
TRADING PSYCHOLOGY 

support@gtcup.comwww.gtcup.com

FOREX TRADING WEBINAR 8



OBJECTIVES

Different ways to avoid mistakes

Ways to control your emotions

Habits of a successful trader

Common Mistakes beginners Make

Trader's Psychology



“LESS IS MORE IN TRADING! KEEP IT SIMPLE”

 A versatile professional with diversified experience in marketing & financial services.

Trading psychology coach & analyst empowering various financial organizations to foster collaborative
thinking to help assess novice & routine investors/traders’ psychological suitability for the forex trading
arena. 

She has expertise in developing and conducting qualitative, quantitative, and mixed-methods investigations
designed to explicate trading behavior, affect, and cognition. 

SHIPRA CHUGH 
SENIOR ANALYST



RECENCY BIAS

Recency bias is an explanation of how
we are affected by more recent events
than events that occurred further in the
past.
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EFFECTS OF RECENCY BIAS

Switching is the continuous changing
between trading strategies, without an
actual basis for doing so. This usually
happens after either experiencing a
sequence of losing trades or when the
account goes into negative equity.

A common symptom resulting from
recency bias is a fear of taking
further losses. The fear instilled
from the recent losing trades
influence the trader to the extent
that they find it difficult to pull the
trigger and execute the next trade.

1. 2.FEAR SWITCHING



HOW TO OVERCOME RECENCY BIAS?

Recency bias results in the trader
making decisions based on emotion
and not on logic so using a trading
journal helps get into a logical state of
mind because a trading journal
presents facts and data.

MAINTAIN A TRADING JOURNAL



UNREALISTIC EXPECTATIONS
Warped expectations are unrealistic expectations of the rewards you can get from trading.

For example, making an
excessive amount of money

with a small trading
account or learning a few
basic concepts and then
believing you can be a

winning trader after just a
few days of studying.



TRADE ANALYSIS BECOMES
SECONDARY TO EMOTIONS

The fact that the trade has not yet reached the profit target becomes
secondary to the fact that the trade is turning against the trader.



TRADERS MAY RISK
TOO MUCH TO GET
WHAT THEY WANT

A scenario that is likely to present
itself, is the trader wanting to reach

a certain level of capital in a short
space of time. Instead of risking an
appropriate amount of 1 to 2%, they

risk much more.



REWARD

Giving oneself a 2:1 reward-to-risk ratio
will considerably increase your chances
of long-term financial success.

You want to trade when you have the
potential to make at least two times as
much as you are risking in order to enhance
your chances of profitability.

RISK

NOT MAINTAINING UNIFORM RISK & REWARD



TRADES LOSING TRADES WINNING TRADES

1 1000 $  

2  2000 $

3 1000 $  

4 1000 $  

5  2000 $

6 1000 $  

7 1000 $  

8  2000 $

9 1000 $  

10  2000 $

LOSING TRADES = 6*1000 = 6000 $

WINNING TRADES = 4*2000 = 8000 $

PROFIT = 2000 $

Just keep in mind that
even if you trade with a
lower win % and a strong
risk to reward ratio, your
chances of making money
are significantly higher.



COMMON MISTAKES BEGINNERS
MAKE & HOW TO AVOID THEM



TRADING WITHOUT A PLAN

You can determine if you're moving in
the right way by using a trading plan.

You'll have a system in place to
evaluate your trading efficiency. And
you can continuously keep an eye on
this

You can trade as a result with less
stress and emotion.



NO STOP LOSS OR
MODIFYING STOP LOSS

Traders modify the loss in anticipation that the trade will
turn in their favor because they do not want to accept the
loss.

A stop-loss is designed to limit an investor's loss on a 
 position that makes an unfavorable move.
One key advantage of using a stop-loss order is you
don't need to monitor your trades all the time.



BOOKING PROFITABLE TRADES EARLY
& HOLDING ON TO THE NEGATIVE
TRADES



OVERTRADING

Overtrading is making frequent buying of currencies or stock or commodities. It entails nonstop trading all
day long and ultimately making poor choices that result in wrong financial judgments.



TAKING TOO MANY TRADES
BASED ON SAME CURRENCY

For ex. A trader decides to buy
AUDUSD, them they open
another trade with AUDJPY,
then they open a third trade with
AUDCHF
He is overexposing on AUD, if
AUD turns around all his trades
would be negative.



Back testing will build YOUR confidence in
YOUR system. You will learn the ins and
outs of YOUR strategy. This is so important
for being profitable especially from a
psychological standpoint as it will help you
weather losing streaks.

NOT BACKTESTING

Market conditions are constantly changing,
yes. They may be trending, they may be
ranging, they may just be moving sideways.
You need to know in what conditions your
system performs best. And trade under
those conditions.



REVENGE TRADING

Revenge trading is a natural and
emotional response when a trader
suffers a significant loss. 

Before taking time to think about their
next move or looking at their strategy,
they enter another trade after their big
loss.

The idea is to recover from the loss
immediately.



2. MAKE A SELF-
ASSESSMENT

4. ASSESS
YOUR TRADING

STRATEGY

1. STEP BACK
TEMPORARILY

3. ASSESS
MARKET

CONDITIONS

5. MAKE THE
NECESSARY

ADJUSTMENTS

5 WAYS
TO AVOID
REVENGE
TRADING



TRADING WITHOUT FORMAL
EDUCATION OR BASED ON TRADE
CALLS



MAKE YOURSELF ACCOUNTABLE 

Discuss with your spouse, family,
friend, colleague or parents. 

Keep them posted about your
performance & account status.



Creating the trading plan

STAY TUNED! JOIN OUR NEXT
WEBINAR

Setting up the trading account

KEY TAKEWAYS



THANK YOU
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