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FOREWORD

Welcome to The Complete Trading Guide

Welcome to The Complete Trading Guide — one of the most comprehensive trading books written for
beginner to professional traders across Africa and the world.

Trading is one of the most exciting, rewarding and challenging endeavours a person can undertake. Yet
most traders fail — not because markets are rigged, but because they lack proper education, discipline
and a structured framework. This book was written to change that.

By the time you finish this book you will understand how financial markets work, how to read charts and
identify high-probability setups, how institutions operate, how to manage risk, how to develop the
mindset of a professional, and how to build and execute a complete trading plan.

Trade smart. Trade safe. Trade with confidence.

— Market Analyzer Pro Team
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CHAPTER 1

What is Trading?

Trading is the act of buying and selling financial instruments — such as currencies, cryptocurrencies,
stocks or commodities — in order to profit from price differences. Unlike long-term investing (holding
assets for years), trading is shorter-term, ranging from seconds to several weeks.

1.1 Types of Traders

Scalper M1-M15 (1-15 Seconds to minutes Forex, Crypto
Minutes)

Day Trader M15-H1 (15 Min-1 Minutes to hours Forex, Crypto, Gold
Hour)

Swing Trader H4-D1 (4 Hours—Daily)  Days to weeks All markets

Position Trader W1-Monthly Weeks to months All markets

1.2 The Reality of Trading

Approximately 70-80% of retail traders lose money due to poor risk management, lack of education,
emotional trading and unrealistic expectations. Successful trading requires a proven strategy, strict risk
management and psychological discipline.

WARNING: Most new traders lose money in their first year — not because trading is impossible, but
because they skip education, ignore risk management and let emotions control their decisions.

KEY TAKEAWAY: Trading is a legitimate skill-based profession. With proper education, disciplined risk
management and consistent practice, anyone can learn to trade profitably.
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CHAPTER 2

Financial Markets Overview

2.1 The Forex Market

The Foreign Exchange market (Forex) is the largest financial market in the world, with daily trading
volume exceeding $7.5 trillion USD. Currencies trade in pairs. When you trade EUR/USD you
simultaneously buy Euros and sell US Dollars.

EUR/USD Euro / US Dollar The Fiber
GBP/USD British Pound / US Dollar Cable
USD/JPY US Dollar / Japanese Yen Ninja / The Yen
AUD/USD Australian Dollar / US Dollar Aussie
GBP/JPY British Pound / Japanese Yen The Beast
USD/CAD US Dollar / Canadian Dollar The Loonie

Major Trading Sessions

Tokyo (Asian) 12:00 AM - 9:00 AM USD/JPY, AUD/JPY, AUD/USD
London 8:00 AM — 5:00 PM EUR/USD, GBP/USD, GBP/JPY
New York 1:00 PM - 10:00 PM EUR/USD, USD/JPY, USD/CAD
London/NY 1:00 PM - 5:00 PM All major pairs — HIGHEST volatility
Overlap

PRO TIP: The London/New York overlap (1-5 PM GMT) is the most volatile and liquid period. The best
trading opportunities consistently occur during this 4-hour window.

2.2 Cryptocurrency Market

Cryptocurrency operates on decentralised blockchain networks. The crypto market runs 24 hours a
day, 7 days a week including weekends — creating unique trading opportunities unavailable in
traditional markets. High volatility creates significant profit potential but equally significant risk.

Bitcoin BTC First and largest cryptocurrency — often called digital gold
Ethereum ETH Programmable blockchain — second largest by market cap
Solana SOL High-speed blockchain for fast, cheap transactions

BNB BNB Binance exchange token — widely traded across pairs
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2.3 Gold Market (XAU/USD)

Gold is traded as XAU/USD — representing one troy ounce of gold vs the US Dollar. It is a traditional
safe-haven asset, meaning it typically rises during economic uncertainty, geopolitical tension and USD

weakness.

WARNING: Gold (XAU/USD) is extremely volatile. A single pip (Price Interest Point) = $1 per standard
lot. Always use appropriate and conservative position sizing when trading XAU/USD.
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CHAPTER 3

How Markets Work

Markets are driven by the forces of supply and demand. When demand exceeds supply, prices rise.
When supply exceeds demand, prices fall. This simple principle underpins every price movement in
every financial market.

3.1 Supply and Demand Curves

The Supply curve slopes upward — at higher prices, sellers are willing to offer more. The Demand
curve slopes downward — at lower prices, buyers are willing to buy more. Where they intersect is the
Equilibrium Point: the market-clearing price P* at quantity Q*.

SUPPLY AND DEMAND — The Foundation of All Price Movement

SURPLUS
Supply > Demand
{ Price falls

C
w
s} S
-4
o
Q Equilibrium
SHORTAGE = Market Pxi
Demand > Supply it
1 Price rises
P*
D

QUANTITY

Il Supply — slopes upward  Hll Demand — slopes downward B Equilibrium point (P*, Q%)

Figure 3.1: Proper supply (green) and demand (red) curves crossing at equilibrium. Above equilibrium: surplus — prices fall.
Below equilibrium: shortage — prices rise. P* = equilibrium price; Q* = equilibrium quantity.
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Figure 3.2 — Supply & Demand Curve Shifts

Demand Shift — Price Rises Supply Shift — Price Falls
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Figure 3.2: Left — Demand shifts right (more buyers) — higher price and quantity. Right — Supply shifts right (more sellers) -
lower price, higher quantity.
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3.2 What Moves Prices?

* Interest rate decisions by central banks (Federal Reserve, European Central Bank, Bank of
England etc.)

« Inflation data: Consumer Price Index (CPI) and Producer Price Index (PPIl) — major mover for
currencies and gold.

* Employment reports: Non-Farm Payrolls (NFP) — one of the most significant USD movers
published monthly.

* Risk-On/Risk-Off sentiment: determines flow between risky assets (crypto, equities) and safe
havens (gold, USD, JPY).

» Geopolitical events: Wars, political elections and trade disputes cause rapid volatility.

3.3 Key Market Concepts

Pip (Price Smallest standard price movement in EUR/USD: 1.08500 - 1.08510 =1 pip
Interest Point) currency pairs
Standard Lot 100,000 units of base currency $10 per pip on most USD pairs
Mini Lot 10,000 units of base currency $1 per pip on most USD pairs
Micro Lot 1,000 units of base currency $0.10 per pip on most USD pairs
Leverage Control a large position with a small 1:100 = control $10,000 with $100
deposit
Margin Capital required to hold a leveraged 2% margin for 1:50 leverage
position
Spread Difference between Bid and Ask price  Broker profit on each trade

WARNING: Leverage amplifies BOTH profits AND losses equally. Beginners should use maximum 1:10
or 1:20 leverage until consistently profitable.
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KEY INSIGHT: In financial markets, supply and demand are driven by institutional order flow. An Order
Block (OB) is a chart zone representing where institutional supply or demand rests. When price returns
to that zone, the imbalance resolves — just like a market finding equilibrium.
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CHAPTER 4

Trading Terminology A-Z

A comprehensive glossary of essential trading terms every trader must know. Abbreviations are
expanded in full.

Ask Price: The price at which your broker will sell an asset to you. Always higher than the Bid.
Bid Price: The price at which your broker will buy an asset from you. Always lower than the Ask.

BOS (Break of Structure): Price closes beyond a prior swing high (bullish BOS) or swing low (bearish
BOS), confirming trend continuation.

Bull Market: A market in which prices are rising or expected to rise. Bullish traders expect higher
prices.

Bear Market: A market in which prices are falling or expected to fall. Bearish traders expect lower
prices.

Breakout: Price moves decisively beyond a support or resistance level with strong momentum and
volume.

