
NANNINGBOB 4H TRADING SYSTEM. Copyright 2009

I Have been playing with this system in manual trading for almost two years. It has developed over time to where it has become a highly profitable trading system. In the past I would trade it for a while, do well, and then get whacked. I then would sit on the idea and over time have added enough of the right filters to make it a very specific system with good steady returns. It is basically a manual trading system with an EA for making the exact entrance you want. Once the EA enters the trade, you decide whether you want to just scalp some pips or do a long term trade or anything inbetween. I believe I have this refined down to where an 80% win ratio is very possible. Any way here we go. 

FOUNDATIONS

1. Let us start with our basic green screen.  What I want you to learn from this screen is the benefit of a good overall view of what is going on in the market. I think the 4H is the best time frame (TF) for seeing what is really going on in a currency pair.  The green line is price movement but what I want you to understand is the dotted white lines divide the trading week.  From one dotted line to another is a trading week, so you can see four weeks of price action at one time or about one month of price action. This will really help you in seeing what is going on recently with a pair. 
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2. RED MACD LINE (pic below)—The MACD is one of the most popular trading indicators of traders. I am only going to use the red signal line for this system. We do not need the main line or the histogram. The one being used is the standard MACD of MT4. Later I will be putting two Stochastic Oscillator lines with it and they will give you accurate information of how price is acting. Also on the screen are 3 yellow lines produced by a Stochastic Oscillator. I will explain these in just a moment. 

One of the downfalls of MACD is that it is a lagging indicator and will get you into trades too late. It also reacts slowly to price change, so we add some more lines to help in making decisions later.  However, this is what you need to know from this line.  Below you will see a 4H MACD signal line on a GBP/JPY. This line will give you several indications of price action over a 4 week period. 

There are 3 things this line will tell you and all 3 shows up over a period of 4 weeks. I labeled each week 1, 2, 3, 4 in white numbers.

· Letter A — When MACD red line is near or past the 85 line or the 15 line you are near turn around territory. You will find this to be true most of the time but there is an exception. I will cover this later. For now when you see price in this area you can look for a turnaround in price. How to identify this better will be explained later. You can see price turn around at the beginning of week 1, week 2, and possible in week 4.

· Letter B – MACD red line is at a 45 degree angle. This is showing good price movement and you have a solid trend going in a particular price pair. Week 1 is particularly strong; Week 2 has a good retracement and another at the beginning of week 4. Seeing this angle helps you to stay in a trade longer and reap the benefits of riding the trend.

· Letter C – MACD red line is flat and signifies that price is not trending or is just bouncing between a resistance and support level. You see this very clearly in later week 2 and all of week 3. 

· So in conclusion the MACD red line gives you a very clear visual of general price movement for the last 4 weeks. 
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3. The next picture below is a blue line from the Stochastic Oscillator. There is a Stochastic Indicator and a Stochastic Oscillator. We only use the oscillator in this system. We also change its functions from low/high to close/close and we use Linear Weighted for the MA method. The numbers used are 14-5-3. We over lay this on the MACD screen and we have a MACD Sto cross indicator. A very useful one as you will soon see. If you have ever used Sto indicators in trading you know that they go overbought or oversold too quickly and are very poor at predicting long trends. However, mixed with a slow indicator, like MACD, you get a very quick visual on what is happening with price. It has several functions:

a. If the blue Sto line is greater than the MACD red line- you are in an uptrend and if it is less than the red line you are in a downtrend. As you can see this becomes a very easy read.

b. The oscillator also plots a yellow line at the 85, 50, and 15 marks. When you are above 85/below 15 you are nearing turn around territory. When the blue line crosses the red you have a change of direction in price action. It now becomes obvious to you that when these two lines close in on each other it is time to close your trade and to get ready to go in the opposite direction. 

c. Look at week 1 letter A – When the blue line crosses the red line we have a change of direction in price action. As it nears the 100 level it flat lines and it takes almost a week to catch the red line. A nice long profitable trade. Even when it hits 100 or 0 some of the biggest price moves are yet to come. In week 2 you have the same thing but this time price action is much smaller but there still was a nice move there. We will add a third Sto line to help in the decision making process. 

d. The one rule you cannot disobey in this system is you do not enter any trades unless the blue line is near, above/below the 85/15. There is one exception to that rule but that is when you are reentering a trend. I will show that one later. 

