Stops for Inside Bar Breakouts



Quote:

	Originally Posted by Freestyler 


Great posts Peter. I tested your method on a few pairs, and they worked out pretty well, as long as one has the patience to sit and wait for the right opportunity. Your insights, along with a few select others on this website, are the only ones worth reading, over and over again, IMHO. I sincerely hope you stick around and keep this thread going.

From your experience, do you think it's prudent to place the SL on the other side of the outside bar (left side) instead of the inside bar, in order to decrease the frequency of getting stopped out? At the beginning of each trading session, when price is moving just under or above (sometimes both) yesterday's close, do you look for breakouts in one direction? Both directions? Or wait until the price has moved far enough to offer a clear direction?


-Freestyler-

Nice to hear from you, and your first post too!!! Welcome aboard.

Concerning the stops for the inside bar breakouts-- you can do either of the possibilities you mentioned. They will both work. The trade off with having greater stop distance is the less potential profit/risk. The only benefit is a higher win rate. 

Win rate is not the most important factor in finding a good trading method. Profit potential/risk is.

The psychologically hardest one to trade is the one I use. I use the other extreme of the inside bar for my stop point. 

The risk is as low as it is going to be and the best trades for us are the ones that don't give you ANY retracement after the breakout.

Yes, you get stopped out a bit more than if you had the stop a bit farther away. We are trading to risk as little as possible for the greatest amount of potential gain.

Imagine the overall success rate of someone taking the opposite side of these breakout trades and only exiting when we exit. They would be trading with unlimited potential risk and only could look forward to very limited potential profits.

Apply the above thought structure to any system you can analyse and see which system would be the most dangerous to fade. That is the system you wish to trade.

The method we have been discussing is one of these extremely "dangerous-to-fade" systems.



For this question:
At the beginning of each trading session, when price is moving just under or above (sometimes both) yesterday's close, do you look for breakouts in one direction? Both directions? 

Yes, at this point I am looking to buy above an inside hourly bar where the breakout point is above yesterday's close (and today's open) or sell below the low of an hourly inside bar below the open of today.

These trades have the MOST potential for the day. Think TREND DAY!

Thanks for the questions. I'm glad I could answer them.

- Peter Crowns -
