High Performance Trading
35 Practical Strategies and Techniques to Enhance
Your Trading Psychology and Performance

by Steve Ward

HARRIMAN HOUSE LTD
3A Penns Road
Petersfield
Hampshire
GU32 2EW
GREAT BRITAIN
Tel: +44 (0)1730 233870
Fax: +44 (0)1730 233880
Email: enquiries@harriman-house.com
Website: www.harriman-house.com

First published in Great Britain in 2009 by Harriman House.

Copyright © Harriman House Ltd

The right of Steve Ward to be identified as the author has been asserted
in accordance with the Copyright, Design and Patents Act 1988.
978-1-905641-61-1
British Library Cataloguing in Publication Data
A CIP catalogue record for this book can be obtained from the British Library.
All rights reserved; no part of this publication may be reproduced, stored in a retrieval
system, or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording, or otherwise without the prior written permission of the
Publisher. This book may not be lent, resold, hired out or otherwise disposed of by
way of trade in any form of binding or cover other than that in which it is published
without the prior written consent of the Publisher.
Printed and bound in Great Britain by CPI Antony Rowe, Chippenham

No responsibility for loss occasioned to any person or corporate body acting or
refraining to act as a result of reading material in this book can be accepted by the
Publisher, by the Author, or by the employer of the Author.

Designated trademarks and brands are the property of their respective owners.

Contents
About the Author
Acknowledgements
Preface
Introduction

Part One – Planning and Preparing for Trading Success

vii
ix
xi
xiii

1

STRATEGY 1: Set Yourself Up for Success
STRATEGY 2: It’s Down to You
STRATEGY 3: Fuelling Success – Motivation and Commitment
STRATEGY 4: Develop a Compelling Vision of Trading Success
STRATEGY 5: T.R.A.D.E. to Success – Goal Achievement Strategies
STRATEGY 6: Know Who You Need to Become
STRATEGY 7: Find Your Magic – Developing Your Trading Strategy
STRATEGY 8: Identify Your Critical Performance Factors
STRATEGY 9: Be P.R.E.Pared!
STRATEGY 10: Create a High-Performance Environment

3
15
21
31
37
47
51
63
71
79

Part Two – Decision-Making, Discipline and
Flawless Execution

87

STRATEGY 11: Discipline and Your Ideal Trading State
STRATEGY 12: Deal With Distraction – Refocussing Strategies
STRATEGY 13: Stay Calm When the Pressure is On
STRATEGY 14: Get Energised – Manage Your Energy Levels
STRATEGY 15: Run Your Profits, Cut Your Losses
STRATEGY 16: Handle Losses Like a Winner
STRATEGY 17: Parking Errors – Dealing Effectively With Mistakes
STRATEGY 18: Be Wary of Overconfidence
STRATEGY 19: Deal With Negative Emotions Positively
STRATEGY 20: Embrace Risk and Uncertainty
STRATEGY 21: Pull the Trigger – Overcome Hesitation and Fear
STRATEGY 22: Understand That More is Not Always More
STRATEGY 23: Transform Adversity Into Challenge
STRATEGY 24: When Times Are Great, Keep Them Great

89
103
109
117
125
135
141
149
157
163
169
177
185
195

v

Part Three – Evaluation, Analysis and Improving
and Sustaining Performance
STRATEGY 25: Learn More – Keep Getting Better
STRATEGY 26: Know Your Score – Measuring Trading Performance
STRATEGY 27: Develop Winning Routines and Rituals
STRATEGY 28: Build Resilience
STRATEGY 29: Manage Stress
STRATEGY 30: Achieve Balance
STRATEGY 31: Plan Your Growth
STRATEGY 32: Generate New Trading Behaviours
STRATEGY 33: Utilise Your Strengths and Successes
STRATEGY 34: Mind Your Language
STRATEGY 35: Be Persistent!

vi

201
203
215
225
231
243
253
261
267
277
283
289

About the Author
teve Ward is a performance consultant, trader performance coach,
director of High Performance Trading and has traded FX and stock
indices. He provides specialised trader performance and psychology
coaching and training programmes for traders in the retail, proprietary and
institutional sectors, and provides consultancy to trading and financial
institutions across the globe working in the areas of trader recruitment,
selection, assessment, training and development. Steve has extensive
experience as an in-house performance coach and trainer for leading trading
institutions, and in co-managing a large team of over 40 professional traders
in London. He was a consultant to the BBC TV series Million Dollar Traders and
is a regular trainer at the London Stock Exchange.

S

Steve has a history of working with elite level performers including athletes and
sports teams at world championship and Olympic level. His work utilises
techniques and strategies from sports and performance psychology, cognitive
behavioural and performance coaching, and behavioural finance, to help
traders to develop the success skills and winning mindset required to achieve
their trading goals.