e. So in conclusion, if the blue is above red you buy only and if blue is less than red, you sell only. There is an exception to this rule but we will talk about that later.                          
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4. Now we are going to add two more sets of lines and establish our first trading rule.  In our next chart we have added a second Sto line to our indicator, a 7, 3, 3 white stochastic oscillator line. This white line now becomes our trigger and decision maker line.  The other is the Bollinger Bands. We are now ready to establish our first trading rule. (See the pic below)

a. TRADING RULE #1: When the red, white and blue lines are bunched together above the 85 yellow line or below the 15 yellow line and price is at the top/bottom of the Bollinger Bands, you will want to turn on the sell or buy EA to enter the trade. Week 1 and Week 4 – letter A are buys; Week 2 Letter A is a sell. Notice the trades by the red arrows. The white line is your trigger. When it moves up you enter.  

b. Week 1 has all the indicators together at the 15 sto line so you would turn on the buy EA. If you have problems entering early in trades, I use the EA to do it for me so I don’t. Not all of us are completely disciplined traders. I want to get in. The EA has a specific place it enters the trade for you and that is about the time the white line crosses above/below the 15/85 yellow line.  Depending on how the trade goes it actually may be hours or even days before the EA enters the trade. 4H trading is a much more patient trade. I couldn’t stand waiting for the right moment so I use an EA to do it for me. I will explain how it enters later. We also will explain exiting trades later also. 

c. The second opportunity arrives in week 2. This time it is a sell and the EA will enter the trade sometime during the second red candle.  The next opportunity comes in week 4. This trade is not as strong as the other 2 but there are plenty of pips there to make it worthwhile. The number of pips from the bottom Bollinger band to the middle is over 300 pips with the gbp/jpy so there is plenty of room. 

d. Notice the run up in week 1 after price hits the top of the Bollinger Band. An EA will wait for the run to finish before entering, where me, I jump in too early. (  So I have the EA do it for me. The EA would wait about 32 hours before entering this trade where I would have jumped in late Thursday or early Friday,  it would wait for the following Monday.

GBP/JPY SIGNALS
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USD/JPY SIGNALS (pic below) Notice in week 1 we have a very clear signal to sell. See letter A. If you take this trade to the middle of the Bollinger Band it is around 100 pips, If you take it to the bottom it is closer to 160 pips. The angle of the red line and the closeness of the white and blue make you think you should ride the trade. If not take half now and let the other half run.

e. Letter B & C are signals even though the red is not quite there. On the medium and slower currencies you may not always get the red to cross the 15 and 85.  B & C end up being retracement trades but they are still profitable. Depending on when you exit they would be about 50-80 pips.  Once a trade gets into profit bring your stop loss to 0 or +10 and make sure a winner never turns into a loser. Nothing more discouraging than to see a small winning trade turn into a loser. 

f. Letter D is a signal but price runs for another 100+ pips before price turns around. This is why I use an EA. If the MA cross does not happen it will not enter until it does. If it does enter we then use multiple levels to make the trade profitable.  (more on this later)

g. At the end of week 4 you can see my EA has not entered yet even though I had turned my EA on Thursday night. I would have jumped in 24-30 hours too early; it forces me to wait to Monday or even Tuesday before price changes enough to enter. I wanted to show some trades are not always biggies. There is a way to trade this down slope but I will show that later.
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USD CHF SIGNALS

5. Here are some very volatile weeks for the USD/CHF. 

a. Week 2 letter A you have a maybe signal, close, when I see a run up or a run down on the Bollinger Bands I will turn the EA on but that is me. I like to violate my own rules. But you will see some currencies the red MACD will not always make it. 

b. Week 2 Letter B is a much clearer cut trade entrance. 

c. Week 3 Letter C is a very weak signal and I probably would not take it especially with the red, white and blue lines are not together. 

d. Week 4 letter D is a classic signal. Starts off as a week move but gains over time. This is one where you take ½ profits early and let the rest ride to see what happens. Sometimes you catch the big move but most of the time the other half gets stopped out. 

e. Week 5 E and F are both classics with E being 200 + and F being 100 + [image: image6.png]USDCHFm,H4 1.1364 11368 11343 1.1360
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THE WHITE LINE

a. Knowing how to read the white line as compared to the blue is a key to trading this system. If the white and blue go up together, the tighter they are the stronger the move and the longer you want to stay in.

