Daily Wrapup – Thursday,  April 10, 2008

I’ve been away for two days, so I traded through my mobile phone. I saw a lot of people that took a  British Pound US dollar trade that did not work out. 

I made a 4 hour graph that I want to discuss. If you look at the right hand top, that’s a trade that I did on the British Pound when we got the TC off that 89 coming down. We were in a triangle, if you remember that. So I expected a breakthrough the triangle. You can go and read it on the thread itself, when I did that trade. I didn’t really expect it, but I wanted to give it a chance. We were in a triangle with a flat bottom, and eventually it did break through, and when it breaks through, you can see that purple line at 1.9752. That is where I put my stop to give this trade a chance. When it breaks through, it usually pulls back to the breakout level, and then starts moving onwards again. And that’s the scenario I was giving it the chance to do. Eventually, if you look at the red rectangle that I’ve drawn there, the price went through. Then at point A, it pulled back towards the breakout level, and then came down with that little tail. If you entered short at that point, you could’ve made a couple of pips there because it went down 30 pips before it turned around. Then it pulled back to that B ellipse I’ve drawn there just below the breakout trendline, and then it eventually went inside the triangle again. 

Now what is the scenario in a case like that? Price moved through, then it pulled back, it moved down and then it pulled back again. If it does not move onwards, in this case downwards at point B, the moment it pulled back inside the triangle means it was a false breakout for that time being. So now you don’t look for short trades anymore because now the price went up to the 21 EMA, went inside the triangle, (which is a false breakout according to me), and then it came down to the bottom trendline and then shot up. It was right before the interest rate decision today, so at ellipse C I won’t get involved in the price, even if it was 2 or 4 or 6 hours before the news announcement. The reason being, we just had a false breakout. It pulled back inside the triangle, so now it has to show its colors. If you really wanted to get involved, then you go to the 1 Hour. If you look at the inset, point A is where it pulled back to the bottom trendline and then started moving down. At the close of that candle, look at that little tail upwards. That is where you enter. At point A, that was the second pullback towards the trendline. On the 4 Hours point B as well, the ellipse I’ve drawn there. If you got involved there, that was the wrong deal. Then the price pulled back inside the triangle, it came down to the first C (the red circle), then the second time it came down and then moved upwards. 

What I want you people to see here is the fact that we’re at a breakout of the triangle, and a pullback inside. So that means that they’re not sure where they want to go with this thing, so you have to be very careful. I know I heard people say that they saw the 4 Hour possibly forming a TC and on the 1 Hour there was a morning star. I had a look on my platform, as well as the Interbank one, which differs on the hour, and I could find no way that I could enter, even on the 1 Hour. So for me, I can’t really understand why some people took it. Maybe someone could post some charts so I can see what you were looking at. The only trade that I saw was long and not short because we pulled back inside the triangle, and again that was a breakthrough from the bottom of the trendline. So then the tendency is that you’ll pull back to the breakthrough level or your support and resistance level to carry on in the direction. And that’s what exactly happened today. It came from the bottom of that trendline, pulled through it, pulled back to it and then moved up again. So that was all within the rhythm of what we’ve been taught on the thread. When price goes through a major support or resistance level, it tends to pull back to it before moving onwards. Now, first was a false breakout in a sense. Then it pulled back inside the triangle so I expected it to move down to that breakout level and then move back in again, and that’s what it did today. The news made it a little bit difficult.

The Euro exactly went to that top trendline, when I did that trade yesterday on the 8:00 to 12:00 candle. I expected it to go up there, because I didn’t draw that upper trendline that Mike was asking about. Eventually it went to that top trendline, and really came down. I closed it a little earlier last night, at 1.5840 because the price got stuck there, and I wanted to go to bed. 
Those were the two trades that I was involved with. 

I saw that people made pips with the British Pound and the Euro. Well done to those people, and let’s see if we can make some more this month. So far, this month has been good to me. I’ve only made three trades. I have been busy the first part of the month, and could not really trade, but I’ve made three very good ones so far. So let’s see how the rest of this week and the month is going to go.