High Performance Trading
High Performance Trading is a leading supplier of trading psychology and
performance services to traders and trading institutions across the globe.
We work with traders, helping them to achieve and sustain high performance,
to develop the skills and winning mindset required, thereby maximising their
trading potential and profitability.
We offer our clients a wide range of high quality services and products
including:
• 1:1 trader psychology and performance coaching
• Seminars and workshops
• Online High Performance Trading training programme
• High Performance Trading weekend seminars
• Resources, including books and articles

vii

High Performance Trading

• Consultancy services in recruiting, selecting, training and developing traders
If you would like to find out more about how to enhance your trading
performance and maximise your profitability, do pay a visit to our website or
email direct.
www.highperformancetrading.co.uk
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Introduction
his book is entitled High Performance Trading and is a practical guide to
enhancing your trading performance and psychology. It is about helping
you to achieve and then, most importantly, sustain high performance.

T

The book is divided into three core parts, representing the three areas of the
‘performance cycle’ – planning and preparation; execution; and evaluation and
analysis leading into performance improvement.
Trading performance and the results that it brings are the hub of the trading
performance and psychology wheel. The three dimensions are the core
components to achieving success, not just in trading but in any performance
activity.
In Part One, ‘Planning and Preparing for Trading Success’, we look at how we
can set ourselves up for trading success and what we can do to stack the odds
of success in our favour.
In Part Two, ‘Decision-Making, Discipline and Flawless Execution’, we look at
practical approaches for making more effective trading decisions, improving
your trading discipline and for adopting a flawless execution approach.
In Part Three, ‘Evaluation, Analysis and Improving and Sustaining
Performance’, we explore how to measure and assess trading performance so
that we can get the valuable feedback required to help us to identify what we
should do more of, what we should do less of, what we should start doing, and
what we should stop doing. Importantly, we then look at how to improve
performance, how to change behaviour – and how to become a better trader.
High-performance trading is more than a set of techniques and strategies,
though; it is an approach, a mindset, a philosophy. A high-performance
approach is founded on the desire, passion and commitment to achieve the best
possible standard of performance: by putting in the effort and time to develop
the required skills, knowledge and understanding; by accepting responsibility
for your results, and understanding that at any given time the results you are
getting are purely a reflection of your current performance level, your ability,
knowledge and skills.
As Brett Steenbarger notes in Enhancing Trading Performance, “When a person
truly commits to achieving excellence in an area, and becomes absorbed in the
process of achieving their best possible performance, they will automatically
xiii
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begin to make changes to their outlook, perception and beliefs, and to adopt
performance orientated behaviours.”
The high-performance approach to trading is typified by the following:
• Striving to be the best trader that you can be – focussing on personal
excellence – and working on achieving and sustaining the highest levels of
performance possible, underpinned by strong motivation and commitment.
• Setting yourself up for success through the development of goals, a trading
strategy, a business approach, and training and practice.
• Focussing on the flawless execution of your strategy, making the best
possible decisions and staying disciplined. Evaluating and analysing
performance regularly and using this feedback to make the required changes
to enhance your trading performance.
• Persisting during the good and the bad times.
High Performance Trading is the result of over five years spent working fulltime with financial traders across the globe in institutions and proprietary
trading groups, and with retail trading clients in the arena of trading
performance and psychology. It is intended to be a sharing of ideas, findings
and thoughts that have been drawn from my experience of trader recruitment,
selection,
assessment,
development,
training
and
This is a user manual of
practical
and
useful coaching with traders of all
approaches, strategies and ages, experiences, success
techniques that you can levels and asset classes. I have
also drawn on the knowledge
implement right away.
and expertise of the traders
that I have had the pleasure of working with, the industry leaders in the world
of trader training and coaching, as well as the many excellent books that exist
on performance, sports psychology, personal development and trading
psychology.

“

”

The intention behind this book is not to provide a theoretical discussion of
leading topics in trading psychology (as there are many good ones already in
existence). Rather, it is to provide a user manual of practical and useful
approaches, strategies and techniques that you can implement within your own
trading to enhance your current level of performance. Not every strategy or
technique will be relevant for everyone and indeed I hope that this book will
be used equally as a reference book, dipped in and out of, and picked up and
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read as and when circumstances dictate – from my own reading I know that
what I see as valuable in a book is most often dictated by where I am at with
my performance myself.
Before I started to put this book together I asked traders what they wanted from
a book on trading performance and psychology, and here are the key items they
suggested:
• Practical strategies and techniques
• Easy to read and access information
• Short chapters
• Diagrams
• Stories and case studies to illustrate points
I have aimed to write this book for you, the trader, following the formula that
traders suggested, and covering the topics that they felt would be most useful.
In essence this is a book by the trader and for the trader. My greatest hope is
that you get something useful and valuable from these pages, that you take the
time and effort to apply such lessons, and that your trading performance is
enhanced as a result.
If you have the urge for greater in-depth knowledge or a more theoretical
understanding of some of these areas then I would refer you to the
recommended texts and resources listed throughout the book and also in the
appendix.
My own personal measure of success for this book will be the number of people
that took something from it, implemented into their trading and experienced a
positive improvement in performance – let me know if that was you!