b. The farther apart they are, the weaker the move and the less time you will want to stay in the trade. 

c. IF the white goes up or down and the blue does not go with it, that is your whiplash indicator and you want out of the trade before you get into trouble. 

d. Notice at letter B (pic below) there are two buy indications. The first one to the left of the arrow met the conditions of a trade but price reversed and led to a second time the conditions were met right at the B arrow. If you look to the white line spike, it went up but the blue and red lines did not go with it. This indicates whiplash and you need to exit the trade to keep from taking a big loss. When all three are together again you turn on the EA again and away it went. It had a nice run up to the white weekly line. The conditions were met a third time in week 3 so this pair had three signals in about 5 days. Two of them were profitable and the first one depended on where you decided to get out.

e. So in conclusion, all lines above or below 85/15 and bottoming or topping the Bollinger Bands becomes your entrance point. These are nice easy to read and do trades. 

WHIP LASH WARNING

6. In the pic below you will see reading the white line is a key to trading this system. Letter A gives you a signal, you turn on the EA. The trade is entered and boomerang, it reverses and whiplashes on you. The way to read whiplash is the white line goes up but the blue and red do not. This is a classic whiplash and you get out or set a stop loss. B gives you another signal and this one is a nice ride.  The white line will give you a whip lash warning on a trade so look for it. This one would not have been damaging but they can be. I faced this problem more when I used this system on lower time frames like the 15M, 30M, and 1H.  On 4H time frames whip lash is much less of a problem. You just have a much better read on the market here and when things line up price is pretty much done.  However, in trading there are always exceptions.
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7. So in review of the foundations of this system:

a. Enter when all three lines are above or below the 85/15 line, confirming with price being at the top or bottom of the Bollinger bands. At this point you only turn on the EA and let it handle the entrance.

b. If you enter a trade and the white goes up and the blue does not, you should suspect whiplash and then get out and look for a better spot to enter.  Again price does not go past or just barely passes the center Bollinger band. I will teach you later how to use this as a reentry into the trend technique.
c. These are your simplest and easiest trades with this system. I play all 22 currency pairs on my screen and every day I choose which ones give me the best signals. I will get several good trades a day but there are days I do not get any. That is ok. Keeps you out of trouble. Also these trades take patience. Trading the 4H chart can take time but you do not have to sit at your screen waiting hours for the right entrance point. I have developed a warning system and an EA to help you so you don’t miss good trades. 

d. I check for trades at the following times but will take trades anytime during the day or night. Sometimes there are no trade scenarios but you will be checking again in 4-6 hours. Sometimes you see one coming up but decide to wait until the next 4 hour bar. My most common trade entrance times are:

· Just before the JPY open

· Just before the Euro open

· 2-3 hours after Euro open

· Just before the USA open

· After the Euro close (middle of USA session)

· After the USA close.

THE ONE WEAKNESS OF THIS SYSTEM

1. I would love to report to you the perfect world but there is one weakness in this indicator system. I point it out so if it happens you understand what is going on. We had this problem in trading with lower time frames but since I have switched to the 4H the problem is much less but it does happen. Because we are on such a high time frame by the time you see it, the trade is done but I want to show it to you anyway so you know. If you decide to go to a lower time frame this problem will manifest itself much more often. 

a. The stochastic oscillator is a fixed oscillator. If the white and blue lines hit 100 or 0 they will just go flat until price changes. However that is not true of MACD. The red line will just keep sliding as price continues. Let me show you and watch the relationship of the orange vertical line with the MACD red line as I move forward in time. 

b. In pic 1 you will see the clear trade signal and it was a nice profitable trade. 

c. Now look at pic 2, the red line has now slid up to the 50 line. This killed our 30M system we had tried earlier but with the 4H chart we notice this 2 weeks later and it made no difference in the trade. The trade was long done and over. I just wanted you to know one of the weaknesses of this system when I used it on lower time frames. This is why I moved it to the 4H chart. 

d. Because of this weakness though I have added a couple of precautions anyways to help.  (see pic below)
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Pic 2 gbp jpy
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USD/CHF DECEMBER RUN
2. Here is the famous USD/CHF December 2008 run that lasted for 9 days. Pic 1 shows an entrance signal but price is going to run and run and run for almost another week before turning. There is no retracement at all to save your butt. It is stop loss after stop loss or never gets in. HOW DO YOU KNOW??

