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READ BEFORE YOU BEGIN

Important risk disclosure
A clear understanding of risk is part of a strong trading foundation.
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Education only
This guide provides general trading education. Nothing in it is financial or investment advice,
a personalized recommendation, or an instruction to buy, sell, or hold any financial
instrument.

Losses are possible
Trading futures, forex, stocks, crypto, CFDs, and leveraged products involves risk. You can
lose part or all of the money committed. With some leveraged products and account
agreements, losses can exceed the initial deposit. Leverage magnifies gains and losses. [2]

A plan does not guarantee a result
No setup, indicator, strategy, or disciplined routine guarantees profits. A stop order does not
guarantee an exact exit price. Gaps, slippage, fees, financing charges, and market conditions
can make the actual loss larger than the amount planned. [1]

Practice before risking capital
Begin with simulation, paper trading, or replay. Use only risk capital you can afford to lose
without affecting essential expenses. Understand your product, broker, order types, fees,
and account rules before considering live trading. Verify the provider's registration with the
relevant regulator. [2,9]

ABOUT THE EXAMPLES

All charts are original educational schematics, not market data. Dollar figures are
arithmetic illustrations, not suggested trades or promises of performance.

© 2026 Gifted Mind State. Share this free guide unchanged with attribution; not for resale. References are linked on page 40.
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START HERE

Build understanding first
Your first goal is to explain a decision clearly before you practice making it.
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Simulation (paper trading) uses virtual money. Replay lets you study historical price as if it
were unfolding. Read once, then match the diagrams to your practice chart. Confirm you are
in practice mode before placing orders. Keep the journal nearby.

01 Understand trading
Markets, long/short, and order mechanics

04 to 07

02 Read the screen
Chart axes, candle anatomy, and timeframes

08 to 11

03 Read price
Structure, levels, liquidity, EMAs, and pullbacks

12 to 20

04 Time and conditions
Sessions, market hours, and economic news

21 to 23

05 Protect capital
Risk budget, stops, size, leverage, R, and costs

24 to 28

06 Manage the decision
No trade signals, behavior, and seven questions

29 to 31

07 Practice with purpose
A workspace, example, routine, journal, and week

32 to 37

08 Keep the foundation
Starter code, glossary, sources, and next steps

38 to 41

A USEFUL STANDARD

Can I describe what I see, where the idea could fail, and what the loss would mean?
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01 / UNDERSTAND TRADING

What trading actually is
A trade exchanges exposure to a financial instrument at an agreed price.
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A financial market connects buyers and sellers. An instrument is what you trade: a stock is a
company share; forex exchanges one currency for another; futures are contracts with
specific obligations; crypto assets are digital assets. The rules and risks differ between them.

Every completed trade has both a buyer and a seller. Price moves as orders meet available
offers and bids at new prices. Urgency, changing expectations, and available liquidity matter;
price does not rise simply because a chart has more green candles.

Trading and investing
Trading typically focuses on shorter price
moves. Investing usually focuses on
longer term ownership and growth.
Neither removes risk.

Profit and loss
An open trade has unrealized P&L: a
changing gain or loss. Closing it realizes
the result. Costs reduce the final
outcome.

Two prices, one spread

BID: $99.98 SPREAD: $0.04 ASK: $100.02

Buyers' quoted price Sellers' quoted price

A market buy typically fills near the ask; a market sell near the bid. The spread is the difference.
The last price on the chart may not be your fill. Commissions and other charges may apply too.
[1]

REMEMBER THIS: The chart shows prices. Your account result also depends on size,
execution, and costs.
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01 / UNDERSTAND TRADING

Know what you are trading
Charts that look similar can represent very different products.
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A ticker is an instrument identifier, not a complete description of the trade. Before practicing,
know what the product represents, how its price is quoted, and what one unit means. A rising
gold chart, for example, could describe several different products.

STOCK A share of ownership in a company.

Check share quantity, trading hours, fees, and whether you own shares or a
derivative.

SPOT FOREX One currency priced in another.

EUR/USD quotes dollars per euro. Position units, spread, financing, and dealer
rules matter. [2]

FUTURES A standardized contract with a stated expiry.

It fixes terms for a future purchase or sale; some contracts settle in cash. Check
contract value, expiry, settlement, and margin. [8]

CRYPTO ASSET A digital asset whose rights and risks vary by product.

Owning a coin and trading a leveraged derivative on its price are different
exposures.

CFD A contract for the difference in an asset's price.

You do not own the underlying asset. Availability, leverage, financing, and
protections vary by jurisdiction.

BEFORE YOU CHOOSE

Start with one clearly identified product in simulation. If you cannot explain its unit value,
costs, hours, and maximum exposure, keep learning before placing an order.
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01 / UNDERSTAND TRADING

Long and short
Direction describes what price must do for the position to benefit.
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LONG / BUY FIRST

STOP

ENTRY

TARGET

Benefits if price rises.

SHORT / SELL FIRST

STOP

ENTRY

TARGET

Benefits if price falls.

Educational schematic. Not market data.

Long example
Buy at $100. Sell at $104.
Gross gain: $4 per unit.
An exit at $98 loses $2 per unit.

