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How to Set a Take-Profit
Where to place the order that banks a gain, how to derive it from your risk, and
why crypto makes the target harder to hold.
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A take-profit is the order that decides, in advance, the price at which you will walk away
from a winning trade. It is the mirror image of a stop-loss: where the stop caps what a trade
can cost you, the take-profit fixes what it can pay you. Both are pre-commitments made
while you are calm, so the trade closes on a rule rather than a feeling. The take-profit is the
harder half to honour — because closing a losing trade feels like relief, while closing a
winning one feels like leaving money on the table.

This report sets out what a take-profit is at the level of order mechanics, how to derive one
from the risk-reward ratio you set before entry, how traders choose the level, the
behavioural trap that pulls the target inward, and the frictions that make crypto targets
harder to reach.
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What a take-profit actually is

A take-profit order is a standing instruction to close a position, in whole or in part, once
price reaches a level that is favourable to you. On a long position that level sits above your
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entry; on a short, below it. The mechanism is not exotic — in most cases a take-profit is
simply a limit order resting on the exit side of your position, set to sell at your target price or
better.

A common shorthand overstates the case, though. A take-profit is not a distinct order type
so much as a purpose a limit order serves, and it need not always be a limit. Many venues,
especially derivatives platforms, distinguish a take-profit limit (a target that fires a limit
order — price guaranteed, fill not) from a take-profit market (a target that fires a market
order — fill guaranteed, price not). The difference is not academic: in a fast move, a limit
resting at your target may go unfilled if price touches the level and snaps back before enough
volume trades there. That trade-off — price-but-not-fill versus fill-but-not-price — runs
through everything that follows.
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The arithmetic: from risk to a target price

The cleanest way to place a take-profit is to derive it, not guess it. Once you have an entry
and a stop, your risk per unit is defined: for a long it is entry minus stop; for a short, stop
minus entry. That distance is your R — one unit of risk. A take-profit is then just a chosen
multiple of R projected in the profitable direction.

For a long, the target price is entry plus N times risk. Take an entry of 100 and a stop at 90:
risk is 10. A two-R take-profit sits at 100 + 2×10 = 120; a three-R target at 130. The reward-
to-risk ratio of the trade is nothing more than target distance divided by risk distance.
Deciding the multiple first — a question of how much you risk per trade and what return
justifies it — forces the target to follow from the plan rather than from hope.

One caution belongs here: a favourable ratio does not, by itself, make a strategy profitable. A
three-to-one target means nothing without a hit rate to weigh it against — the ratio sets the
size of the reward; whether it is worth taking depends on how often the target is reached, a
point we return to in section 06.
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One target, or scaling out

The simplest take-profit closes the whole position at a single price. It is binary and clean: the
trade works or it does not, and there is nothing to manage. Its weakness is that it forces one
decision to be right — the level either gets hit before a reversal, or it does not.
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The alternative is to scale out: exit in tranches at successive levels, banking a portion of the
gain while leaving a remainder — a “runner” — exposed to further movement. A trader
might sell a third at the first target, a third at the second, and let the last run behind a
trailing exit. Scaling out is best understood as a way to reconcile two competing impulses,
not as a proven edge: splitting the exit changes the payoff distribution and, depending on
the path price takes, can raise or lower the result. There is no canonical ladder — any fixed
rule such as “always sell half at one R” is a convention, not a law. What it reliably does is
lower the emotional cost of the decision, which, as section 06 argues, is often the real
obstacle.
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Trailing the target

A fixed take-profit answers “how far” before the trade begins. A trailing stop answers it as
the trade unfolds. Instead of a set price, it follows the market by a fixed distance or
percentage: as a long rises, the trail ratchets up behind the high-water mark; when price
pulls back, the trail holds — it never moves down. If the market reverses by the trailing
distance from its peak, the order fires and closes the position.

The appeal is that it lets profits run while still locking gains. But two facts temper it. First, a
trailing stop never exits at the top; by construction it triggers only after a reversal of the trail
distance, so the realised exit is always below the peak. Second, the fill is typically at market
and subject to slippage, so even the locked-in level is an approximation. Trailing is a tool for
open-ended trends, not a way to sell the exact high.
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How traders choose the level

Beyond a mechanical R multiple, most methods for choosing a target read the market rather
than the account. Each has a clear logic; none is “best,” and any source quoting a win rate
for one should be treated with suspicion.

Support and resistance places the target just short of a level where price has stalled before,
on the reasoning that sellers cluster there. Prior swing highs use a recent local extreme as
the objective. Fibonacci extensions project ratios such as 1.272 or 1.618 from an earlier
move. A measured move takes the size of a prior swing and projects it forward from a
breakout. Round numbers exploit the order-clustering at psychologically significant prices.



