READING BOLLINGER BANDS
Over time as you get to watch a system you get to see some of its nuances. I decided to have a booklet just on reading BB bands. As we notice how we can trade with it we can add to this booklet. One of these observations is the Huggie trade covered in EA#2. In addition here is another observation to keep us on our toes. People who are going to use Stop Losses instead of multi-level trading will be able to take heed if they see certain conditions. 
TYPES OF BB READS

1. STANDARD READ: The BB is outside the Gold lines of the 6th indicator. See charts below I labeled buy and sell areas.
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2. Bollinger band run read warning: These pics show price is getting ready to make a run or do a breakout. 
Here is another observation. When price gets ready to make a BB run it narrows. So when the distance from the top line to the bottom line is less than the distance from one line to another on the 6ths EA. It is an indication that price may make a run up or down the BB. Look at the pics below. The distance between the two arrows is less than the distance between the gold line and red line of the sixths indicator. 

JPY/GBP
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CHF/ JPY
Next page, BB bands are above the gold line here so we are only doing sells on this part of the screen. Unfortunately price continues to go up on us. So we can do a SL (not what I do) or you can multi level trade (I love to do)
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3. 2 and 3 legged runs: When BB bands run they will do one or two legged runs and rest or pause.

A lot of BB runs are one or two legged runs. You see the pause in the middle and then another run. I have labeled them for you. During these pauses or runs you want to catch the retrace and zero out the trade for a 0 loss or a small gain. This trade may not have given you enough pips at the pause for a BE but it would have been close. Remember this is a 4H chart and the pause is around 10 candles so you have 40 hours to set this up or take it. In other words you are not in a rush but wish to take your time. There is an indicator in the package called I breakeven. It automatically calculates the line your trade IS at. You can set your TP to this number and then your trades will automatically close at BE. It's a good thing to do when you are not around.  
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Here is the chf/jpy run over a 5 week period. The original trade would have been a buy so you would not be fighting the first series of leg 1 and leg 2. I just wanted to show what can happen. Let us assume however you are coming off of a really long run and we were trading against the trend all the way up.  From left to right Leg1 would have required a second entrance from the #2 EA and it would have BE easily and also would have profited if you hung onto the trade long enough. Leg 2 same thing. The first pause area would have given you 1 or 2 trades for profit. Then you are caught in the second run up.  Leg 1 happens and the pause area would have given you a small loss or BE. If BE, leg 2 would have been a long time to hold onto (about a week) but would have retraced into a BE or small profit. If you did not take the BE at the pause you are now in a larger DD and will need a third level to BE with but after a 2 week wait  it did happen. Many of you have seen me do this with trades; hang in there for weeks at a time patiently waiting for that retrace. So I look for these retracements to get back to BE so I can keep all my profitable trades. If you are new to this system, get in the habit of taking your BE on 2nd level trades until you get used to the concept of the third level. 
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If a BB ever does more than 2 legs there is almost always a nice retrace before starting 3rd and fourth leg runs. In pic below I show a 5 leg run with all but #1 having a major retrace. Leg 1 would not have been entered being on the bottom of the chart but I show it to make my point. I like to enter a 2nd level after the 2nd leg and let the retrace 0 out my trade instead of taking a stop loss. 
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3B. Two types of BB runs. (See pic below)

A. #1 price runs outside the BB and the 1MA is outside the BB. The best EA to use with this is the #2 EA

B. #2 Price runs inside the BB. The #1 EA is for this kind of run when you near a previous Primary trade area or major support or resistance line. If BB bulges then you use the #3 or #4 EA.
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4. Bulges: When price makes a steady climb up or down the charts the BB bands will bulge. When price comes back inside the bulge it is a good time to take a trade #2 EA OR #3 EA uses MA high or low to get some extra trades.  Bulges indicate a run is over or price is going to take a breather. 
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Here the #3 picks up a trade where the BB bands bulged away from price and would have missed the trade.

[image: image10.png]GBPIPY.H4

132,43 133.25 131.96 1329
= 550

#3SELLBULGE B8 x

0527
8

s
S71s




[image: image11.png]Detanca beteen e - 916667
TAKE PROFIT DISTANGE - 78,5714 s

GBPIPY,H4 132,43 133.05 131.96 133.03
Top  bosem = 55 i

#3BUY BULGE BB x

565

s

mes

265

ms




5. RANGING: For 2+ weeks price ranged and several very good trades developed off of the top BB. #1 EA time. In Range trading sometimes price will get close but not touch the outer BB. The #4 EA is for this possibility. It will enter at the BB or the crossing of the 3MA line. 
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AUD/NZD PRACTICALLY RANGES ALL YEAR LONG (
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6. Death by a leaking toilet or a huggie trade gone bad. The most difficult scenario of my system. Price just slowly methodically goes in 1 direction without any major retraces. Every currency will do this once or twice a year. The runs can last 2-4 weeks and are very famous around Christmas time. There just is not enough trading going on to move price anywhere so it just slowly drifts in one direction. It’s like a slow water torture where they drip a drop of water every 15 minutes on your forehead until you go crazy. Or someone has a plier and twists your big toe 2cm every hour until it comes off. I hate the market when it does this and my favorite pair to hate is the USD/CAD. This is the USD/CHF run in June.
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Here is the eur/usd run in April but it had enough retraces in it to 0 out a trade but I wanted to show that not all runs like this are killers.
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Chf/jpy run last Christmas. 2+ weeks of are you ever going to retrace??? 
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Most of the time these runs will fit inside my 2.4.2 recovery system but many times I will have to eat a level 1 trade. I average 1-3 Level one closes for a loss a month so they happen but there is no such thing as never taking a loss in FOREX.

7. These are the 6 main reads of the BB for my system.
a. Standard

b. BB runs

c. 2 and 3 legged runs

d. Bulges

e. Range

f. Death by a leaking toilet

8. CONCLUSIONS: As we trade this system we probably will see more nuances of the BB with the 6th indicator. The 6th indicator will help filter out many of the death by leaking toilet but not all. Hopefully, it will filter out most of the move but you need to be aware that is the one weakness of this system, the long drawn out run without any retrace. At some point when this happens we just take our loss and go on. There simply is no avoiding these except the ones at Christmas time. I will quit trading around the 15th and won’t restart trading until after Jan. 1 of the New Year. Anyways good luck trading. I will add to this as we learn more. 
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