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1. Executive Summary 
This General Risk Disclosure has been prepared by MTX TraderLab to provide a clear institutional overview of 
the principal risks associated with trading, quantitative research, systematic strategies, model-based analysis, 
leveraged instruments, derivatives, margin-based products and technology-supported trading infrastructure. 

The purpose of this document is to explain that financial markets involve material risks, including the risk of 
substantial losses. No quantitative model, risk management framework, money management process, trading 
signal, analytical tool, back-test, simulation, historical report or technology infrastructure can eliminate market 
risk, model risk, execution risk, liquidity risk, operational risk or capital loss. 

MTX TraderLab develops quantitative technology, research infrastructure, systematic trading frameworks, 
analytical tools and risk-oriented systems. This document does not describe MTX TraderLab as an investment 
manager, financial adviser, broker, custodian, fund operator or provider of a public investment product. 

Any institutional or professional counterparty reviewing MTX TraderLab materials, systems, reports, research 
outputs or analytical documentation should conduct its own independent assessment and should not rely on 
any document, model, signal, analysis or communication as a guarantee of future results. 

This disclosure should be read together with any other relevant MTX TraderLab document, including system 
overviews, risk framework descriptions, performance reports, back-tested or simulated materials, technical 
documentation and any contractual or due diligence documentation provided in a specific context. 

2. Purpose of this Disclosure 
The purpose of this General Risk Disclosure is to identify and explain key risk categories that may be relevant 
when reviewing quantitative trading systems, systematic strategies, market analysis, financial instruments, 
trading infrastructure and related institutional documentation. 

This document is intended to support a conservative and transparent communication standard. It does not 
provide an exhaustive list of all possible risks. Additional risks may arise depending on the specific instrument, 
market, broker, execution venue, jurisdiction, technology environment, data source, strategy configuration, 
capital allocation model or operational setup. 

This disclosure is intended to clarify that: 
 
 
• trading financial instruments involves risk; 
• losses may be substantial; 
• leveraged and margin-based instruments may amplify 

losses; 
• historical, simulated or back-tested performance does not 

guarantee future performance; 

• models may fail, deteriorate or behave differently in 
live market conditions; 

• risk controls may reduce but cannot eliminate losses; 
• technology and operational processes may fail or 

produce incorrect outputs; 
• institutional counterparties are responsible for their 

own due diligence and decision-making. 

 
This document is provided for informational and institutional communication purposes only. 

3. General Trading Risk 
Trading financial instruments involves the risk of loss. 

Financial markets are influenced by a wide range of factors, including economic data, interest rates, inflation, 
liquidity conditions, geopolitical events, central bank decisions, corporate activity, market sentiment, volatility 
shocks, systemic stress, unexpected news and changes in market structure. 

The value of financial instruments may rise or fall rapidly. Losses may occur over short periods of time and may 
exceed expectations based on historical behaviour. 

Trading risk may arise from: 
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• adverse price movements; 

• unexpected volatility; 
• liquidity deterioration; 
• execution delays; 
• market gaps; 

• slippage; 

• widening bid-ask spreads; 

• margin changes; 
• broker or exchange restrictions; 
• concentration in specific instruments or markets; 
• failure of assumptions used in a trading model. 

 
 
No trading system or analytical framework can guarantee positive returns or prevent losses. 

4. Futures, Derivatives and Leveraged Instruments 

Risk 
Futures, options, derivatives, foreign exchange products and other leveraged or margin-based instruments 
involve significant risk. 

These instruments may provide exposure that is larger than the capital initially committed. As a result, relatively 
small movements in the underlying market may generate large gains or losses. 

Risks associated with futures, derivatives and leveraged instruments may include: 
 
 
• amplified market exposure; 

• rapid capital deterioration; 
• margin calls; 
• forced liquidation; 
• exchange or broker margin changes; 

• contract rollover risk; 

• expiry and delivery-related risk; 
• liquidity and spread risk; 
• pricing model risk; 
• leverage-related drawdown acceleration. 

