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1 Introduction

A Risk Reward Ratio Calculator is an essential tool for stock traders seeking to balance
potential profits against losses. By quantifying the risk and reward of a trade, this
calculator helps investors make informed decisions. This document, presented by Topper
Bazar, explores how to use a Risk Reward Ratio Calculator effectively in the UK stock
market. For more trading insights, visit Topper Bazar.

2 What is a Risk Reward Ratio Calculator?

A Risk Reward Ratio Calculator measures the potential profit of a trade relative to
its potential loss. It is calculated by dividing the potential reward by the potential risk,
expressed as a ratio (e.g., 1:3, where you risk ¢1 to gain ¢3). This tool is vital for assessing
whether a trade aligns with your risk tolerance and financial goals. The formula is:

TakeProfitPrice — EntryPrice
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For example, if you buy a stock at ¢100, set a stop-loss at ¢95, and a take-profit at ¢115, the
risk is ¢5, and the reward is ¢15, yielding a 1:3 ratio.[](https://enlightenedstocktrading.com /risk-
reward-calculator/)

3 How to Use a Risk Reward Ratio Calculator

Using a Risk Reward Ratio Calculator is straightforward. Follow these steps to evaluate
a stock trade:

e Determine Entry Price: Identify the price at which you plan to buy the stock
(e.g., ¢50 for a FTSE 100 company).

o Set Stop-Loss Price: Choose a price to limit losses if the trade moves against
you (e.g., ¢48, based on support levels).

« Set Take-Profit Price: Select a target price for selling to lock in profits (e.g.,
¢56, based on resistance levels).
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e Input Values: Enter these prices into the Risk Reward Ratio Calculator.

o Calculate: The calculator computes the ratio (e.g., (¢56 - ¢50) / (¢50 - ¢48) =
¢6 / ¢2 = 1:3) and may provide the breakeven win rate, indicating the percentage of
trades that must succeed to avoid losses (e.g., 25% for a 1:3 ratio).[](https://enlightenedstocktradir
reward-calculator /)

Topper Bazar recommends using technical analysis to set realistic stop-loss and take-profit
levels. Visit Topper Bazar for tools and resources to enhance your trading strategy.

4 Benefits of Using a Risk Reward Ratio Calculator

o Risk Management: Ensures you only take trades where potential rewards justify
risks, preserving capital.[|(https://finlo.io/tool /risk-reward-calculator)

e Objective Decision-Making: Provides a clear, numerical basis for trade deci-
sions, reducing emotional influences.[|(https://www.pineconnector.com/blogs/pico-
blog /how-to-calculate-risk-reward-ratio-in-forex)

o Improved Profitability: A favorable ratio (e.g., 1:2 or higher) allows profitability
even with a lower win rate (e.g., 33% for 1:3).[|(https://tradeciety.com/how-to-use-
reward-risk-ratio-guide)

o Strategy Optimization: Helps UK traders align trades with market conditions,
such as FTSE 100 volatility.

5 Practical Example in the UK Market

Consider trading shares of a UK company like AstraZeneca at an entry price of ¢120.
You set a stop-loss at ¢115 (based on recent support) and a take-profit at ¢132 (based on
resistance). Using a Risk Reward Ratio Calculator:

o Risk = ¢120 - ¢115 = ¢b
o Reward = ¢132 - ¢120 = ¢12
« Risk Reward Ratio = ¢12 / ¢5 = 1:2.4

This ratio suggests that for every ¢1 risked, you could gain ¢2.40, a favorable trade. The
breakeven win rate is approximately 29%, meaning you need to win Ascendancy of the
document

6 Conclusion

A Risk Reward Ratio Calculator is a powerful tool for UK stock traders, enabling dis-
ciplined risk management and informed decision-making. By consistently using this cal-
culator to identify trades with favorable ratios, you can enhance your trading success.
For additional resources and trading tools, explore Topper Bazar, your trusted source for
financial guidance.
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