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SELF

The bedrock of every elite trader.
Without mastery of self, no edge survives the market.

Mindset & Psychology Discipline & Emotional Control Physical Health & Routine




SELF > Mindset & Psychology

e Treat trading as a probability business — outcomes are uncertain, process is controllable
e Detach your identity from any single trade; wins and losses are data, not verdicts

e Develop an engineering mindset: observe, hypothesize, test, refine — never guess

e Eliminate revenge trading and FOMO by anchoring to your pre-defined setup criteria

e Journal every trade — capture the WHY behind entries and exits, not just the P&L

e Accept market randomness in the short term while trusting statistical edge over time

e Visualize execution before the market opens — mental rehearsal improves discipline

e Recognize emotional states (fear, greed, overconfidence) as signals to step back, not act




SELF > Discipline & Emotional Control

* Rules exist for the losing days — enforce your max daily loss limit without negotiation
e Use a pre-market checklist before touching the keyboard: setup conditions, risk limits, targets
e |Implement a 3-strike rule: 3 losing trades in a row means step away and reassess

e Time-of-day discipline: know your highest-probability windows (first 30 min, midday, close) and trade only
them

e Reduce position size immediately after a drawdown — protect capital before rebuilding confidence
e Log emotional states alongside trade data to identify patterns in decision-making errors

. Physical triggers (stand up, breathe, walk away) break the emotional feedback loop mid-session

e Define success by adherence to process, not daily P&L — this reframes the psychological win condition




LEVEL

SELF

SELF » Physical Health & Routine

N

PROFITS

< Sleep guality — directly impacts decision-making speed, pattern recognition, and risk

tolerance — protect it

® overall physical health — how you treat your body directly determines the quality of
your decisions, your stress tolerance, and your ability to sustain focus across a full

trading session.

* Regular movement breaks — during the trading day reduce cortisol buildup and

decision fatigue.

® Recovery days are non-negotiable — consistent peak performance requires
deliberate rest.

*® Structured morning routine — pre-market research, exercise, and nutrition creates

neurclogical readiness before the open.

g Hydration and nutrition timing — affect cortisol and alertness; eat before the open,

not during.

® Screen time management — UV and blue-light exposure management improves

sleep cycle and recovery.

® Physical health is your hardware — no trading system runs optimally on degraded

infrastructure.
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SELF

SELF » Cognitive Biases

N

PROFITS

A cognitive bias is a systematic pattern of thinking that causes the brain to deviate from rational judgment. In trading, these hardwired mental shoricuis — developed for
survival, not markets — operate invisibly, distorting perception, skewing risk assessment, and overriding logic. They shape what you see, what you ignore, and what you

do, often at the exact moments when clear thinking matters most.

® Confirmation bias — the mind filters incoming data to support what it already believes,

causing traders to ignore warning signs that contradict an open position or pending
setup; befaore entering, deliberately construct the opposing case and require it to be
invalid before proceeding.

Loss aversion — losing $500 registers psychologically as roughly twice as painful as
gaining $500 feels rewarding, creating a pull to cut winners early and hold losers too
long; pre-define your exit rules before the trade is open, when emotion is absent and
logic is in control.

Anchoring — the brain fixates on a reference point, typically your entry price, and
distorts all subsequent management decisions around it rather than current market
structure: make every trade management decision by asking "if | had no position right
now, what would the chart tell me to do?"

® Recency bias — the brain over-weights recent events, causing a 3-trade win streak to

feel like proof of edge and a 3-trade loss streak to feel like system failure; evaluate all
strategy performance over a large sample group of 50 or more trades and never adjust
rules based on fewer data points.

Overconfidence bias — a hot streak rewires perceived skill upward, leading to
oversizing and rule-bending at precisely the moment risk is highest; implement a
mandatory position size reduction after any outsized winning period, treating it with the
same discipline as a drawdown protocol.

Sunk cost fallacy — the mind treats money already lost as a reason to stay in a trade,
framing exit as "locking in" the loss rather than a neutral decision; recognize that the
market has no memory of what you paid, close the position. and re-evaluate entry
purely on present conditions.
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SELF
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PROFITS

SELF » Self-Affirmation & Manifestation

® The Why Anchor — Know what you are trading for — financial freedom, providing for
your family, escaping a job you hate, building generational wealth — and keep it visible
every single day; when a losing streak hits and discipline is hardest to hold, it is not
strategy that keeps you going, it is the reason you started.

® pre-Session Visualization — Pre-session visualization targets process execution, not

profit outcomes — mentally rehearse your entry trigger, sizing, and stop placement
before the open to prime motor and decision pathways for disciplined action.

