YOUR FIRST 30 DAYS: NAVIGATING THE QUANT EDGE

A Practical Guide to Expectancy, Risk Architecture, and Psychological
Resilience

Welcome. If you are reading this, you have downloaded our automated strategy “Lupo
Engine 1” for NinjaTrader 8. Before you attach this bot to a live account or an evaluation
stream, we need to have a direct conversation about math, human psychology, and the
structural reality of professional trading.

Most retail software fails because it sells an illusion: an 80% or 90% win rate designed
to comfort the ego, backed by hidden structural flaws that implode the moment market
volatility shifts.

This guide outlines the mathematical reality of your first 30 days. Read it carefully.
Section 1: The Core Math — Why a 35% Win Rate is Your Edge

Retail culture is obsessed with high win rates. Turn on social media, and you will see
screenshots of bots winning 9 out of 10 trades. What those screenshots omit is the
inevitable catastrophic event where a single unhedged loss wipes out weeks of gains.

True systematic edges do not look like that. This bot is built around an asymmetric
trend-following/breakout profile:

+  Win Rate: ~35%
+  Reward-to-Risk Ratio: 3:1 (or better)
+  Profit Factor: 1.6+ (Post-commission and slippage)

Understanding Expectancy

To understand why a 35% win rate is not just acceptable, but mathematically powerful,
look at the fundamental expectancy equation:

$$\text{Expectancy} = (\text{Win Probability} \times \text{Average Win}) - (\text{Loss
Probability} \times \text{Average Loss})$$

When you win only 35 out of every 100 trades, but your winners are three times larger
than your losers, the math works heavily in your favor over a large sample size:

$$\text{Expectancy} = (0.35 \times 3.0R) - (0.65 \times 1.0R) = 1.05R - 0.65R = +0.40R
\text{ per trade}$$

Every time you execute a trade over the long run, your mathematical expectation is a
positive return of 0.40 times your risk unit. You do not need to be right most of the time



to build a profitable account; you only need your winners to significantly outweigh
your losers.

Section 2: Expecting the Inevitable — Losing-Streak Clusters

Because your win rate is 35%, consecutive losses are not an anomaly—they are a
mathematical certainty built into the DNA of the strategy.

Human psychology hates randomness in small samples. If you flip a coin, you know the
odds are 50/50, but you wouldn't be surprised to see four heads in a row. In trading, the
laws of probability dictate that losing-streak clusters will happen.

Using standard probability formulas for a 65% loss rate ($p = 0.65%), the likelihood of
hitting consecutive losses looks like this over a sample of trades:

+ 3 Losses in a Row: Highly common (occurs frequently within any standard 30-
day window).

+ 5 Losses in a Row: Statistically expected to happen multiple times over a few
months of active trading.

. 7 to 8 Losses in a Row: Rare, but entirely normal over an extended distribution
lifecycle.

The Psychological Trap

The greatest threat to your account in your first 30 days is not the market—it is your
own reaction to a standard 5-losing-streak cluster.

1. The Trap: Day 4 of running the bot results in losses #1, #2, #3, #4, and #5 back-
to-back. Panic sets in. You conclude the market has "broken" or the bot is flawed.

2. The Mistake: You manually intervene, turn off the system, or override the risk
parameters right before a massive trending regime hits that captures a 9R or 12R
winner, which wipes out the prior drawdowns and pushes the equity curve to new
highs.

3. The Rule: You cannot cherry-pick the trades. The mathematical edge only

functions if the system is allowed to execute uninterrupted across its complete
statistical sample.

Section 3: Hard Limitations & Environment Rules

No bot is a universal money printer across all conditions. This system has deliberate
boundaries:



* Regime Dependency: This bot thrives in directional, trending, or clean breakout
environments. It will experience chop and small bleed-down periods during
prolonged, low-volatility, range-bound market sessions.

+ Infrastructure Matters: Do not run automated trend-following systems on
unstable home Wi-Fi or a sleeping laptop. Latency and missed fills distort
execution pricing, eroding your 3:1 expectancy. We strongly recommend a low-
latency VPS located near the exchange data centers (Chicago).

«  Strict Capital Allocation: Because losing-streak clusters require dry powder to
survive, never risk more per trade than your account tier safely permits. If you are
trading prop firm evaluations (e.g., Apex, Topstep, My Funded Futures), ensure
your position sizing respects the trailing maximum drawdown rules before turning
the bot loose.

Section 4: Your First 30-Day Action Plan

+ Days 1-7 (Observation & Infrastructure): Deploy the bot on a simulated data
feed or a low-stress micro contract environment (e.g., MES). Verify that your
NinjaTrader connection, data subscriptions, and VPS are stable. Do not judge the
strategy by its PnL this week; judge your infrastructure.

+  Days 8-20 (The First Cluster): You will likely experience your first 3-to-5-game
losing streak during this window. Observe how you feel. If you feel the urge to
tamper with the code or shut it down, step away from the terminal. Let the math
do its job.

+ Days 21-30 (Reviewing Expectancy): Look at your metrics across a sample
size of trades. Evaluate your Profit Factor and verify that your trade execution
matched the designed parameters.

Remember: Consistency in automated trading belongs to those who respect the math,
prepare for the drawdowns, and honor the system'’s design.

DISCLAIMER

Futures, foreign currency and options trading contains substantial risk and is not for every
investor. An investor could potentially lose all or more than the initial investment. Risk capital is
money that can be lost without jeopardizing ones financial security or lifestyle. Only risk capital
should be used for trading and only those with sufficient risk capital should consider trading.

Past performance is not necessarily indicative of future results. View Full Risk Disclosure.



CFTC Rules 4.41 — Hypothetical or Simulated performance results have certain limitations,
unlike an actual performance record, simulated results do not represent actual trading. Also,
since the trades have not been executed, the results may have under-or-over compensated for
the impact, if any, of certain market factors, such as lack of liquidity. Simulated trading
programs in general are also subject to the fact that they are designed with the benefit of

hindsight.