CHoCH (Change of Character): The first structural break against the prevailing trend — early warning
of a potential reversal.

Consolidation: Price moves sideways in a range with no strong directional movement.

Demo Account: A practice trading account using virtual money. Essential for learning before using real
capital.

Drawdown (DD): The reduction in account balance from a peak to a subsequent trough, measured as a
percentage.

EMA (Exponential Moving Average): A moving average that gives more weight to recent price data,
making it more responsive to current conditions.

Equilibrium: The price level where supply equals demand — the market-clearing or fair price.

FVG (Fair Value Gap): A three-candle price imbalance zone where market moved so fast that
two-sided trading did not occur.

FOMO (Fear Of Missing Out): The emotional impulse to enter a trade late because you fear missing
the move — a common cause of losses.

Going Long: Buying a financial instrument expecting its price to rise.
Going Short: Selling a financial instrument expecting its price to fall, to buy it back cheaper later.

HTF (Higher Time Frame): Timeframes above the one you are currently analysing — they carry
greater authority and should guide lower-TF decisions.

Imbalance: A price area where aggressive one-sided order flow left an unfilled gap — synonymous with
FVG.
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Leverage: A facility allowing you to control a position larger than your deposit. Amplifies both gains and
losses.

Liquidity: Resting orders (stop losses, pending orders) at specific price levels that institutions need to
fill their large positions.

Lot: A standardised unit of trade size. Standard lot = 100,000 units; Mini lot = 10,000; Micro lot = 1,000.
Margin: The capital required to open and maintain a leveraged trading position.

MFE (Maximum Favourable Excursion): The furthest a trade moved in your favour before closing —
useful for optimising take profits.

MSS (Market Structure Shift): A significant change in the sequence of highs and lows indicating a
trend change. Often used interchangeably with CHoCH.

OB (Order Block): A specific price zone where institutional buy or sell orders were placed, acting as
future demand or supply.

OTE (Optimal Trade Entry): The 50% midpoint of a Fair Value Gap or Order Block — the
highest-probability entry sub-zone.

Pip (Price Interest Point): The smallest standard price increment for a currency pair. For most pairs:
0.0001. For JPY pairs: 0.01.

R:R (Risk/Reward Ratio): The ratio of potential profit to potential loss. 1:2 means risking $1 to make
$2.

Resistance: A price level where selling pressure has historically prevented further price advance
(ceiling).

S/R (Support and Resistance): Key price levels where buying (support) or selling (resistance) has
historically occurred.

Scalping: A trading style involving many very short-duration trades, capturing small price movements.
Slippage: The difference between the expected trade execution price and the actual price filled.

SMC (Smart Money Concepts): A trading framework based on tracking institutional order flow —
including OBs, FVGs, BOS, CHoCH and liquidity.

SL (Stop Loss): An automatic order to close a trade at a predetermined loss level to protect capital.
Spread: The difference between the Bid and Ask price — the primary cost of trading.

Support: A price level where buying pressure has historically prevented further price decline (floor).
Swing High: A price peak with lower highs on both sides — a local maximum.

Swing Low: A price trough with higher lows on both sides — a local minimum.

TP (Take Profit): An automatic order to close a trade at a predetermined profit level.

Trend: The general direction of market prices: bullish (up), bearish (down) or sideways (ranging).
Volatility: The degree of price variation over time. High volatility = large price swings.

Volume: The number of units traded in a given period. High volume confirms price moves are genuine.
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W:L (Win/Loss Ratio): The proportion of winning trades to losing trades across a sample of trades.

Wick (Shadow): The thin lines above and below a candlestick body, showing the High and Low of the
period.
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CHAPTER 5

Setting Up Your Trading Environment

Having the right tools is crucial for success. A professional trading environment allows efficient analysis,
fast execution and accurate record-keeping.

5.1 Choosing a Broker

* Regulation — Ensure regulated by a reputable authority: FCA (UK), ASIC (Australia), CySEC
(EV), or FSC.

» Spreads and commissions — Lower spreads mean lower trading costs. Compare across brokers.
» Execution speed — Critical especially for scalping. Slippage can be costly.

» Deposit and withdrawal — Ensure support for methods available in your country (MoMo, bank
transfer, etc.).

» Leverage offered — Choose conservatively. High leverage is a double-edged sword.

5.2 Essential Tools

Charting Analyse markets and TradingView, MetaTrader 4 (MT4), MetaTrader 5 (MT5)
Platform identify trade setups

Economic Track high-impact news Forex Factory, Investing.com

Calendar events that move markets

Al Analysis Tool  Instant professional Market Analyzer Pro

multi-timeframe analysis

Trade Journal Record and analyse all Edgewonk, TraderVue, spreadsheet
trades for improvement

Position Size Calculate exact correct lot ~ MyFXBook calculator, broker built-in
Calculator size per trade
(PSC)

PRO TIP: Market Analyzer Pro at marketanalyzerpro.org integrates TradingView charts with Al-powered
multi-timeframe analysis in one professional platform — built for traders by traders.

KEY TAKEAWAY: Before your first real trade — have a regulated broker, reliable charting, stable
internet, and at least 3 months of consistent demo trading experience.
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PART 2

TECHNICAL ANALYSIS
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CHAPTER 6

Reading Charts and Candlesticks

Charts display historical price action, allowing traders to identify patterns, trends and high-probability
opportunities. Candlestick charts are the most popular format — each candle shows four key prices for
one time period: Open, High, Low and Close (OHLC).

CANDLESTICK ANATOMY — Bullish (Green) and Bearish (Red) Candles

High — top of-uppes wick <«——— High

Close — top of body> <«——— Open — top of body
Open — bottem-ef-bo <«——— Close — bottom of body
Low — bottom-efHewer wick «—— Low

BULLISH CANDLE BEARISH CANDLE
Close > Open = Price went UP Open > Close = Price went DOWN

Figure 6.1: Bullish (green) candles = price rose during the period (Close above Open). Bearish (red) candles = price fell (Open
above Close). Wicks show the full High-Low range.

6.1 Key Candlestick Patterns

Hammer Small body at top, Bullish reversal — rejection of lower prices  High
long lower wick

Shooting Star Small body at bottom, Bearish reversal — rejection of higher High
long upper wick prices
Bullish Engulfing  Large green candle Strong bullish reversal signal Very High

engulfs previous red

Bearish Large red candle Strong bearish reversal signal Very High
Engulfing engulfs previous

green
Doji Open and close Indecision — potential reversal Medium

nearly the same price

Pin Bar Long wick, small Strong rejection of a price level High
body opposite side

Morning Star 3-candle bullish Uptrend beginning after downtrend High
reversal pattern
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Evening Star 3-candle bearish Downtrend beginning after uptrend High
reversal pattern

6.2 Timeframe Guide

Timeframe Each Candle Best Used For

Represents
M1 (1 Minute) 1 minute Scalping entry precision only
M5 (5 Minutes) 5 minutes Scalping entry triggers
M15 (15 Minutes) 15 minutes Scalping and short-term day trading
H1 (1 Hour) 1 hour Day trading setups and structure
H4 (4 Hours) 4 hours Swing trading structure identification
D1 (Daily) 1 trading day Macro trend direction — highest weight
W1 (Weekly) 1 trading week Long-term position trading

PRO TIP: Higher timeframes carry significantly more authority. A D1 (Daily) signal carries far more
weight than an M5 signal. Always analyse top-down — from high to low.

The Complete Trading Guide - Page 14 of 54



CHAPTER 7

Support and Resistance

Support is a price level where buying pressure has historically prevented further price decline — acting
as a floor. Resistance is where selling pressure has prevented further advance — acting as a ceiling.
These are the most fundamental concepts in all of technical analysis.

