
A typical Trade Alert email looks something like this:

We provide 3 parameters for every trade alert: entry, exit, and At-Risk.

We’ll explain how we determine these parameters in future emails, but for now, here’s how to use
them to size your own position:

The first parameter to start with is the “At-Risk”.

The “At-Risk” shows us the amount we’ll lose if we’re wrong on the trade.
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It’s measured in BPS or basis points. A basis point is one hundredth of one percent.

For example: 1 bps = 0.01% and 100 bps = 1%

In the trade alert above, our At-Risk is 75 bps. That means that if we’re wrong on this trade, we’ll lose
0.75% of our total portfolio value.

So say you have a $100,000 portfolio.

75 bps or 0.75% of that is $750. (100,000*0.0075)

So on this trade we’ll be risking $750. That’s how much we’ll lose if we’re wrong.

Next, you’ll want to figure out how many shares to buy in order to risk that $750.

This is where the entry and exit parameters come in.

The entry price is determined by an estimate of where we think we can enter the trade.

The exit price is determined by where we set our risk point.

A risk point is the price level that proves our trade thesis is wrong. If that risk point is hit, we’ll sell our
position and exit.

In this example the entry price is $6.48. And the exit price is $5.40.

The difference between those two price levels is $1.08. ($6.48 - $5.40)

This means that we are willing to lose $1.08 per share before we exit.

And we know that for the entire position, we’re willing to lose $750 — our “At-Risk” amount.

So to get the number of shares to buy, you’d take $750 and divide it by the $1.08.

That equals about 694 shares.

To recap, losing $1.08 on each of the 694 shares would equal about $750. (694*$1.08)

Now keep in mind that your notional position size will be different from your “at risk” position size.
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In this case, buying 694 shares at an entry price of $6.48 would mean buying about $4,497 worth of
stock.

This would equate to investing around 4.5% of your $100,000 portfolio into this stock.

So your notional investment value may be 4.5%, but your “At-Risk” is only 0.75% or 75 bps.

To make this all easier, we provide a position sizing calculator on our HUD.

Click Here To Access Our Position Sizing Calculator

Username: collective
Password: livermore

You can also find a more in-depth explanation of how we think about risk management and position
sizing in this short video tutorial.

And finally, you can find all our trade alerts on our #mo_trade_updates channel in the Comm Center.
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https://client.macro-ops.com/macro/
https://operators.macro-ops.com/strategy-builder-pro/position-sizing-tying-it-together-into-a-full-risk-management-system/
https://comm-center.slack.com/archives/C8KETV4HX


If you have any questions or comments, don’t hesitate to reply to this email.

Your Macro Operator,

Alex

P.S. If you are looking for something specific make sure to check out our FAQ section. If you can’t
find an answer that satisfies you, shoot us an email at support@macro-ops.com and we will glady
set you up.
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https://operators.macro-ops.com/frequently-asked-questions/
mailto:support@macro-ops.com