 
 
Professional and institutional counterparties should ensure that they fully understand the characteristics, 
margin requirements, contract specifications, settlement rules, expiry mechanics and risk profile of any 
instrument before using it in a systematic framework. 

5. Market Risk 
Market risk is the risk that the value of a financial instrument or portfolio will change due to movements in 
market prices. 

Market risk cannot be eliminated. It may affect individual instruments, asset classes, strategies, sectors, 
currencies, commodities, futures contracts, indices, interest rate products and portfolios. 

Market risk may be caused by: 
 
 
• changes in price levels; 
• changes in volatility; 
• macroeconomic events; 

• central bank policy; 
• geopolitical developments; 

• earnings or corporate events; 
• commodity supply and demand shocks; 
• changes in interest rates; 

• changes in inflation expectations; 
• systemic market stress. 

 
A quantitative model may be designed to operate under certain market assumptions, but actual market 
behaviour may differ materially from historical patterns or expected conditions. 

6. Liquidity Risk 
Liquidity risk is the risk that an instrument cannot be traded at the expected price, size or time. 

Liquidity may vary significantly across instruments, markets, trading sessions, contract expiries, economic events 
and stress conditions. 
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Liquidity risk may result in: 
 
 
• wider bid-ask spreads; 

• increased slippage; 
• partial fills; 
• delayed execution; 

• inability to enter or exit positions; 

• market impact; 
• poor execution quality; 
• forced liquidation at unfavourable prices. 

 
 
Liquidity conditions observed during historical analysis or backtesting may not reflect actual live execution 
conditions. 

A strategy that appears robust under historical assumptions may experience materially different results if live 
liquidity is insufficient or if transaction costs increase. 

7. Volatility Risk 
Volatility risk is the risk that market fluctuations increase beyond expected levels or change in a way that affects 
strategy behaviour. 

High volatility may increase trading losses, margin requirements, slippage, execution uncertainty and drawdown 
speed. 

Low volatility may also create risk, particularly for strategies that depend on market movement, trend 
persistence or sufficient price dispersion. 

Volatility risk may affect: 
 
 
• signal frequency; 

• stop behaviour; 
• trade distribution; 
• drawdown profile; 

• margin usage; 

• position sizing; 

• liquidity; 
• execution quality; 
• strategy stability. 

 
 
Historical volatility may not represent future volatility. Volatility regimes may change suddenly and may remain 
unstable for extended periods. 

8. Margin and Leverage Risk 
Margin and leverage can materially increase risk. 

Margin requirements may change over time and may be adjusted by brokers, exchanges, clearing houses or 
other market infrastructure providers. These changes may occur during periods of market stress, increased 
volatility or reduced liquidity. 

Margin and leverage risk may include: 
 
 
• margin calls; 
• forced position reduction; 
• forced liquidation; 

• reduced available capital; 

• increased portfolio pressure; 
• inability to open new positions; 
• concentration of margin usage; 

• leverage-driven drawdown acceleration. 

 
 
A position that appears acceptable under one margin environment may become unsuitable if margin 
requirements increase or if available capital decreases. 

Risk controls and position sizing rules may reduce margin-related risk, but they cannot guarantee protection 
from adverse market movements or margin changes. 
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9. Execution, Slippage and Transaction Cost Risk 
Execution risk is the risk that trades are not executed at the expected price, size or time. 

Slippage occurs when the actual execution price differs from the expected or modelled price. Transaction costs 
include commissions, fees, spreads, financing costs, exchange fees, broker costs and other costs associated with 
trading activity. 

Execution, slippage and transaction cost risk may affect: 
 
 
• net performance; 
• average trade profitability; 
• drawdown; 

• risk-adjusted returns; 

• stop behaviour; 
• strategy scalability; 
• capital efficiency; 

• live trading results compared with simulations. 

 
 
Backtests and simulations may underestimate the impact of real-world execution costs. Even small differences 
in costs or slippage may materially affect strategies with frequent trades, tight profit targets or narrow average 
trade expectancy. 

