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FOREX and Futures Risk Disclaimer

Trading in the off exchange retail foreign currency market or futures markets is one of
the riskiest forms of investments available in the financial markets and suitable for
sophisticated individuals and institutions. The possibility exists that you could sustain a
substantial loss of funds and therefore you should not invest money that you cannot
afford to lose. Nothing in this presentation is a recommendation to buy or sell
currencies or futures and Timothy Morge is not liable for any loss or damage, including
without limitation, any loss of profit, which may arise directly or indirectly from the use of
Timothy Morge’s tools or reliance on such information.

Results

Past performance does not guarantee future results.

This is one persons experience, your experience may differ.

Results are not guaranteed, individual experiences may vary.

Market Volatility

In volatile market conditions, substantial losses may occur.

In volatile market conditions, orders may not be filled as placed.

Leverage

The leveraged nature of FX trading and Futures trading means that any market
movement will have an equally proportional effect on your deposited funds. This may
work against you as well as for you. The possibility exists that you could sustain a total
loss of initial margin funds and be required to deposit additional funds to maintain your
position. If you fail to meet any margin call within the time prescribed, your position will
be liquidated and you will be responsible for any resulting losses.



This webcast is dedicated to my two early mentors: Dr. Alan
Andrews, a great market researcher that applied Newtonian
Physics Iin the 1920’s to develop the Median Line, one of the
only true leading indicators available to traders; and Amos
Hostetter, a master of risk reward and money management and
IN my opinion, the best ‘Campaign Trader’ in the last 300 years.



Let’'s Read the Crude OIil Futures Market and Let It Talk to Us!
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Price is moving higher. Look at the Line of Force. As Time [or Space] goes
forward, the Lines of Force are getting more and more gentle. Is Price still in an
Up Trend? Are you beginning to anticipate atop is forming - a 'round top' perhaps?
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Wide Range
Bar Higher
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Open Gap Higher

Price is making new highs, the Gap below the market remains
open - The trend higher seems to have strengthened again.
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Price is cascading lower. It has now boken two Prior Swing Lows. What is the current trend?
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Gap Zone
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Major MPL

Supporting
Swing Low

| marked the Major Swing Low to the left and the Major Swing High. Price has pulled
back, but has it done any damage to the Up Trend? | consider these sets of Horizontal
Lines to be key signs on this chart. Pivot A and B are easy to identify. The search for
Pivot C always contains more "art’' than normal if you try to draw it ‘close to the bone'.
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This is the widest Swing in
the entire rally. As it turns
higher, | want to see the
Probable Path of Price. |
choose this B Pivot and this
potential C Pivot to draw a
Width Median Line Set.

Pivot B

Pivot C

i
Pivot A “
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In an any Trend, the key is thinking several steps ahead. In this Up Trend, we saw Price trade higher and then the slope of the
Trend gentled as Time [or Space] moved to the right. Then Price expended a great deal of Energy gapping higher with a Wide
Range Bar that closed higher. And for a time, Price continued to make higher highs. But markets get out of balance and then tend
to come back into balance. We call this a Pendulum Pullback. As Price turns lower, you can learn to play "what if' and in your mind,
‘'see’ this Pendulum Pullback. This is how | saw the potential Pullback before it occured, from the first bar of weakness. You can

| see there were a handful of potential end points for the Pendulum Pullback. But in the end, it was a very useful anticipation.
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Median Line
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Upper Parallel

Pivot B

Upper Gap
Line and MPL

Lower Parallel

Pivot C

| finally draw in my Width Median Line. Note | used the Widest High-Low Swing for my B-C
Pivots and | used the Major Swing Low as my A Pivot. This should give me a good projection
of the Probable Path of Price. Also note Price has boken back above the Upper Gap MPL.
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Here's a closer look at the Median Line and the Upper Gap Multi-Pivot Line.




Price just broke out of this
Energy Coil to the Up Side.

| added a green up sloping Median Line Defined by the two lows and the
Upper Gap Line that make up the Energy Coil Price just broke out of to the
upside. This will help me define the shorter term Probable Path of Price.

This is where the Whales
play: Close to the Bone!
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Let's do some advance
see if we can pick up the frequency or Probable Path of Price.

d drawing [Action/Reaction Lines] and

This is the 'Training Period'. | am drawing a sloped
Multi-Pivot Line that grabs both Tops and Bottoms.
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H.IH lc pyth Ip of the original line [now labeled "Center Line']
and conncect to the lowest low, and the | project it forward.
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"For every Action, there is an Equal and Opposite Reaction”

li l‘ \l i I‘

l\ l"" m

Hl ,_
/

222222222
FFFFFF

20



"For every Action, there is an Equal and Opposite Reaction”
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"For every Action, there is an Equal and Opposite Reaction”

Mark the same distan rthe top and add a Reaction Line

lin wthth ame Ip th Center Line. This

gives you q uidistant Action Reactio L e Set ” ‘I
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qi‘ " Wouldn't you like to know to be
looking for this Pivot in Advance?

Let's take the same frequency or slope and use the same distance and Project the Distance,
stack several more lines and see if this Action Reacton Line set when Use the same slope
projected forward [in Time or Space] catches any more Major Pivots

FIdttheth
‘ ” the Reaction Lin

Project the Distance,
Use the same slope
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Center Line
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Project the Distance,
Use the same slope

looking for this Pivot in Advance?

