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P R E S E N T E D  B Y :

Advanced Risk Management
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BearBullTrading.com employees, 

contractors, shareholders and affiliates, are 

NOT an investment advisory service, a 

registered investment advisor or a broker-

dealer and does not undertake to advise 

clients on which securities they should buy 

or sell for themselves.

You understand that NO content 

published as part of the Bear Bull 

Trading Room and its Website 

constitutes a recommendation that any 

particular investment, security, portfolio of 

securities, transaction or investment 

strategy is suitable for any specific person.

You further understand that none of the 

creators or providers of our Services or 

their affiliates will advise you 

personally concerning the nature, 

potential, value or suitability of any 

particular investment, security, portfolio 

of securities, transaction, investment 

strategy or other matter.

D I S C L A I M E R
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Learning Objectives

✓ Seven risk lessons

✓Calculating risk



4

risk
/rɪsk/

noun

1.a situation involving exposure to danger:
"flouting the law was too much of a risk“

Similar possibility chance probability likelihood Opposite impossibility

verb

1.expose (someone or something valued) to danger, harm, or loss:
"he risked his life to save his dog“

Similar endanger put at riskput in danger expose to danger put on the line take a chance 
with imperil jeopardize put in jeopardy hazard gamble (with) bet wager chance venture

Definition

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ySFTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+possibility&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ySVTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+chance&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ySlTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+probability&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yS1TrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+likelihood&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yU1TrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+impossibility&fr2=p:s,v:w,m:dict-ant
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yclTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+endanger&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yc1TrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+imperil&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ydFTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+jeopardize&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ydVTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+hazard&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8ydlTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+bet&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yd1TrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+wager&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yeFTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+chance&fr2=p:s,v:w,m:dict-syn
https://ca.search.yahoo.com/search;_ylt=AwrFOZPO6jljWN8yeVTrFAx.;_ylu=Y29sbwNiZjEEcG9zAzEEdnRpZAMEc2VjA3Nj?type=E211CA105G91713&fr=mcafee&ei=UTF-8&p=define+venture&fr2=p:s,v:w,m:dict-syn
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Definition

Copyrighted Material: Andrew Aziz (C) 
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Risk is the possibility of something bad happening

Risk involves uncertainty about the effects/implications 
of an activity, often focusing on negative, undesirable 

consequences
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Risk Lesson #1

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Know how you get paid
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How Do You Get Paid In Trading??

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Taking risk
Planning
Earn money for time
Profits
system that generates consistency, 

and statistically shows you generating 

a multiple of your risk as gains

Providing value

Consistency

Partials

Exploiting price imbalance
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How Do You Get Paid In Trading??
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How Do You Get Paid In Trading??
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How You Get Paid

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Markets

• What the stock will do

Tactics

• Effectiveness of your strategy(ies)

• How much you are risking per trade

• How robust are your tools and processes

Execution

• How often you deviate from your strategy(ies)

• How often you do not adhere to your stop loss (+ve or –ve)

• How you manage the trade (i.e. partials, adding, exiting)

How You Get Paid
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Risk Lesson #2

Copyrighted Material: Andrew Aziz (C) 
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Think like an owner, not an 
employee
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3 Scenarios

Copyrighted Material: Andrew Aziz (C) 
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Comparing Approaches

Copyrighted Material: Andrew Aziz (C) 
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Hiring / 
Recruiting

Strategy Tactics / 
Planning

Preparation 
/ Training

Plan 
Execution

Execution 
Decision 
Making

Post Op 
Review
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Comparing Approaches
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Hiring / 
Recruiting

Strategy Tactics / 
Planning

Preparation 
/ Training

Plan 
Execution

Execution 
Decision 
Making

Post Op 
Review

In
v

e
st

m
e

n
t

ABC Inc.

NFL

Army
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The Trading Approach

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Hiring / 
Recruiting

Strategy Tactics / 
Planning

Preparation 
/ Training

Plan 
Execution

Execution 
Decision 
Making

Post Op 
Review

ArmyIn
v

e
st

m
e

n
t
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The Trading Approach

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Hiring / 
Recruiting

Strategy Tactics / 
Planning

Preparation 
/ Training

Plan 
Execution

Execution 
Decision 
Making

Post Op 
Review

ArmyTradingIn
v

e
st

m
e

n
t

You Trading 
Strategy

TradeBook Simulation 
practice

Live Trading Trade 
Manage-
ment

Trade 
Analysis
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Risk Lesson #3

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Act like a leader 
and not a (rogue) agent
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Risk Lesson #3

Copyrighted Material: Andrew Aziz (C) 
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Risk Lesson #3
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Risk Lesson #2

Copyrighted Material: Andrew Aziz (C) 
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Risk Lesson #3

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

In real life, rogue agents die, 
destroy their lives and/or end 

up in prison

Be the boring leader!!
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Risk Lesson #4

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Create a plan and execute it 
flawlessly
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3 Scenarios

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Business Planning

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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NFL Playbook

Copyrighted Material: Andrew Aziz (C) 
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US Army Operations Process

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Strategic Trading Plan

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Business Planning

Copyrighted Material: Andrew Aziz (C) 
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Strategic Trading Plan

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Risk Lesson #4

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Create a plan and execute it 
flawlessly
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Risk Lesson #5

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Accept risk within your plan, 
but focus it where YOU choose
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Accepting and Taking Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

“Take the risk or lose the 
chance”

-Anonymous

“The biggest risk is not taking any 
risk. In a world that is changing really 

quickly, the only strategy that is 
guaranteed to fail is not taking risks.”. 