Short example
Sell at $100. Buy back at $96.
Gross gain: $4 per unit.
A buyback at $102 loses $2 per unit.

Entry opens the position. A stop is a planned protective exit if the idea fails. A target is an
intended favorable exit. These diagrams show direction, not an entry strategy.

Short selling mechanics vary. Stocks usually require borrowing shares, with possible borrow costs and
theoretically unlimited losses. Derivatives have different obligations; not every account permits shorting.
[1]
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01 / UNDERSTAND TRADING

Understand the order ticket
An order is an instruction. A position is the exposure after an order fills.
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The ticket typically asks for the instrument, buy or sell direction, quantity, order type, and any
required prices. Check all of them. The same button can open, reduce, close, or reverse exposure
depending on your position and platform.

Market
Seeks an available execution price. The
displayed or last traded price is not
guaranteed. A larger order may fill at
several prices. [1]

Limit
Buy at your limit or lower; sell at your
limit or higher. Price is constrained, but a
fill is not guaranteed, even if the chart
touches the level. [1]

Stop market
Once the trigger is reached, it becomes a
market order. A protective exit can fill
beyond the stop price during a gap or
fast move. [1]

Stop limit
Once triggered, it becomes a limit order.
It controls acceptable price, but can
remain unfilled while the loss grows. [1]

ILLUSTRATION / BUY 5 SHARES, THEN SELL 5 SHARES

1 Order submitted 2 Filled: long 5 3 Sell 5: flat

Here, selling the five owned shares closes the long position. It does not create a short. Selling more
could reverse it if permitted. Also check working orders: an unfilled entry can remain active after
you walk away.

PRACTICE FIRST: Learn order status, cancellation, and closing in demo. Trigger and expiry rules differ
by broker. [1]
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02 / READ THE SCREEN

Your chart is a map
Start with the instrument, timeframe, price axis, and time axis.
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FICTIONAL INSTRUMENT / 15 MINUTE CANDLES

98

100

102

09:00 10:00 11:00

TIME MOVES FORWARD

HIGHER ON THE SCREEN = HIGHER PRICE

Educational schematic. Not market data.

Read left to right
The horizontal axis shows time. Each
candle summarizes one interval. The
rightmost candle may still be forming.

Read low to high
The vertical axis shows price. A move up
the screen means a higher price,
regardless of candle color.

BEGINNER MISTAKE

A chart that looks steep after zooming in is not automatically a stronger trend. Read the
scale and swing sequence.
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02 / READ THE SCREEN

Candlestick anatomy
Four prices create one candle: open, high, low, and close.
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SAME INFORMATION, TWO DIRECTIONS

HIGH

CLOSE

OPEN

LOW

BULLISH

HIGH

OPEN

CLOSE

LOW

BEARISH

UPPER
WICK

BODY

LOWER
WICK

Educational schematic. Not market data.

Open: first price of the interval. High: highest price reached. Low: lowest price reached. Close:
final price of a completed interval.
Body: distance from open to close. Wicks: extremes beyond the body. Bullish means close above
open; bearish means close below open. Chart colors are customizable.

A wick shows that price reached an area and finished away from that extreme. It does not identify
who traded or prove the next candle's direction. A forming candle can change shape until the
interval ends.

REMEMBER THIS

One candle is one piece of the story. Its location and the surrounding sequence matter
more than its color alone.
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02 / READ THE SCREEN

Read candles in context
Color describes the move from open to close of one candle, not the whole trend.
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A red candle can appear inside an uptrend; a green candle can appear inside a downtrend. First
identify the surrounding sequence. Then ask what this candle adds to it. One interval cannot tell
you what the next interval must do.

RISING SEQUENCE

RED DOES NOT MEAN "SELL"

FALLING SEQUENCE

GREEN DOES NOT MEAN "BUY"

Educational schematic. Not market data.

What a wick can tell you

A wick records prices traded beyond the candle body. A long upper wick says price reached
higher and closed below that high; it does not prove who traded there or guarantee a decline. The
same shape near a range edge and in the middle of congestion can mean different things.

Use completed candles when describing what happened. The current candle can change shape
and color before its interval ends. Zoom out enough to see the swings around it.

OBSERVATION PRACTICE: Describe color, body, wicks, and surrounding direction before guessing an
outcome.
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02 / READ THE SCREEN

Timeframes change the lens
A timeframe sets how much time each candle summarizes.
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On a 15 minute chart, each candle covers 15 minutes. On an hourly chart, each candle
covers one hour. The larger candle combines the smaller intervals; it does not show the
exact path price took inside them.

THE SAME HOUR, TWO VIEWS

:00 :15 :30 :45 ONE 1H CANDLE

FOUR 15 MINUTE CANDLES

Educational schematic. Not market data.

Broader view
Higher timeframes show a larger stretch
of price history. They help you see the
surrounding condition and important
swings.

Closer view
Lower timeframes show more detail
inside that movement. They also show
more small fluctuations that can distract
you.

KEEP THE CONTEXT: A smaller chart can rise during a pullback in a larger downtrend. Both
can describe the same market correctly.
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03 / READ PRICE

Read the swing sequence
Compare highs with prior highs, and lows with prior lows.
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UPTREND / HIGHER HIGHS + HIGHER LOWS

HIGH

LOW

HH

HL

HH

HL

HH = higher high. HL = higher low.