® Clarity of Goal as Decision Filter — Clarity of goal functions as a decision filter — a
written, specific target (account size, consistency metric, drawdown limit) keeps

intraday decisions aligned with long-term architecture and reduces impulsive deviation.

g Identity & Neuroscience — ldentity-based affirmations are spoken aloud, deliberately

and slowly, before the market opens — saying "l execute my plan with discipline”
activates the same neural pathways as lived experience, conditioning the brain to treat
disciplined execution as its default state rather than an aspiration.

® \written Intention-Setting — Written intention-setting each morming primes attentional
filters: the brain’s reticular activating system surfaces what you've explicitly told it to
look for, making your setups easier to see and distractions easier to dismiss.

® Cognitive Reframing — Cognitive reframing of losing trades ("this is data, not failure®)
is a measurable intervention; studies in performance psychology show it lowers cortisol
and preserves subsequent decision quality across the remainder of the session.
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FAMILY &
ENVIRONMENT

Your trading environment is your second edge.
Distraction is a tax on performance.

Supportive Relationships Stable & Distraction-Free Zone Time Management & Balance




FAMILY & ENVIRONMENT > Supportive Relationships

Communicate your trading schedule and risk framework to family — buy-in reduces household friction
Align household expectations around market hours (8:30-4:00 CT) as protected, distraction-free time
Spouses and partners who understand volatility become stabilizing forces, not sources of added pressure
Build accountability partnerships with other traders — outside perspective catches blind spots

Limit exposure to negative voices who dismiss trading as gambling; protect your psychological environment
Celebrate process milestones with family, not just P&L wins — reinforces the right behaviors

Isolation is a risk factor; maintain social connections outside of trading to preserve perspective

A supported trader makes better decisions — the invisible edge of a stable home life is real




FAMILY & ENVIRONMENT a

FAMILY & ENVIRONMENT » Stable & Distraction-Free Zone

® Stable internet with failover — wired primary + LTE backup — connectivity failure ® silence non-trading notifications — during market hours; one distraction at the
during critical trading events is unacceptable; do you have your broker's phone number wrong moment costs more than a bad trade.
on speed dial?

® Clean, organized workspace — signals seriousness to the brain — clutter creates ® Consistent ambient environment — temperature, lighting, and ergonomics reduce
cognitive overhead. physical fatigue over long sessions.
® pre-market prep and post-market review — can occupy different spaces — ® vyour environment is a system — it should be engineered for performance, not

separating execution mindset from analysis improves both. convenience.
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FAMILY & ENVIRONMENT o

PROFITS
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FAMILY & ENVIRONMENT » Time Management & Balance

® Block calendar time — for pre-market analysis (6:30—9:00 CT), active trading ® Not every market hour deserves your full attention — protect your highest-energy
(9:30—-11:30 / 3:00—4:00), and post-market review. windows for highest-probability setups.

® schedule weekly review sessions — what worked, what failed, what needs testing — ® Avoid the trap of watching screens all day — define off-hours deliberately and honor
block it like a market open. them.

® yacation and downtime planning is a trading decision — overtraded accounts and ® Time-boxed learning — 30—60 minutes daily of deliberate skill development

overworked traders both blow up. compounds faster than passive watching.

=

Balance is not weakness — the long-game trader outlasts the bumout trader every
time.
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LEARNING

TO LEARN

Don't reinvent the wheel.
Start from those closest to you.

Validate through proven leaders and modern tools.

Find Trusted Sources

Model Proven Leaders

Validate with Technology




STEP 1 OF 5

Start Close — People & Trade Rooms

Your network is your first filter. The people closest to you who are already trading profitably are worth more than any random YouTube
channel.

Ask for referrals first

Before consuming any content, ask traders you respect: What rooms are you in? Who do you actually follow? Warm referrals filter out 80% of the
noise instantly.

Join live trade rooms — watch, don't copy

Find rooms where experienced traders execute in real-time. The goal isn't to mirror trades — it's to observe decision-making under pressure, how
they handle losses, and how they communicate their process.

Evaluate behavior, not just results

Anyone can show winning trades. Watch how traders behave on losing days. That's where real skill and discipline are revealed — or exposed.

Your local network may be your fastest shortcut

A friend, colleague, or family member with 5 years of profitable trading history is more valuable than a stranger with 500K followers. Start there.




SITER 2 OF 5

Move to Proven — Long-Term Leaders

The wheel already exists. Your job is to find who built a great one — and understand why it works — before you consider building your

own.
WHAT MAKES A LEADER CREDIBLE RED FLAGS TO FILTER OUT
v Documented track record over 5-10+ years across multiple
. : P X Results from only bull markets or a 6-month hot streak

market regimes
v Transparent about losses and drawdowns — not just win . .