a. See the yellow-green line to the far right, which is an entrance signal. I also put a yellow check in the upper right hand corner.

b. Now look at pic 2 and see what happened for almost a week and MACD slid all week with it. The blue and white lines went flat and stayed flat. From the time the signal was generated until it turned was 1300 pips. 

c. How can we prevent a disaster like this? I have one precaution that will work most of the time but it won’t be perfect. It would have worked on this trade. The EA has a MA cross that would have saved our butt on this trade and many others with moves that aren’t this extreme. I let an EA enter my trades. I don’t make that decision anymore. I make too many mistakes and jump in early too often. 
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USD/CHF PIC 2
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TRADING WITH THE WARNING AND EA SYSTEM
3. Now I want to add another feature to this system. It is basically a moving average cross represented by the red and yellow lines. (See pic below) These become important because the warning system and the EA are based on a 3x3 cross. When a 3 MA open crosses a 3 MA close an arrow is painted on the screen, a message is posted on the chart and a warning sound will be played. (The warning system is set to warn before the EA would enter a trade so they are not quite the same) You then can decide whether or not you want to enter that trade. You can put the sell or buy EA on the chart and let it enter the trade when the 3MA close crosses the 3MA open.  The first picture below shows the MA lines, the second picture shows the arrow warning system. There are two types of warning systems in the package. One which plays sound and posts arrows and one that posts arrows but no sound. 

4. When you decide this maybe a good time to enter you turn on the buy or sell EA. Now it maybe a while before the EA enters the trade. In the case of the USD/CHF at least a week, depending on price action.  In other cases price may continue to trend against you but because the EA won’t enter until price changes direction you are safe. You only decided it is a good time but the EA will enter the trade at the MA cross. I tried to get the EA to enter about the time the white line crosses the 85 or 15 lines. This seems to me to be a good spot. The EA will wait until the 3 MA close crosses the 3 MA open whereas many times we won’t wait and will enter too early. It is this discipline that hopefully will keep us from getting into deep drawdown. Let the EA make the calculated entrance. If you don’t want the EA to make the entrance you can of course manually trade this system and enter on your own.  Those of you who like support and resistance lines may do this. 

a. The first pic below shows the MA crosses. They are very tight so you don’t want to turn the EA on until you are ready to make the trade. However, if you are wrong and price keeps going it will stay out of the trade until price does change. Something I am reluctant to do especially when I need to leave.  I don’t want to miss a good trade but I can’t sit at the computer all day and night either. You can look at my USD/JPY trade I pictured earlier. 

b. The second pic shows the arrows and Bollinger bands. The final chart you trade off of does not have the MA lines. They clutter up the screen too much but you will see them etched lightly on the screen.
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The arrows below are not based on a 3x3 cross but a 1 MA crossing a 2 MA. This will give you some false signals on occasions but the warning system is designed to let you know a trade is coming up. When an arrow is posted it will make a sound (unless you use the no warning screen) and it will post to your screen the time and currency pair the cross just happened. If you like the trade and it meets the criteria of the trading system, you then put on the Buy or Sell EA and then wait for it to enter the trade. Sometimes price will drift for hours or even days as the bears and bulls duke it out and when price finally turns the EA will enter.  So you have both visual and sound warning with this system. 
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2. Another feature of this system is when you put the Sell EA on. It will still post arrows but I turned off the Sell warning and it will only sound when a buy signal comes on. In other words when the 1 MA crosses the 2 MA again you can check your trade and decide to take the profit, loss or continue the trade. So sell screens will give you buy warnings and buy screens give you sell warnings thereby giving you a chance to close the trade with profit. We will discuss taking profit scenarios later but I wanted you to know the dual nature of the warning system. 

3. The EA does not close trades. You must close trades by setting a TP or manually closing them. Because market conditions and currencies are different you will need to learn when and where to profit. Again I will go into that later. 

· In conclusion there are two key components to this system when you are ready to enter a trade.

· The warning system, warns by sound and by message that there is a trade possibly coming.

· After the trade is in, the sell EAs warn of buys when the MA crosses the MA and

· The buy EAs warns of a sell. This allows you to close a trade at a good profit point. 