DOWNTREND / LOWER HIGHS + LOWER LOWS

LOW

HIGH

LL

LH

LL

LH

LH = lower high. LL = lower low.

Educational schematic. Not market data.

A swing high is a local peak with lower prices around it; a swing low is a local trough with higher
prices around it. Swings become clearer after price moves away. Use comparable, visible turns
instead of labeling every candle.
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03 / READ PRICE

Find swings inside the candles
The earlier line diagrams simplify the same movement you see on a chart.
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A swing high is a visible local peak; a swing low is a visible local trough. Compare highs with
earlier highs and lows with earlier lows. These labels describe an observed sequence, not a
promise that it continues.

UPTREND / HIGHER HIGHS AND HIGHER LOWS

HIGH

LOW

HH

HL

DOWNTREND / LOWER HIGHS AND LOWER LOWS

LOW

HIGH

LL

LH

Educational schematic. Not market data.

DO NOT FORCE A LABEL

An equal high is not a higher high. Mixed or overlapping swings may be a range or
transition. If the sequence is unclear, describe the uncertainty and keep observing.



GIFTED TRADER SERIES GIFTED MIND STATE

03 / READ PRICE

Range or transition?
Mixed movement deserves a different description from a clean trend.
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RANGE / REPEATED ROTATION BETWEEN BOUNDARIES

RANGE HIGH

RANGE LOW

Buying and selling alternate without sustained directional progress.

TRANSITION / THE OLD SEQUENCE STOPS BEING CLEAR

HH

HL

LH

LOWER LOW

A failed continuation creates uncertainty; one break does not settle the future.

Educational schematic. Not market data.

BEGINNER MISTAKE

Forcing a bullish or bearish label when the evidence is mixed. "Unclear" is a useful
observation, and waiting is a valid response.
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03 / READ PRICE

The rubber band principle
Use the metaphor to notice distance and pace, not to predict a snapback.
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Balanced price rotates around a recent reference area. Expansion describes a directional move
away; extension describes its distance. Pullbacks can reflect profit taking or opposing orders.
These descriptions do not tell you exactly what happens next.

BALANCED → EXTENSION → PULLBACK

REFERENCE AREA

STRETCHED

COMPRESSION → EXPANSION

NARROWER SWINGS ONE POSSIBLE RELEASE

Educational schematic. Not market data.

Compression is narrowing movement, not measurable stored energy. It may precede expansion as
orders or participation change, but quiet trading can persist and either direction can emerge.

KEY PRINCIPLE: Extension is information, not an automatic reversal signal.
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03 / READ PRICE

Levels focus your attention
Support and resistance are areas where price previously met a response.
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Support is an area where declines previously paused or turned. Resistance is an area where
advances previously paused or turned. Prior swing highs, swing lows, and range boundaries are
simple places to begin. They can fail.

AREA OF INTEREST, NOT AN AUTOMATIC ENTRY

PRIOR HIGH / RESISTANCE AREA

PRIOR LOW / SUPPORT AREA

Educational schematic. Not market data.

What does liquidity mean?
In market mechanics, liquidity is the ability to trade without moving price substantially. On a
chart, traders also use "liquidity" as shorthand for areas where orders may cluster, including
obvious highs and lows. A candle chart cannot reveal every hidden order.

Price may pause, break through, or briefly cross a level and return. A level helps you organize
observation. It does not prove a reversal, a breakout, or anyone's intention.

KEEP IT SIMPLE: Mark a few obvious areas. A chart full of lines can hide the price story.
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03 / READ PRICE

What liquidity actually means
Liquidity concerns how readily a trade can happen without a large price impact.
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An order needs willing counterparties at available prices. When enough quantity is available
near the current price, a modest order may fill with little impact. When little is available, it may
need several prices. Available quantity can change rapidly. [1]

MORE AVAILABLE NEARBY

ASK PRICE SHARES

50.00 100

50.02 80

50.06 60

Buy 50: enough shown at $50.00.

LESS AVAILABLE NEARBY

ASK PRICE SHARES

50.00 10

50.02 20

50.06 20

Buy 50: uses all three price levels.

Educational snapshot, not market data. Assumes only these offers, no changes, and immediate fills. It is not a complete
order book.

In the thin example, the order would take 10 shares at $50.00, 20 at $50.02, and 20 at $50.06.
The average fill would be $50.032 before fees. A chart showing $50.00 does not guarantee the
entire order fills there.

Why obvious highs and lows attract attention

Some participants may place entries, exits, or protective orders around visible levels. A candle
chart does not reveal the full quantity, ownership, or intention of those orders. A brief move beyond
a high or low alone is not a trade signal.

A LEVEL INVITES OBSERVATION. IT DOES NOT GUARANTEE A REACTION.
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03 / READ PRICE

The 200 EMA is context
It helps organize what has happened. It cannot promise what comes next.
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An exponential moving average (EMA) smooths price and gives more weight to recent
observations. A 200 period EMA uses a longer setting; older observations still have diminishing
influence. It changes with the chart timeframe and lags price. [3]

GENERALLY ABOVE A RISING EMA

BLACK: PRICE

GRAY: 200 EMA

May support a bullish context.

