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1. Executive Summary 
This Backtested, Simulated and Hypothetical Performance Disclosure has been prepared by MTX TraderLab to 

explain the principal limitations, assumptions and risks associated with non-live performance information.  

Non-live performance information may include backtested results, simulated results, hypothetical returns, 

modelled equity curves, historical simulations, strategy research outputs, reconstructed performance, scenario 

analysis, stress tests, illustrative portfolio results, risk metrics derived from historical data and any other analytical 

output that does not represent actual trading activity in a live account under real market conditions. 

Backtesting and simulation may be useful tools for quantitative research, model validation, strategy comparison, 

risk analysis and institutional review. However, they have material limitations. 

Backtested, simulated and hypothetical results are not equivalent to live trading results and should not be 

interpreted as guarantees, forecasts or reliable indicators of future performance. 

MTX TraderLab may use historical data, quantitative models, systematic rules, research assumptions, risk controls, 

money management logic, cost assumptions and portfolio aggregation methods to evaluate how a model or 

framework may have behaved under historical or simulated conditions. 

Such analysis is inherently limited. It may not fully reflect execution conditions, slippage, transaction costs, liquidity 

constraints, market impact, margin changes, broker rules, operational delays, data errors, real-time decision 

constraints, psychological factors, capital flows or the practical frictions of live trading. 

This document should be read together with MTX TraderLab's General Risk Disclosure and any relevant system, 

risk framework, performance, research or due diligence documentation. 

2. Purpose of this Disclosure 
The purpose of this disclosure is to clarify how backtested, simulated, hypothetical and non-live performance 

information should be understood. 

This document is intended to support a conservative, transparent and institutional communication standard 

whenever MTX TraderLab presents, references or discusses performance-related information that is not based 

exclusively on live realised trading results. 

This disclosure applies, where relevant, to: 

 

• backtested performance; 

• simulated performance; 

• hypothetical results; 

• modelled equity curves; 

• historical strategy simulations; 

• reconstructed track records; 

• illustrative portfolio results; 

• scenario analysis; 

• stress test outputs; 

• non-live risk metrics; 

• hypothetical drawdown statistics; 

• strategy research summaries; 

• performance reports based on model assumptions; 

• any other analytical result derived from historical or simulated 

data; 

 

 

The purpose of this disclosure is not to invalidate quantitative research. Rather, it is intended to ensure that all 

non-live performance information is interpreted with appropriate caution. 

3. Meaning of Back-tested, Simulated and 

Hypothetical Performance 
Back-tested, simulated and hypothetical performance generally refers to results that are calculated using historical 

data, model assumptions and predefined rules rather than actual executed trades in a live account. 

Such results may be produced by applying a strategy, model or portfolio construction process to historical data in 

order to estimate how it may have performed under past market conditions. 
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These results may include: 

 

 

• historical profit and loss 

• cumulative equity curves 

• drawdown statistics 

• monthly or annual return tables 

• trade-level simulations 

• win/loss statistics 

• profit factor 

• Sharpe ratio 

• Sortino ratio 

• Calmar ratio 

• volatility metrics 

• margin usage estimates 

• portfolio-level aggregation 

• risk-adjusted performance indicators 

 

 

These outputs are analytical tools. They are not actual investment results unless expressly identified as live realised 

performance from a real trading account. 

4. Not Actual Trading Results 
Backtested, simulated and hypothetical results do not represent actual trading. 

They are generated through models, assumptions, rules, calculations and historical data. They do not reflect all 

conditions that may apply when trades are executed in real markets. 

Non-live results may differ materially from live trading results due to: 

 

 

• execution delays 

• slippage 

• bid-ask spreads 

• broker execution quality 

• market impact 

• partial fills 

• liquidity constraints 

• margin requirement changes 

• trading restrictions 

• data revisions 

• operational issues 

• technology failures 

• real-time monitoring constraints 

• capital allocation changes 

• differences between theoretical and executableprices 

 

 

A strategy that appears profitable in a backtest may generate losses in live trading. 

