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A comprehensive checklist to ensure effective backtesting of forex trading strategies.

Checklist Items:

1. Define Your Strategy
Outline the specific rules and parameters of your trading strategy, including entry and exit conditions.
Reference Section: Introduction: Why Backtesting Matters in Forex

2. Choose a Backtesting Method
Select an appropriate backtesting method based on your strategy's needs, such as tick-by-tick,
bar-by-bar, or synthetic replay.
Reference Section: Common Backtesting Methods and When to Use Them

3. Collect High-Quality Data
Ensure you have access to reliable historical data, considering factors like market microstructure and
data integrity.
Reference Section: Data Quality, Market Microstructure and Infrastructure

4. Run Backtests on Historical Data
Execute your strategy on historical market data to evaluate its performance, analyzing metrics such
as win rate and drawdowns.
Reference Section: Building a Repeatable Backtesting Process

5. Analyze the Results
Examine key metrics from the backtest, such as the profit factor and maximum drawdown, to assess
the strategy's profitability and reliability.
Reference Section: Key Metrics, Statistical Tests and Common Pitfalls

6. Forward Test the Strategy
Implement the strategy in real-time market conditions using a demo account or minimal real capital to
validate backtest results.
Reference Section: From Backtest to Live: Implementation, Monitoring and Continuous Improvement

7. Evaluate Execution Conditions
Test for slippage, spread, and timing issues compared to historical performance to ensure live
execution aligns with backtested results.
Reference Section: Common Backtesting Methods and When to Use Them

8. Document Findings and Adjust as Necessary
Keep detailed records of your tests and results, and refine your strategy based on discrepancies
between backtest and live performance.
Reference Section: From Backtest to Live: Implementation, Monitoring and Continuous Improvement

9. Continuous Improvement
Regularly review and update your backtesting process and strategies based on new data and
changing market conditions.
Reference Section: From Backtest to Live: Implementation, Monitoring and Continuous Improvement
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