SUPPORT AND RESISTANCE — Price Reaction Zones

RESISTANCE
(Selling zone)

— -
I
——-—
2
— -
-
-
s = ;
S
-

SUPPORT
(Buying zone)

Figure 7.1: Price repeatedly bounces off support (green dashed) and gets rejected at resistance (red dashed). Green arrows =
bounce points; red arrows = rejection points.

7.1 Types of Support and Resistance

Horizontal S/IR Flat levels from previous significant

highs/lows

High — easy to identify, heavily watched

Trendline S/R Diagonal lines connecting swing points

Moving Average EMAs act as dynamic, moving S/R levels

Medium — angle and touches determine strength

Medium — varies with trend direction

(EMA)

Psychological Round numbers: 1.0000, 2,000, 75,000 High — mass order clustering at these prices
Levels

Session Previous day/week/month high or low Very High — institutional reference levels
Highs/Lows

7.2 Role Reversal

One of the most powerful S/R concepts: broken support often becomes new resistance, and broken
resistance often becomes new support. Institutions sell at what used to be support (now resistance) and
buy at what used to be resistance (now support).

PRO TIP: The more times a level has been tested without breaking, the stronger it becomes. A level
tested 4-5 times is far more significant than one tested once. Untested levels often have the strongest
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reactions.
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CHAPTER 8

Trend Analysis

‘The trend is your friend' — the most fundamental rule in all of trading. Trading in the direction of the
prevailing trend significantly increases your probability of success. Fighting the trend is one of the most
common causes of trading losses.

THREE TYPES OF MARKET TRENDS

UPTREND DOWNTREND SIDEWAYS (RANGING)
HH + HL LH + LL Between S/R

Resistance

Figure 8.1: Three market conditions. Uptrend = Higher Highs (HH) and Higher Lows (HL). Downtrend = Lower Highs (LH) and
Lower Lows (LL). Sideways = price oscillates in a range.

8.1 Identifying Trends

» Uptrend: Price is making Higher Highs (HH) and Higher Lows (HL). The uptrend remains intact
until a Lower Low (LL) is printed.

» Downtrend: Price is making Lower Highs (LH) and Lower Lows (LL). The downtrend is broken
when a Higher High (HH) is printed.

» Sideways/Ranging: Price oscillates between identifiable support and resistance without a clear
directional bias.

8.2 Trendlines

Trendlines connect swing lows in an uptrend or swing highs in a downtrend, acting as dynamic support
or resistance. A valid trendline requires a minimum of two touch points — three or more touches make it
significantly more reliable.

WARNING: Never fight the trend. In an uptrend, only look for buying opportunities on pullbacks. In a
downtrend, only look for selling opportunities on rallies. Counter-trend trading carries significantly higher
risk and requires advanced skills.
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CHAPTER 9

Technical Indicators

Technical indicators are mathematical calculations based on historical price and/or volume data. Use
them to CONFIRM your price action analysis — never as a replacement for reading price action and
market structure.

9.1 Exponential Moving Averages (EMA)

The EMA (Exponential Moving Average) gives greater weight to recent price data, making it more
responsive than a Simple Moving Average (SMA).

20 EMA Short-term trend / dynamic S/R Price above 20 EMA = bullish bias; below = bearish
50 EMA Medium-term trend filter Slope direction shows trend momentum
200 EMA Long-term trend / major S/R Above 200 EMA = long-term bullish; below = bearish

9.2 RSI (Relative Strength Index)

The RSI is a momentum oscillator that measures the speed and magnitude of recent price changes,
ranging from O to 100.

Above 70 Overbought Asset may be due for a pullback — do not buy blindly
30-70 Neutral Normal market conditions — no extreme reading
Below 30 Oversold Asset may be due for a bounce — do not sell blindly

WARNING: Overbought/oversold RSI does NOT automatically mean price will reverse. In strong trends,
RSI can remain extreme for extended periods. Always confirm with price action and market structure
before acting.

9.3 MACD (Moving Average Convergence Divergence)
* MACD crosses above Signal Line = Bullish momentum building — potential long entry.
* MACD crosses below Signal Line = Bearish momentum building — potential short entry.

* MACD Divergence: Price makes new High but MACD does not = weakening momentum —
potential reversal.

PRO TIP: Always start with price action and market structure analysis first. Use indicators only to
CONFIRM your directional bias — never to make the trading decision for you. Price is king; indicators
are supporting evidence only.
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CHAPTER 10

Chart Patterns

Chart patterns are price formations that have historically preceded certain directional moves.
Recognising them gives traders a significant edge when combined with proper market structure
analysis.

10.1 Reversal Patterns

Head & Shoulders Bearish reversal Short on neckline break H-to-neckline distance projected down

(H&S))

Inverse H&S; Bullish reversal Long on neckline break H-to-neckline distance projected up

Double Top Bearish reversal Short below the valley Pattern height projected down
(M-shape)

Double Bottom Bullish reversal Long above the peak Pattern height projected up
(W-shape)

10.2 Continuation Patterns

Bull Flag Uptrend Bullish continuation Flagpole height above breakout
Bear Flag Downtrend Bearish continuation Flagpole height below breakdown
Ascending Uptrend Flat resistance + rising Height above resistance breakout
Triangle support

Descending Downtrend Flat support + falling Height below support breakdown
Triangle resistance

Falling Wedge Any context Bullish signal Break above upper trendline
Rising Wedge Any context Bearish signal Break below lower trendline

PRO TIP: Always wait for a confirmed breakout candle CLOSE beyond the pattern boundary. The best
entry is on a retest of the broken level after confirmation — not on the initial break.
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PART 3

SMART MONEY CONCEPTS
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CHAPTER 11

What is Smart Money?

Smart Money refers to capital controlled by institutional investors — central banks, commercial banks,
hedge funds and investment banks. These entities create the price movements that retail traders
attempt to profit from. Understanding how they operate is the core of Smart Money Concepts (SMC)
trading.

11.1 Smart Money vs Retail Traders

Smart Money (Institutions) Retail Traders

Capital Billions of dollars Thousands to hundreds of thousands
Information Superior market intelligence and order Public information only

flow data
Strategy Market making, liquidity hunting, Technical and fundamental analysis

accumulation/distribution

Goal Accumulate and distribute massive Profit from price movements
positions efficiently

Advantage They ARE the market — they move price  Reactive — trade after price moves

11.2 How Smart Money Operates

» Accumulation: Quietly buying large positions during low-volatility periods, using retail sellers as
liquidity for their buy orders.

* Distribution: Slowly selling large positions into retail buying at high prices — creating the
perception of a continuing uptrend.

* Liquidity Engineering: Deliberately moving price into retail stop-loss zones (above highs, below
lows) to collect the liquidity needed for their institutional entries.

KEY INSIGHT: Retail traders place stop losses predictably — below support, above resistance, below
swing lows and above swing highs. Smart money knows this and deliberately pushes price to these
areas to collect liquidity before reversing in their intended direction. SMC trading teaches you to
anticipate this — and trade with institutions, not against them.
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CHAPTER 12

Market Structure — BOS and CHoCH

Market structure describes the sequence of swing highs and lows that reveals the underlying direction
of the market at any given time. It is the backbone of Smart Money Concepts (SMC) trading. Break of
Structure (BOS) confirms trend continuation. Change of Character (CHoCH) signals the first sign of a
potential trend reversal.

12.1 Market Structure Basics

Every price movement leaves a footprint — a series of peaks (highs) and troughs (lows). By reading
whether these peaks and troughs are rising or falling, a trader can determine whether buyers or sellers
are currently in control of the market.

* HH (Higher High): A swing high above the previous swing high. Signals bullish momentum.