xv

STRATEGY 9
Be P.R.E.Pared!
“The profitability of any fishing trip was often decided at the time
of leaving the wharf, without even putting one hook in the water.”
– Chris Collecut, trader (ex-offshore fisherman)

Are You Ready?
magine you are sitting on a plane waiting to take off and fly to some
beautiful holiday destination. As you are sitting there you see what appears
to be the pilot rush on board. You overhear him explaining to one of the air
stewards that he feels awful, having overslept due to not going to bed till a few
hours ago. In order to keep to the flight schedule he will, he yawns, be skipping
the pre-flight checks, and just get going.

I

How do you feel?
Does the pilot’s apparent lack of preparation worry you? If so, why?

Exercise: Current Trading Preparation Reflection
What do you do to prepare before you trade?
Take a moment to describe your preparation routine.

Are you consistent with this? If not, when do you do your preparation,
and when don’t you?

“Winning is the science of being prepared.”
– George Allen

Top sports people and teams, businesses, the military, and top traders wanting
to perform well with consistency have long recognised the importance of
meticulous preparation. This high level of preparation pre-performance enables
them to execute to the highest level possible.
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“Most wizard traders engage in extensive research and preparation before
trades.”
– The New Market Wizards, Jack Schwager
Using a sports analogy, a team preparing for a big game will do everything
possible to prepare themselves – technical training, tactics, fitness, nutrition,
psychology, assessing strengths and weaknesses, looking at past performance,
practising. And, importantly, they will also be spending time getting to know
as much as is possible about their opponents – tactics, strengths and
weaknesses, patterns, fitness, and so on. To trade to your full potential each
time you will want to know as much as you can about yourself, and your
‘opponent’ – the markets.
What do average traders and average sports people have in common? They
both generally spend less time and energy on preparing to perform than do
good-to-exceptional traders and athletes. You only need to see the casual gym
goer perform their quick leg shake and arm jiggle to know that all they really
want to do is get on some machine and start ‘exercising’, just as in the same
way the average trader only wants to get in front of the screen and get involved
in the market.
Top performers in sports, the performing arts, trading and the military all have
some kind of pre-performance routine to get them ready. Traders should be no
different. Becoming a high-performance trader will involve you adopting
performance habits that most other traders may get bored with or feel
uncomfortable doing. Preparation is a key component of the performance cycle;
it keeps you in a feedback loop that is essential to continual improvement and,
ultimately, goal achievement.

The Benefits of Being Prepared
“Before everything else, getting ready is the secret of success.”
– Henry Ford

Let’s look firstly at the benefits of having such a routine, and then secondly at
the components of what may be included within that routine.
What are the benefits of preparation?
74
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“It is important to feel prepared – like an athlete prepping for a 100m final.”
– Nick McDonald, Trade With Precision

Consistency
Repeating the same process each time before you trade is consistency of
behaviour, and performance is ultimately an aggregate of behaviour. Getting
into the habit of preparing each time you trade gives you the opportunity to
establish consistency.

Confidence
Knowing that you have prepared can give you a real confidence boost – and
knowing that you have not prepared or have under prepared can certainly give
you an uneasy feeling! You only need a small part of you to know that you are
under-prepared to create inner doubt
and potential conflict, which can affect
Preparation builds
your trading execution. Each trader’s
consistency,
boosts
preparation will be dependent on the
confidence, and assures
markets they are trading, their style of
composure. It is selftrading, etc. However, for each there
control.
will be some optimum amount of
preparation that is required.

“

”

Control
Preparation is a part of the trading day over which you have full control. What
you prepare and how well you do it is entirely down to you!

Composure
If you have prepared fully and considered some ‘what if?’ scenarios, then one
big edge is that your level of preparedness will enable you to act quickly and
calmly should those events occur.
I witnessed this first hand at a trading institution in 2007, when the Fed made

75

High Performance Trading

a surprise announcement and only two traders out of the 30 on the trading
floor were able to react quickly and decisively enough to get in early on the
market move. Both of those traders made large sums of money that day due to
the fact that they had been prepared for such an event, and had considered
what they would do in such a situation. Of the other traders in the room, most
made little money and were left just watching the markets move.