-Mark Zuckerberg

“Life is all about taking risks. If 
you never take a risk, you will 
never achieve your dreams.”

-Anonymous

“He who is not courageous enough to 
take risks will accomplish nothing in 
life.” 

-Muhammad Ali

”There can be no great 
accomplishment without risk.” 

-Neil Armstrong
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Focusing Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Hiring / 
Recruiting

Strategy Tactics / 
Planning

Preparation 
/ Training

Plan 
Execution

Execution 
Decision 
Making

Post Op 
Review

In
v

e
st

m
e

n
t

You Trading 
Strategy

TradeBook Simulation 
practice

Live Trading Trade 
Manage-
ment

Trade 
Analysis

Trading

In
c
re

a
se

d
 R

isk
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Risk Lesson #6

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Any risk within your plan is 
good risk.

Any other risk is bad risk
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Planned Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Daily maximum loss
Daily risk-per-trade

Financial Risk

Psychological Risk

Loss of confidence
Failure to execute
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Planned Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Execution mistakes
Impulsive decisions
Self doubt
Changing tradebook
Lack of prep
No strategy
Not trusting yourself
Lack of patience
Over confidence

What risks can you identify?
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Planned Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Mon, Oct 3rd

Today’s goals:

➢ Today I am going to target a ‘perfect’ day: 
➢ Take only A/A+ set-ups
➢ Take all the trades

➢ No partials until >1R and b/e at 1R
➢ TALK OUT LOUD!
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Planned Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Daily maximum loss
Daily risk-per-trade

Financial Risk

Psychological Risk

Loss of confidence
Failure to execute

Create a plan that addresses 
ALL 

the risk elements that matter to 
you and allows you to execute on 

your overall trading plan(s).
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Most investment banks and proprietary trading firms 
use highly complex measurements for performance 
and risk

• The Sharpe ratio

• The Sortino ratio

• The Adjusted Sortino ratio

• Gain to Pain (GPR) ratio

• Value at Risk (VAR)
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

For retail traders, only 2 
measures matter:

Daily Maximum Loss
&

Profitability
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

= 100/ Win Rate% * (Risk per Trade))

Daily Maximum Loss

Note: Consider your desired daily trading volume and 
your emotional handling of losses before finalizing.
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Calculating Your Risk – Profitability Calc

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Win Rate
P

a
y

o
ff

 R
a

ti
o

25% 30% 35% 40% 45% 50% 55% 60% 65% 70% 75%
1 -50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%

1.2 -45% -34% -23% -12% -1% 10% 21% 32% 43% 54% 65%

1.4 -40% -28% -16% -4% 8% 20% 32% 44% 56% 68% 80%

1.6 -35% -22% -9% 4% 17% 30% 43% 56% 69% 82% 95%

1.8 -30% -16% -2% 12% 26% 40% 54% 68% 82% 96% 110%

2 -25% -10% 5% 20% 35% 50% 65% 80% 95% 110% 125%

2.2 -20% -4% 12% 28% 44% 60% 76% 92% 108% 124% 140%

2.4 -15% 2% 19% 36% 53% 70% 87% 104% 121% 138% 155%

2.6 -10% 8% 26% 44% 62% 80% 98% 116% 134% 152% 170%

2.8 -5% 14% 33% 52% 71% 90% 109% 128% 147% 166% 185%

3 0% 20% 40% 60% 80% 100% 120% 140% 160% 180% 200%

Payoff Ratio = Average Winner
Average Loser
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10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65% 70% 75% 80% 85% 90% 95%
1 -80% -70% -60% -50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

1.2 -78% -67% -56% -45% -34% -23% -12% -1% 10% 21% 32% 43% 54% 65% 76% 87% 98% 109%

1.4 -76% -64% -52% -40% -28% -16% -4% 8% 20% 32% 44% 56% 68% 80% 92% 104% 116% 128%

1.6 -74% -61% -48% -35% -22% -9% 4% 17% 30% 43% 56% 69% 82% 95% 108% 121% 134% 147%

1.8 -72% -58% -44% -30% -16% -2% 12% 26% 40% 54% 68% 82% 96% 110% 124% 138% 152% 166%

2 -70% -55% -40% -25% -10% 5% 20% 35% 50% 65% 80% 95% 110% 125% 140% 155% 170% 185%

2.2 -68% -52% -36% -20% -4% 12% 28% 44% 60% 76% 92% 108% 124% 140% 156% 172% 188% 204%

