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How position sizing can affect your trading performance-

Assuming that you are trading a Trend-following system with Big RR and low
win-rate.

For example, assume that you risk one percent per trade on a 100,000 account
and you have 20 straight losses.

That one percent is of your remaining equity and at the end of 20 losses, you would be down to 81,790.60.

Now if you got a 30R winner and you are risking one percent of your balance of 81,790.60, your new equity would be
106,327.9,

WHEN YOU RISK 1% PER TRADE-

TRADE NO. EQUITY PROFIT/LOSS  CUMULATIVE EQUITY  DD%
1 10,00,000 1000 90000 1
2 00000 -000 98010 1.09
3 08010 980 97030 297
4 97030 -970 96060 394
16 86011 860 85151 148
17 85151 -g51 FINAL EQUITY g4350 157
18 84300 _gq3 AFTER20 o557 FINALDD% ..o
19 83457 _g34 " IRAIGHT o623 173
LOSSES :
20 82623 -826 81800 182
21 81800 +24780 106580 )
= S
30R PROFIT IN 1 TRADE ACCOUNT UP 65%

You've had 20 losses and one winner though you are still up 10Rplus your equity is up by 6.3R percent.
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Now, let’s say you risk five percent per trade on your balance. At the end of 20 straight losses, you would be down to
35,772.89 or down 64 percent.

WHEN YOU RISK 5% PER TRADE-

TRADE NO. EQUITY PROFIT/LOSS CUMULATIVE EQUITY DD%
1 10,000,000 -5000 95000 5
2 95000 -4750 90250 975
3 9@250 -4512 85738 14.2
4 85738 -4286 81452 185
16 48772 -2316 46334 559
FINAL EQUITY
17 46334 -2200 41818 581
18 41818 2090 AFTER 20 39728 R 60.2
- STRAIGHT )
19 39728 -1986 | ossES 37742 622
20 37742 -1887 35855 64.1
21 35855 +53780 89635 /> 10
.—/’jl EVEN AFTER 3@R PROFIT

30R PROFIT IN 1 TRADE EQUITY IS 10% DOWN

If you risk five percent on this amount and get a 30R winner, you would be up to 89,621.48. You are up 10R, but because of
your position sizing, your equity is still down over 10 percent.

#positionsizing

#Trading
#nifty50

This is why position sizing is the most important factor in trading if you get it right and you have an edge, you will do good.

Thanks for reading till here.
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