GENERALLY BELOW A FALLING EMA

BLACK: PRICE

GRAY: 200 EMA

May support a bearish context.

REPEATED CROSSINGS OF A FLAT EMA

BLACK: PRICE

GRAY: 200 EMA

May reflect weak directional conditions.

Educational schematic. Not market data.

Read the EMA alongside swings, location, and market conditions. Price can cross it repeatedly or
remain far from it. A touch or crossing alone does not define a trade.

REMEMBER THIS: THE 200 EMA PROVIDES CONTEXT, NOT AN AUTOMATIC SIGNAL.
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03 / READ PRICE

Pullback or reversal?
A move against a trend is a question, not an automatic change of direction.
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An impulse is a directional push. A pullback is a temporary move against that direction.
Continuation means the prior direction resumes. A reversal is a broader directional change,
usually clear only as new structure develops.

UPTREND

1 IMPULSE / 2 PULLBACK / 3 RESUME

1 2 3

1: push 2: countermove 3: resume

DOWNTREND

1 IMPULSE / 2 PULLBACK / 3 RESUME

1 2 3

1: push 2: countermove 3: resume

WHEN THE SEQUENCE STOPS CONTINUING

A prior low gives way. The old
uptrend needs reassessment; the
next direction is not guaranteed.

Educational schematic. Not market data.

LOOK AT THE SURROUNDING SWINGS

A red candle inside an uptrend can be a pullback. Repeated failure to continue and
damage to the swing sequence can signal uncertainty.
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03 / READ PRICE

Why chasing changes the trade
A direction can be correct while the entry offers a poor balance of risk and potential reward.
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Chasing means entering because price has already moved and you fear missing more. Distance
to the stop may grow while distance to the next obstacle shrinks. Momentum does not make
that arithmetic disappear.

SAME STOP AND OBJECTIVE / DIFFERENT ENTRY LOCATION

OBJECTIVE 104

CHASE 103

PLAN 100

STOP 98

NUMBERS ARE FICTIONAL PRICE UNITS. NO ENTRY TRIGGER IS SHOWN.

Educational schematic. Not market data.

Planned at 100
Risk to 98: 2 units.
Reward to 104: 4 units.
Potential reward = 2 × risk.

Chased at 103
Risk to 98: 5 units.
Reward to 104: 1 unit.
Potential reward = 0.2 × risk.

BEGINNER MISTAKE

Moving the stop closer just to make a late entry look affordable. Reassess the whole idea,
or let the move go.
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04 / TIME AND CONDITIONS

Participation changes by session
Session labels describe activity windows. They do not promise a trend.

giftedmindstate.com / STARTER GUIDE 21 / 41

Asia, London, and New York refer to major regional participation windows. Overlap means two
regions are active at once. Currency pairs, metals, index futures, and other markets can
respond differently to the same hour.

ILLUSTRATIVE FX SESSION MAP / 24 HOUR CLOCK IN UTC
00 04 08 12 16 20 24

ASIA / TOKYO 00:00 to 09:00

LONDON 08:00 to 17:00

NEW YORK 13:00 to 22:00

OVERLAP 13 TO 17

Educational timeline in UTC (Coordinated Universal Time). Typical Northern Hemisphere standard time conventions; not
exchange opening hours. [4]

Clock check: in daylight saving periods, London and New York generally shift one hour earlier in
UTC. Their changeover dates differ; Tokyo does not observe DST. Verify the date, chart timezone,
broker schedule, exchange hours, breaks, and holidays.

Study your chosen instrument over multiple sessions and conditions. News can outweigh the
usual pattern. Heavy participation can still produce a range; quiet periods can still move sharply.

NO GUARANTEED WINDOW: A "kill zone" label does not make a trade valid or profitable.
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04 / TIME AND CONDITIONS

Match the clock to the market
A regional session, an exchange session, and your chart timezone are different things.
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The Asia/London/New York map is useful context, particularly for currencies. It does not tell you
when every instrument is open or most active. Start with the actual product and venue, then
connect its schedule to your chart.

STOCKS Exchange hours and session settings matter. The NYSE core session is
normally 9:30 a.m. to 4:00 p.m. Eastern Time on a regular trading day.
Holidays and early closes change the schedule. [10]

FUTURES Many contracts trade across long sessions, but trading breaks, expiry, and
holiday schedules vary by product. Check the contract's exchange page. [8]

SPOT FOREX Regional participation rotates through the trading week. Check the dealer's
opening, closing, and maintenance times; the session map is not a dealer
timetable. [2,4]

CRYPTO Check the venue's actual availability and maintenance rules. A market being
available at an hour does not ensure deep liquidity at that hour.

Make two clocks agree before you observe

Read the calendar's named timezone and your chart's timezone. Convert the event for the specific
date; do not reuse a fixed offset across daylight saving changes. Then check holidays, breaks, and
whether your chart includes extended hours data.

USEFUL QUESTION: Is this instrument actually open, and what is happening around this hour?
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04 / TIME AND CONDITIONS

News can change the conditions
Know the calendar before a sudden move forces the lesson.
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Economic releases can change expectations about inflation, growth, employment, and interest
rates. Orders may reprice quickly. Spreads can widen and fills can differ from expectations. A
technical idea can become invalid in seconds.

