fell free to comment your insights at the LC Forum. If you need some help 
with your results, ask FXWizard at the My Forex Mentor section.

What you have learned from this chapter: 

• Most of us have the ability to become a successful trader. But few have 
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the right attitude. 
• It takes time to develop new thinking habits. The only way is through 

deliberate practice. 
• You can probably develop a trading program that fits your personality 

more easily than you can adapt your personality to a particular trading 
program. 

• Trading is one of the most difficult money making skills to master 
because the market mirrors people's character traits to such a high 
degree. 

FXstreet.com contents:

• Attitude − The Springboard for Being Passionate About Your Rules  , by 
Dr. Woody Johnson 

• Why can't you execute the trade?  , by Dr. Janice Dorn, The Trader's 
Journal 

• Losing to Win: It's all perception  , by Sam Seiden, The Trader's Journal 
• Being Honest With Yourself  , by Don Dawson, The Trader's Journal 
• Five fatal flaws of trading  , by Jeffrey Kennedy, The Forex Journal 
• Trade less, win more: how to trust your setup  , by Boris Schlossberg, 

The Forex Journal 
• The Psychology of Trading − The Mind of the Market  , by Joseph 

Trevisani 
• The Psychological Utility of Technical Analysis  , by Joseph Trevisani 
• Man vs. Market  , by Rob Booker 
• Evolution of a hedge fund manager  , by Kevin Teeple, The Trader's 

Journal 
• A trader's Guide to Stress and Coping  , by Brett N. Steenbarger, The 

Forex Journal 
• Trading In the Eye Of The Storm  , by Daniel M. Gramza, The Forex 

Journal 
• Emotion Management System  , by Dima Chernovolov 
• The Destruction of Your Trading Soul  , by Larry Pesavento 
• One way to acquire discipline in trading  , by Joe Ross 
• Adaptation to the realities of the market  , by Joe Ross 
• Main Drawbacks of a Forex Trader  , by Raul Lopez 

External links:

• www.elliottwave.com, The Message Board. 
• www.thepatternsite.com, Bulkowski's Trading Psychology 

Books:

• “Trading In The Zone”, Mark Douglas, New York Institute Of Finance, 
2000 

• “Trade Your Way To Financial Freedom”, Van K. Tharp, McGraw-Hill, 2nd 
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ed., 2007 
• “Technical Analysis”, Charles D. Kirkpatrick and Julie R. Dahlquist, 

Pearson Education, 7th ed., 2009 
• “Technical Analysis Of Stock Trends”, Robert D. Edwards and John 

Magee, Taylor and Francis Group, 9th ed., 2007 
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