Concentration
Your preparation routine can become a trigger to activate a focussed trading
mindset. In sports, most players have a pre-performance routine – this is readily
seen in golf, for example – and this routine enables them to switch their focus
to the key performance factors and to get ready to engage in execution.

Transition
Going through your preparation routine also enables you to mentally shift from
one mindset and state to another; e.g. from waking up to trading, or working
to trading. It is important to make sure that when you are trading you are in
trader mode.

Reduced risk
Knowing what is coming out in the markets in terms of economic data,
speakers, earnings releases, auctions, etc is very important because any of these
can have an impact on the market, and often the result is increased volatility
around these areas. Knowing what is coming out and when, and considering
the effects on the market, can help you to adjust your strategy or approach
accordingly, and can help to mitigate any potential risks.

Practical Strategy – P.R.E.P.
Plan and prepare
Read through your trading strategy – big picture.
How will you apply it in this particular trading period?
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Research economic data, speakers, figures, possible market conditions,
your overall trading strategy/approach/processes and formulate a
strategy for the day (am/pm); any levels you may be trading off, etc.
Rehearse
Mentally rehearse implementing your strategy, including dealing with
the below ‘what ifs’.
Eventualities
Consider ‘what if?’ scenarios that could arise from your strategy, and
what you will do if those situations do arise. This is a very important
step. You are preparing for adversity, for dealing with difficult market
conditions.
Positive state
Check you are in a positive state before you trade – use a simple 0-10
scale (0 = very poor state, 10 = ideal trading state).

Example Routine Components to Calibrate
Nutrition – breakfast, energy snacks, light lunch, water (STRATEGY 14)
Exercise – cardio exercise, which stimulates the mind; walk or exercise
before trading period commences (STRATEGY 14)
Positive self-talk/affirmations (STRATEGIES 23 and 34)
Asking powerful questions such as “What is going well for me?”
“What am I grateful for today?”
Breathing exercises
Preparation
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STRATEGY 11
Discipline and Your Ideal Trading State
“Be wary of the Dark Side!”
– Sonny Schneider

The Big ‘D’ – Discipline
nyone who has traded or has read about trading will be familiar with
the word discipline. In New Market Wizards, Jack Schwager found
that, “[d]iscipline was probably the most frequent word used by the
exceptional traders that I interviewed. Often it was mentioned in an almost
apologetic tone: ‘I know you’ve heard this a million times before, but believe
me, it’s really important’.”

A

But what is it?
What is trading discipline?
How would you define it?
Most people, when I ask them that question, suggest that it is the ability to be
able to consistently execute your trading strategy and to follow your trading
rules, and this may also be inclusive of completing trading disciplines such as
preparation and evaluation.
Let us consider the two keys to successful trading from earlier:
1. Having a strategy with an edge and a positive expectancy.
2. Being able to consistently execute the strategy.
It is the second of these that we are concerned with, although we must
remember that being disciplined enough to put in the work to develop a trading
strategy with an edge is obviously required.
Richard Dennis who created the Turtle Trading project once made the following
observation:
I always say that you could publish my trading rules in the newspaper
and no one would follow them. The key is consistency and discipline.
Almost anybody can make up a list of rules that are 80% as good as what
we taught people. What we couldn’t do is give them the confidence to
stick to those rules even when things are going bad.
(Quoted in New Market Wizards, by Jack Schwager )
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In trading you will ultimately have to overcome what is likely to be your own
biggest challenge: yourself. Embrace it, it is a part of the journey!
Often when I meet traders they will, at some point, tell me of their discipline
challenges. Some of these traders see themselves as being ill-disciplined, and
talk at length of their poor discipline. This will in all likelihood merely
compound matters, reinforcing their problems with negative self-imaging.
It is important to understand that discipline is a general term, an umbrella for
a variety of different trading behaviours, and that very few traders have
challenges with every one of these behaviours. Indeed in most cases it is one or
two areas that are the major obstacles to moving their trading on to the next
level.
It is useful for us as traders to be aware of the components of discipline and to
be able to specifically define our challenges so that we can seek the required
methodology to address them. When a car breaks down it is very rare, if ever,
that the whole car fails – it is usually one or two component parts. But some
component parts are obviously more important and have a greater impact on
overall operation than others when broken; this is the same for us as traders.
Isolating your specific challenges will help you target and defeat them, as well
as keeping your discipline difficulties in perspective.
So when do traders lose discipline?