. e X Only shows winners — no loss reviews, no honest post-mortems
highlights
v/ Teaches process and reasoning, not just entries and alerts X Lifestyle marketing: cars, screenshots, big claims

v Not primarily monetizing through subscriptions, courses, or . . .
alerts P Y . £ 8 ’ ’ X Can't or won't explain the logic behind the edge

v Can explain WHY a setup works — not just that it does X Primary income is selling content, not trading




STEP 3 OF 5

Copy the Wheel — Model What Works

Creativity comes after competence. Model first. Understand deeply. Then — and only then — adapt to your own context.

Ol

Deconstruct the Framework

Don't just watch — reverse-engineer.
What is the setup condition? What is the
entry trigger? What invalidates it? What
is the target logic? Document every rule
explicitly.

02

Paper Trade It First

Before committing capital, replicate the
strategy in simulation or on a demo
account. The goal is to build pattern
recognition for the setup — not to prove
it works instantly.

03

Adapt Only After Mastery

Only after you can execute the original
framework consistently should you
consider modifications. Changing a
strategy you haven't mastered is
guessing, not refining.




STEP 4 OF 5

Validate Ruthlessly — Backtest & Al

Opinion is cheap. Data is expensive. Use today's technology to demand proof — not promises — before you risk real capital on any
strategy.
BACKTESTING TOOLS LEVERAGING Al TODAY
ThinkorSwim OnDemand Pattern research & synthesis
Replay historical market sessions with real tick data. Test your setup against Ask Al to summarize how top traders approach a specific setup type — then
FOMC, CPI, and OPEX days. cross-reference against primary sources.
TradeStation / NinjaTrader Trade journal analysis
Automated strategy backtesting with performance metrics across thousands Feed your trade log to Al and ask it to identify patterns in your mistakes, biases,
of historical trades. and missed setups.
QuantConnect / Python Strategy stress-testing
For those with coding ability — test strategies with full statistical rigor on Describe your rules to Al and ask it to identify edge cases, failure conditions,
decades of data. and regime scenarios it may break in.




STEP 5 OF 5

Separate Fact from Fiction

The market is full of signal that looks like noise — and noise that looks like signal. Your filter is the most important skill you'll ever

develop.

Is there a track record?

Not cherry-picked trades. A full performance
record across at least 2-3 market regimes
including losing periods.

Can | verify it independently?

Brokerage statements, third-party audits, or
live trading rooms. Screenshots are not
evidence.

Does the logic make structural sense?

Does the edge have a fundamental reason to
exist — dealer hedging, institutional flow,
behavioral bias? Or is it pattern-matching with
no 'why'?

Does it survive backtesting?

Run it yourself. Don't trust someone else's
backtest. Backtest it across multiple time
periods and market conditions.

What does Al say when | stress-test
it?

Feed the strategy rules to Claude or GPT. Ask
for failure conditions, regime risk, and logical
gaps. Fresh eyes find what you've stopped
seeing.

Does my trusted network validate it?

Not approve of it emotionally — but have
they seen this type of approach work over
time in their own experience?




VALIDATE RUTHLESSLY — STEP 4

How to Read a Backtest: The Core Metrics

A backtest tells you what happened in the past — not what will happen next. But these metrics reveal whether your edge is real, robust, and

worth risking capital on.

System Expectancy

( Win Rate x Avg Win ) - ( Loss Rate x Avg Loss )

The single most important number. Tells you how
much you expect to make per dollar risked, on
average, over a large sample. A positive expectancy
means the edge is real.

v > $0.20 per dollar risked

X Negative or near zero — stop trading it

Win Rate

Winning Trades + Total Trades

Misunderstood by most traders. High win rate with
small winners and large losers destroys accounts.
Only meaningful when read alongside Profit Factor
and Avg Win/Loss ratio.

v 40-65% depending on R:R profile

X < 35% without outsized win size

Profit Factor

Gross Profit = Gross Loss

Measures how much you make for every dollar you
lose in aggregate. A robust strategy has a profit
factor that holds across multiple time periods and
market regimes.

v/ >1.5isviable | > 2.0 is strong

X < 1.2 is fragile — too close to breakeven

Max Closed Drawdown

Largest peak-to-valley loss on closed trades

The worst consecutive losing run the strategy
produced on a completed trade basis. This is the
number you have to be willing to live through —
psychologically and financially.

v/ < 15-20% of account equity

X >25% — most traders quit before recovery

Max Open (Intraday) Drawdown

Largest unrealized loss at any point during a trade

Often worse than closed drawdown. Reveals how far
against you a trade went before closing. High open
drawdown means wide stops or poor entry timing —
both mask real risk.