Action Line
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Upper Gap
Line and MPL

We know these lines are carrying forward
/ frequency. Let's zoom in and also pay attention
to the green up sloping Median Line Set
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Now that Price is back above the Action Line ad has broken above
the Upper Gap Multi-Pivot Line, | am going to consider taking a long
position in the Crude Qil futures if Price pulls back to the area where

IIII Price intersects with the Upper Gap MPL and the green Median Line
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| If Price re-tests the Upper Gap Multipivot Line, I'll get Long Crude Oil Futures at 89.75.
| Does this trade make Risk Reward sense? Price zoomed both the Median Line and the
I I Upper Gap Multi-Pivot Line - That was the sign of strength | was looking for. If Price
can't hold both of those, | don't want to be in this trade. My stop will be $3 below my
entry price. And my initial target is the Upper Parallel at 88.75, because my statistics
show that price makes it to the Upper Parallel 80 percent of the time. That means | am
I | risking $3 to make $9, an acceptable three to one Risk Reward Ratio.

Profit Target at the Upper Parallel: 98.75

11— y ( | Buy at MPL and Median Line: 89.75

||| Intitial Stop Loss $3 Below Entry: 86.75
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I almost got filled on the next bar but by the fifth bar, Price came lower and re-tested
the Upper Gap Line and the Median Line exactly where they met - at the Energy
Point - and filled my Limit Buy order before trading back higher. After | checked that
my initial stop loss order was in the market, | recalculated my Profit Target, because
I am long against up sloping lines. That means | get paid more as Price moves to
the right. | entered my Limit Sell Order to take profits at 99.90. Remember, my initial
Profit Target was at 98.75, so my potential Risk Reward is already improving.

Profit Target at Upper Parallel: 99.90

Long at MPL and Median Line: 89.75

Intitial Stop Loss $3 Below Entry: 86.75
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Price heads higher after testing the Median Line and Upper Gap Multi-Pivot Line.
Four bars later, Price breaks above the Prior Swing High at 94.75 and closes on
its highs. | have more than $6 in this trade and my initial risk was $3. Because
Price has broken above the Prior Swing High and zoomed the grey Center Line, |
move my Stop Loss order up to break even. | also check where Price will intersect
with the Upper Parallel and move my Limit Sell Orders to take profits up to 102.25.

Profit Target Met at 102.25

Prior Swing High Broken at 94.75

| |

Working Break Even Stop Now

Initial stop Loss Cancelled: 86.75
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handful of days. | quickly checked that | had bought and sold an equal number of
contracts and that | was working no other orders. Because | was long against up sloping
lines, my Risk Reward improved from an acceptable three to one to a very nice 4.17 to 1.

|

| ||| | Price traded straight up from that point and my Limit Sell order at 102.25 was filled after a

Risked $3 and Made $12.50:

| Realzes Aok Reward nas 4.17 0 1
I|”|| hll‘l ||| |||l||||| ll 1 || | I||||

Profit Target Met at 102.25

\

g | | || Long at MPL and Median Line: 89.75

[ ! —
' Break Even Stop Cancelled /
Initial sto’ Loss Cancelled: 86.75
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struggles to make a new Swing High and fails. Then | see the
Press of Sellers as each bar tries to rally and fails. Finally, Price
|||| breaks below a Prior Swing Low. Has the Up Trend changed?

X I|||||

Swing Lows Broken

“ ||I||| | rolled forward four stops with the last trade. | watch as Price
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As | watch Price trade lower, | look at the chart carefully. | don't
think the Up Trend has changed at all. And now | see a great
area for a Pendulum Pullback - where the Upper Gap Multi-
Pivot Line intersects with the green up sloping Lower Parallel.

WA

i ||I

This would be a
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Gorgeous Pullback!
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Flat and Looking for the Next Pendulum Pullback
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|| As soon as | spotted that area of confluence and got excited about
a long position there, Price turned higher! | still want to get long

again and since | have four stops rolled forard from the earlier

| trade, I'll be a little more aggressive when | place my limit buy

orders, moving them inside the Lower Parallel if | get a chance.

,/‘ ...S0 I'll work orders inside

the Outer Parallel for My Entry!

L/ Price never gave me a chance...
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Can | Take This Trade? Risking $3.50 to make
$9.757 That is an Inital Risk Reward of 2.79 to 1

Profit Target at Median Line: 105.75

| | | || 'h l Long JustiInside Outer Parallel at 96.00
|| Initial Stop Loss Below Prior Swing: 92.50
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If Price Takes More ‘Space' to Meet the Median
Line, It May Be Atracted to the Confluence at 108.50

: Profit Target at Median Line
and Upper Parallel: 108.50

Long JustiInside Outer Parallel at 96.00

Initial Stop Loss Below Prior Swing: 92.50
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I Risked $3.50 and Made $12.50.
My Actual Risk Reward Was 3.6 to 1
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Profit Target Met at Confluence: 108.50
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Long JustInside Outer Parallel at 96.00

I

Initial Stop Loss Below Prior Swing at 92.50 Cancelled
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A Clue About Using CME Currency Futures to
Help Spot Impending Trends in Commodities
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Ensign Windows - [CADIPY AQ-EX Weekly |
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Thank You for taking the time to attend this session. Questions?

"Master your tools, master yourself.”
®Timothy Morge

www.marketgeometry.com www.medianline.com
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