Reasons Why Traders Lose Discipline
”Investing is not a game where the guy with the 160 IQ beats the guy with
the 130 IQ… Once you have ordinary intelligence, what you need is the
temperament to control the urges that get other people into trouble in
investing.”
– Warren Buffett

There follows a list of times and events where traders are prone to losing their
discipline. I have broken them down into five core headings; strategy, mental,
emotional/psychological, situational and personality.
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1. Strategy
• Not having a clearly defined strategy with an edge is the first typical
problem here. Having this is a pre-requisite to successful, consistent,
disciplined trading. Without one it is actually impossible to see if you are
being disciplined or not, as there is no accountability as to whether you
followed your plan and stuck to your strategy – not having had one in the
first place! Without having clearly defined trading opportunities, you are
trading in a more random and haphazard fashion, which will quickly lead,
if not there already, to dangerous ill-discipline. Trading a time frame, style
or market that does not match your talents, skills, risk tolerance, personality
or interests is another problem. If you are trading in a way that is not best
suited to you, and particularly if
this is a long way off-course,
With no strategy, you
then cracks will appear and
can never gauge
elements of ill-discipline will
discipline, or, truly, success.
occur. This isn’t a problem with
yourself as a trader, but arises simply because you and your strategy are out
of line. For example, someone who is trading a short time frame, but who is
a much more analytical and slower thinker and decision-maker, may find
that they have challenges in taking trades with sufficient speed. To make
matters worse, they then get frustrated that they missed out, and end up
getting in too late and chasing the trade.

“

”

• Loss of confidence in trading strategy; lack of understanding of probability
and statistics. Sometimes you will get a run of losing trades for no other
reason than the fact that you are trading in an environment that contains
randomness (the market) and you will not know the distribution of the
outcomes of your strategy. Losing streaks are not uncommon or unnatural.
If you toss a coin one hundred times you will get at least four strings of
either four heads or tails in a row, and potentially you can get five, six or
more in a row. When you understand this, coping with a string of losses is
easier; and the temptation to try and recklessly recover them is lessened.

2. Mental
• Environmental/external distractions and quiet times in markets – or just
plain boredom – is the first mental issue. One of the biggest revelations that
many new traders experience is that trading is not a 100% full-on,
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adrenaline-fuelled rollercoaster! There are often long periods where not
much is happening, and the markets are quiet. The danger here is that you
get bored and trade just to do something, and not because a trading
opportunity as defined by your strategy has arisen. Ask yourself – are you
trading to relieve boredom or to make money? Find other tasks to do while
the markets are quiet – reading, research, strategy development and so on.
• Fatigue and mental overload lead to poor concentration. As well as being
quiet, trading can equally have very long hours and the intensity levels can
be exceptionally high. Traders after a long day in the markets can feel
mentally and physically tired. As you begin to tire, your risk of error is
greatly increased (hence the tight working hour controls placed on people in
safety critical environments) and your performance levels will decline.
Firstly, ensure that you are managing your physical energy to counter this
decline. And secondly, monitor your energy levels throughout the day so
that you can be aware and respond accordingly should they go beyond your
desired level for good performance.

3. Emotional/Psychological
• Anger and frustration following losses/poor trading can be dangerous. The
changes that occur to your physiology and psychology when you are angry
and frustrated affect your ability to make objective and reasoned decisions.
You are greatly at risk of trading emotionally and not objectively. Take time
out and wait until you are in a good trading state before re-entering the
markets.
• Overconfidence resulting from a string of successes is the flipside risk.
Overconfidence is a dangerous feeling – it will get you involved in the
markets and with bigger positions than might be appropriate! Create
awareness of when overconfidence might occur for you; and, where
necessary, stop trading, or consciously manage your positions.
• Unwillingness to accept losses (loss aversion/ego) is a common problem. If
you are not willing to take a loss then you are always likely to run one and
to move stops. Accepting losses and dealing with them effectively is key to
disciplined trading.
• Taking on too much risk. High risk creates higher stress, and higher stress
creates stronger anxiety and worry; all this weighs down badly on your
decision-making ability. Excessive positions also carry with them the
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potential for huge painful losses that no one wants to take. So taking
appropriate risk is a key necessity of, as well as component in, disciplined
trading.
• Greed is another pitfall. Wanting too much too soon, or trying to make every
trade a big winner, are common. Again the key is to assess your strategy,
accept that as traders we are in and out of the market over our desired time
frame, whilst the market moves both before and after we enter and exit. Our
aim is to capture profits within the time frame of our system.
• Fear. This can come in many forms and may lead to you either not entering
the market or getting out too late or too early. Fear of loss, fear of missing
out, fear of leaving money on the table are just three possibilities. Managing
trading position size, accepting losses as a part of trading, and having
confidence in your trading strategy and your own trading ability will all
help to reduce or eliminate any fears.