CPI Consumer Price Index: a measure of consumer inflation. BLS [5]

EMPLOYMENT Payrolls, unemployment, and related labor data. BLS [5]

FOMC Federal Open Market Committee: U.S. monetary policy
decisions.

FED [6]

GDP / PCE Gross domestic product (output); personal consumption
expenditures price index (inflation).

BEA [7]

BEFORE NEWS → SHARP VOLATILITY → REASSESS

RELEASE

Educational schematic. Not market data.

Check the event time in your timezone, the affected market, and whether you can assess the new
conditions. An initial spike can reverse or settle into a range. There is no universal number of
minutes that makes the market safe again.

BEGINNER DEFAULT: Observe extreme volatility in simulation. Do not blindly chase the first spike.
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05 / PROTECT CAPITAL

Risk begins before the entry
Decide the acceptable planned loss before you decide the position size.
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ACCOUNT BALANCE × RISK PERCENTAGE

= MAXIMUM PLANNED ACCOUNT RISK

Example A
$1,000 × 0.01 = $10
1% is one hundredth of the account.
It is a risk budget, not a target.

Example B
$500 × 0.005 = $2.50
0.5% is half of one percent.
A small budget may mean no trade.

These percentages illustrate the math, not a safe amount for every person or product.
Beginners may choose very small risk or remain in simulation. Repeated small losses still add
up. Balance reflects closed transactions; equity also includes open profit or loss. With open
positions, total exposure matters too.

Small risk keeps one idea from dominating

Include expected fees and a reasonable allowance for execution differences when sizing. A stop
helps implement a plan, but cannot cap every possible loss. If the smallest permitted position is
too large, skip it or practice in simulation.

Set personal session and longer term loss limits before trading. Reaching a limit is a reason to
stop, not a reason to increase size. Several positions tied to the same move can lose together.

CAPITAL COMES FIRST: A small account does not make an oversized trade less risky.



GIFTED TRADER SERIES GIFTED MIND STATE

05 / PROTECT CAPITAL

Fit the size to the stop
The loss budget, chart idea, and product rules must fit together.

giftedmindstate.com / STARTER GUIDE 25 / 41

Invalidation is evidence that the reason for a trade no longer holds. A protective stop should
relate to that idea. Moving the stop farther away because losing feels uncomfortable increases
risk and changes the plan.

STOP PLACEMENT / CONCEPT ONLY

IDEA FAILS

Choose the idea's failure point before
choosing how much to buy.

A simple sizing illustration
Entry: $50. Stop: $48.
Price risk per share: $2.
A $10 budget allows at most 5 shares
before costs.

With $2 reserved for costs, $8 remains:
at most 4 shares.

Educational schematic. Not market data.

For shares, divide the usable risk budget by the distance from entry to stop, then round down to
an allowed size. Other products require their own unit or contract values. Never assume a one
point move has the same dollar value everywhere.

Keep the order of the decisions clear

First describe why the idea would be wrong. Then identify a related protective stop, measure the
distance from entry to stop, and calculate a size that fits the loss budget. A stop chosen only to
make a large position affordable may have no relationship to the idea.

If the calculation allows 4.6 shares but only whole shares are permitted, round down to 4. If the
minimum permitted size is too large, skip the trade or use simulation. Do not widen the budget to
force the order.

A planned stop is not a guaranteed fill price. Include costs and allow for execution uncertainty.
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05 / PROTECT CAPITAL

Leverage changes the exposure
A smaller deposit can support a larger position. The full position still moves.
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Exposure is the value affected by the market move. Leverage increases exposure relative to the
capital supporting it. A small price move can therefore produce a much larger percentage
change in that capital. It magnifies losses as well as gains. [2,8]

ILLUSTRATION / SAME $1,000 OF CAPITAL, DIFFERENT EXPOSURE

POSITION EXPOSURE PRICE +1% PRICE FALLS 1%

$1,000 $10 gain $10 loss

$10,000 $100 gain $100 loss

$100 is 10% of the $1,000 capital supporting the larger position.

Arithmetic illustration for a simple linear exposure, before costs. Not a product quote, available leverage offer, or
recommended position.

Margin is a requirement, not a loss budget

Margin rules vary: stock margin can involve borrowing; futures margin is collateral required to
support the contract. The broker's minimum deposit does not tell you what loss you can
responsibly accept. Positions can be liquidated and some losses can exceed the initial deposit.
[2,8]

LOOK AT ALL OPEN POSITIONS: Two positions each planned to risk $10 create $20 of
planned risk together. If they respond to the same market move, they may lose at the same
time. Actual losses can be larger.
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05 / PROTECT CAPITAL

Think in units of risk
R means the initial planned risk for that particular trade.
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If the planned risk is $10, then 1R = $10. A $20 gain is +2R; a $10 loss is a loss of 1R. R helps
you compare trade outcomes without letting larger dollar amounts change the meaning of the
result.