* HL (Higher Low): A swing low above the previous swing low. Confirms buyers are defending
higher prices.

* LH (Lower High): A swing high below the previous swing high. Signals increasing bearish
pressure.

*LL (Lower Low): A swing low below the previous swing low. Confirms sellers are pushing price
down.

Uptrend Higher (HH) Higher (HL) Buyers (Bulls) — trade long
Downtrend Lower (LH) Lower (LL) Sellers (Bears) — trade short
Consolidation Equal / Mixed Equal / Mixed Contested — wait for breakout

12.2 BOS — Break of Structure

A BOS occurs when price closes beyond a previous significant swing point, confirming that the existing
trend remains intact. A bullish BOS closes above a prior swing high; a bearish BOS closes below a prior
swing low. It is a high-confidence signal that the existing trend should be traded with.

BOS is not a reversal signal — it is a continuation signal. When you see a BOS, you look for pull-back
entries in the direction of the break.

12.3 CHoCH — Change of Character

A CHoCH is the first structural break against the prevailing trend. In a downtrend, it is the first Higher
High (HH). In an uptrend, it is the first Lower Low (LL). It is an early-warning signal — not a trade
trigger on its own.

The CHoCH tells you to change your bias and start watching for a confirming BOS. One CHoCH alone
is not enough to trade — always wait for at least one BOS in the new direction before committing
capital.
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BREAK OF STRUCTURE (BOS) and CHANGE OF CHARACTER (CHoCH)

BN Downtrend: LH + LL
N CHoCH — early reversal warning
Il BOS — confirms new uptrend

HH
[ ]

Price

1
1

CHeCH
L4 4’

T

@
I

___-____________________.‘

Figure 12.1: Downtrend (LH + LL sequence in red). CHoCH (purple) = first Higher High — reversal hint, change bias. BOS
(green) = confirmation, new uptrend active. Structure shifts from LH/LL to HH/HL.

CHoCH and BOS — Uptrend Reversing to Downtrend

Price

8 ‘*
CHOCH,

2

@
]

Figure 12.2: Uptrend reversing to downtrend. CHoCH fires on first Lower Low. BOS confirms new downtrend. Sequence shifts
from HH/HL to LH/LL.

12.4 BOS Quality Classification

Strong BOS
beyond level

Weak BOS

Liquidity BOS

Displacement

BOS close

Small candle barely closes beyond level

The Complete Trading Guide

Large displacement candle, convincing close well

Price breaks then immediately reverses back

Large aggressive candle, minimal wick, strong

High — institutional conviction
Low — possible false break, wait for
confirmation

Low — engineered stop hunt, not real
BOS

Very High — strongest institutional
signal
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12.5 Full Reversal Sequence
The complete high-probability reversal sequence in SMC combines market structure with Order Blocks
and FVGs for maximum confluence:
» Step 1 — CHoCH fires: First break of trend rhythm — change bias, go on alert.
» Step 2 — BOS confirmed: New trend direction established — look for entries only in this direction.
» Step 3 — Identify OB/FVG: Find the Order Block or FVG created by the BOS impulse.
» Step 4 — Wait for retest: Price pulls back into the OB or FVG zone (HL or LH forms here).
» Step 5 — Enter on rejection: A confirmation candle inside the zone triggers entry.
» SL: Beyond the OB low (bull) or OB high (bear). TP: Next liquidity pool.

BOS vs CHoCH RULE: BOS = trend continues, trade with it. CHoCH = potential reversal, change bias
and wait. One CHoCH alone is not enough — always wait for at least one confirming BOS in the new
direction before entering any trade.
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CHAPTER 13

Order Blocks (OB)

An Order Block (OB) is a price area on the chart where institutional traders placed significant pending
orders, creating a visible supply or demand zone. Price often returns to these zones before continuing in
the original direction — giving retail traders a precise, low-risk entry point aligned with institutional
activity.

The logic: institutions cannot fill their entire position in one go without moving the market against
themselves. They leave unfilled orders at specific price levels. When price revisits those levels, those
remaining orders are executed, causing price to react strongly.

13.1 Bullish vs Bearish Order Blocks

* Bullish OB: The last bearish (red) candle immediately before a strong bullish impulse move. It
marks a demand zone. When price retraces into it, institutions buy — creating the bounce.

» Bearish OB: The last bullish (green) candle immediately before a strong bearish impulse move. It
marks a supply zone. When price retraces into it, institutions sell — creating the rejection.

ORDER BLOCKS — Institutional Entry Zones

Bullish Order Block (Demand Zone) Bearish Order Block (Supply Zone)

BEARISH OB
(Last green candle
before impulse down)

(rspincerfilioP I

o o OB retest
o - Entry o = Short
= =
| — | ' .
BULLISH OB . .
(Last red candle =
before impulse up) Displacement DOWN

Figure 13.1: Left — Bullish OB (blue zone) = last red candle before impulse up. Price retraces into OB and bounces — entry.
Right — Bearish OB (red zone) = last green candle before impulse down. Price retraces into OB and is rejected — short entry.

13.2 How to Identify and Trade an Order Block

 Find a strong directional displacement — a series of large candles indicating institutional
involvement.

» The last candle before the displacement in the opposite direction is the OB candle.

» Mark the high and low of that candle's body as the OB zone. The 50% mid-point is the OTE
(Optimal Trade Entry).

 Wait for price to return to the OB zone — never chase the displacement.
* Look for a rejection candle inside the OB confirming institutional interest.

 Enter in the direction of the original displacement. SL beyond the OB boundary.
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* OB is only valid if not mitigated — price must not have fully closed through the OB body.

13.3 OB Anatomy — The 50% OTE Level

The 50% level of the Order Block body is known as the OTE (Optimal Trade Entry) — the
highest-probability entry sub-zone within the OB. Entering here provides the tightest stop loss and best
Risk/Reward ratio.

OB Body The open-to-close range of the candle  Primary zone — highest probability reaction area
OB High Candle high including wick Conservative entry / SL for short trades

OB Low Candle low including wick Conservative entry / SL for long trades

50% Level (OTE) Mid-point of the OB body Premium entry — best R:R, tightest stop

FVG above/below Price gap left after displacement Confluence zone — adds significant strength

13.4 Order Block Rules

OB Mitigation If a candle fully CLOSES through the OB body — zone is invalidated. Remove it from
your chart immediately.

OB + FVG Confluence When OB overlaps an FVG at the same price level — creates the OTE.
Highest-probability setup in SMC.

OB + HTF Alignment OBs aligned with Daily/Weekly structure levels carry significantly more institutional
weight.

50% Entry (OTE) Entering at the OB body mid-point provides the best R:R ratio and smallest stop loss.

No Displacement = No Without a strong impulse move away from the candle, the zone has no institutional

OB confirmation.

13.5 Mitigated vs Active Order Blocks

An OB becomes mitigated (invalidated) when price closes fully through its body in the opposite
direction. A mitigated bullish OB may flip into a bearish Breaker Block (supply zone). Always re-validate
your OBs before each session — one from yesterday may already be mitigated.

PRO TIP: Order Blocks are most powerful when aligned with other confluences — HTF structure, FVGs,
session timing (London/NY), and after a confirmed CHoCH + BOS sequence. One confluence =
interesting. Four confluences = execute with high conviction.
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CHAPTER 14

Fair Value Gaps (FVG)

A Fair Value Gap (FVG) — also called a price imbalance or liquidity void — is a price area where the
market moved so quickly and aggressively in one direction that genuine two-sided trading never
occurred. It is visible as a gap between the wicks of three consecutive candles.

Because price skipped through this zone without finding true balance between buyers and sellers, the
market has an inherent tendency to return to this area and fill the gap — providing institutions a second

chance to transact at those prices.

