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Overview
• What is a Futures Contract

• Why Trade Futures

• Index Futures

• Contract Specifications

• MES vs MNQ

• Leverage Explained

• Margin Requirements

• How P&L Moves

• Risk Calculation Basics

• Common Mistakes

• Lesson Assignment
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What is a Futures Contract
• Futures are Derivative Instruments

• Value is derived from an underlying asset (e.g., S&P 500, Nasdaq 100)

• Standardization is Critical
• Every MES or MNQ contract is identical
• This allows:

• High liquidity

• Tight spreads

• Efficient execution

• Key Distinction:
• Stocks = ownership
• Futures = contractual exposure

• Centralized Exchanges (like CME) Ensure:
• Transparency
• Regulation
• Order matching
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Why Trade Futures
• Leverage

• Futures allow notional exposure far greater than account size 
• Example: 

• MES controls ~$20K+ of market exposure with a small margin 

• Liquidity
• MES and MNQ are among the most liquid instruments globally 
• Results in: 

• Tight bid-ask spreads 

• Minimal slippage (in normal conditions) 

• Market Access
• Futures trade nearly 24 hours: 

• Globex session (overnight) 

• Regular Trading Hours (RTH) 

• Capital Efficiency
• You are not paying full contract value 
• You are using margin → more efficient use of capital 

• Long / Short Flexibility
• No restrictions like short-sale rules in stocks 
• Equal ease trading both directions
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Index Futures
• Underlying Index Differences

• MES → tracks S&P 500 
• Diversified across sectors 
• More balanced movement 

• MNQ → tracks Nasdaq 100 
• Heavy tech weighting (Apple, Microsoft, Nvidia, etc.) 

• More momentum-driven 

• Volatility & Behavior
• MES: 

• More controlled movement 

• Cleaner structure 

• Easier for beginners to read 

• MNQ: 
• Larger intraday ranges 

• Faster moves 
• More aggressive pullbacks

•

• Psychological Impact
• Faster markets = more emotional pressure 
• Beginners often: 

• Gravitate to MNQ (more movement) 

• But perform better in MES (more structure)
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Contract Specifications
• Tick Size

• Minimum increment price can move 
• MES & MNQ: 

• 0.25 points per tick 

• Tick Value
• Dollar value of one tick 
• MES: 

• $1.25 per tick 

• $5 per point 

• MNQ: 
• $0.50 per tick 

• $2 per point 

• Contract Size / Notional Value
• Represents total market exposure 
• Example: 

• MES ≈ S&P 500 × $5 

• MNQ ≈ Nasdaq × $2 

• Why This Matters
• Every movement = real money 
• This directly impacts: 

• Stop loss size 

• Position sizing 

• Daily risk limits 
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Breakdown of MES vs MNQ
• Behavioral Differences

• MES 

• Cleaner trends 

• Slower rotations 

• Easier to manage entries/exits 

• MNQ 

• Sharp impulses 

• Quick reversals 

• Requires faster decision-making 

• P&L Impact vs Perception
• Even if MNQ pays less per point than MES: 

• It often moves more points → higher real volatility 

• Traders underestimate: 

• Speed of movement 

• Slippage risk 

• Execution pressure 

• Volatility & Stop Placement
• MNQ requires: 

• Wider stops 

• Faster reactions 

• MES allows: 

• More controlled execution 

• Better learning environment 

• Psychological Component
• MNQ: 

• Triggers impulsive behavior 

• Increases FOMO and panic 

• MES: 

• Encourages discipline 

• Easier to follow plan
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Leverage Explained
• Notional Value vs Margin

• Traders often confuse: 

• Margin = cost →

• Margin = collateral →

• Example:

• MES at 4500: 

• Notional value ≈ $22,500 

• Margin required ≈ a few hundred dollars 

• You are controlling far more than you put up

• Amplification Effect
• Leverage magnifies: 

• Gains 

• Losses 

• A small move against you: 

• Can exceed acceptable risk quickly
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Leverage Explained
• Why Beginners Fail Here

• They: 