LONG EXAMPLE / THE TARGET IS A POSSIBILITY, NOT A PROMISE

TARGET 2 / +2R / +$20

TARGET 1 / +1R / +$10

ENTRY / 0R

STOP / LOSS OF 1R / $10

1:2 RISK TO REWARD = RISK 1 UNIT TO SEEK 2 UNITS

Educational schematic. Not market data.

A ratio is not an account percentage. A 1:3 plan seeks three units of reward for each unit
risked. It does not automatically mean 3% profit. Only if 1R equals 1% of the account would +3R
equal 3% before costs.

Win rate tells you how often trades win. It does not tell you how large the wins or losses are.
Frequent small wins can be outweighed by fewer large losses. Costs and actual exits matter too.

PLANNED VS ACTUAL: Use the original risk as the reference. Fees, slippage, and different
exits can make the actual outcome different from the planned R.
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05 / PROTECT CAPITAL

Keep the net result in view
A chart move becomes an account result only after size, fills, and costs are known.

giftedmindstate.com / STARTER GUIDE 28 / 41

Gross P&L describes the trade before stated charges. Net P&L includes those charges. The
spread, commissions, exchange or broker fees, financing, and borrow costs can matter,
depending on the product and holding period.

THE SPREAD / A FLAT QUOTE CAN STILL COST MONEY

Buy 10 shares at the $100.02 ask.
Sell immediately at the unchanged $99.98 bid.

$0.04 SPREAD × 10 SHARES = $0.40 LOSS BEFORE FEES

Fictional prices. Assumes both fills at the displayed quotes, with no additional slippage.

A worked result using actual fills

ENTRY / EXIT 5 shares bought at $50.00; sold at $54.00

GROSS P&L $4.00 gain per share × 5 shares = +$20.00

TOTAL CHARGES $1.00 across entry and exit

NET P&L $20.00 less $1.00 = +$19.00

RESULT IN R If initial price risk was $10: +$19 ÷ $10 = +1.9R

Spread and slippage affect the actual fill prices; do not subtract them again if those prices already
include their effect. Keep explicit fees separate. Even a stopped trade can lose more than the
planned 1R.

Keep the original risk reference fixed when describing the result. Do not redefine R after a loss.
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06 / MANAGE THE DECISION

No trade is a valid decision
You can protect both capital and attention before placing an order.
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RED FLAGS / A REASON TO PAUSE AND REASSESS

THE CHART IS UNCLEAR

Mixed structure. The visible swings do not support a clear idea.

Range middle or chop. Price overlaps repeatedly; the useful boundaries are far away.

No logical stop. You cannot explain where the idea would be wrong.

THE CONDITIONS DO NOT FIT

News or extreme volatility. A release is near, spreads widen, or execution is hard to judge.

Risk does not fit. Even the smallest position exceeds the planned budget.

Personal loss limit reached. The session is finished under the limit you set in advance.

YOUR STATE IS DRIVING THE CLICK

FOMO (fear of missing out), revenge, or a dollar goal. You want to catch up, recover
money, or force a daily amount.

Fatigue or distraction. You cannot give the decision steady attention.

Boredom. Activity has become the reason for entering.

WAITING IS PART OF THE WORK: Write down why you passed. A well reasoned no trade decision is
useful practice.
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06 / MANAGE THE DECISION

The trading mind
Self awareness means noticing an urge before it becomes an order.
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Trading skill includes behavior, not just chart knowledge. Fear, excitement, and disappointment
can be present without becoming instructions. Name the pattern honestly so you can see what
needs practice.

FOMO "I will miss it."
Entering after a move without a valid plan.

Revenge trading "I need it back."
The next trade becomes an attempt to erase a loss.

Overtrading / boredom "I should be doing something."
Repeated entries with little new evidence.

Oversizing / greed "This one is certain."
Increasing risk because confidence feels high.

Fear "I cannot take this loss."
Widening a stop or avoiding a planned exit.

Money feels too large "Take anything before it goes."
Closing early because of dollars, not the plan.

A winning trade can contain poor decisions. A losing trade can follow a sensible plan. Evaluate both
the result and the behavior; discipline alone still does not prove a strategy has an edge.

ONE USEFUL QUESTION: Am I responding to price evidence, or trying to change how I feel?
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06 / MANAGE THE DECISION

Seven questions before a trade
A general thinking aid for practice, not the Gifted Trader execution system.
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1
What is the market doing?
Trend, range, or unclear?

2
Where is price?
Near an obvious meaningful area, or between useful levels?

3
What evidence is present?
Describe the response; reaching a level alone is not enough.

4
Where is the idea wrong?
Name the condition that would invalidate your reasoning.

5
How much can I lose?
Fit the stop and position size to the risk budget, with costs.

6
Where is the logical objective?
Identify a realistic destination and obstacles before it.

7
Does this trade deserve to exist?
Is the reasoning complete, and is your state suitable?

MISSING ANSWER → WAIT COMPLETE → SIMULATE
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07 / PRACTICE

Set up a learning workspace
You need a clear chart and a way to practice safely before you need more indicators.
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01 Confirm simulation mode

Use the platform's demo or paper account. Verify the account label and virtual balance
before clicking. Use realistic practice size so a huge pretend balance does not
normalize oversizing.

02 Identify the product and chart

Check the full symbol, product type, timeframe, timezone, and price scale. Confirm
whether prices are delayed. Know the unit value and minimum permitted order size.

