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TRADING EDUCATION - PROP TRADING STUDY

How Fair Are Prop Firm
Challenges?

A proprietary study of 1,500 prop traders showing that drawdown limits — not profit targets
— define evaluation success, and examining whether today's prop firm rules are perceived
as a fair measure of trading ability.

67% 38% 41%

FAIL ON RISK RULES, CALL DAILY DRAWDOWN BACK THE MODEL BUT
NOT PROFIT TARGETS THE HARDEST RULE WANT RULES REVISED
TU Research Team Methodology Sample
A. Chabaniuk - C. Soni - D. Blystone CAWI - 95% confidence - £2.5% 1,500 prop traders
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01 Executive Findings

TU proprietary research suggests that prop firm evaluations measure a trader's ability to manage risk more than their
ability to generate profits. In a survey of 1,500 prop traders, 67% said they had failed an evaluation because they
exceeded daily or maximum drawdown limits, compared with just 18% who failed because they did not reach the
required profit target. Meanwhile, 38% identified daily drawdown as the most difficult evaluation rule, and 46% believe
prop firm rules only partly reflect professional risk-management standards. The research also found that 41% of
respondents support evaluation models but believe some rules should be revised — suggesting traders generally
accept the importance of risk management while questioning how it is implemented.

v Risk limits, not profits, decide outcomes. 67% failed on drawdown limits versus 18% on profit targets.

v Daily drawdown is the hardest rule. 38% named it the toughest requirement, ahead of maximum drawdown (22%).
v/ Repeated attempts are the norm. Only 19% bought a single challenge; 39% attempted four or more.

v/ Rules are seen as partly professional. 46% say they only partly reflect institutional standards.

v/ Traders want refinement, not removal. 41% support the model but believe some rules should be revised.

oz Introduction & Research Questions

Proprietary trading firms have become one of the fastest-growing segments of retail trading, giving traders access to
funded accounts after passing standardized evaluation challenges. While requirements vary across firms, most
evaluations rely on similar rules — profit targets, daily and maximum drawdown limits, and minimum trading activity —
all designed to identify traders who can generate returns while protecting capital.

Although these rules are based on widely accepted principles of professional risk management, many traders question
whether they fairly assess real trading ability. To explore this issue, TU surveyed 1,500 prop traders, comparing their
experiences with institutional guidance from CME Group, FTMO Academy, the CFTC, the CFA Institute, and Acuiti.
The research examines what causes traders to fail evaluations, which rules create the greatest challenges, and
whether today's prop firm standards are perceived as fair.

The research aims to answer six key questions:
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» How many prop firm challenges have traders attempted?

» What causes traders to fail prop challenges?

* Which prop firm rule is considered the most difficult?

» Do prop firm rules resemble professional risk-management standards?
» What daily drawdown limit do traders consider fair?

« Are prop firm challenges fair?
RISK WARNING

Prop trading and leveraged products carry a high risk of losing money rapidly. Evaluation fees are generally non-
refundable. This research is informational only and is not investment advice.

03 Institutional Validation

Prop trading has evolved from a niche segment of financial markets into a rapidly growing global industry. While firms
differ in pricing and payout models, most rely on remarkably similar evaluation rules — profit targets, daily loss limits,
maximum drawdowns, and consistency requirements. Institutional research suggests these rules are based on
established principles of professional risk management rather than arbitrary restrictions.

CME Group places capital preservation at the center of professional trading. Its educational materials emphasize that
traders cannot control market outcomes but can control position sizing, risk per trade, and maximum acceptable
losses. According to CME, consistent risk management is the foundation of long-term performance, making capital
preservation more important than pursuing short-term returns.

FTMO, one of the industry's largest proprietary trading firms, applies these principles directly to its evaluation process.
Through FTMO Academy, the firm argues that most traders fail not because their strategies lack potential but because
they fail to manage risk consistently. Its evaluation model — including a 5% maximum daily loss and 10% maximum
loss — is designed to assess discipline and capital preservation alongside profitability.

The U.S. Commodity Futures Trading Commission (CFTC) reaches similar conclusions in its investor education
materials. The regulator identifies position sizing, leverage management, stop-loss discipline, and predefined risk limits
as essential components of responsible trading. According to the CFTC, controlling downside risk is one of the few
factors traders can consistently manage regardless of market conditions.

The CFA Institute likewise emphasizes that professional investment management is evaluated on a risk-adjusted basis
rather than by returns alone. Its publications highlight that sustainable performance depends on disciplined decision-
making, consistent execution, and effective risk management instead of isolated profitable trades — a principle that
closely mirrors the objective of modern prop firm evaluations.

