My thoughts on the 1 sec. vs. 30 sec.  NT Rainbow –   Mike Lewthwaite
The following are my current thoughts on the 1 sec. vs. the 30 sec. NT Rainbow charts.  Because of the following I have concluded that entry/exit from the 30 sec. chart has the highest probability for success for those who wish to scalp the forex markets.  Though they are my thoughts at present I welcome any remarks or arguments for continuing the use of the 1 sec for entry/exit and will thoroughly consider them.

Risk/Reward:  When going for 3-8 pips lets say average 6.  So for fair arguments sake you have a 6 pip SL and TP.  For you to loose your trade price has to move 4 against you, to win it has to move 8 pips for you.  This is 2:1 Risk/Reward.  When using the 30 sec and averaging 30 pips, price has to move 28 against you to loose, and 32 for you to win. That’s a 8:7 Risk/Reward.  This is much more favorable.  

Spread:  Fits in Risk/Reward concern.  When trading for 6 pips, the spread equals 1/3 of your profit goal.  You are 33% in the hole from the start of every move.  You are nowhere near that much in the hole when your profit target is 30 pips.

Commission: Same as the spread issue.  If you’re with an ECN commissions can eat up much profits when scalping the 1 sec.  For every 6 pips gained you will pay commission.  Commission is therefore 5 times higher when trading the 1 sec.

Slippage:  Slippage is major problem on 1 sec.  Say you are slipped 2-3 pips due to liquidity or market maker (can someone say Oanda), 2-3 pips of 6 pips is half the profits.  2-3 pips of 30 pips is a very small dent.  Also, a quick spike of 6 pips (happens all the time) can set u back pretty good on 1 sec.  How often have you seen a spike of 30 pips in seconds?  You might see whats going to happen and loose 10 pips, but not all 30 in 5 seconds.

Mental Acuity:  When trading the 1 sec, you must make decisions within 1-3 seconds.  When your brain likes to lie to you and blur things its easy to do with that kind of pressure.  30 sec. isn’t much better but at least gives you 20 sec – 2 min. to make a decision and calms things down a bit. (Remember also for ECN users. If you want to place limit order to overcome the spread you will need at least 5-10 sec. to place the order)

Brokerage:  Brokers don’t like very short-term scalpers.  If your going for less than 6 pips per trade and in and out in seconds to 2 min they don’t like you.  When using the 30 sec. you are usually in a trade for 5-20 min. and average 30 pips.  Sure you can go with an ECN.  But why have limits.

Liquidity:  I know many will never make it to the point where this is an issue.  But if you are a successful scalper you will want to know that the liquidity is there for you.  When trading the 1 sec. you will need 5 times the liquidity than you would with the 30 sec.  This is huge.  Instead of 5 mil. You need 25 mil. Remember, trading very large lots also equals higher amount of slippage.

Conclusion:  Scalping is still the best trading style out there.  Less market exposure more trades equals more opportunities with less risk.  I know that there are obviously less opportunities on the 30 sec. to trade than the 1 sec.  Your HP setups will go from 3-5 to 0-2.  But… you can trade more pairs.  This may take a little longer but not much.  Your session may go from 2-3 hours to 4-5 with 3-4 pairs.  As long as you apply proper MM skills, you can keep the same risk per trade and still easily manage a large percentage increase per day.  The benefits of scalping are all maintained while the above disadvantages are all done away with by jumping up just one time frame.  

Disclaimer:  I don’t want to be comparing apples to oranges.  This is only for those who go for the short common runs and exit when exit signal is given.  There are some who have been using 1 sec to catch moves larger than 3-8 pips (15-30)  This is not what I am talking about.  But those who do do this, they wait until they find a perfect HP and ride it long.  Well you can do the same with 30 sec. but it will give you 70-120 pips.  

Also, those who say, ‘why not just go to 5 min, or 15 min.’.  This does not follow because when doing this the advantages do not outweigh the disadvantages.  Say you’re on 5 min. and going for 100 pips so now you need 98 to loose and 102 to win.  That’s a 51:49 risk to reward.  A 51:49 compared to a 8:7 R/R is not nearly as much of an issue as a 2:1 compared with a 8:7.  The logic follows for the other negatives.  By going to the 5 min. or larger you loose all the advantages of the scalping trading style.  Scalping is the best Trading Style!