03 Locate the basic controls

Find working orders, current position, and realized versus unrealized P&L. In demo,
learn how to cancel a pending order and close a position; they are different actions.

04 Choose an observation task

Use the current paper market or a historical replay view. Describe structure, mark a few
obvious areas, and calculate an example loss budget. Waiting is a valid practice result.

05 Keep one honest record

Use the simple journal in this guide. Record what you could see at the time. Do not turn
an observation made after the move into a claim that you predicted it.

SIMULATION HAS LIMITS: Fills, costs, liquidity, and emotions can differ from live trading. A simulated
profit alone does not establish readiness.
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07 / PRACTICE

One plan, from idea to result
A fictional share trade to understand mechanics, not a prescribed entry model.
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EDUCATIONAL EXAMPLE ONLY. NOT MARKET DATA. NOT A GUARANTEED SETUP.

TARGET 54

ENTRY 50

STOP 48

DASHED PATH = ONE ILLUSTRATED OUTCOME

1 / TREND

2 / PULLBACK

3 / PRICE REACTS NEAR 49, THEN REACHES THE EXAMPLE ENTRY AT 50

Read: earlier swings rose. Price pulls back toward a visible area near 49, then lifts. For this
arithmetic exercise, assume a simulated entry at 50 has already been planned. The stop at 48
represents where this example's idea is considered wrong; the prior high near 54 is an objective.

SIZE

5 shares

PRICE RISK

$2 × 5 = $10

TARGET GAIN

$4 × 5 = $20

Illustrated target: $20 gain = 2R gain. Planned stop: $10 loss = 1R loss, before costs or slippage.
With $1 in costs, the results are a $19 gain (1.9R) or an $11 loss (1.1R), measured against the
original $10 price risk.

If $10 is the entire loss budget, use fewer shares to leave room for costs. See page 25.
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07 / PRACTICE

Your first trading routine
A repeatable learning session is more useful than hours of random clicking.
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BEFORE THE SESSION Prepare to observe

Check the economic calendar and your chart timezone. Open
one chosen instrument. Describe the broad condition and mark
a few obvious levels. Set the maximum planned risk and
personal loss limit. Write what would make you stay out.

DURING THE SESSION Practice the decision

Wait for a reason you can explain. Avoid chasing. Write why a
practice trade qualifies before placing it. Define the stop, target,
size, and risk before clicking. If the idea is unclear, record a no
trade observation.

AFTER THE SESSION Keep one useful lesson

Save a screenshot. Record the result and whether you followed
the plan. Note one specific lesson, such as "I entered in the
middle of the range." Close the session with a clear stopping
point.

PROCESS BEFORE PROFIT: For early practice, success means a clear, recorded decision. A
larger simulated balance alone does not prove readiness.
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07 / PRACTICE

Turn a trade into a lesson
Here is the simple journal completed for the fictional example on page 33.
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The example below uses the illustrated winning outcome. It records both the original $10 price
risk and the net result after $1 of costs. A loss would belong in the same journal, with the same
honesty.

DATE Practice session 01 / fictional example

INSTRUMENT Fictional stock / simulated shares

MARKET CONDITION Rising swings, followed by a pullback

REASON FOR TRADE Practice planning a reaction near the visible area at 49;
entry at 50 was assumed for the arithmetic exercise.

ENTRY / STOP / TARGET 50 / 48 / 54

RISK $10 initial price risk: 5 shares × $2; costs additional

RESULT +$20 gross; $1 costs; +$19 net = +1.9R

DID I FOLLOW MY PLAN? Yes / assumed entry, stop, target, and size were kept

ONE LESSON If $10 is my entire loss budget, I need fewer than
five shares to allow for costs.

A winning result does not prove the decision was sound. "Did I follow my plan?" and "What was the
result?" answer different questions. Keep one specific lesson you can use in the next practice session.
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07 / PRACTICE

Your simple starter journal
Fill digitally or print. Use one page per practice trade; save a fresh copy to reuse.
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DATE INSTRUMENT

MARKET CONDITION

REASON FOR TRADE

ENTRY STOP TARGET

RISK RESULT

DID I FOLLOW MY PLAN? YES / NO

ONE LESSON
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07 / PRACTICE

Seven days to begin
An introduction to observation and practice, not a deadline for trading live.
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01 Learn candles
Identify open, high, low, and close on ten completed candles. Explain one candle
without guessing the next one.

02 Mark conditions
Find an uptrend, a downtrend, and a range. Label an unclear section honestly instead of
forcing a trend.

03 Mark highs and lows
Choose obvious swing highs and lows. Compare each with the prior swing of the same
type.

04 Study pullbacks
Find countermoves inside trends. Save one continuation and one example where the
structure became uncertain.

05 Practice risk math
Calculate 1% of $1,000 and 0.5% of $500. Explain why a $2.50 budget can rule out a
trade.

06 Use simulation or replay
Use virtual money and hide the future when available. Record a planned practice
decision; do not force a trade to finish the exercise.

07 Review what repeats
Review screenshots and journal notes. Identify one repeated mistake and one
observation that became clearer.