Acuiti's Proprietary Trading Management Insight Report shows that professional trading firms continue to prioritize
operational resilience and trading infrastructure as markets become increasingly electronic. In its Q2 2026 survey,
83% of firms reported strong operational performance during periods of elevated volatility, while 54% identified market-
data infrastructure as a key operational challenge. This indicates that professional firms increasingly view robust risk
systems and operational controls as competitive advantages rather than administrative requirements.

Taken together, institutional evidence suggests that the core principles behind prop firm evaluations — limiting losses,
controlling risk, and rewarding consistency — closely reflect how professional trading organizations manage capital.
The remaining question is whether retail traders perceive these rules as fair measures of ability or as unnecessary
obstacles.
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KEY INSTITUTIONAL TAKEAWAYS

CMEICFTC — capital preservation and position sizing come first - FTMO — 5% daily / 10% max loss test discipline
- CFA Institute — performance judged on a risk-adjusted basis.

04« Theoretical Framework

From a theoretical perspective, prop firm evaluations combine two different concepts: trader selection and risk-
controlled capital allocation. A trader is assessed not only on whether they can generate profit, but on whether they
can do so without exposing capital to excessive losses. This makes prop firm challenges closer to a risk-adjusted
performance test than a simple profitability contest.

Capital preservation

In professional trading, avoiding large losses is often more important than achieving isolated high returns. A trader who
earns quickly but violates risk limits may be less valuable to a firm than one who produces smaller but more stable
gains. This explains why evaluation models include daily and maximum drawdown limits alongside profit targets.

Position sizing

CME Group emphasizes that determining proper position size before placing a trade can significantly affect results,
because position size should reflect the risk of the trade and help limit losses. Traders who risk too much on a single
setup are more likely to violate daily drawdown limits even if their strategy has long-term potential.

Risk-adjusted performance

In professional investment management, performance is evaluated not only by return but by the amount of risk taken
to achieve it. CFA Institute materials on risk-adjusted performance describe metrics designed to compare returns
relative to risk, supporting the idea that raw profit alone is an incomplete measure of skill.

Behavioral discipline

Evaluation challenges create psychological pressure because traders must balance two conflicting objectives:
reaching a profit target and avoiding rule violations. This may amplify common behavioral mistakes such as
overtrading, revenge trading, fear of missing out, and increasing position size after losses. A prop challenge measures
not only strategy quality but also a trader's ability to follow rules under pressure.

INSIGHT

These four concepts — capital preservation, position sizing, risk-adjusted performance, and behavioral discipline —
explain why evaluation outcomes depend more on risk control than on raw profitability.

05 Methodology & Research Team

To understand how retail traders actually perceive prop firm evaluations, TU conducted a proprietary quantitative study
examining trader experience, failure patterns, risk-rule perception, and attitudes toward fairness in modern funded-
account challenges. Unlike institutional research, which mainly explains why risk controls exist, this survey focuses on
how traders experience those controls in practice.
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1,500 prop traders 18-60 age range
6 regions — NA - EU - Asia - LATAM - Africa - EM CAWI survey method

95% confidence *+2.5% sampling deviation

Participation criteria: respondents who had purchased or attempted at least one prop trading challenge during the
previous 24 months.

Research team

* Anastasiia Chabaniuk — Author, TU Research - Research design and interpretation

« Chinmay Soni — Fact-checker - Data validation & statistical verification

« Dan Blystone — Editor-in-Chief - Editorial & methodological supervision

* Andrey Mastykin - Oleg Tkachenko — TU Research - Data collection and analysis

06 Survey Results

How many challenges have traders attempted?

Prop trading evaluations are rarely a one-time experience. Many traders purchase multiple challenges before passing,
changing firms, or deciding the evaluation model is not suitable for them. Respondents were asked how many prop
trading challenges they had purchased during the previous two years.

one I %
2 N %
R

More than 6 ([ 12%

Number of prop firm challenges purchased

Number of challenges Share of traders

One 19%

2-3 42%

4-6 27%

More than 6 12%
INSIGHT

Most respondents attempted more than one challenge, suggesting repeated evaluations have become a normal part
of the retail prop trading experience rather than an exception.

What causes traders to fail?
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A central question of the study was whether traders fail primarily because they cannot generate returns or because
they violate risk rules before reaching the profit target. Respondents were asked about the main reason they had failed
a prop firm evaluation.

Exceeded daily drawdown ([ 43%
Exceeded maximum drawdown [ 24%
Did not reach profit target [N 18%
Broke trading rules [ 9%

Psychological mistakes ([l 6%

Main reasons for failing an evaluation

INSIGHT

Risk-rule violations account for two-thirds of reported failures, indicating that capital preservation — not profitability —
is the primary challenge during evaluations.