4. Situational
• Situational pressures – slumps, financial pressures, stress outside of trading.
Sometimes trading does not go to plan or you get a period of drawdown that
might be extended in time or deep in cost. Likewise, sometimes life outside
of trading presents challenges that can have an impact on you. Where these
conditions arise, your mindset can often be affected; and, as a result, your
behaviours can become less disciplined. A typical example is where traders
are having financial difficulties either in their trading or outside of work and
they start to get into desperation-mode. Their only goal becomes to make
money in any way possible, which immediately moves them away from the
discipline of sticking to their strategy.

5. Personality
• Some people are by nature not rule-driven, and may live rather by the
rebellious axiom that ‘rules are there to be broken’. Others may be
impulsive, whilst still others may be sensation-seekers who love excitement
and high level risk-taking. In all of these cases there is a potential challenge
to discipline, so the key issues become getting the best match of the trader
to a trading style that most accommodates their personality and/or working
with them to make some changes in their natural approach (the second of
these is by far the hardest, especially if the behaviours are well ingrained).
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Practical Strategy: Know Your Dark Side – Find the Force
“Face your deficiencies and acknowledge them. But do not let them master
you.”
– Helen Keller

Go through the aforementioned list and identify your trading strengths.
Now go through and identify your weaknesses – your dark side! –
consider the frequency of which these events occur and the magnitude
of them (the impact) and then rank them in order of priority to address.
What do you need to do to work on these?
You will find many of these dark side behaviours and their possible
solutions in the rest of Part Two.

Ideal Trading State
I have heard many people say that they would like to trade with no emotion –
would you? If you said yes, then hopefully I will persuade to change your mind!
I know exactly what they and you mean when they say this, and it is not that
they want to have no emotion at all. What they are really trying to articulate
is that they want to have no ‘negative’ emotion – fear, anger, greed, etc.
Some states are conducive to peak performance trading and some are not. Some
states hinder optimal trading performance from taking place. Trying to do
something when you are not in the right state is like putting your foot on the
accelerator when the car is not in gear – lots of revs, but you don’t go
anywhere!
Most people have heard of the phrase ‘being in the zone’ or ‘in the flow’. These
are phrases that have been made popular by performance psychologists to
describe people who are performing at their peak. When people achieve such
states they will have accessed and be in their Ideal Performance State or, in
trading terms, Ideal Trading State. Getting into your ITS is important because
it enables you to fully access your trading talent and to perform to your
maximum potential.

96

STRATEGY 11: Discipline and Your Ideal Trading State

When I talk to traders about when they have traded at their very best – when
they have had those peak moments – they typically describe them using words
such as:
• Physically and mentally relaxed
• Alert
• Feeling in control
• Calm
• Energised
• Positive
• Focussed
• Confident
• Effortless
• Automatic
In Stress for Success, James E. Loehr explains that “IPS [Ideal Performance
State] is a learnt response and is a highly unique and specific response to stress
with a high emotional content. It is linked to underlying physiological and
neurological events, and enables you to express your talents and skills to the
best of your ability.”