5. No Guarantee of Future Performance 
Past performance, backtested performance, simulated performance and hypothetical performance do not 

guarantee future results. 

Financial markets change over time. A model that performed well under historical conditions may fail under future 

conditions. 

Future results may differ from non-live results because of: 

 

 

• changes in volatility 

• changes in liquidity 

• changes in correlations 

• changes in market structure 

• changes in transaction costs 

• changes in margin requirements 

• changes in execution conditions 

• changes in contract specifications 

• regulatory or exchange changes 

• unexpected market shocks 

• deterioration of model effectiveness 

• regime changes not represented in the historicalsample 
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No backtest, simulation, model output, risk metric or historical analysis should be interpreted as a prediction of 

future performance. 

6. Hindsight and Historical Data Bias 
Backtesting uses historical data. This creates the risk that the model, parameters, rules or assumptions may have 

been influenced, directly or indirectly, by knowledge of past market behaviour. 

Hindsight bias may occur when a model is designed, selected or adjusted after observing historical outcomes. 

Historical data bias may include: 

 

 

• use of information that would not have been 

available at the time 

• selection of instruments after reviewing their 

historical behaviour 

• exclusion of failed or unsuitable instruments 

• selection of favourable market periods 

• use of revised or corrected data 

• failure to account for historical contract availability 

• incomplete representation of historical liquidity 

• assumptions that cannot be replicated in live trading 

 

 

These biases may make simulated performance appear more attractive than what could reasonably have been 

achieved in live trading. 

7. Overfitting and Curve Fitting Risk 
Overfitting occurs when a strategy is excessively adapted to historical data. 

A model may perform well in a backtest because it has been fitted too closely to past market behaviour, but may 

fail when applied to new data or live markets. 

Curve fitting risk may arise from: 

 

 

• excessive parameter optimization; 

• repeated testing of many strategy variations; 

• selecting the best historical result after many trials; 

• using too many filters or conditions; 

• adapting rules to specific historical events; 

• ignoring poor out-of-sample behaviour; 

• relying on narrow market conditions; 

• insufficient robustness testing; 

 

 

A highly optimised backtest may not be robust. Strong historical performance may reflect statistical noise rather 

than a durable market behaviour. 

8. Data-Snooping and Selection Bias 
Data-snooping bias may occur when multiple models, parameters, instruments or time periods are tested and only 

the most favourable results are presented or retained. 

Selection bias may occur when a strategy, market or portfolio is selected because it performed well historically. 

These risks may affect: 

 

 

• strategy selection 

• market selection 

• parameter selection 

• portfolio construction 

• start and end date selection 

• inclusion or exclusion of instruments 

• interpretation of risk-adjusted performance 

• perceived robustness of the model 
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Professional counterparties should evaluate whether a result may be influenced by selection effects or repeated 

testing. 

9. Survivorship Bias 
Survivorship bias occurs when historical analysis includes only instruments, markets, strategies or data series that 

survived to the end of the analysis period. 

If failed, discontinued, delisted, illiquid or otherwise unsuitable instruments are excluded, historical results may 

appear stronger than they would have been in a broader real-world universe. 

Survivorship bias may affect: 

 

 

• equity instruments 

• funds 

• indices 

• futures contracts 

• strategy universes 

• asset class selection 

• data availability 

• portfolio simulations 

 

 

A backtest should be interpreted with caution if the historical universe does not accurately reflect the instruments 

that would have been available at the time. 

10. Look-Ahead Bias 
Look-ahead bias occurs when a simulation uses information that would not have been available at the time a 

trading decision would have been made. 

This may occur through: 

 

 

• future price data; 

• future corporate actions; 

• revised economic data; 

• finalised contract specifications available; 

• coding or database alignment errors; 

• future volatility information; 

• future liquidity information; 

• delayed data that is treated as immediately; 

• future index constituents; 

 

 

Even small look-ahead errors may materially distort performance results. 

