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trading firms versus using your own capital in building

your own independent trading business.
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Understanding Prop Trading: Definition and

Key Characteristics

Proprietary Trading Firms
Companies that trade financial
instruments using their own capital
rather than client funds, employing

traders to generate profits.

Performance-Based Model
Traders receive profit splits
typically ranging from 50-90%
while the firm provides capital,

technology, and infrastructure.

Scalable Operations
Firms can allocate millions in
trading capital to proven
performers, far exceeding

individual capacity.
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The Capital Advantage: Access to Substantial

Capital for Trading Accounts

Prop Trading Capital Access

e Initial allocation: $25K-$200K typically
e Scaling potential: Up to $1M+ for top performers
e No personal financial risk beyond evaluation fees

 Immediate access to institutional-level buying power

Personal Trading Limitations

Limited by personal savings and credit
Slow capital accumulation through profits
Full personal financial exposure

Margin requirements reduce effective capital
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Risk Management: Trading with the Firm's

Money vs. Personal Capital

Limited Personal
Liability
Prop traders risk only evaluation
fees and potential profit sharing,

protecting personal wealth from

devastating losses.

Structured Risk Controls Psychological Benefits

Firms implement daily loss
limits, position sizing rules, and
automated risk management

systems to protect capital.

Trading firm capital reduces
emotional stress and fear-based
decision making that often
plague personal account

traders.
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Infrastructure Benefits:
Advanced Technology and
Trading Tools

ﬁ Professional Platforms

AR SN

Access to institutional-grade trading software, advanced

charting tools, and proprietary algorithms.

N | ‘ Premium Data Feeds
Real-time market data, Level Il quotes, and specialized

analytics that cost thousands individually.
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Knowledge Ecosystem: Learning from

Experienced Traders

Mentorship Programs Collaborative Environment Performance Analytics

Direct access to and coaching from Daily interaction with peers, strategy Detailed performance tracking and
successful traders and structured discussions, and shared market feedback help identify strengths and
learning paths accelerate skKill insights enhance trading education. areas for improvement.

development.
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Career Path Considerations: Skill Development

and Networking

Prop Trading Career Benefits

e Structured progression paths to senior roles
e Industry connections and networking opportunities
e Credential building for future opportunities

e Potential transition to hedge funds or banks

Independent Trading Challenges

Isolated learning environment
Limited industry credibility building
Difficulty scaling without institutional backing

Higher barrier to entry for elite opportunities
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Financial Comparison: Fee Structures vs. Full

Profit Retention

50-907% 1007 $2-5K

Prop Trading Split Personal Trading Monthly Overhead
Typical profit sharing after firm covers Full profit retention but must cover all Estimated independent trader costs for

all costs and provides capital technology, data, and capital costs professional setup and data feeds
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Regulatory and Compliance Differences

Between Both Approaches

o

Prop Trading Compliance Independent Compliance
Firm handles regulatory requirements, reporting, and Personal responsibility for tax reporting, pattern day
compliance monitoring. Traders focus purely on trading rules, and potential registration requirements.
performance.
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Decision Framework: Choosing the Right Path for Your

Trading Career

Evaluate Resources
Analyze your available capital, risk
tolerance, and technical infrastructure

needs
Assess Your Goals

Consider if you prioritize capital access,

learning, or full profit control
Consider Experience

Newer traders often benefit from a prop firm
ul]“ structure while experienced traders may

prefer independence

e The optimal choice depends on your experience level, capital availability, and long-term career objectives in trading.

Explore Opportunity with Paragon Elite Trading
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