14.1 How an FVG Forms — The 3-Candle Structure
e Candle 1 (C1): The last candle before the displacement. One edge of the FVG is defined by C1's

wick.

» Candle 2 (C2 — Displacement): The large aggressive candle that creates the gap. It moves so

fast it leaves an imbalance.

» Candle 3 (C3): The first continuation candle. The other edge of the FVG is defined by C3's wick.

* The FVG zone: For a Bullish FVG = C1 HIGH wick to C3 LOW wick. For a Bearish FVG = C3 HIGH
wick to C1 LOW wick.

* 50% OTE level: The mid-point of the FVG — the highest-probability entry sub-zone within the gap.

Price

Cc1
(Bearish)

c2
(Displacement)

50%
OTE

Price

FAIR VALUE GAPS (FVG) — Price Imbalance Zones

Bullish FVG — 3-Candle Anatomy

FVG Fill — Returns, Bounces, Continues

e seee . . Price returns----
« 50% OTE to FVG - Entry

Figure 14.1: Left — FVG anatomy. The imbalance sits between C1's high wick and C3's low wick. Gold dashed line = 50% OTE
level. Right — FVG fill sequence: after displacement, price retraces and fills the FVG, then continues in the original direction.

14.2 Bullish vs Bearish FVG

Bullish FVG

Bearish FVG

Upward impulse

Downward impulse

C1 high wick to C3 low wick

C3 high wick to C1 low wick

Demand zone — buy on fill

Supply zone — sell on fill
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14.3 FVG Fill Types

Not every FVG fills in the same way. Understanding the three fill scenarios helps you manage entries
and avoid being caught in an overshoot:

Partial Fill (50% Price touches the OTE mid-point Enter at 50% — highest R:R scenario

touch) and bounces

Full Fill (100%) Price fills the entire FVG before Enter at FVG edge (low for bull, high for bear)
bouncing

Overshoot (Inverse Price closes BEYOND the FVG — Exit / reverse — now trades as opposite zone

FVG) zone flips polarity

14.4 FVG Status

Fully Unfilled High probability zone — all institutional Watch for rejection candle — strong setup
orders still resting

Partially Filled Weakened — some orders consumed — Use only with additional strong confluence

(>50%) reduced confidence

Mitigated (Fully No longer active — all institutional orders Remove from chart entirely

Filled) filled

Inversed (IFVG) Price closed through FVG — zone flips Trade the opposite direction on retest
polarity

FVG + ORDER BLOCK CONFLUENCE (OTE): When an FVG overlaps an Order Block at the same
price level, it creates an Optimal Trade Entry (OTE) — the single highest-probability setup in SMC
trading. Two independent institutional signals confirming the same zone = maximum confidence entry.

RULE: A bullish FVG is invalidated when a candle CLOSES below the FVG low. A bearish FVG is
invalidated when a candle closes above the FVG high. Wicks through the zone do NOT invalidate it —
only closes.
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CHAPTER 15

Liquidity and Sweeps

Liquidity refers to the presence of resting orders — specifically stop losses and pending orders — at
specific price levels. Institutions need enormous amounts of liquidity to fill their oversized positions.
They deliberately engineer price movements to reach areas where retail traders have clustered their

stop orders, triggering those stops and using them as the liquidity needed to enter their own trades.

Understanding liquidity completely changes how you read the market. Instead of asking ‘where will price
go?' you ask 'where are the stops, and which pool will institutions target next?' This is the foundation of

the SMC approach.

15.1 Where Liquidity Rests

Liquidity Location

Above equal highs
(EQH)

Below equal lows (EQL)

Above swing highs

Below swing lows

Round number levels

(00, 50)

Prior session
highs/lows

Equal Highs Sweep - Bearish

Retail traders place buy-stops above obvious
resistance — heavily clustered

Retail traders place sell-stops below obvious
support — heavily clustered

Breakout traders + short stop losses pile up
above prior highs

Breakout traders + long stop losses pile up
below prior lows

Psychological prices attract massive order
concentrations

Previous day/week/month highs/lows — major
institutional targets

Buy-Side Liquidity (BSL)

Sell-Side Liquidity (SSL)

Buy-Side Liquidity (BSL)

Sell-Side Liquidity (SSL)

Both sides

External Liquidity

LIQUIDITY SWEEPS — How Institutions Collect Stop Losses

(Buy-Stops Collected)

Equal Highs
(buy-stops above)

Price

SWEEP
(Stop Hunt)

Price

Real bearish
move begins

Equal Lows Sweep - Bullish

(Sell-Stops Collected)

Real bullish
move begins

Equal Lows
(sell-stops below)

SWEEP
(Stop Hunt)

Figure 15.1: Left — Equal Highs swept bearishly. Buy-stops above the equal highs are triggered (the sweep), then price

reverses sharply downward — the real institutional move. Right — Equal Lows swept bullishly. Sell-stops below are triggered,

then price launches up.
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15.2 The Equal Highs / Equal Lows Sweep

When price forms two or more swing highs at the same level (Equal Highs / EQH), retail traders pile
their buy-stop orders just above it. Institutions then engineer a spike above that level — triggering all
those stops, collecting the sell-side liquidity they need — and immediately reverse price downward for
the real bearish move. The mirror applies for Equal Lows (EQL).

» Bearish EQH sweep: Spike above equal highs - buy-stops triggered - real move DOWN.

* Bullish EQL sweep: Dip below equal lows - sell-stops triggered — real move UP.

« KEY distinction — Sweep vs BOS: A sweep has a wick beyond the level but no candle CLOSE
beyond. A BOS has a candle that CLOSES beyond. Sweeps signal reversal; BOS signals
continuation.

15.3 Internal vs External Liquidity

e Internal Liquidity: Pools within the current price range — equal highs/lows inside consolidation.
Institutions target these FIRST, sweeping them before the bigger move.

» External Liquidity: Major HTF swing highs and lows beyond the current range. These are the
ULTIMATE institutional targets — use them as your primary Take Profit levels.

Internal Within current range Swept first to collect stops Entry trigger after sweep
before the move

External Beyond current range Ultimate destination — final Primary Take Profit level
(HTF) institutional target

15.4 The Full Sweep Trade Sequence

A liquidity sweep alone is NOT a trade signal. The real edge comes from combining the sweep with
structural confirmation — CHoCH and BOS — then entering on a pull-back into a key zone (OB or
FVG). This five-step sequence is the core SMC sweep trade:

« [ Identify the pool: Mark EQH, EQL, or a significant swing point on your chart.

 [1 Wait for the sweep: A wick or spike beyond the level with immediate rejection (no close
beyond).

 [1 CHoCH fires: The first structural break in the new direction — change your bias.

» J BOS confirmed: Validates the structural shift — the trade is now live.

 [1 Enter on pull-back: Price retraces into the OB or FVG created by the BOS impulse. Place entry
there.

» SL: Beyond the sweep wick extreme. TP: Next liquidity pool in the new trend direction.

15.5 Turtle Soup — Trading the False Break

The Turtle Soup pattern is a classic liquidity-sweep entry that trades directly against breakout traders.
When price breaks a prior high or low and immediately reverses without a candle close beyond — that
is the Turtle Soup. Enter in the opposite direction to the breakout on the next confirmation candle. SL
beyond the wick; TP at the opposite liquidity pool.
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PRO TIP: Entering AFTER a confirmed liquidity sweep dramatically improves your win rate. You enter
with institutions — after they have collected the liquidity they needed. The complete sequence: Sweep
- CHoCH - BOS - OB/FVG pull-back — Entry. This is the highest-probability entry model in all of

SMC trading.