Exercise: Assessing Your Trading States
What states do you experience as a trader? How do those states affect
your trading performance? What states are useful to you as a trader and
what do they enable you to do?
Take a look at the list of states above.
Which of these have you encountered in your trading recently?
What percentage of the time that you trade do you spend in ‘useful
states’ vs. ‘limiting states’?
How much better could your trading performance be if you were to
spend a greater proportion of your trading time in your ideal trading
state?
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Identifying Your Ideal Trading State
How are you feeling right now? How do you know?
Every emotion has its own ‘signature’, its own set of physiological and
psychological characteristics. The model below shows the component parts to
that signature:
• Environmental factors
• Physical factors
• Cognitive (psychological) factors
Because factors that are environmental are often outside of our immediate
control I like to think about states being predominantly the by-product of our
physiology and psychology. This empowers you as it provides you with the
ability to be able to take control of your states to create peak states by learning
to manage your physiology and your cognitive processes. Every state has its
own unique signature or blueprint. Once you know the blueprints for any state
then you can begin to create them. All you have to do is to think of the state
and this helps you to access it.
• How is my physiology in that state? How is my breathing? How is my
muscle tension? How is my heart rate?
• How is my body language? Gestures? Facial expression?
• How are my energy levels? Tired? Hungry? Dehydrated?
• What thoughts do I have?
• What images do I have/create?
In going through these questions, you begin to uncover the blueprint of your
emotions. Once you know these it gives you a massive power. If you want to
activate a particular feeling, you can create it by changing your thinking,
images, body language and physiology to those of the signature of the feeling
that you would like. Any time you make a change to any component part of a
feeling, you will experience a different feeling.
For example, think about anxiety. One of the key parts of the blueprint in
anxiety is quicker, shallower, upper thoracic (high in the chest) breathing. If you
were feeling anxious, and you noticed this level of breathing, then by slowing
your breathing down and by breathing from the diaphragm (stomach area) you
would be altering your physiology and so creating a change in state. But,
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importantly, by changing your breathing in this way, you are now activating a
physiological component of being calm, composed and confident.
Gaining an awareness of what you are feeling and how you are creating that
feeling is a key part of becoming good at managing your emotions. The next
stage is to become skilled (yes, it is a skill, and is developed like any other skill
through practice) at changing your states by learning to take control of what
and how you are thinking, the images you are creating and your physical
factors.
This is what the best performers in any area do to manage their emotions and
it is exactly the same way in which actors are able to activate strong and
convincing emotional responses when they are performing.
Trade when you are at your best. Many people trade when they are not at their
best, knowing that they are not at their best. Nothing is worse than when this
happens and you lose money, confirming what you already thought – I
shouldn’t have traded!
Being able to recognise when you are at your best, in your ITS, and to trade
when you are in such states – or at least at close as possible – is important to
achieving consistency in your performance. When you trade in states that are
not conducive to trading it is not that you cannot make money or won’t make
money, but that the chances of you trading well are reduced; and, importantly,
your risk profile has increased – if you are not at your best, then your decisionmaking ability is reduced, and your risk of poor execution and error is
increased.
The next time you trade, as a part of your preparation think about your Ideal
Trading State and ‘check in’ to assess where you are at. If you are in your ITS
then great – trade on! If you are not, especially if you are significantly far away
from it, then look at the blueprint and review what factors are and are not
there. Make the necessary changes and trade when you are more towards your
ITS. When it is proving very difficult to change your state and to move towards
a more positive one then this is important feedback. It is higher risk to trade in
a non-peak state, and so your first priority should be to address the negative
state that you are experiencing, and then once you have released these feelings
you can activate your ITS and begin trading.
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Practical Strategy: Checking In
Before you can do this, you will need to have spent some time identifying
your Ideal Trading State (ITS).
Checking in is a simple but very effective act. You simply allocate your
ITS a measure of 10 and then give a 1 to the worst possible state you
could be in to trade! You now have a scale of 1-10.
Take a moment then to check in – where would you put yourself at this
point in time?

Now to make the process more effective when you check in ask yourself
these questions:
How am I feeling right now? – scale of 1-10

What is that feeling/those feelings? – identify what you are feeling

How did I know that? – what is the evidence/symptoms?

What can I do to get a higher score and move towards my ITS (where
appropriate)?

Checking in is a quick and simple way to assess your current trading
state. When should you check in? Good times to check in are:
• As a part of your preparation before trading
• After a significant loss or win
• After a string of winners or losers
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• On returning to trading after a break for any reason
• After making an error
• Throughout the afternoon when tiredness and fatigue may become
more prevalent
• Whenever you want to assess your state!
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STRATEGY 26
Know Your Score – Measuring Trading
Performance
“It is important for traders to keep their own score – to give
accountability and responsibility.”
– Nick Shannon, occupational psychologist

valuation and analysis is critical to achieving your full potential as a
trader. Post-performance it is essential to record what has happened, and
to evaluate your performance. It is a key component of the performance

E
cycle.

Trade logs, daily evaluation and keeping journals are recognised by all trading
coaches and trading psychologists as being critical to improving performance.
Evaluation is, however, often underrated by traders; with most time being
consumed with execution, and maybe some beforehand on planning and
preparation. But your trading metrics and results are a reflection of your
trading behaviour – they will leave many clues as to what you have done well
and where you can improve. Most importantly, too, they are objective – the
numbers are the numbers, and are not prone to the psychological biases that
interfere with our subjective evaluations.
What else can we measure?
Well, after outcome, we can look at performance measures. In sport these
include the types of statistics you might expect, depending on the activity:
unforced errors, putts per round, fouls, telemetry. In trading, aspects such as the
number of ticks/pips made, the number of and percentage of winners/losers,
round turns/commissions, the average winner and loser, etc, can all be good
performance measures – or, as they are often termed, metrics.
The advantage of looking at performance measures such as these is that our
ability to alter them is then placed far more under our control. They are
essentially the components of the outcome.

Example Performance Metrics
•

Number of trades placed

•

Number and/or percentage of winners/losers

•

Average winner (monetary amount)

•

Average loser (monetary amount)

•

Average winner/average loser

•

Number of longs vs. shorts
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•

Average time in trade

•

Time of day and number of trades placed

•

Expectancy (% of winners x average winner) – (% of losers x average
loser)

What else can we measure? Well, at the opposite end of the outcome is the
process. What is covered in the process? In sport it would include the
application of tactics, maintaining positive psychology, nutritional strategies,
warming up and cooling down, focus on performance of particular skills, etc.
In trading, this would cover aspects such as preparation and planning,
evaluation, trade logs, energy management, emotional state control, trade
entry, management and exits, etc. Process goals are the most controllable
aspect of our performance, and the least widely used and considered in trading.
Identifying the key processes of trading well, and then monitoring and
measuring them, can be an excellent way of improving performance over time.