• Trade too many contracts 

• Base size on account balance instead of risk 

• Underestimate speed of loss

• Leverage + Volatility = Risk Multiplier
• Especially dangerous in MNQ 

• Fast moves + oversized positions = account damage

• Reframe leverage from:
• “Advantage” TO “Responsibility and risk amplifier”
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Margin Requirements
• Initial vs Maintenance Margin

• Initial Margin 

• Required to open a position

• Maintenance Margin 

• Minimum balance required to keep position open 

• Liquidation Mechanics
• If account drops below maintenance: 

• Broker may: 

• Issue warning 

• Auto-liquidate positions 

• Futures brokers often: 

• Liquidate immediately, not gradually 
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Margin Requirements
• Intraday vs Overnight Margin

• Intraday margin: 

• Lower (day trading) 

• Overnight margin: 

• Higher (holding positions) 

• Common Misunderstanding
• Traders think: 

• “If I have margin, I’m safe” 

• Reality:

• Margin is just the minimum requirement 

• It does NOT protect you from loss 
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How P&L Moves
• Mark-to-Market

• Futures accounts are updated continuously 

• Gains/losses are reflected immediately as price moves 

• Tick-by-Tick P&L
• Every tick: 

• MES → $1.25 per contract 

• MNQ → $0.50 per contract 

• P&L formula (real-time): 

• Tick × contracts × value per Tick 

• Unrealized vs Realized P&L
• Unrealized (Open P&L) 

• Fluctuates while trade is active 

• Realized (Closed P&L) 

• Locked in after exit
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How P&L Moves
• Speed & Volatility Impact

• Fast markets (MNQ): 

• P&L swings quickly 

• Harder to manage emotionally 

• Slower markets (MES): 

• More controlled P&L movement 

• Psychological Layer
• Constant P&L fluctuation: 

• Triggers fear and greed 

• Leads to: 

• Early exits 

• Overholding 

• Revenge trading
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Risk Calculation Basics
• The Core Formula

• Risk ($) = Points × Contracts × Value per point 

• Examples:

• MES: 

• 5-point stop × 2 contracts × $5 = $50 risk 

• MNQ: 

• 10-point stop × 1 contract × $2 = $20 risk 

• Stop Loss Defines Risk
• Entry does NOT define risk 

• Stop distance defines risk 
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Risk Calculation Basics
• Position Sizing

• Contracts should be based on: 

• Max acceptable loss per trade NOT: 

• Account size 

• Confidence level 

• Compounding Risk Mistakes
• Doubling contracts = doubling risk 

• Small sizing errors → large account impact 

• Professional Mindset
• Professionals think: 

• “How much can I lose?” 

• Beginners think: 

• “How much can I make?” 
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Common Beginner Mistakes
• Oversizing = Primary Failure Point

• Root cause of most blown accounts 
• Comes from: 

• Misunderstanding leverage 
• Desire to make money quickly 

• Ignoring Contract Specs
• Traders don’t know: 

• Tick value 
• Point value 

• Leads to: 
• Miscalculated risk 
• Unexpected losses 

• No Defined Risk
• Entering trades without: 

• Stop loss 
• Predefined risk level 

• Leads to: 
• Holding losers too long 
• Large drawdowns
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Common Beginner Mistakes
• P&L-Driven Decisions

• Watching unrealized P&L: 

• Causes early exits 

• Causes hesitation 

• Causes overtrading 

• Chasing Volatility
• Traders gravitate to MNQ for movement 

• Ignore: 

• Execution difficulty 

• Emotional pressure 

• Outcome vs Process Focus
• Beginners: 

• Focus on money 

• Professionals: 

• Focus on execution quality
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mike@bearbulltraders.com



20

BearBullTraders.com employees, contractors, shareholders and affiliates, are NOT an investment advisory

service, a registered investment advisor or a broker-dealer and does not undertake to advise clients on

which securities they should buy or sell for themselves.

You understand that NO content published as part of the Bear Bull Trading Room and its Website

constitutes a recommendation that any particular investment, security, portfolio of securities, transaction

or investment strategy is suitable for any specific person.

You further understand that none of the creators or providers of our Services or their affiliates will

advise you personally concerning the nature, potential, value or suitability of any particular investment,

security, portfolio of securities, transaction, investment strategy or other matter.

DISCLAIMER
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