The Complete Trading Guide - Page 31 of 54



CHAPTER 16

HTF Dominance Hierarchy

Higher Timeframe (HTF) Dominance means that higher timeframes ALWAYS override lower
timeframes. A clear daily (D1) uptrend means that any bearish signals on M15 are simply retracements,
not reversals. Respecting this hierarchy is what separates amateur traders from professionals.

D1 (Daily) Macro direction Highest — overrides ALL ~ Overall trend, major S/R levels, weekly bias
H4 (4-Hour) Structural bias High — dominates H1, Trend structure, Order Blocks, key FVGs
M15, M5
H1 (1-Hour) Trade setup Medium — dominates BOS/CHoCH, entry zones, FVGs
M15, M5
M15 (15-Min)  Execution layer Low — subordinate to Entry triggers, small FVGs, OB retests
H1+
M5 (5-Min) Entry precision Lowest authority Exact entry candle confirmation

16.1 MTF Confluence Table

Confluence Level Timeframe Agreement Trade Quality

Maximum D1 + H4 + H1 + M15 all agree Highest probability — trade with full conviction
Strong H4 + H1 + M15 agree, D1 neutral High probability — trade with confidence
Moderate H1 + M15 agree, H4 neutral Moderate — reduce position size by 50%
Counter-Trend M15 opposes H4 and D1 Very low — avoid entirely or skip

WARNING: Never take a trade that opposes BOTH H4 and D1 simultaneously. Counter-trend trading on
low timeframes against major structure carries significantly lower probability of success and
disproportionate risk.
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PART 4

TRADING STRATEGIES
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CHAPTER 17

Scalping Strategy

Scalping involves opening and closing trades within seconds to minutes, profiting from very small price
movements. It requires intense focus, lightning-fast decisions, and exceptional emotional control. It is
the most demanding trading style.

The 5-Step Scalping Framework

» Step 1 — H1 Direction: Only scalp aligned with the H1 (1-Hour) trend direction. Bullish H1 = only
buy scalps. Bearish H1 = only sell scalps. H1 ALWAYS dominates M5.

e Step 2 — M15 Setup: Look for a BOS or CHoCH on M15 confirming H1 direction. This is your
setup confirmation layer.

» Step 3 — M5 Entry: Wait for a liquidity sweep on M5 followed by a structural reclaim. Enter after
the confirmation candle closes.

» Step 4 — Aggressive Stop Loss (SL): SL below the invalidation candle low (BUY) or above the
candle high (SELL). Maximum 150 pips.

» Step 5 — Quick Take Profit (TP): Target minimum 1:2 Risk/Reward Ratio (R:R). Take TP1 quickly
— do not hold scalps hoping for large moves.

* Only scalp when H1 direction is clearly defined — never scalp in a ranging H1.
* Best sessions: London open (8 AM GMT) and New York open (1 PM GMT).
« Avoid scalping during major high-impact news events (NFP, FOMC, CPI).

WARNING: Scalping has the highest failure rate for new traders. Master Day Trading first before
attempting scalping. Practice exclusively on demo for at least 3 months.
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CHAPTER 18

Day Trading Strategy

Day trading involves opening and closing all trades within the same trading day — no positions held
overnight. Day traders profit from intraday price movements, holding trades for minutes to a few hours.

The 5-Step Day Trading Framework
» Step 1 — D1 Macro Direction: Start on D1 to establish your directional bias for the day.

e Step 2 — H4 Structural Bias: H4 dominates all lower timeframes. Identify H4 BOS or CHoCH —
most critical structural filter.

» Step 3 — H1 Trade Setup: Look for BOS or CHoCH on H1 aligned with H4. Identify H1 Order
Blocks and FVGs.

» Step 4 — M15 Entry Trigger: Wait for M15 liquidity sweep followed by reclaim confirmed by a
strong M15 candle close.

» Step 5 — Balanced Stop and TP: SL below nearest local swing low. Maximum 300 pips SL.
Minimum 1:2 R:R to TP1.

Best Trading Sessions

London Open 8:00-10:00 AM EUR/USD, GBP/USD, High liquidity — European institutions
Gold entering

London/NY 1:00-5:00 PM All major pairs, Gold Highest volume — best setups of the day

Overlap

NY Open 1:00-3:00 PM USD pairs, Gold, Crypto Major news releases + institutional activity

PRO TIP: The London/NY overlap (1-5 PM GMT) is the highest-probability window for day trading.
Volume is at its peak and the best institutional moves consistently occur here.
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CHAPTER 19

Swing Trading Strategy

Swing trading holds trades for days to weeks, capturing larger price movements with significantly less
screen time than scalping or day trading.

Advantages of Swing Trading
* Less screen time — check charts once or twice daily rather than constantly.
* Larger profit targets per trade — capturing meaningful price moves.
* Less affected by market noise — higher timeframe signals filter false moves.
» More time to analyse without rushing — better quality decisions.

» Easier emotion management — less frequent trades, less emotional stress.

The 4-Step Swing Trading Framework

e Step 1 — D1/W1 (Daily/Weekly) Macro Analysis: Identify the macro trend. Swing trades must
align with the D1 or W1 direction.

» Step 2 — H4 Structure: Identify H4 BOS/CHoCH. Find H4 Order Blocks and FVGs as
high-probability reaction zones.

» Step 3 — H1 Entry Zone: Use H1 to refine entry timing. Wait for price to reach a significant H4/H1
Order Block or FVG.

» Step 4 — Conservative Stop and TP: Conservative SL below H4 Order Block. Multiple TP targets
at HTF liquidity levels.

WARNING: Swing trades held overnight and over weekends carry gap risk. Always reduce position size
to account for wider stops and potential overnight gaps.
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CHAPTER 20

Multi-Timeframe Analysis (MTA)

Multi-Timeframe Analysis (MTA) simultaneously analyses the same asset across multiple timeframes.
It is arguably the single most powerful tool available to any trader — providing the big picture context
that makes individual trade setups significantly more reliable.

TOP-DOWN MULTI-TIMEFRAME ANALYSIS — The Professional Approach

Step 1 - D1 — Daily

MACRO BIAS: Bull or bear market?

Step 2 - H4 — 4-Hour

STRUCTURAL BIAS: Dominant structure?

Step 3 - H1 — 1-Hour

TRADE SETUP: Where is the setup?

Step 4 - M15 — 15-Min

ENTRY TIMING: Exact entry zone?

Step 5 - M5 — 5-Min

ENTRY TRIGGER: Which candle?

Figure 20.1: Top-Down MTA approach. Start at D1 (macro bias), work through H4 (structural bias), H1 (setup), M15 (timing),
down to M5 (precise entry trigger).

MTF Confluence Results

All BUY (all timeframes ~ Maximum confluence — full Trade with full position size and conviction
agree) alignment

D1+H4+H1 BUY, M15 Strong confluence — minor Trade with confidence — reduce size slightly
neutral indecision

H4 SELL + M15 BUY M15 is just an H4 retracement — do Do NOT buy — wait for H4 alignment
NOT buy

All Mixed / WAIT No clear aligned setup visible Wait for clarity — never force a trade

GOLDEN RULE: Always run the full MTF scan BEFORE the detailed analysis. MTF gives the big
picture. Detailed analysis gives the precise entry. Never analyse a single timeframe in isolation —
context is everything.
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PART 5

RISK MANAGEMENT
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CHAPTER 21

Position Sizing

Position sizing determines how large a trading position to open based on your account size and risk
tolerance. It is the absolute foundation of sound risk management and the primary reason professional
traders survive long-term while most retail traders do not.

The 1-2% Rule

Never risk more than 1-2% of your total account balance on any single trade. This single rule,
applied consistently, is what separates professionals from gamblers.