4. Finally the last protection of this system is that it is a multi-level trading system. If price goes against you, the EA will reenter every 150 pips or 200 pips on the chart depending on which one you use 

(1) Price moved enough for the MAs to cross and a sell trade was entered. Soon after price moves against you. You can do 3 things:

(a)  You could close and wait for another signal. OR
(b)  You allow the multiple level reentrance of the EA to work. You have three choices of EAs. There is one that reenters every  every 150 pips, or one that enters every 200 pips. The 150 reenters every 2 levels  and 200 reenters every 3 levels. You can mix and match any way you want, the magic numbers are the same.

(2) If you use the 150 it would reenter every 150 pips if price goes against you. This goes only 2 levels if price reverses on you. If it goes farther you can add the 200 and go deeper to a third level or close out like a stop loss. If I don’t like a trade I like to reenter just one time and get a retracement for a minimum loss, no gain or even a slight profit. If I get into real trouble I will enter a third level to get out with the best position possible. I rather have a 1 level trade than a 3 level trade. I like having a safety net.  So there is flexibility and choice in this system.

(3) Only the 200 pip one will enter a level 3. The 150 only goes 2 levels. Since they all use the same magic number they are compatible and will close all the trades of that currency if you have the EA turned on. If you wish to handle the different levels individually you need to turn the EA off or take it off your screen. You can put the blank screen on and handle each level individually if you wish. 
(4) For example: If you used the 150 it reentered 150 in the hole for you with a second trade and you would have two trades going. One which would be 150 pips negative and the other at 0. If you didn’t like the trade at all when the second retraced halfway back to the first you would have a small loss or profit and you could exit the trade with no damage.  

(5) If you like the trade and price is moving well for you you can eventually have one with very good profit and the other with a small profit. This feature is so you don’t take a loss on a trade that eventually will go well for you. You reenter to get a better position on the trade. 

(6) The 200 reentry allows a third level. I would use this one to begin with until you are familiar with a currencies price action. It gives you the most flexibility and range. 

ADVANCED TRADING TECHNIQUES

Here are some other trades you will see with this system but you should learn to do the two basic trades first before you try these.

1. Let me show you some other trades you can do with this system. So far I covered the easiest to see and to trade.  When the red white and blue lines are above or below the 85 and 15, the trend is changing direction trade and you turn on the buy or sell EA. Let it enter the trade and then you manage it after that.

2. Next I want to show you a TREND CONTINUING TRADE. This is a trade that you entered, took profit but it is still running or you missed the first entrance and you want to get in. How do you get back in?

1) Below are two great examples of whiplash using the white sto line, I marked them with the yellow line. The white line went up but the blue line did not go with it both times. This shows price is continuing its downtrend. Also notice that price bounces off the 20 MA line of the Bollinger bands. Both of these spots are excellent places to get in on the downtrend. It is the one time you enter a trade without using the blue line indicator that is above or below the 15/85 line. You play the bounce off of the 20 MA Bollinger band and the white line bouncing off the top of the chart. The blue is still lower than the red showing we are still in the downtrend. (WARNING) If you play the blue line above the red line then you are facing a whiplash situation. Make sure the white and blue lines are opposite of the red line for this technique. This trade actually went on for 3 weeks and if you have the skill to stay in it could be very profitable. If you got out there were two good places to get back in this trade. Actually there is a third but I did not mark it. Do you see it?? There were some clear signals. You can turn your EA on to get the entrance when price finally turns. 

2) Look to the left of the first yellow line. You see that the red, white and blue were above the 85 line so you entered a sell. Priced moved south and finally the white line hit near 0 and price has reached the bottom of the Bollinger Band. You can also see that price has reached a support level so you figure it was time to take your profit. That is how I close my trades using this system. 
3) About 36 hours later or around 9 or 10 bars later you see the white line has gone above 85 but the blue line did not go with it. Price is also bouncing off the 20 MA line of the Bollinger Band. Guess what? This is a great entrance point to go south again. You follow price again to the bottom and you take profit. The following week by the middle of the week the white line again is above 85 and the blue line did not follow. (see the 2nd yellow line) Price is bouncing off of the 20 MA; the blue line is below the red line showing we are still in a downtrend.  So you enter again and price floats for the rest of the week and the next week it collapses for a big gain. You may have closed on the last Friday in profit but on the following Monday price continued to drop. You can see on that Friday the white line peaked above the red and went south again. This could have been a 3rd reentry in this trend but I seldom take them unless they go near the 85/15 line. But that peak-a-boo trade would have been a good one.
4)  I wish I could tell you how to know how to stay in but unless you play blue line all the way until it crosses the red and price does not break the 20 MA of the Bollinger Band. That is your signal. 

