
Setting Daily and Monthly Loss Limits Before You
Trade
Every trader starts with a chunk of capital and a plan to grow it. Without a clear boundary on
how much you are willing to lose in a single day or over a month, a single bad run can wipe out
weeks of progress. The idea is not to avoid losses completely - that is impossible - but to
decide in advance how much loss you will accept before stepping away. This article walks
through the practical steps to set those limits so that your trading stays within the boundaries
of sensible risk management.

Understand Your Total Trading Capital
The first step has nothing to do with charts or indicators. It is about knowing the exact amount
of money you have set aside for trading - money you can afford to lose without affecting your
rent, bills, or savings. This is your trading capital. Many beginners make the mistake of
including emergency funds or money needed for fixed expenses. That creates pressure to
chase losses, which almost always leads to bigger losses.

Write down the number. It should be a single figure that represents the maximum you are
willing to put at risk in the markets. This figure becomes the anchor for every limit you set
afterward. If your trading capital is small, your daily and monthly limits will naturally be smaller.
That is fine. The goal is to stay in the game long enough to learn and improve.

Decide on a Risk Percentage Per Trade
Once you know your total capital, the next step is to decide what fraction of it you will risk on
any single trade. A common rule among experienced traders is to risk no more than 1% to 2%
of their capital per trade. This is sometimes called the risk percentage. If your capital is $5,000,
a 1% risk means each trade puts $50 at stake. That might feel small, but it protects you from a
losing streak that would otherwise drain your account quickly.

Position size follows naturally from this percentage. If you are trading forex, for example, you
calculate the lot size that matches your chosen dollar risk. If you trade stocks, you decide how
many shares to buy based on the stop-loss distance. The important thing is that the
percentage is fixed before you enter the trade. That discipline prevents you from doubling
down when the market moves against you.

Set Your Daily Loss Limit



A daily loss limit is the maximum amount you are willing to lose in a single trading day. It is
usually expressed as a percentage of your total capital. Many traders set this at 3% to 5% of
their capital. Using the same $5,000 example, a 5% daily loss limit means you stop trading for
the day once your total losses reach $250.

The logic is straightforward. If you have already lost 5% of your capital in one day, your
judgment is likely impaired. The temptation to revenge-trade - to take bigger risks to recover
the loss - is at its strongest. By having a hard stop, you protect yourself from turning a bad day
into a catastrophic one. Write the daily limit on a sticky note or set it in your trading platform if
the platform supports it. Do not override it mid-session.

Set Your Monthly Loss Limit
The monthly loss limit works the same way but over a longer period. A typical figure is 10% to
15% of your total capital per month. If you hit that limit, you stop trading for the rest of the
month. This is harder to follow than a daily limit because the pain is spread out. You might
have a good week, then a bad week that pushes you close to the monthly cap. The discipline is
to close the platform and wait for the next month.

Monthly limits serve a different purpose than daily limits. They protect you from a sustained
losing streak that slowly grinds down your capital. A trader who loses 3% every day for a week
is down 15% in five days. Without a monthly cap, that trader could continue and lose half their
capital before realising something is wrong. The monthly limit forces a pause - a chance to
review your trades, your strategy, and your emotional state before risking more money.

Account for Drawdown and Losing Streaks
Drawdown is the peak-to-trough decline in your account balance. It measures how much you
have lost from your highest point. A losing streak is a series of consecutive losses. Both are
normal in trading. The key is to plan for them in advance. If your strategy has a 40% win rate,
you will have losing streaks of three, four, or even five trades in a row. Your daily and monthly
limits should be wide enough to survive those streaks without hitting the stop button too early,
but tight enough to prevent a total wipeout.

One way to test this is to simulate a losing streak. Take your risk percentage and multiply it by
the number of consecutive losses you might face. For example, if you risk 2% per trade and
expect a streak of five losses, your total loss would be 10% of capital. That should still leave
you within your monthly limit. If it does not, adjust your risk percentage downward or increase
your capital before you start trading for real.

Use Stop Losses and Leverage Wisely



A stop-loss order is a tool that automatically closes a trade when the price moves against you
by a set amount. It is not a substitute for a daily or monthly limit, but it supports them. If you
set a stop loss at 1% of your capital per trade, and you have a daily limit of 5%, you can survive
five losing trades before the daily limit kicks in. That gives you a buffer against random market
noise.

Leverage magnifies both gains and losses. If you use high leverage, your risk percentage per
trade needs to be much smaller to stay within your limits. A trader using 50:1 leverage might
risk only 0.5% of capital per trade because the potential loss is amplified. The margin call from
your broker is a real danger when leverage is high. Setting limits becomes even more critical in
that situation because a single bad trade can exceed your daily loss limit in minutes.

Track Your Progress With a Journal
Writing down every trade - the entry price, exit price, stop loss, risk percentage, and the result -
helps you see whether your limits are working. A journal also reveals patterns. You might
notice that you hit your daily limit more often on Mondays or after a big win. That awareness
lets you adjust your limits or your schedule. Many traders on platforms like inspirasidunia.com
use a simple notebook or spreadsheet to log their trades and review them weekly. The habit of
reviewing what went wrong is as important as setting the limits themselves.

Review and Adjust Your Limits Periodically
Your trading capital changes over time. If you grow your account, your daily and monthly limits
should grow with it - but only if your strategy is proven. If you are still in the first 90 days of
trading, it is safer to keep limits tight even if your capital increases. A common mistake is to
increase limits after a lucky streak, only to give back the gains in the next week.

Set a fixed review date - once a month is a good rhythm. On that date, look at your capital, your
win rate, and your drawdown. Ask yourself whether your limits protected you or held you back.
If you consistently hit your daily limit and then recover the next day, your daily limit might be
too tight. If you never come close to the limit, it might be too loose. Adjust by small amounts -
1% at a time - and test the new level for another month.

For traders who want structured guidance on these early decisions, resources like
inspirasidunia.com offer a framework built around realistic risk management and consistent
practice. The site focuses on the first 90 days of trading, when habits are formed and mistakes
are most expensive. Following a process that includes setting loss limits before placing a trade
gives you a clear edge over someone who trades by instinct alone.

What to Watch Out For

https://inspirasidunia.com/90-hari-pertama-trading/


Even with limits in place, the biggest risk is yourself. The urge to override a limit is strongest
when you are on a losing streak. You might tell yourself that the next trade will turn it around.
That is exactly the moment to close the platform and walk away. Another danger is setting
limits that are too wide to be useful. A daily loss limit of 20% of capital is almost meaningless
because it allows you to lose a fifth of your account in a single day. Keep limits tight enough
that hitting them feels uncomfortable but survivable.

Also watch for platform features that might work against your limits. Some brokers offer one-
click leverage increases or margin extensions. Those features can tempt you to take on more
risk than you planned. Treat them as warnings, not opportunities. Your limits are there to
protect your capital, and no trading platform has your long-term interests at heart more than
you do.

Finally, remember that setting limits is not a one-time task. It is a habit that you practice every
time you open your trading screen. The more consistently you follow your own rules, the more
natural they become. Over time, limits stop feeling like restrictions and start feeling like the
foundation of a sustainable trading practice.


