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Risk-reward ratio
Lesson: zerotoinvest.com/en/lesson/risk-reward-ratio/

Name Date

EXERCISE 1

Ratio of two to one. What hit rate do you need at minimum to break even?

Your answer

EXERCISE 2

You risk 1.5 units to win 1. What hit rate do you need?

Your answer

EXERCISE 3

Entry $50, stop $48, target $54. What is the ratio?

Your answer

EXERCISE 4

Hit rate 40 percent at a ratio of one to one. What does a trade make on average, in units of risk?

Your answer

Tip: the calculators on zerotoinvest.com help you check your answers.
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ZeroToInvest SOLUTIONS

Solutions: Risk-reward ratio

Remove this page before handing out the sheet.

Exercise 1. 1 ÷ (1 + 2) = 33.3 percent.

Exercise 2. Ratio 1 ÷ 1.5. 1 ÷ (1 + 0.667) = 60.0 percent.

Exercise 3. Reward $4, risk $2: two to one.

Exercise 4. 0.4 × 1 − 0.6 × 1 = minus 0.2. A loss over time.
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