5) This system uses the lagging MACD, a medium sto and a fast sto. Once you start reading these line movements along with the Bollinger Bands, you can hit a lot of winning trades and the white line will let you know if you are on the wrong end of a trade. 

6) If you are a short term or medium term trader, I just showed you 4 or 5 great trades over a 3 week period using this system. 

7) If you are a long term trader and like to hold them. When the white and blue break across the red from above the 85 line and you know the fundamentals of a currency call for a nice run. As long as the blue line stays below the red line you can hang in the trade. 

8) So in conclusion if you get out too early and you want to reenter a trend look for the white line to be above/below the 85 and the blue on the opposite side of the red. Also, look for the bounce off of the 20 MA Bollinger bad. This is a downtrend/uptrend continuation signal. You also want to be going in the same direction as the Bollinger Band 20 MA. Don’t fight the trend. [image: image14.png]AUBCADM,HA 06726 0.8748 06704 0.8734)
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3. Now let us look at a third kind of trade. NON TREND TRADING—Price is ranging or bouncing between support and resistance. 

· If you can learn to read these trading scenarios right, they will make you extra profits but you also have a better chance of a whiplash trade. Below you can see the primary trades marked by the pink lines and have a yellow P on them

•
Secondary trades are done when the red line is in the middle someplace near the 50 line and the white and blue lines are above or below the 85/15 lines. You can turn the EA on and wait for MA lines to cross. If price keeps moving against you, which can happen on these, the EA will wait for the cross before entering the trade. 

•
Notice the green secondary trade opportunities which are the green lines with the pink check by them. These can be very profitable as you can see by the chart. 

•
The rules to these trades are very simple if the blue and white are above/below the 85/15 lines then be prepared for price reversal or a price correction.  Also, playing off the top/bottom of BB or support or resistance lines can work with these signals. I would not play them without BB confirmation.
•
You can see 4 good trades using this secondary method. They are the green lines with the pink checks.  You can see the second one ran up the Bollinger Bands for 12 hours. This would cause most traders panic but with the EA making the entrance on the cross, it will wait it out for you. You can sleep or go to dinner or ……………………….

•
Can you spot the 4 primary trades where the red, white and blue are above and below the 15/85 lines? So with the 4 primary trades and 4 secondary trades you have 8 solid trades during these 4 weeks.
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4. So with this system there are 3 types of trades you can enter on:

a. PRIMARY TRADE: RED WHITE AND BLUE are above/below the 15/30. If you use nothing else you could be very profitable with this

b. TREND CONTINUATION: The white line is above 85/below 15 and the red is in the middle of the white and blue. The blue line did not follow the white line. You should also see a bounce off of the 20 MA Bollinger Band. This is also a whiplash warning signal if you are going the wrong way.

c. NON TREND TRADE: Price is ranging and you play off the blue and white going above or below 15/85 and you use the top/bottom of the Bollinger Band. You also use the EA to enter just in case there is a run up/down on the Bollinger Band so you don’t enter too early.

d. Below is the AUD/USD for 4 weeks. Starting from left to right you will see each kind of trade. 
Green = Primary Trade  

Pink=Trend Continuation Trade 

Blue=Range Trade
e. Are you going to catch all of them, of course not, so many are easier to see after hind sight. What is nice is the EA will pick up the entrance for you, and then you manage the trade. The one big rule is, 

DON’T LET A TRADE IN PROFIT TURN INTO A LOSER. GET YOUR PROFIT PROTECTION IN.

[image: image16.png]



So in conclusion there are three types of trades:

1. The red, white and blue lines are all above or below the 85/15 and the Bollinger bands tops or bottoms are being hit. When price reverses a warning sound and arrow will come on and you can put the buy or sell EA on your screen.

2. The white line moves but the blue does not and price stays below the middle line of the Bollinger band. This is a trend continuation and also a good place to reenter a trending currency. OR if your trade is going the wrong way this tells you the trend is continuing and you are going the wrong way.

3. The red line is near the 50 line and you can play the blue and white lines going above or below the 85/15 yellow line. 