10. Model Risk 
Model risk is the risk that a quantitative model is incorrect, incomplete, unstable, overfitted, misapplied or no 
longer suitable for current market conditions. 

A model may perform differently from expectations due to: 
 
 
• incorrect assumptions; 
• data errors; 

• parameter instability; 
• regime changes; 
• overfitting; 

• curve fitting; 

• insufficient out-of-sample validation; 
• changes in market structure; 

• excessive sensitivity to specific conditions; 
• implementation errors; 
• deterioration of signal quality. 

 
 
A model that has performed well historically may fail in the future. Model performance may deteriorate 
gradually or suddenly. 

Model risk cannot be eliminated. It can only be monitored, reviewed and managed through disciplined research, 
validation, robustness testing and ongoing risk controls. 

11. Quantitative Strategy Risk 
Quantitative strategies are based on rules, data, assumptions, calculations and model outputs. 

A systematic strategy may generate losses even when it operates exactly as designed. Rule-based execution does 
not remove risk and does not guarantee favourable outcomes. 

Quantitative strategy risk may include: 
 
 
• signal failure; 
• false signals; 
• delayed signals; 

• excessive trade frequency; 
• insufficient trade frequency; 
• adverse regime exposure; 

• unstable parameter behaviour; 
• loss clustering; 
• prolonged drawdown; 

• reduced profitability; 
• strategy crowding; 
• unexpected correlation with other models or markets. 
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The fact that a strategy is systematic does not make it risk-free. Systematic strategies may experience extended 

periods of underperformance. 

12. Backtesting and Simulation Limitations 
Backtesting and simulation are useful research tools, but they have important limitations. 

Backtested, simulated or hypothetical results do not represent actual trading and should not be interpreted as 
guarantees of future performance. 

Limitations may include: 
 
 
• hindsight bias; 

• overfitting; 
• data-snooping bias; 
• survivorship bias; 

• look-ahead bias; 
• simplified execution assumptions; 
• underestimated slippage; 

• underestimated transaction costs; 

• unavailable historical liquidity conditions; 
• differences between historical and live marginrequirements; 
• changes in market structure; 
• incomplete data; 
• revised or corrected historical data. 

 
 
A model may appear profitable in a backtest and still fail in live trading. 

Any backtested or simulated result should be evaluated together with its assumptions, data sources, limitations, 
costs, risk profile and operational constraints. 

13. Data Quality and Operational Risk 
Quantitative systems depend on data quality. 

Data errors, missing data, duplicated data, stale data, incorrect prices, contract mapping errors, symbol changes, 
corporate actions, adjustment errors, timestamp issues or database inconsistencies may affect calculations, 
signals, risk metrics and reports. 

Operational risk may include: 
 
 
• data feed interruptions; 
• database update failures; 

• incorrect data validation; 
• calculation errors; 
• batch processing failures; 

• reporting errors; 
• system configuration errors; 

• incorrect instrument metadata; 
• margin data errors; 
• broken mappings between instruments and datasources. 

 
 
Controls may reduce the probability of operational errors, but they cannot eliminate operational risk entirely. 
Any institutional counterparty should consider operational risk as part of its due diligence process. 

14. Technology and Infrastructure Risk 
Technology-supported trading and quantitative research depend on software, hardware, networks, databases, 
data vendors, brokers, third-party services and operational procedures. 

Technology risk may include: 
 
• software defects; 
• system outages; 

• server failures; 
• network interruptions; 
• database corruption; 

• data pipeline failures; 
• API failures; 

• broker connectivity issues; 
• dashboard or reporting errors; 

• automation failures; 
• monitoring failures; 
• cybersecurity events; 

• dependency on third-party services. 
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Technology infrastructure may fail or behave unexpectedly. Monitoring, logging, alerting and operational 
controls may reduce risk, but they do not guarantee continuous availability or error-free operation. 

15. Portfolio and Concentration Risk 
Portfolio risk arises when multiple instruments, strategies or exposures interact with one another. 