v Should not exceed 1.5x% closed drawdown

X 2x or more — entries are inefficient

Avg Win / Avg Loss (R:R)
Average Winning Trade + Average Losing Trade

The ratio that, combined with win rate, determines
survivability. A 2:1 R:R with 40% win rate has positive
expectancy. A 0.8:1 ratio requires 60%+ win rate just
to break even.

v/ > 1.5:1 at standard win rates

X <1.0:1 — you need near-perfect win rate




VALIDATE RUTHLESSLY — STEP 4 (CONTINUED)

Secondary Metrics + Reading the Full

Picture

ADDITIONAL METRICS TO EXAMINE

Total Trades (Sample Size)

Minimum 30 trades to have any statistical meaning. Fewer than 30 is anecdote,
not data. 100+ trades across varied conditions is far more reliable.

Benchmark: 100+ trades across different market regimes

Consecutive Losses (Max Run)
How many losing trades in a row did the strategy produce? This is the

psychological stress test. If you can't survive it financially AND emotionally, the

strategy doesn't fit you.
Benchmark: Should align with your 3-strike / daily loss rule

Recovery Factor
Net profit divided by max drawdown. Tells you how efficiently the strategy

recovers from its worst periods. Higher is better — means the edge is strong

relative to its pain.
Benchmark: > 2.0 is solid | > 3.0 is excellent

Sharpe / Sortino Ratio
Risk-adjusted return. Sharpe penalizes all volatility; Sortino only penalizes

downside volatility (more relevant for traders). Helps compare two strategies of

different risk profiles.
Benchmark: Sharpe > 1.0 | Sortino > 1.5

HOW TO READ IT ALL TOGETHER

v High Win Rate + Low Profit Factor

Dangerous. Lots of small wins being erased by a few large losses. Classic overfit or
premature exit strategy. Check avg win vs avg loss immediately.

v/ Good Expectancy + High Open Drawdown

Your entries are late or stops are too wide. The edge exists but you're absorbing
unnecessary pain to get there. Refine entry timing before scaling.

v/ Strong Profit Factor on Small Sample

Meaningless until you have 50-100 trades. Don't scale a strategy based on 15 trades,
even if they look perfect. You're trading luck, not edge.

v/ All Metrics Green — But One Market Regime

Most dangerous of all. A strategy that only works in trending markets will destroy you
the moment the regime shifts. Always test across trending, range, and high-vol
conditions.

A The Non-Negotiable Check Before Going Live

Does it hold on out-of-sample data you didn't use to build it? If performance collapses
on new data, the strategy was curve-fit to the past — not a real edge.




THE MOST IMPORTANT METRIC

System Expectancy — Worked Examples

Expectancy = ( Win Rate x Avg Win) - (Loss Rate x Avgloss) | Result = expected $ earned per dollar risked, per trade
Scenario A — Marginal Edge Scenario B — Solid Edge Scenario C — Dangerous lllusion
Win Rate 45% R ENE 50% Win Rate 70%
Loss Rate 55% Loss Rate 1077 Loss Rate 30%
Avg Win $300 Avg Win $400 Avg Win $150
Avg Loss $200 Avg Loss $200 Avg Loss $400
(0.45 x $300) - (0.55 x $200) (0.50 x $400) - (0.50 x $200) (0.70 x $150) - (0.30 x $400)
$135 - $110 = +$25 $200 - $100 = +$100 $105 - $120 = -$15

Positive but thin. One bad streak can flip this 2:1 R:R with coin-flip accuracy is a real edge. This is High win rate. Feels great. But expectancy is
negative. Needs refinement before scaling. tradeable at scale with proper sizing. negative — this strategy loses money over time.

Key insight: Win rate alone tells you almost nothing. Expectancy is the number that determines whether you make money over time.




THE LEARNING TO LEARN JOURNEY

How Do | Start? Where Do | Find What's
Real?

1 2 C 4 5

Start Close Go Proven Copy First Validate Hard Filter Ruthlessly
Network, referrals Long-term leaders Model before you Backtest & Al Fact vs fiction
& trade rooms with track records invent anything stress-test before you commit

Apply to every technique: Search = Understand — Validate — Test —» Modify

Don't reinvent the wheel. Find great wheels. Understand why they roll. Then decide if yours needs to be different.



BUILD YOUR BASE FIRST

The pyramid is not a metaphor — it's a load-bearing structure.
Remove any level and the system above it collapses.

Master your mind and body first. Everything else is downstream of who you are when markets move against you.

FAMILY &
ENV.

Engineer your environment for performance. Relationships and workspace are variables you can control.

LEARNING
Apply Search - Understand - Validate - Test - Modify to every skill and strategy. Never stop iterating.

Coming Next: Money Risk Management | Execution — Entries, Management & Exits




