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Trading the financial markets has large potential rewards but also large potential risks. 

You must be aware of the risks and be willing to accept them in order to invest in the financial markets.  Don’t trade with money you can’t afford to lose.  No representation is made that any account is likely to or will achieve profits or losses similar to any information found in this book.  The past performance of any trading system or methodology does not necessarily indicate future results. 
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Author Contact Details 

Please contact me with any questions or problems you may have about my books.  I have created a blog called www.10XROITradingSystem.com where I can post updates on all my books and answer any questions for the benefit of my readers. 

My other books can be found at http://10xroitradingsystem.com/the-ebooks/ 
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You may also contact me via email at lrthomasauthor@gmail.com 

Why the 10XROI System Will Work for You 

The 10XROI system has a built-in solution to the biggest issue faced by losing traders. Their losers are larger than their winners.  The broker FXCM conducted a survey that showed that the winning traders all had one thing in common; their winning trades were much larger than their losing trades.  Thus, even if they had a low winning percentage e.g. only winning 30% of trades they still came out ahead. 

There are many reasons why traders have larger size losses than wins, mainly psychological. One of the biggest psychological reasons for taking profits too early which I have never seen really explored in any of the trading books that I have read, is how traders react to uncertainty about the size of the move.  If you have no idea where the trade is going, it is very tempting to take-profits when price starts to pull back and you see your profits dissipating before your eyes. 

The 10XROI system solves that problem because as its name suggests it is designed to have a large FIXED risk to reward ratio which takes away the uncertainty from the trade.  The other side to not letting winners run is that losing traders have larger size losses than wins. The 10XROI system solves this problem by having small stop-losses built into the system.  An entry is only taken when the conditions of the stop-loss are met. 

Yet another problem faced by traders is not knowing when to move their stop-loss to break-even. Quite often if the stop-loss is moved too quickly price will pull back and take the trader out at the entry before continuing in the original direction of the trade.  The rules in the 10XROI system for moving the stop-loss to break-even are there to prevent this happening while at the same time giving the trader as much protection as possible. 

So, to recap, the 10XROI system solves the problem of small wins by having fixed take-profits. It solves the uncertainty of when to move to break-even by entering at a point where the price is unlikely to return and having clear break-even rules.  It solves the problem of not taking small losses until they build up to large losses by having clear entry rules which depend on a small but clear stop-loss area being created.  The stop-loss is only placed after a proven support or resistance area has been found together with a confirming candle pattern. 

If this strong support or resistance area was breached then it would likely mean that this trade was not working.  This provides clarity when placing the stop-loss and solves the problem of letting losses compound because the trader talks themselves into moving the stop-loss further away.  The solution is to select the stop-loss area in a way that leaves no doubt. 

Fixed Take-profits 

The second biggest issue traders have besides letting their losers become too big, is not letting their winners run.  I solved this problem by having fixed take-profits. Having a fixed take-profit means that there is clarity when trading because the results fall into three categories. 

Loss, break-even or a 1-10 win 

The downside however is that you could see price move to a 1-6 ROI only to turn round and stop you out at a loss or more likely break-even. 

This is emotionally extremely painful; however, this pain is what stops traders letting their winners run in the first place.  When they see their trade in profit traders feel so much pain when they see price turning on them, that they alleviate the pain either by closing the trade or by taking some profits.  The problem with both of these methods is that the return on the trade is reduced. 

A typical method of taking profits is to take a third or a half off at the first pullback and then take a third off at the second pull back and let the rest run.  This can mean that the profit on a trade is reduced to as little as a 1-1 ROI; this means that the win ratio has to be extremely high to profit.  
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Dealing With Uncertainty 
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In an uncertain environment a trader is likely to do what relieves their emotional pain.  Unfortunately, this is usually the wrong thing to do, by having clear stops and fixed take-profits this uncertainty is removed. Although it doesn’t remove the pain of seeing price take out a stop, or turn around after reaching a 1-5 risk/reward it makes it easier to bear the pain and actually make a profit. 

Remember in trading there is going to be emotional pain whatever you do, if you get stopped out at a stop-loss there will not be as much pain as if you had let your stop run and decimated your account.  If you take-profits too early you will feel pain when price turns round and continues in the direction of the trade just as you will feel pain by taking profits too late. 

You will always feel that you could have done better that is the nature of the uncertain environment that is trading. 

Trading is psychological warfare; you are always fighting with yourself.  However, by being aware that there will be pain whatever you do and by focusing on execution and not results, you can trade in a way that makes profits. 

(Having said all this at around the 1-8 mark I do start moving my stop-loss from break-even and looking out for signs of reversal.  If I see a huge area of weekly support or resistance combined with a parabolic move to this area, I will exit at the end of the parabolic run even if I am at a 1-8 or 1-9 ROI.) 
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The 10x ROI Mind-Set 
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Mind-set and psychology are hugely important and are the most underestimated part of trading. 

Unfortunately, trading can be a highly frustrating endeavour and can easily lead to what is known in poker as ‘Tilt’ which is where the trader loses all objectivity and starts revenge trading after a series of losses or overtrading after a series of wins. 

My approach to this issue is to have a certain mind-set which is switched on every time you start trading.  In other words, you create a particular trading mind-set which is like a parachute used when jumping out of an airplane.  Just as you would never jump out of a plane without a parachute, so you never trade without adopting your mind-set.  What this means is if you cannot have the right frame of mind then you don’t trade. 

So how do you get the right trading mind-set to trade? 

Well, this goes back to how a professional trader thinks.  All the stresses of ordinary life and the stress of having to earn a living through trading affect the professional trader. But during the trade the professional trader is able to cast off all those thoughts and focus purely on the trade with no thought of the consequences of the outcome of the trade. 

Note I said no thought of the consequences, if you have the thought at the back of your mind, if I lose this trade then that means I won’t be able to be a winning trader, which means I won’t be able to leave my job or feed my family then you are focused on the consequences of a losing trade and are not in the correct mind-set to trade. 

So how do professional traders think, they are focused on their performance, not on the results.  They have faith that if they perform right, that the results will take care of themselves.  Thus, they focus on finding the right setup, the right entry point and the right exit.  They feel all the emotions that ordinary traders feel, but they do not let it affect their performance, 

By the way I don’t recommend you try to earn a living through trading until you have been a winning trader for at least 6 months.  You need to have faith in your own abilities before putting yourself under this type of pressure. 

So, to recap, the difference between an incorrect mind-set and the correct trading mind-set is that the correct mind-set focuses on the process of trading and the performance of the trade and the incorrect mind-set is focused on the results of the trade and the consequences of that result. 

The truth is that the performance mind-set is the key to success in any endeavour where the outcome is uncertain.  That could be athletic performance (which is why athletes often do well in trading) or even weight loss, where focusing on eating right and exercise has to be done long before significant changes are seen. 

The 10XROI
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