1% Risk 2% Risk After 10 Consecutive Losses at 2%

$500 $409 remaining (81.8%)
$1,000 $10 $20 $817 remaining (81.7%)
$5,000 $50 $100 $4,087 remaining (81.7%)
$10,000 $100 $200 $8,171 remaining (81.7%)

Position Size Calculation Formula

Step 1 — Dollar Account Balance x Risk % $10,000 x 1% = $100 risk
Risk
Step 2 — Pip Risk Entry Price — Stop Loss (in pips) Entry 1.08500, SL 1.08200 = 30 pips

Step 3 — Position Dollar Risk + (Pip Risk x Pip Value)  $100 + (30 x $1) = 3.33 mini lots
Size

PRO TIP: Use the free MyFXBook position size calculator at myfxbook.com. Never guess your position
size — always calculate precisely before entering any trade.
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CHAPTER 22

Stop Loss (SL) and Take Profit (TP)

The Stop Loss (SL) and Take Profit (TP) are the two most important orders on every single trade.
Getting these right is the difference between trading professionally and gambling with your capital.

Stop Loss Rules — Non-Negotiable
* Place SL beyond a structural level that invalidates your trade thesis.
* BUY trades: SL must ALWAYS be BELOW the entry price.
e SELL trades: SL must ALWAYS be ABOVE the entry price.

* Never move SL further from entry once a trade is open — this is the most destructive habit in
trading.

* Move SL to break-even once you are significantly in profit (when TP1 is hit).

Aggressive Below invalidation candle low (BUY) / above 150 pips Scalpers — M5/M15
candle high (SELL)

Balanced Below local swing low (BUY) / above local swing 300 pips Day Traders — H1
high (SELL)

Conservative Below Order Block / demand zone (BUY) / above 800 pips Swing Traders — H4/D1
supply (SELL)

Triple Take Profit (TP) Strategy
» TP1 — Nearest liquidity level: close 50% of position here. Move SL to break-even immediately.
» TP2 — Mid-level liquidity: close 30% of remaining position here.
» TP3 — Major liquidity target: let the final 20% run to this level.

NEVER LET A WINNER BECOME A LOSER: Once price reaches TP1, immediately move your Stop
Loss to break-even. Even if price reverses before TP2 or TP3, you cannot lose money on the trade. This
rule alone can dramatically improve your profitability.
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CHAPTER 23

Risk/Reward Ratio (R:R)

The Risk/Reward Ratio (R:R) defines the relationship between potential profit and potential loss on a
trade. Proper R:R management allows traders to remain profitable even when they lose more trades
than they win.

RISK/REWARD RATIO — Triple Take Profit Strategy

_____________________________________ TP3 (80.00) — 1:5 R:R

................................................................................ TP2 (68.00) — 1:3 R:R
Reward

30pts

(1:5)
................................................................................ TP1 (62.00) — 1:2 R:R

Entry (50.00)

————————————————————————————————————— Stop Loss (44.00)

Figure 23.1: Triple TP strategy on a long trade. Risk = 6 points. TP1 = 1:2, TP2 = 1:3, TP3 = 1:5 R:R. Move SL to break-even
after TP1 is hit.

Break-Even Win Rate Required Profitable When Win Rate Exceeds

11 50% win rate Above 51%
1:2 33% win rate Above 34% — most achievable target
1:3 25% win rate Above 26%
1:4 20% win rate Above 21%
1:5 17% win rate Above 18%

MATHEMATICAL EDGE: With a 1:2 R:R, you can be wrong 67% of the time and still break even. With
1:3, you can lose 75% of trades and still profit. This is why professional traders obsess over Risk/Reward
far more than win rate.

RULE: Never take a trade where potential profit is less than 2x your potential loss. If a setup cannot offer
a minimum 1:2 R:R — skip it. Wait patiently for better setups.
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CHAPTER 24

Managing Drawdowns

A drawdown (DD) is the reduction in account balance from a peak to a subsequent trough. Every trader
experiences drawdowns — they are a normal part of trading. How you manage them determines
whether you survive.

Gain Needed to Recover Difficulty of Recovery
(DD)

10% 11.1% gain needed Manageable — maintain discipline

20% 25% gain needed Significant challenge

30% 42.9% gain needed Very difficult — review strategy

50% 100% gain needed Extremely difficult — almost always emotional
80% 400% gain needed Near impossible — capital destruction

Drawdown Management Rules
* Daily loss limit: Lose 3-5% in a single day? Stop trading for that full day. Reset.
» Weekly loss limit: Lose 8-10% in a week? Stop trading for the remainder of that week.
* Never revenge trade: Impulsive recovery trades after losses almost always compound losses.
* Reduce position sizes during drawdown until you return to consistent profitability.
* Never add to losing positions — this is how small losses become catastrophic ones.

PRO TIP: The most important skill is not finding winning trades — it is surviving losing streaks. Proper
drawdown management keeps you in the market until conditions improve. Capital preservation is always
the first priority.
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PART 6

TRADING PSYCHOLOGY




CHAPTER 25

The Trader's Mindset

Trading is 20% strategy and 80% psychology. Without the discipline to execute your strategy
consistently, you will fail regardless of how good the strategy is. The mental game is where most traders
— even those with excellent strategies — break down.

Thinking in Probabilities

The most important mental shift: from outcome-based to probability-based thinking. New traders
judge each trade individually as a win or loss. Professionals think in terms of large sample sizes and
statistical edges over hundreds of trades.

A professional understands that any single trade can go either way — regardless of how perfect the
setup looks. A 60% win-rate strategy with 1:2 R:R is highly profitable over 100 trades — even though 40
of those will be losers. The key is CONSISTENCY of execution, not individual trade outcomes.

The Five Beliefs of a Winning Trader (Mark Douglas)
» Anything can happen — no trade outcome is ever guaranteed.
* You do not need to know what happens next to profit — you need an edge and risk management.
 There is a random distribution between wins and losses for any given strategy.
* An edge is simply a higher probability of one outcome over another — not a certainty.
» Every moment in the market is unique — the same setup never produces identical results.

PRO TIP: Read Trading in the Zone by Mark Douglas — widely regarded as the most important trading
psychology book ever written.
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CHAPTER 26

Emotions and Discipline

Emotions — fear, greed, hope, regret and overconfidence — cause the vast majority of trading losses.
Learning to recognise and manage these emotions is critical to long-term success.

Fear Not taking valid setups; exiting  Trust your analysis — if the setup meets all rules, take
winners far too early the trade

Greed Holding winners too long; Stick to predetermined TP levels — always, without
overleveraging to increase exception
profits

Hope Holding losers open hoping Use stop losses — never hope a loser reverses on its
they will recover own

Regret Chasing missed trades; Accept missed trades — another setup will come. Be
revenge trading after a loss patient.

Overconfidence Increasing risk after a winning Stay consistent — never change position size based on
streak recent mood

FOMO (Fear of Entering late; chasing price far  If you missed entry — let it go. Wait for the next proper

Missing Out) from the entry zone setup.

 Create a written trading plan — document all rules before you start each session.
* Follow your plan every single time without exception or improvisation.
* Set strict daily and weekly loss limits — stop trading the moment you reach them.

» Take breaks after losses — never trade when emotionally compromised or frustrated.
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CHAPTER 27

Building Consistency

Consistency is the holy grail of trading. A consistent trader executes their strategy faithfully across all
market conditions, knowing the edge will play out statistically over a sufficiently large sample of trades.

The 100 Trade Challenge
» Choose ONE strategy and ONE or TWO assets only — do not diversify before mastery.

» Take exactly 100 trades following your strategy precisely — no exceptions whatsoever.
» Record every trade in your journal with screenshots, reasons and results.