Moving averages offer a dynamic reference that shifts with the trend. And ATR-based
targets set the exit a multiple of average true range away, scaling the objective to current
volatility.

The practical point is not to pick the “correct” method but to pick one, define it before entry,
and let the structure of the chart — not the pull of the position — place the line.

A stop-loss protects you from the market. A take-profit protects you from yourself. The
first closes a trade you were wrong about; the second closes a trade you were right
about — which is why it is so much harder to leave in place.

0 6

Why we cut winners short

The behavioural literature explains why traders sabotage their own exits. The disposition
effect — named by Hersh Shefrin and Meir Statman in 1985 — is the documented tendency
to sell winners too early and hold losers too long. Its engine is prospect theory, the 1979
work of Daniel Kahneman and Amos Tversky: because the value we place on gains is
concave, a trader in profit becomes risk-averse over further gains and grasps at the sure
thing, closing early rather than letting the position run toward a larger but uncertain reward.
The same asymmetry, inverted, keeps losers open. A predefined take-profit exists to blunt
this pull.

Expectancy keeps the pull in check. Written out, it equals win rate times average win, minus
loss rate times average loss — which shows why a high hit rate proves nothing on its own:
win nine trades in ten for a unit each, lose the tenth for ten units, and expectancy is negative
despite a ninety-percent win rate. Setting a target closer usually raises the win rate but
shrinks the average win; setting it farther does the reverse. Only the two judged together
decide whether the exit is worth taking. The take-profit is not a place to be right often; it is a
place to be right enough, by enough.
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Bracketing the trade, then leaving it alone

Once a target and a stop are both defined, the clean way to hold them is a one-cancels-the-
other order — an OCO, sometimes called a bracket. It links the take-profit limit and the



stop-loss so that whichever fills first automatically cancels the other, preventing a double fill
or an orphaned order left resting after the position is gone. It turns two intentions into one
self-managing structure — which matters most when you are not watching.

The harder discipline is what happens after. The most common failure is not choosing the
wrong level but moving the right one: extending the target when a trade works, because
greed reframes the plan as too modest; or pulling it in when anxiety rises, cutting a winner
short. Both let the emotion the plan was meant to neutralise back into the decision. A target
you will move under pressure is not a target; it is a suggestion.
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Why crypto makes the target harder

Crypto strains take-profit discipline in ways equities do not. Markets run continuously — no
closing bell pauses an overnight move — so a target can be reached at any hour, including
while you sleep. That makes a resting take-profit far more valuable than a plan to sell
manually when you next look: if the order is not on the book, the move can come and go
without you.

Volatility sharpens the fill problem from section 01. In a fast, reversing move, liquidity at
your target can be consumed in an instant, so a take-profit limit may fill only partially or not
at all before price snaps back. On thinner small-cap books, a large exit order can move the
market against you as it fills — the case where scaling out earns its keep. Sharp wicks
compound this: a brief spike can touch a resting target and reverse, filling you on noise. That
the wick triggered your order is real; the popular claim that such moves are deliberate “stop-
hunting” is an interpretation, not a fact, and thin liquidity or cascading liquidations explain
most of them without any intent.

Leverage adds a harder constraint. A margin position carries a liquidation price, and if the
target sits far away while the position is thinly collateralised, price can reach liquidation
before it ever reaches the target — the trade closed for you, at a loss, the objective never in
play. On perpetual futures, funding payments accrue while you wait, eroding a long held
open for a distant goal. And in most jurisdictions, taking profit is a taxable event, though
treatment varies by country and is a matter for a professional, not a trading plan. None of
this changes the arithmetic of a target; it changes whether the target survives long enough to
be reached.



“To every thing there is a season, and a time to every purpose under the heaven: a
time to plant, and a time to pluck up that which is planted.”

ECCLESIASTES 3 :1–2

 

Methodology & Sources

This report treats order mechanics and behavioural findings as separate classes of evidence.
Order-type definitions — take-profit limit versus market, OCO/bracket behaviour, and
trailing-stop mechanics — are standardised industry conventions, and exchange-specific
features (naming, availability by product and region) vary by venue and should be
confirmed in current documentation. The arithmetic in section 02 is illustrative, not a claim
about any asset. The behavioural attributions are documented: the disposition effect to
Shefrin and Statman (1985) and prospect theory to Kahneman and Tversky (1979). We
deliberately omit win-rate statistics, funding rates, leverage ratios, slippage figures, and tax
rules, none of which can be stated reliably in the general case. Related reading: position
sizing and entry tiers.
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