MTX TraderLab considers avoidance of look-ahead bias an important principle in quantitative research, but no 

research process can guarantee that every possible historical data issue has been fully eliminated. 

11. Transaction Cost and Slippage Assumptions 
Backtested and simulated results may include assumptions for commissions, fees, slippage, spreads and other 

transaction costs. 

However, actual costs may differ materially from assumptions. 

Transaction cost and slippage risk may arise from: 

 

 

• wider bid-ask spreads 

• market impact 

• reduced liquidity 

• execution delays 

• partial fills 

• exchange fees 

• clearing costs 

• financing costs 

• contract rollover costs 

• changes in commission schedules 
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• broker routing • volatility-driven execution deterioration 

 

 

Even small differences between assumed and realised costs may materially affect performance, particularly for 

strategies with frequent trades, narrow average trade expectancy or high turnover. 

12. Liquidity and Market Impact Limitations 
Backtested and simulated results may not fully account for real-world liquidity conditions. 

Historical price data may show that a market traded at a certain price, but it may not indicate whether a strategy 

could have executed the desired quantity at that price. 

Liquidity and market impact limitations may include: 

 

 

• insufficient depth 

• wider spreads during stress periods 

• execution at worse prices than simulated 

• inability to enter or exit positions 

• partial fills 

• adverse price movement caused by order size 

• reduced liquidity around contract expiry 

• liquidity differences between sessions 

• liquidity deterioration during high volatility 

 

A strategy may appear scalable in simulation but may not be scalable under live market conditions. 

13. Margin, Leverage and Capital Assumptions 
Backtested and simulated results may use assumptions regarding capital, leverage, margin requirements and 

position sizing. 

Actual margin requirements may change over time and may differ by broker, clearing house, exchange, instrument, 

account type and market condition. 

Margin and leverage assumptions may affect: 

 

 

• position size 

• portfolio exposure 

• capital utilisation 

• drawdown speed 

• forced reduction risk 

• margin call risk 

• ability to maintain positions 

• ability to open new trades 

• portfolio diversification 

• risk-adjusted performance 

 

 

A simulated strategy may appear acceptable under one capital or margin assumption but may become unsuitable 

under different live conditions. 

14. Model Implementation Risk 
A model that performs in a research or backtesting environment may behave differently when implemented in an 

operational environment. 

Implementation risk may arise from: 

 

 

• coding errors; 

• database errors; 

• signal timing differences; 

• platform limitations; 

• broker API behaviour; 

• calculation differences; 
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• incorrect instrument mapping; 

• contract rollover differences; 

• differences between research data and production; 

• rounding rules; 

• position sizing errors; 

• operational workflow changes data; 

 

 

The transition from research to production may introduce risks that are not visible in the backtest. 

15. Live Trading Differences 
Live trading differs from backtesting and simulation. 

In live conditions, a strategy is exposed to real-time market changes, operational constraints, broker execution, 

emotional pressures, capital constraints, monitoring requirements and practical decision-making processes. 

Live trading may differ from simulation due to: 

 

• real execution prices; 

• delayed or failed orders; 

• system outages; 

• broker restrictions; 

• market closures; 

• margin changes; 

• changing liquidity; 

• unexpected volatility; 

• data interruptions; 

• operational delays; 

• capital withdrawals or additions; 

• risk limits applied after deployment; 

 

 

For this reason, live results may be materially worse than simulated results. 

16. Performance Metrics and Risk Metrics 

Limitations 
Performance metrics and risk metrics are useful analytical tools, but they have limitations. 

Metrics such as net profit, annual return, maximum drawdown, Sharpe ratio, Sortino ratio, Calmar ratio, profit 

factor, win rate, average trade, volatility, value-at-risk, expected loss, margin usage and risk contribution may 

provide useful information, but they should not be interpreted in isolation. 