Simulation fills and emotions can differ from live trading. Seven days of practice is not evidence of profitability.
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08 / KEEP THE FOUNDATION

The Gifted Trader Starter Code
Seven commitments to keep beside your chart.
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01 Protect capital.
An opportunity must fit the risk you can responsibly take.

02 Give every trade a reason.
A plan should be explainable before money is exposed.

03 Let a missed move go.
Chasing is not a substitute for preparation.

04 Decide risk before entry.
Confidence does not determine position size.

05 Make room for waiting.
No trade can be the best decision of the session.

06 Leave revenge out of the next trade.
A previous loss does not create a new opportunity.

07 Record what you actually did.
Honest notes turn experience into something you can study.

SELF AWARENESS / PATIENCE / ACCOUNTABILITY
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REFERENCE DESK

Keep the language clear
Return here when an unfamiliar term interrupts your understanding.
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Ask. The price at which a seller is offering to sell.

Bid. The price at which a buyer is offering to buy.

CFD. Contract for difference: exposure to a price
change without owning the underlying asset.

EMA. Exponential moving average: a smoothed
price series giving more weight to recent data.

Entry. The opening transaction for a position.

Exposure. The position value affected by a
market move.

Futures. Standardized contracts with a stated
expiry; settlement may be physical or in cash.

Instrument. The asset or contract being traded.

Invalidation. Evidence that the reason for a trade
no longer holds.

Leverage. Exposure larger than the capital
supporting it.

Liquidity. Ease of trading without a large price
impact.

Margin. Funds or collateral required to support
exposure; the mechanics differ by product.

Order. An instruction to buy or sell under stated
conditions.

P&L. Profit and loss. State whether it is gross or
net of costs.

Position. An open exposure to price movement.

Pullback. A move against the recent direction;
not automatically a reversal.

R. One unit of the initial planned risk for that
trade.

Range. Price rotating between visible boundaries.

Replay. Practice on historical price with future
movement hidden when possible.

Slippage. The difference between the expected
price and the actual execution price.

Spread. The difference between bid and ask.

Stop. A planned protective exit; its price is not
necessarily the eventual fill price.

Target. An intended favorable exit, not a
guaranteed destination.

Volatility. The degree of price fluctuation.

READ IN CONTEXT: A term describes part of a decision. No single label makes a trade valid.
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SOURCE DESK

Keep reliable references nearby
Use primary explanations and official calendars to check the details.
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Bracketed numbers in the lessons refer to the sources below. Linked titles open the original
resources. Product rules and schedules can change; verify them before acting. Links checked
September 26 and 27, 2026.

[1] SEC Investor.gov
Order types / Execution / Stop orders / Short sales

[2] CFTC
Customer advisory: eight things to know about forex

[3] Fidelity Learning Center
Exponential moving average reference

[4] OANDA Education
FX sessions; verify clocks and instrument hours

[5] U.S. Bureau of Labor Statistics
CPI and Employment Situation release calendar

[6] Federal Reserve
FOMC meeting calendar and policy materials

[7] U.S. Bureau of Economic Analysis
GDP and Personal Income and Outlays releases

[8] CME Group
Introduction to futures / Margin: know what is needed

[9] National Futures Association
Investor best practices and risk capital guidance

[10] New York Stock Exchange
Official hours, holidays, and early close calendar

Sources explain general mechanics, not approval of this guide or its examples. Original diagrams and teaching examples:
Gifted Mind State.

https://www.investor.gov/introduction-investing/investing-basics/how-stock-markets-work/types-orders
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins-14
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins-15
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins-51
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/CustomerAdvisory_MustKnowForex.html
https://www.fidelity.com/learning-center/trading-investing/technical-analysis/technical-indicator-guide/ema
https://www.oanda.com/us-en/skills-and-insights/education/trading-asset-classes/forex/when-is-the-best-time-for-forex-trading/
https://www.bls.gov/schedule/
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
https://www.bea.gov/news/schedule
https://www.cmegroup.com/education/courses/introduction-to-futures
https://www.cmegroup.com/education/courses/introduction-to-futures/margin-know-what-is-needed
https://www.nfa.futures.org/investors/investor-resources/files/investor-best-practices.html
https://www.nyse.com/markets/hours-calendars
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YOUR NEXT STEP

Turn principles into a process
Keep practicing the foundation. Add detail when you are ready.
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You now have a foundation for reading price, defining risk, and recognizing when to wait.
The next step is turning those principles into a repeatable operating system. That is the
role of The Gifted Trader Playbook.

INSIDE THE FULL PLAYBOOK

Context and location
Multiple timeframe decision making, the complete Gifted Trader EMA framework, advanced
market structure, liquidity, and points of interest.

Setup and execution
Gifted Trader setup families, confirmation rules, entry timing, and the detailed process for moving
from an idea to execution.

Risk and training
Futures position sizing, R analysis and drawdown, replay training, screenshot journaling, and
structured 30 day practice systems.

Behavior and review
Trading psychology, discipline measurement, the full pretrade checklist, posttrade scorecard, and
Gifted Trader Code.

Explore The Gifted Trader Playbook at giftedmindstate.com

Continue learning. Keep your decisions accountable.

https://giftedmindstate.com
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