Developing Your Own Trading Evaluation Process
There is a great phrase that says what gets measured gets done. Once you begin
to measure your performance you will naturally want to improve it.
What aspects of your trading can you begin to measure? How and when will
you assess them?
Take some time to consider your performance and process measures, put them
in place, monitor and assess them, and then decide on what time frame you will
review them; perhaps a mixture of daily, weekly and monthly, dependent on the
time frames you trade and the number of trades you place.
Interestingly, one of the arguments, or barriers, that traders often put in the
way of keeping trade logs, or evaluating their trading, is the time it takes. But
evaluation does not have to be time-consuming, with the use of spreadsheets
and computers. However, there is a time requirement, or rather, a time
investment. Time spent in evaluating is an investment in that it helps to develop
and improve performance, and therefore P&L. It tells you in numerical terms
how you are actually performing, which can be different to how you think you
are doing! It can help you to identify patterns, both useful and limiting, in your
trading, which if acted upon will impact positively on your profitability.
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Practical Strategy: Designing Your Trading Evaluation Process
Decide on what you will measure – what will be useful for you to know
about your trading?
Decide on how you will capture the data.
Decide on the time frame by which you will evaluate.

Sample Performance Analysis/Evaluation Headings
•

Outcome: P&L

•

Performance metrics

•

Trader processes

•

Market conditions

•

Summative evaluation

•

What has gone well?

•

Where are the areas for improvement?

•

What action will be taken?

What Should I Log?
There are many possible trading metrics and aspects that you can log and
evaluate.
For your trade log you may wish to consider:
• Trade entry – market; position size; long/short; time and reasons for entry
• Trade exit – market; position size; long/short; time and reasons for exit
• Trade management – did you add to or reduce your position? Size;
long/short/time(s) and reasons for doing so
• Summative evaluation of the trade noting any key points
Some core areas to consider for a longer-term (end of day/week – this will all
depend on your trading frequency) journal might be:
• Profit and loss
• Trades made/round trips
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• Number of winners vs. losers
• Average winner and loser
• Biggest winner and loser
• Performance processes – how well did you execute your strategy? Were you
disciplined? How was your risk and money management? How were you
mentally/emotionally?
• Market conditions – how did the market trade? What was the volatility like?
Volumes? Range? Were there any economic releases, speakers, auctions, etc?
• Feedback – What went well? Where could you improve? Any key points of
learning? What action will you take as a result?

Conduct Periodic Trading Reviews
It is extremely useful periodically to conduct a review of your trading. Looking
at your trading data over a large time period will give you a far greater sample
size and greater reliability when you come to perform your analysis – this is
even more important if you trade less frequently, as over a day, week, month
or even longer there may be little data to review.
The time frame of such a review is largely down to the trader, their trading style
and particular frequency. In general, with active traders I will often use a
monthly review as standard, with a more in-depth one either quarterly or
annually. For less active traders, maybe a quarterly review is more appropriate.
I have provided here a simple format (some of which may be more relevant than
others – take away what is useful for you) that you can use to conduct a trading
review. Once you have conducted the review, then the most important step is
to generate your goals and outcomes for the upcoming trading period (see
STRATEGY 5).

Practical Strategy: Conducting a Periodic Review
Look over your trading metrics for the period and collate them
Measures to consider
•

Gross P&L over the period

•

Net P&L over the period
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•

Costs of trading – commissions; facilities

•

Number of trades placed

•

Number and percentage (success rate) of Winners: Losers:
Scratches

•

Total profits made over the period

•

Total losses made over the period

•

Biggest winner/loser

•

Average winner/loser (pay off ratio)

•

Consecutive winners and losers

•

Biggest period of drawdown

Choose up to 10 metrics/measures to analyse your trading with and enter
them into the table below

Key Trading Metrics for Period
Metric/KPI

Value
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Comments/observations on your metrics (what do you notice?)
Look over your trading metrics (you may like to identify some as your
Key Performance Indicators – KPIs) and analyse them – what story do
they tell? It can also be useful here to cross-reference them against
historical data, particularly if you have averages for them.
Complete the questions below fully and honestly
What were your key achievements (performance and results)?

What evidence of progress is there?

What did you do well?

What are the key areas for improvement?

What did you learn?

What are your key trading goals and objectives for the next period?
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(contd.)

What are the key points of your strategy/action plan for achieving your
goals for the next period?

Consider
What should you do more of?

What should you do less of?

What should you start doing?

What should you stop doing?

What help/support/resources
goals/objectives?

do

you

need

to

achieve

those
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