» Review the complete results after all 100 trades — not during.

» Make adjustments based on DATA only — never based on emotions or gut feel.

After 100 consistent trades you will have genuine statistical data — your actual win rate, average R:R,
maximum drawdown and expectancy. This data is worth more than any trading course because it is
YOUR real data from YOUR actual trading.

KEY INSIGHT: Most traders lack consistency because they switch strategies after 5-10 losing trades.
No strategy works 100% of the time. Give your edge enough sample size to express itself statistically —
minimum 100 trades before evaluating.
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CHAPTER 28

Trading Journal

A trading journal records every trade — the reasons for entering, outcomes, emotional state and
lessons learned. It is one of the highest-leverage activities available to any trader for accelerating
improvement.

Date and Time Exact date and time of both entry and exit

Asset EUR/USD, BTC/USD, XAU/USD etc.

Direction Long (Buy) or Short (Sell)

Entry Price Exact price at the moment of entry

Stop Loss (SL) Price level and the structural reason for placing it there
Take Profit (TP) TP1, TP2, TP3 levels and the reasoning behind each
Position Size Lots/units traded and dollar risk amount

Outcome Win or Loss — exact profit/loss in pips and dollars
Setup Type BOS entry, FVG reaction, Liquidity sweep etc.
Confluences Used All factors that justified the trade entry

Emotional State How you felt before, during and after the trade
Lessons Learned What went right or wrong — honest, critical observations
Screenshot Chart image at entry and at exit for visual review

PRO TIP: Review your journal every single week. Which setups work best? Which assets? Which times
of day? Which emotional states led to poor decisions? Your journal reveals your unique strengths and
weaknesses — no trading coach can give you this data.
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PART 7

PUTTING IT ALL TOGETHER




CHAPTER 29

Building Your Trading Plan

A trading plan is a written document defining exactly how you will trade — your strategy, rules, risk
parameters and performance goals. Trading without a plan is like sailing without a navigation system.

The Six Components of a Complete Trading Plan

*« Component 1 — Trading Goals: Define clear, realistic goals — monthly profit target (%),
maximum monthly drawdown limit (%), minimum R:R per trade.

« Component 2 — Markets and Timeframes: Specify exactly which assets and timeframes you will
use. Beginners: maximum one or two assets until consistently profitable.

« Component 3 — Trading Strategy: Document your complete strategy — valid setup criteria,
required confluences, entry trigger, SL placement and TP targets.

» Component 4 — Risk Management Rules: Risk per trade (max 2%), daily loss limit (3—5%),
weekly loss limit (8—10%) and maximum drawdown. Non-negotiable.

e Component 5 — Trading Schedule: Define precisely when you will trade — which sessions, how
many hours daily, which days of the week. Prevents overtrading.

« Component 6 — Performance Review: Weekly journal review, monthly statistics calculation,
guarterly strategy assessment and adjustment.

IMPORTANT: Your trading plan is a living document — update it quarterly based on actual performance
data. Never change it impulsively after a series of losses. All changes must be data-driven, never
emotional or reactive.
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CHAPTER 30

From Demo to Live Trading

One of the most common and costly mistakes is moving from demo to live trading too quickly — before
proving consistent profitability first. Real money changes everything about how you trade emotionally.

Demo trade until you achieve at least 3 consecutive months of net profitability with consistent
application of your trading plan. Then follow this structured progression:

Phase 1: Micro Minimum position sizes — real money but very small risk per ~ 1-3 months
Live trade

Phase 2: Small Gradually increase to 50% of planned sizes as confidence 3-6 months
Live builds

Phase 3: Full Trade full planned position sizes with complete discipline Ongoing
Size

WARNING: Never deposit large amounts before proving consistency on a small account. Start small —
prove your strategy works with real capital first. You can always add more capital once you have
demonstrated real profitability.
When you switch from demo to live trading, emotions will be significantly more intense. This is
completely normal. The solution: trade with an amount small enough that losses do not affect you
emotionally. The goal in early live trading is NOT to make money — it is to execute your strategy with
the same discipline you showed on demo.
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CHAPTER 31

Common Mistakes to Avoid

Learning from others' mistakes is one of the fastest and cheapest ways to accelerate your trading
development. Every mistake below has cost traders enormous amounts of capital.

Overtrading: Taking too many trades out of boredom, impatience or to recover losses. Quality over
quantity — always.

Moving Stop Losses: Widening stop losses to avoid accepting a loss. Turns manageable losses into
catastrophic ones.

Revenge Trading: Impulsive, emotional trades placed after a loss to recover quickly. Almost always
leads to larger losses. Stop trading and reset completely.

Ignoring Higher Timeframes: Only analysing lower timeframes without the macro context. Always
analyse top-down — D1 first, then H4, H1, M15, M5.

FOMO Trading: Chasing price movements that have already happened. If you missed the entry — let it
go. Another setup will come.

Skipping Demo: Moving to live trading before proving 3 months of consistent profitability on demo. One
of the most expensive mistakes new traders make.

No Stop Loss: Trading without a stop loss, hoping price comes back. One large loss can wipe months
of carefully accumulated gains.

No Trading Plan: Entering trades on gut feeling or tips from others. Every single trade must be justified
by your written plan.

Overleveraging: Using maximum available leverage. Always use leverage conservatively — especially
as a beginner or during a drawdown.

No Journal: Without systematically recording performance it is impossible to identify patterns, fix
weaknesses or confirm strengths.

Unrealistic Expectations: Expecting 50-100% monthly returns. Professional full-time traders
consistently target 2-5% monthly returns.

Copying Blindly: Following others' trades without understanding the analysis. You must develop your
own skill and judgement.
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CHAPTER 32

The Road to Professionalism

Becoming a professional trader requires years of dedicated study, real-money practice, losses,

adaptation and continuous growth. For those committed to the full process, the rewards — financial

freedom, location independence and self-mastery — are extraordinary.

The Four Stages of Competence for Traders

Characteristics Typical Duration

1: Unconscious Do not know what you don't know. Overconfident. Losing money but
Incompetence blaming the market.

2: Conscious Realise how much you don't know. Frustrating but absolutely
Incompetence essential — this is where real learning begins.

3: Conscious Can trade profitably but requires intense focus, effort and discipline.
Competence Consistency is building.

4: Unconscious Trading becomes natural. Consistent profitability with less conscious
Competence effort. True professionalism.

The Daily Professional Routine

3-12 months

Before Market Open Review overnight price action. Check economic calendar. Update H4/D1 analysis and
key levels.

Market Open Run full MTF scan. Identify key levels and potential setups for the session.

During Session Monitor setups patiently. Execute per plan only. Manage open positions professionally.

After Session Record all trades in journal. Review any mistakes honestly. Plan for next session.

Weekly Review Calculate full stats: win rate, average R:R, maximum DD. Identify concrete
improvements.

The Ten Commandments of Professional Trading
1. Always use a Stop Loss (SL) on every single trade — no exceptions, ever.
* 2. Never risk more than 2% of your account on any single trade.
« 3. Always trade in the direction of the Higher Timeframe (HTF) trend.
* 4. Wait for full confirmation before entering any trade — patience is profit.
» 5. Keep a detailed trading journal and review it every week without fail.
* 6. Never revenge trade or chase losses — accept them and move forward.
* 7. Always aim for a minimum of 1:2 Risk/Reward (R:R) on every trade.

* 8. Take partial profit (TP1) and immediately move Stop Loss to break-even.
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» 9. Respect your trading plan without deviation — trust the process and the data.

* 10. Protect your trading capital above all else — it is your only lifeline.

The Complete Trading Guide - Page 53 of 54



The Complete Trading Guide - Page 54 of 54