Limitations may include: 

 

 

• sensitivity to the selected time period 

• sensitivity to outlier trades 

• dependence on historical volatility 

• dependence on assumed costs 

• instability across regimes 

• underestimation of tail risk 

• failure to capture liquidity constraints 

• failure to capture operational risk 

• failure to capture model deterioration 

• misleading interpretation when sample size is small 

 

 

A favourable metric does not guarantee future performance or future risk behaviour. 

17. Drawdown Interpretation 
Drawdown is a key risk measure, but historical or simulated drawdown may underestimate future drawdown. 

A strategy or portfolio may experience drawdowns that are larger, longer or faster than those observed in historical 

analysis. 

Drawdown limitations may include: 
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• future drawdown exceeding historical maximum 

drawdown; 

• longer recovery periods than observed historically; 

• multiple strategies entering drawdown regimes; 

• increased correlation during stress periods 

• leverage accelerating losses; 

• margin changes increasing pressure;  

• losses caused by gaps or illiquid conditions; 

• failure of historical risk controls under future 

simultaneously; 

 

 

Historical drawdown should be interpreted as a reference point, not as a maximum loss limit. 

18. Hypothetical Portfolio and Aggregation Risk 
Hypothetical portfolio results may combine multiple strategies, instruments, markets or models. 

Such aggregation may be useful for analysing potential diversification, risk contribution and portfolio behaviour, 

but it may not fully represent live portfolio implementation. 

Aggregation limitations may include: 

 

 

• assumptions about simultaneous execution 

• assumptions about capital allocation 

• assumptions about correlation 

• assumptions about portfolio rebalancing 

• overlapping exposures 

• liquidity constraints across multiple instruments 

• margin pressure across strategies 

• transaction costs across the full portfolio 

• differences between theoretical allocation and 

liveallocation 

 

 

A portfolio that appears diversified in simulation may become concentrated or correlated during market stress. 

19. Research Output versus Investment Result 
Research output should not be confused with an investment result. 

A model, backtest, simulation, risk report, strategy summary, performance table, equity curve or analytical 

dashboard is an informational output. It may support research, review, comparison and due diligence, but it does 

not represent a guarantee of actual trading success. 

MTX TraderLab may present research outputs to describe model behaviour, system logic, risk characteristics, 

historical simulations or hypothetical scenarios. 

Such outputs should be evaluated as part of a broader institutional review process and should not be treated as 

standalone investment evidence. 

20. Professional Counterparty Responsibility 
Professional and institutional counterparties are responsible for conducting their own independent review of any 

backtested, simulated, hypothetical or non-live performance information. 

Such review may include: 

 

 

• methodology review 

• data review 

• model review 

• risk review 

• operational due diligence 

• technology due diligence 

• transaction cost review 

• liquidity assessment 

• margin and leverage assessment 

• robustness review 

• comparison with live results, where available 

• legal and regulatory review 
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Counterparties should not rely solely on any backtest, simulation, report, dashboard, metric or communication 

provided by MTX TraderLab. 

Any decision to evaluate, integrate, use or rely on any MTX TraderLab research output, system, model or analytical 

result must be made independently by the relevant counterparty. 

21. Proprietary Methodology and Disclosure Limits 
MTX TraderLab may use proprietary methodologies, models, indicators, scoring logic, allocation rules, risk controls, 

data processes, backtesting procedures and simulation frameworks. 

Public documentation may describe these methodologies at a high level, but it does not disclose proprietary 

formulas, source code, parameters, signal thresholds, ranking rules, capital allocation formulas, model logic or 

confidential operational procedures. 

As a result, public documentation may not contain all information necessary to independently replicate any 

backtest, simulation, model or analytical output. 

More detailed information may be provided only where appropriate and may be subject to qualification, 

contractual restrictions, confidentiality obligations or non-disclosure arrangements. 

22. 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. 

No backtested, simulated, hypothetical or non-live performance information should be interpreted as a 

recommendation to invest, trade, allocate capital or engage in any financial transaction. 

MTX TraderLab does not use this document to recommend any investment strategy, financial instrument, broker, 

execution venue, portfolio allocation or trading decision. 
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