CLOSING TRADES—WHEN CAN YOU TAKE PROFIT??
In closing trades you can take several options:

1. When the white line hits the opposite end 0/100 line you can close for profit

2. When the white line crosses back over the blue you could close.

3. When you hit a support or resistance line you can close for profit

4. When the blue line goes back above the red you can close for profit. 

5. When price reaches the middle, top or bottom of the Bollinger Bands. 

In the picture below we will look at each type of profit scenario. 

· Week 1 A (1st red line)-- you do a buy because red, white, and blue lines are below or at 15. Price moves to the middle Bollinger band and the white hits the 85 line. You take your profit, you are happy.  (P1)(  OR
· The blue line is above the red line and you think price will continue up. You close ½ for profit put a stop loss at no profit or +10 and continue the trade. Price bounces around for 40 hours or almost 3 days and then heads up again. At P2 blue and white meet and you hit the top Bollinger band. You close the rest of your trade. First TP is around 125-150 pips and the second TP is around 250-300. Not bad.  

· Week 2 (2nd red line)—The Wednesday or Thursday before week 2 you decide to try the white and blue together going down from the top of the Bollinger bands. Price bounces around for a couple of days and reverses some. The next week it enters a second level trade above your first trade and then goes south. You close one for profit when it hits the middle Bollinger Band. You get a nice drop for a couple of days and TP when blue and white meet below the 15 line (P3-- green check). 

· End of week 2(third red line)—you like the trade coming off the bottom of the Bollinger band, blue and white are below the 15 and the red line is almost there. (Could be a bit shaky but you are on a roll, The EUR/USD many times will not quite make all three below the line but get close) In week 3 on Monday it zooms up to the top of the Bollinger bands and the white line hits the 100 mark (P3). You close all or ½ because you see the red is at a 45 degree angle. You set your stop loss to protect some of the profit and you let it ride.  12 hours later it closes out. You didn’t win that time but still made a nice profit.

· Week 3 you decide to play the blue and white off of the 85 line (4th red line) and it does a slow descent that lasts over a week.  Most likely I would take a TP when the white hit 0 because it looks like it could whiplash on me. The blue line followed but it looks like a weak trade and the red line could still be angling up. I am happy with a profit.   The trade continues trending down but there is no clear reentry signal so I am out. 

· Week 4 I have a clear primary trade again (5th red line) and I follow it up. Again I may get out early because it is not moving very much so you do the ½ thing and see if ½ rides or not. Probably stops out but I tried. Again still made a profit and that is the key to your mental trading health. Maybe you take a trade off of a double bottom but that is not part of my system. The white line peeked over the 50 and came back down plus the BB 20 MA is still angling down so I don’t want to get whiplashed into a bad trade so I am out. 
·  These are 5 trading signals given over a month on the EUR/USD. All of them giving 40-250 pip profits.

· I know this looks easy but when you are live they don’t seem quite as clear. That is why I trade all 22 currencies and take the best looking trades every day.  You don’t have to take what may look like iffy trades but I wanted to show you the different profit scenarios. There is one more profit scenario but I need to use another currency chart. 
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THE LONG RUNNER TRADE

There are the commodity currencies—CAD,NZD,AUD who just love to run and run and run. One thing about my system is they show up like a bright light on a dark night and you can just follow them until they quit. This will show up on a 4H chart in such a way you just won’t believe it. Here is one of my favorite currencies EUR/NZD to trade despite its large spread because it usually is easy to read and follow. Look at this chart and tell me you need me to explain it to you. 

· Start from the left, the red, white and blue lines are above the 85 and just follow the angle all the way down. You have several retracements that are easy to follow also. This is a 3500 pip run of over 5 weeks.  Do you see the TP and the obvious reentries every week?  If the blue line went with the white line you play off of the top Bollinger Band, if it did not follow the white line you played off the middle Bollinger band. When you get these nice 45 degree angles in the Bollinger Bands and/or the MACD red lines just stay with the trade until the white bounces off and cross the red line again. I love trading this currency and is one of my most profitable. [image: image18.png]ELRNZDm,H4 232370 232660 231510 232590
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· Here is the USD/CAD--notice how it doesn’t break below the middle Bollinger Band and you stay with the Blue line is greater than the red line. If you close too early you can see some reentry points into this trend. This run is 5 weeks and 750 pips. From the red, white, blue below all the way until above the 85. I will be the first to admit that staying in that long would be a difficult thing for me to do but if you have the fundamental news to back you up. You can go for it. I find this system really helps me trade fundamental news, COT stories. If something has happened fundamentally big with a currency and you know price is going to run. This system gives you clear entrance and exits to go with the fundamental news.
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OCT 2008 NIGHTMARE—GBP/USD YOU CAN SEE SOME TRADES HERE AND HANG IN THERE UNTIL THE BLUE CROSSES THE RED. In dynamic markets follow the blue and red and forget the white line.  Once blue hits 0 or 100 stay in the trade until it comes off the top or bottom. When you have major news like interest rate changes and billion dollar bailouts, forget the white line and just trade blue and red.  These events don’t happen often but a couple of times a year they do. Interest rate changes do more to change a currencies direction than anything else, so be very wary of them. 
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How I trade this system

