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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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Overcoming Your Fears In Trading 

Fear is the most debilitating emotion you can feel and can easily derail your trading career and prevent you taking the necessary steps to become a profitable trader. This book is a practical book unlike many other trading psychology books, it is designed to deal with the problem of fear in trading, not just to describe the problem.  It is also a short book because it is designed to solve the problems of fear not to fill up 200 pages in order to justify a high price! 

What qualifies me to write this book? I have been a trader for more than eight years and I am also a qualified therapist trained in hypnosis, NLP and EFT with an interest in behavioural economics and psychology.  I have also successfully dealt with my own fear in trading and written a highly regarded trading psychology book ‘Control Your Inner Trader’. 

Crippling fear can stop any trader, even professional traders from reaching their full potential by striking at the very moment that a trader should be bold. 

Fear stops traders entering trades they should be taking 

Fear stops traders exiting trades that have moved strongly against them 

Fear causes traders to make excuses to themselves so they can avoid the charts, resulting in missed opportunities 

Fear causes a trader to hyper-focus on the charts and miss important information that seems obvious after the trade is over. 

Fear stops profitable traders increasing their position size when it makes sense to do so. 

Fear can strike during a trade when an unexpected event occurs, causing the trader to freeze. 

Fear of loss causes a trader to take profits too early. 

Fear causes a trader to exit their position before a trade has had a chance to get moving, they talk themselves out of the trade. 

Fear of failure can cause system hopping because a trader puts off committing to a system due to their fear that they won’t succeed as a trader. 

Fear of success can cause a profitable trader to unconsciously sabotage themselves. 

Fear of pulling the trigger causes some traders to be physically and emotionally unable to enter a trade, they have developed a full-blown phobia. 

I wrote this book to help fellow traders identify how this emotion may be affecting their trading, and then to cure themselves of fear in trading forever.  Fear is an emotion that can be hidden below our conscious awareness and called by other names such as anxiety, stress and worry. 

There are two goals that I have with this book, the first is that you should be able to look at your fear in a different light so that it doesn't stand in the way of executing your trading methodology the way it was meant to be executed. 

The second goal is to where possible, remove your fear completely, the exercises in the second half of this book are specifically to remove fear from the trading process. 

Either way if you have a new way of thinking about losses as well as the ability to remove fear, you will have a completely different relationship with the fear and it will be at the very least, a much reduced issue in your trading. 
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Why Do We Feel Fear? 
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Why do we feel fear while trading anyway? after all trading is only really pushing some buttons to enter a trade and then more buttons to exit.  The problem is that for most traders there is more riding on the results of the trade than mere profit or loss, intertwined with each trade are their fears and hopes for the future! 

Imagine that you had hired someone to trade for you.  They had their instructions that when a specific event occurs let’s say a trend line break they should enter the trade using 1% of the trading account., they should place a stop loss behind the trend line and a take profit where the trend line began. You teach this person how to do this over a few days and they are paid a weekly wage to take the trades according to the criteria you have given them. 

What emotions about the act of trading would your new employee be likely to feel? Well, they may be anxious in case they missed a trade and lost their job.  Their fear would be based around making sure they were at the charts for the trigger event, the trend line break, in order to take the trade.   After they had entered, they would likely breathe a sigh of relief that they were now in the trade and had placed their stop loss and take profit.  They would go on with other things happy now their job was secure, and they had performed a task well. 

Contrast this with a trader who works full time and fantasizes about becoming a trader in order to leave behind their boss who is always criticizing them and threatening them with dismissal. 

He invents a very simple system of trading, the same system the employee was paid to follow.  The system is to enter on a confirmed trend line break putting the stop loss behind the trend line and the take profit at the beginning of where the trend line started.   He has thoroughly back tested the system and knows that over time it is profitable. 

His plan is to build up his trading account to a point where he can have enough confidence to leave his job.  He imagines how he will do this with visions of giving his boss the finger as he turns and walks out of the door, running through his brain. 

A trade now sets up and he is at the charts ready to enter the trade.  Unknown to him below his conscious thinking he is imagining what his life will be like when he is able to leave his job.  He enters the trade, a sudden news announcement spikes price up towards his stop loss, he is vigilant, and his fear causes him to close the trade for a small loss.  Then price reverses and moves strongly in the original direction. If he had just left the trade alone he would be in profit.  

As the trader despairingly watches price run away from him towards his take-profit he mentally kicks himself and his dream of leaving his job and giving his boss, the finger becomes less real to him.  He has visions of failing at trading and never being able to leave his job, he starts to believe that becoming a profitable trader is less a goal and more of a pipe dream.  

He mentally vows that the next time a trade sets up he will stay in the trade and not exit before the trade has a chance to get going.   Unfortunately, he gets stopped out on a new spike and his trade turns to a loss. 

Despairing the trader thinks to himself that the trend line break system must be flawed, what he needs to do is find a system where these types of things don’t happen.  Off he goes on the search for the trading holy grail, searching for the trading system that never loses and will enable him to fulfil his dream of leaving his job. 

Although it may not seem obvious at first both traders had the same kind of thinking when it came to taking the trade, ‘Results Thinking’.  In the first trader however their adherence to the trading system meant they got paid and so their reward was linked to sticking to the process of trading.  Thus, their concern was to execute the trade properly and make sure they didn’t miss any trades.  In their case Results thinking worked very well for their trading. 

In the second example Results thinking worked against the trader, they mentally linked the imagined results of their trading ‘leaving the job’ to the process of trading ‘taking the trade’ When the trade started to move against them they couldn’t see the trade in context,  what they could see was their dream evaporating .  This caused anxiety or ‘fear’ and made them exit the trade early.  It would be rationalized during the process however as ‘conserving capital’ or ‘exiting fast’.  The trader would dig into everything they have ever learned about trading to find a rationalization for exiting their trade too early. 

In real life traders do not get paid for taking the trade, at least they don’t think they do, this is why they are more likely to think like the second example than the first. 

The problem here is that the trader sees their trade in a vacuum, the results of a trade are directly linked to their life goals.  This makes it impossible to execute their trade correctly because their fear of losing their dream causes them to interfere with the trade in a negative way.  The trader is unable to recognize this and they blame the system and it causes them to do something very common in trading, ‘system hop’.   They are now caught in the common trading phenomenon the search for the trading holy grail. 
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