2.4 -66% -49% -32% -15% 2% 19% 36% 53% 70% 87% 104% 121% 138% 155% 172% 189% 206% 223%

2.6 -64% -46% -28% -10% 8% 26% 44% 62% 80% 98% 116% 134% 152% 170% 188% 206% 224% 242%

2.8 -62% -43% -24% -5% 14% 33% 52% 71% 90% 109% 128% 147% 166% 185% 204% 223% 242% 261%

3 -60% -40% -20% 0% 20% 40% 60% 80% 100% 120% 140% 160% 180% 200% 220% 240% 260% 280%

3.2 -58% -37% -16% 5% 26% 47% 68% 89% 110% 131% 152% 173% 194% 215% 236% 257% 278% 299%

3.4 -56% -34% -12% 10% 32% 54% 76% 98% 120% 142% 164% 186% 208% 230% 252% 274% 296% 318%

3.6 -54% -31% -8% 15% 38% 61% 84% 107% 130% 153% 176% 199% 222% 245% 268% 291% 314% 337%

3.8 -52% -28% -4% 20% 44% 68% 92% 116% 140% 164% 188% 212% 236% 260% 284% 308% 332% 356%

4 -50% -25% 0% 25% 50% 75% 100% 125% 150% 175% 200% 225% 250% 275% 300% 325% 350% 375%

4.2 -48% -22% 4% 30% 56% 82% 108% 134% 160% 186% 212% 238% 264% 290% 316% 342% 368% 394%

4.4 -46% -19% 8% 35% 62% 89% 116% 143% 170% 197% 224% 251% 278% 305% 332% 359% 386% 413%

4.6 -44% -16% 12% 40% 68% 96% 124% 152% 180% 208% 236% 264% 292% 320% 348% 376% 404% 432%

4.8 -42% -13% 16% 45% 74% 103% 132% 161% 190% 219% 248% 277% 306% 335% 364% 393% 422% 451%

5 -40% -10% 20% 50% 80% 110% 140% 170% 200% 230% 260% 290% 320% 350% 380% 410% 440% 470%

5.2 -38% -7% 24% 55% 86% 117% 148% 179% 210% 241% 272% 303% 334% 365% 396% 427% 458% 489%

5.4 -36% -4% 28% 60% 92% 124% 156% 188% 220% 252% 284% 316% 348% 380% 412% 444% 476% 508%

5.6 -34% -1% 32% 65% 98% 131% 164% 197% 230% 263% 296% 329% 362% 395% 428% 461% 494% 527%

5.8 -32% 2% 36% 70% 104% 138% 172% 206% 240% 274% 308% 342% 376% 410% 444% 478% 512% 546%

6 -30% 5% 40% 75% 110% 145% 180% 215% 250% 285% 320% 355% 390% 425% 460% 495% 530% 565%

Calculating Your Risk – Profitability Calc

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Win Rate

P
a

y
o

ff
 R

a
ti

o
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

1. Calculate (or estimate) your Profitability

2. Calculate (or invent) your Daily Max Loss

3. Trade for 1 month

4. (Re)calculate your Profitability

5. Review all plans and decide what to change!

6. Repeat

Risk Management Cycle
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Calculating Your Risk – Profitability Calc

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

Win Rate
P

a
y

o
ff

 R
a

ti
o

25% 30% 35% 40% 45% 50% 55% 60% 65% 70% 75%
1 -50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%

1.2 -45% -34% -23% -12% -1% 10% 21% 32% 43% 54% 65%

1.4 -40% -28% -16% -4% 8% 20% 32% 44% 56% 68% 80%

1.6 -35% -22% -9% 4% 17% 30% 43% 56% 69% 82% 95%

1.8 -30% -16% -2% 12% 26% 40% 54% 68% 82% 96% 110%

2 -25% -10% 5% 20% 35% 50% 65% 80% 95% 110% 125%

2.2 -20% -4% 12% 28% 44% 60% 76% 92% 108% 124% 140%

2.4 -15% 2% 19% 36% 53% 70% 87% 104% 121% 138% 155%

2.6 -10% 8% 26% 44% 62% 80% 98% 116% 134% 152% 170%

2.8 -5% 14% 33% 52% 71% 90% 109% 128% 147% 166% 185%

3 0% 20% 40% 60% 80% 100% 120% 140% 160% 180% 200%

Payoff Ratio = Average Winner
Average Loser
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Calculating Your Risk

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

• Adherence to (Tradebook) rules

• Mental preparedness

• Average winner

• Win Rate

• Partialling approach

• Stock selection

• Trade timing (time of day and duration)

Where to look for issues:
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Risk Lesson #7

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

It’s all on you.
DO NOT blame anyone, or 

anything, else
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Seven Risk Lessons

Copyrighted Material: Andrew Aziz (C) 
www.BearBullTraders.com

1. Know how you get paid

2. Think like an owner

3. Act like a leader

4. Create a plan and execute it

5. Purposely focus your risk

6. Planned risk is good

7. It’s all on you
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Questions
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