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The t-statistic helps calculate whether a trader is achieving their results
from pure luck and randomness OR whether a long-term sustainable approach is
behind the success.
This is VERY important as it provides a key understanding whether we are
progressing as a trader and whether we are handling our risk management
properly.
The T-stat basically indicates how much range or distribution is around your
result. When the variance is wide then there is high chance that your result was
just lucky .

However, if the variance is small then there is a higher chance that traders
will see a similar repeat of previous results in the future. That is critical for
consistency!

The higher the t-stat the better it is for you a trader (less variance). A tstat above 2.0 is considered long-term viable / sustainable. A t-stat below 1.0-1.5
is bad and a t-stat of 1.5-2.0 still needs to prove itself. The higher the better so
3, 4, 5 etc are even better than 2.
Here are the step by step instructions to calculate the T-stat yourself:
1) Choose a group of weeks, months or bunch of trades you want to
analyze. It’s good to have a sample size of minimum 30 trades. Take the % result
of each trade. Count the total of all the trades. STAP 1
2) Divide the total by number of trades to get average result per trade.
STAP 2
3) Take the % result of each setup and substract the average (point 1) per
trade.
4) Multiply the result of point 3 of each row by/times point 3

5) Count the total of point 4 for all rows.
6) Divide the average result per trade (point 1) by point 5
7) Square root of the number of trades
8) Multiply point 7 by point 6 = T-STAT
The figure STAP 8 on the spreadsheet is the T-STAT reading. Higher than
2.0 and you can be confident the methods you are using and your results a due
to skill and not due to luck.
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