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11-step plan on how to get the most out of the strategies’ backtesting

Step #1

Thefileisissuedtoeveryone who has purchased a Forex Tester’s license. There is no need to look for
othertrading methods until you have tested the proposed 10options. If none of the existing methods
worksinthe longrun onyour instrument, the data period and time frame, then only you will need to
look foranothertrading method.

You can get the “10 simple free strategies” PDF file after you purchase Forex Tester

Step #2

Thereal traderis an operator of his (her) trading system. Improvisation is good for people whoworkin
creative business (actors, artists and soon). Trading is a routine occupation and it does nottolerate
deviationsfromthe plan. The biggest problem of probably any traderis toleave the ego aside and focus
on making money ratherthan on proving your rightness. Once you make this shiftin your mindset, you
immediately reducethe pressure fromyourself. If you followed your trading algorithm step -by-step and
you got a loss, it proved that the system did not work, and this loss had nothingto do with your
personality.

There are no good or bad traders. There are good and bad trading strategies. There are people who
always follow all of the rules of their strategies and people who do not have the discipline.

If you have a clear plan of what to doand you follow it religiously, then aftera certain period of time you
will be able tosay whatis workinginthe Forex market, and whatis not. If you did not have any plan,
then how were you supposed to determine what led you to the loss / profit? How then to repeat your
success and multiply it consistently? How to avoid the things that did not work in the past and therefore
would not performinthe future?

Step #3

The risk calculationis what distinguishes a novice trader from an experienced one. Thereisa
considerable amount of trading systems, which are based exclusively on the money management (they
do not have any justification from the technical analysis point of view and yet they can make profit). If a
trader knows the exactamount of money he (she) can afford to lose in one trade and the maximum
amountto lose forthe entire month; if a trader strictly adheresto these rules, this traderwillatleast
remainonthe marketfora longtime, and at best will succeedinthe longterm. Read more about this
step in the «How to calculate risks" PDF file



Step #4

"Show mea trader with good records, and I'll show you a good trader" Alexander Elder.

Trade loginvolves 4 must-have components:

e A summary table of all trades.
e Capturingscreenshots of all the trades without any exception.

¢ A Detailed description of the orders placing (opening, stop loss, take profit, closing the trade) —in
otherwords, why did you open an order at that point of the market, why did you place a buy limit with
a stop loss that was equal to 40 pips, why did you set a take profitat 80 pips, etc. ?

¢ A detailed description of the psychological component. The hardest thing foratraderis in the difficulty
to follow his (her) trading system and not to add anythingto it from himself (herself). Writing down

your thoughts and emotions while trading (testing) is awonderful tool of introspection that helps to
sort out what really moves youin the market.

Step #5

Typically, traders make conclusions about the profitability of their trading systems too soon. They open
several ordersandif all of these 2-3 trades have brought a profit, traders enthusiastically gettoopena
massive amount of trades on a real account. On the other hand, if the orders were closed by Stop Loss, a
complete disappointmentin the entire trading system follows those severallosing trades. Few trades is
an excessively small sample from a statistical point of view. In orderto start judging whetherthe trading
systemis able to bring profit/loss, you must open a minimum of 100 orders, without missingevena

single pattern. Ideally, you wanttotest the strategy on thousands of trades made at a minimumon5
years of historical data.

Step #6

If your strategy has shown excellent results on EURUSD since March 4, 2007 by March 4, 2009 onthe H1
time frame, itdoes not necessarily guarantee that the same strategy will also give profitableresults on
anotherinstrument, data period or a different time frame. Testing of such a huge number of variations
manuallyisan extremely effortand time-consuming process. As an alternative to manual testingone
can create Expert Advisers (EAs). Any EA requires the efforts of experienced programmers and therefore

worth some money, butthe amountspenton the adviser’s creation cannot be comparedto the
enormous timesaving.



Step #7

"Strategy Optimizer”isa unique feature builtinto Forex Tester, which allows you to test the whole range
of parameters. You can set:

e theinitial value of any parameterat a certain point;
¢ a stepchange of the parameter;
¢ the final value of the parameter;

Example. Suppose you have an expert adviser that openstradesat the 2 movingaverages crossover. You
always seta stop lossto everysingle trade of yours but you do not have a clue, which value will give you
the best outcome. To discoverit, you can make use of the “Strategy optimizer” and specify the initial
value (let’ssayitwill be 20 pips), astep and the final value (say, it equals to 50 pips). The program starts
backtestingall the datafroma selected period with a 20-pip stop loss, automatically opening and closing
all of the orders. Once the data comesto an end, the program capturesthe result obtained when the
stoplossis at 20 pips, nullifies it and gets to the starting point of the test changingthe size of the stop
loss from 20 to 21 (asa step equalsto 1, each new cycle willincrease by 1). This cycle will run for 31
times until the software finishes the test with a stop loss of 50 points.

Step #8

¢ Export Statistics from Forex Testerto Excel
¢ Install a “Descending” filterforall the data
¢ Find out which value of the parameter (in ourcase it was a stop loss) gave the best results.

Such analysis often leads to unpredictable results. Forexample, you can see that your strategy
demonstrated the result of +5,218 pips on 5 years of historical datawith 32-pip stop loss. However, the
stop loss of 33 pips could give a significantly worse result of +1,592. At the same time, the stop loss that
was setat 31 pips could give even anegative result (forexample, -312). Thatis why itis so importantto
testeverything becauseevery tine parameter change caninfluence the overall result of the trading
system dramatically.

In addition to the stop loss altering, any kind of settings can be changed as well:
e Take profits
¢ Indicators’ periods

e The distance in pips fromthe signal appearance until the actual order opening ¢ And much more



Step #9

Once you are convinced in the profitability of your strategy on historical data, itis time to go to the
demo account. The essence of this particularstepis purely psychological: you nolongerneed toreceive
confirmation that the strategy works, because evenifyoutrade ona demofora yearthe result will
bringyou a less significant statistical confidence compared to the results received on Forex Tester. The
main goal of usingthe demo account isin raisingthe discipline: open the orders onlyinaccordance with
your trading system without tolerating even a minor deviation from the previously confirmed algorithm.

Step #10

Once you have opened asufficient number of orders on your MT4, you can exportthe file from this
trading platforminto Forex Tester. After that, all of yourtransactions will be opened and closed exactly
at the same place, asit happened while trading. This allows you to look at yourtrading from the side and
givesthe opportunitytolearnalot about yourselfas atrader. You can look at the accelerated record of
your trades; you can stop the chart movements or speed up them even more. Such an analysisis
another powerful step toward polishing skillsin Forex trading. Itis one of the best ways to improve the
psychological factor of your trading.

Step #11

Testingis nevertoo much. Evenif you have found a profitable strategy with the help of Forex Tester, you
can stillimproveitanditis unlikely that one day you will come to the point where the improvement of
your trading systemis nolonger possible. Always keep testing: firstly, the renewed results will bring you
more profit, and, secondly, testingis one of the mostinterestingand breathtaking activity.