A strategy that appears acceptable in isolation may increase overall risk when combined with other strategies 
or instruments. 

Portfolio and concentration risk may include: 
 
 
• excessive exposure to one market; 
• excessive exposure to one asset class; 

• correlated strategy behaviour; 
• overlapping directional exposure; 
• concentration of margin usage; 

• simultaneous drawdown across models; 
• increased portfolio volatility; 

• hidden exposure to common risk factors; 
• reduced diversification during stress periods. 

 
 
Diversification does not guarantee protection from losses. Correlations may increase during market stress, and 
instruments that appear diversified under normal conditions may move together during adverse market events. 

16. Drawdown and Capital Loss Risk 
Drawdown is an inherent part of trading. 

A drawdown may be temporary or prolonged. It may be shallow or severe. Historical drawdown levels may not 
represent future drawdown levels. 

Capital loss risk may include: 
 
 
• realised trading losses; 

• unrealised mark-to-market losses; 
• margin-related losses; 
• loss acceleration due to leverage; 

• losses caused by gaps or illiquid markets; 

• loss clustering; 
• prolonged recovery periods; 
• failure to recover prior equity highs. 

 
 
Risk management frameworks may define drawdown controls, exposure reduction rules or suspension logic. 
However, such controls cannot guarantee that losses will be limited to a specific level or that capital will be 
preserved. 

17. No Guarantee of Performance 
MTX TraderLab does not guarantee any investment result, trading outcome, performance level, return, 
drawdown limit, risk reduction, capital preservation, execution quality or future profitability. 

Any historical, simulated, hypothetical, backtested or analytical result should be understood as informational 
and subject to assumptions and limitations. 

Past performance is not a guarantee of future results. Simulated performance is not live performance. Risk 
metrics may change over time. 

No document, model, system, report, dashboard, strategy description, signal framework or risk framework 
should be interpreted as a guarantee that losses will not occur. 

18. No Investment Advice 
This document does not constitute investment advice, financial advice, portfolio management advice, tax 
advice, legal advice, brokerage advice or a recommendation to buy, sell, hold or trade any financial instrument. 
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MTX TraderLab does not use this document to recommend any investment strategy, financial instrument, broker, 
execution venue, portfolio allocation or trading decision. 

Any institutional or professional counterparty must make its own independent assessment based on its own 
objectives, constraints, risk tolerance, regulatory obligations, investment policy and governance framework. 

19. Professional Counterparty Responsibility 
Professional and institutional counterparties are responsible for conducting their own due diligence. 

Such review may include, where relevant: 
 
 

• legal review; 

• regulatory review; 

• operational due diligence; 

• technology due diligence; 

• risk due diligence; 

• model review; 

• performance review; 

• data review; 

• broker and execution review; 
• margin and leverage assessment; 

• governance review; 

 
 
Counterparties should not rely solely on any document, report, model, system description or communication 
provided by MTX TraderLab. 

Any decision to engage with, evaluate, integrate, use or rely on any MTX TraderLab system, analysis, model 
output or documentation must be made independently by the relevant counterparty. 

20. Proprietary Methodology and Limitations 
MTX TraderLab may use proprietary research, models, processes, indicators, scoring logic, risk procedures, 
allocation methods, technology infrastructure and analytical frameworks. 

Public documentation may describe these components at a high level, but it does not disclose proprietary logic, 
formulas, code, parameters, model rules, scoring methodologies, signal thresholds, ranking logic or confidential 
operational procedures. 

This means that a public document may not contain all details necessary for a complete technical replication of 
any system, model or framework. 

More detailed documentation may be made available only where appropriate, and may be subject to 
qualification, contractual restrictions, confidentiality obligations or non-disclosure arrangements. 
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21. Contact Information 
MTX TraderLab 

6 Westmoreland Street 

Harrogate 

United Kingdom 

HG1 5AT 

Website: mtxtraderlab.com 

Email: info@mtxtraderlab.com 
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