Which rule is the most difficult?

Prop firm evaluations typically include several restrictions at once. To identify which rule creates the greatest practical
difficulty, respondents were asked which requirement they consider the hardest to satisfy.

paty crawconn [ <
I 2%

Profit target [ 17%
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—
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Maximum drawdown

Consistency rule

Minimum trading days

News trading restrictions

Most difficult prop firm rule

Rule Share of traders

Daily drawdown 38%

Maximum drawdown 22%

Profit target 17%

Consistency rule 11%

Minimum trading days 7%

News trading restrictions 5%
INSIGHT

Daily drawdown was clearly identified as the most difficult rule, highlighting the psychological challenge of controlling
losses within a single trading session.
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Do the rules resemble professional standards?

A key objective of the research was to compare trader perception with institutional risk-management principles.
Respondents were asked whether prop firm rules resemble professional risk standards.

Partly reflect standards Fully reflect standards

\

46% 18%

say partly say fully

Do prop firm rules resemble professional risk standards?

Response Share of traders

Partly 46%

No 27%

Yes, fully 18%

Unsure 9%
INSIGHT

Most respondents acknowledge that prop firm rules reflect professional risk management to some extent, though
many believe current models simplify real institutional trading conditions.

What daily drawdown limit is fair?

Because daily drawdown was identified as the most difficult rule, respondents were asked what maximum daily loss
limit they consider fair.

34%

21% 21%

16%

8%

Up to 2% 3% 4% 5% More than 5%

Preferred fair daily drawdown limit
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INSIGHT

The industry-standard 5% daily drawdown remains the most widely accepted threshold, although opinions remain
divided on whether it should be more flexible.

Are prop firm challenges fair?

Finally, respondents were asked which statement best reflected their overall opinion of current prop firm evaluations.

Some rules should be revised Too strict / limiting

41% 29%

want revisions too strict

Overall opinion of current prop firm evaluations

Response Share of traders

Some rules should be revised 41%

Too strict and limit real trading ability 29%

Fair and help develop discipline 24%

Unsure 6%
INSIGHT

Traders generally support the concept of structured evaluations but believe certain rules could be refined to better
balance risk management with realistic trading conditions.

07 Practical Implications

The findings suggest prop firm evaluations are built on widely accepted principles of professional risk management.
However, the research also shows that many traders struggle not with generating profitable trades but with adapting to
standardized risk rules applied during the evaluation process. Several practical conclusions emerge:

* Risk management deserves more attention than profit targets — traders fail far more often on drawdown limits than
on returns, so controlling losses should take priority over pursuing aggressive profits.

» Daily drawdown is the most important rule to master. As the leading cause of failure, it should anchor the trading
plan rather than being adjusted under emotional pressure.

» Professional trading is measured by consistency, not isolated winning trades. Research from CME, the CFTC, and
the CFA Institute all emphasizes disciplined execution and capital preservation.

* Repeated evaluation attempts may indicate weaknesses in discipline rather than strategy — many traders repeat
the same behavioral mistakes without changing their risk process.
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« Prop firm rules should be viewed as risk-management constraints, not trading objectives. Profit targets set the
minimum; risk limits determine whether a trader can keep managing capital long term.

* Psychological discipline remains a competitive advantage. Clear risk rules set before entering the market reduce
overtrading, revenge trading, and plan abandonment.

* Choosing a prop firm involves more than comparing profit splits — evaluate drawdown methodology, consistency
requirements, payout policies, scaling programs, and operational transparency.

Firm selection therefore plays an increasingly important role. While the evaluation rules define a trader's risk exposure,
the firm influences accessibility, payout reliability, scaling potential, and operational transparency. As prop trading
matures, choosing a firm with fair, well-designed evaluation rules becomes just as important as the trading strategy
itself.

s Data Sources & References

« CME Group Institute. Trade and Risk Management.

« CME Group Institute. Proper Position Size.

¢ FTMO Academy. Risk and Money Management.

* FTMO Academy. Maximum Daily Loss.

* U.S. Commodity Futures Trading Commission (CFTC). Learn & Protect — Customer Education.
» CFA Institute. Risk-Adjusted Performance.

e Acuiti. Proprietary Trading Management Insight Report, Q2 2026.

e Traders Union. Best Forex Prop Trading Firms in 2026.

* Traders Union. How Traders Union Evaluates Prop Firms.

* |dSurvey. CAWI Methodology Overview.
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