I like putting all 22 currencies on my screen. I then check my trades every 4-6 hours: before the jpy session, before the euro session, 2-3 hours into the Euro session, before the USA session, halfway through the USA session and after the USA session. Obviously I can’t get every session every day. I close out my profits, check to see if any trades are in trouble and formulate a plan. I then go through all 22 currencies and see which ones have the best setups. I then enter the best setups and come back later.  I usually can do all this in 15 minutes. If I have a trouble trade then I will baby sit it. With the EA entering for you I don’t have to sit at my computer all day. My trades that have moved into profit I choose my exit strategy for that pair. I then make sure they can’t turn into a loser and I am on my way. You can go crazy trying to squeeze every pip out of every trade but taking half profit and letting half ride is a good plan.  However, if I ever see a good run, I take it all. If I happen to catch a 100-200 pip run then dang in the bank it goes. If price goes another 300 pips, so what, the next session will have some new setups for me. 

The one problem of this trading system in the past 

and how I solved it.

 Some of you may remember in the 100x40 Holy Grail or 100x80 threads we tried a system similar to this. The one problem we found was the MACD line would slide over time. So on Monday it may show it is near the 85 line but two days later the line would slide closer to the center as price kept moving and the MACD line moved higher inside the indicator. We were using a lower time frame chart then and this became a problem. Since then I have added several safeguards to help prevent that problem. It is almost perfect but in trading nothing ever is. 
1. We went to a higher time frame where whiplash is a much smaller problem and we have a whiplash reading system in place. We did not have this before. 
2. The EA does not enter until there is a 3x3 cross. We used to enter these trades manually and sometimes it was just too early. The EA will wait where we did not. This may delay entrance into the trade by a day or more (remember this is a 4H chart and you will usually only get 1-3 trades a week on any currency).

3. The 100x40 EA reentered every 40 pips and only had a range of 300 pips and then you were in trouble. This EA reenters every 150 or 200 pips depending on which one you choose. So the 150 and 200 have much bigger range and fewer lots and levels. We don’t commit as much leverage or margin. The 150 EA only enters two levels and then you decide whether you want to go any deeper.  If you decide to go deeper you can use the 200 reentry. So your reentry levels will be 150, 350. That is very very deep for playing off the top of 4H chart. 

4. If you choose the 200 reentry 3 level EA you then can go 0, 200, 400.  My preference is to just go one or two levels and then get out rather than risk a big run loss. I trade retracements and then get out and reenter at a better spot. I get enough trades every day not to get risky with this. 

5. Why reenter, that is because it is difficult to get an exact entrance point. Price is simply too unpredictable to do that. However, with a reentry there is forgiveness and the ability to cover a mistake better. I can’t tell you how many times I will reenter a second level get a retrace to where I am almost back to zero, then close the trade and reenter at level one again. I simply stay out of trouble and take very few meaningful losses. 

Anyway I hope you find this material helpful and you understand how it works. Just like any other method it takes time to perfect and understand. If you start with just the one trade of red, white and blue above/below the 85/15 lines and TP when the white line hits the other end or price hits the bottom of the Bollinger Band, you will have a lot of easy successful trades. Practice that first and then try some of the other type of trades. Have fun.  Below the Eur/Jpy produced two trades with the red white and blue in April 2009. The first went 400+ the second 100+. Most traders would kill to get 500 pips in a month. Now imagine 22 currencies and you do 1-3 trades a month like that. How well would you do?
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I forbid anyone to repackage this system and put it up for sale. I did not pay for anything in this system so I don’t charge anything for you to use it, however, if you make money using this, please support a child from:

‘COMPASSION INTERNATIONAL’
http://www.compassion.com/sponsor_a_child/default.htm
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