PROCESS TO SETUP AND RUN NANNINGBOB'S V 6.0 TMA SYSTEM.

Ver 6.0 Rules are very simple:

1. If price goes above/below the TMA line it will send out a warning. 

2. If you like the trade you can apply the buy or sell EA to the screen. 

3. To enter a SELL trade; When price crosses the red(upper TMA) enter the trade as a sell.

4. To enter a BUY trade; When price crosses the blue (lower TMA) enter the trade as a buy. 

5. When price has crossed both RED and BLUE 3MA lines, then enter the take profit (TP) value.


NOTE: this is typically executed using EA's to buy / sell / take profit.  However, trading can be done manually as well.
EXAMPLES TO SHOW THE PROCESS

The “6.0 3x2 MAIN SCREEN” template is the basis of this system.  It will includeds the TMA centered indicator, price as bars, and 2 moving averages (3MA based on bar high price—red line, and 3MA based on bar low price—blue line).

(Note that the screen below also shows a black line which is the 1MA; but this test version does not use the 1MA.  So, it will be seen in all of our screen shots, but may / may not be used in the future.

We tried experimenting several options using the 1MA, but the EA won't enter sometimes with that in the formula so I took it out for this test version.)  
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NOTE: your copy of the templates may have a title called “6.0 Main Screen” and not  “6.0 3 X 2 MAIN SCREEN” as shown above.

Below is the same screen, explaining how to use the EA.  

First; use a 4H chart.  

Second; The '6.0 2x3 HIGH SELL' is turned on when price has broken the upper TMA line AND RSI is above the RSI upper limit (which is 80-85 user's preference).

Third; after the trade has been entered AND price has crossed both the RED and BLUE 3MA trendlines (price is going down), then turn on the “6.0 close buy sell” EA. 
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Remember this is a test version at this point, but presently there are 2 conditions to turn on the EA:
1. Price is above or below the TMA (upper or lower lines respectively)  AND
2. RSI is above or below 80-85 or 15-20 line (undecided at this point)
3. When both conditions are met, turn on the EA, and it will enter at the trendline break.

The BUY EA and SELL EA show lines, which are an approximation of a trend line. At the trendline break I want to Sell or Buy. The EA is designed to enter the trade at the break of the trendline. 
The other way is waiting on the 1MA to cross the MA line (trendline) which delays the trade a bit more. That is the decision making process at this point. (Oct 29,2010)

If you choose to make a manual trade, then you can draw your own trendline, or use a trendline break indicator and warning system or use a MA cross warning system.  There are two(2) manual trade indicators:  (taken from page 201, post #3009)

1. 3x2 CROSS warning system.mq4

2. neil bain trendline.mq4

Next, You may choose to go to the 1H chart.  You might get better trade entry results. The chart shows a mistake and should say “6.0 close buy sell EA” and not 'turn on “buy sell EA”'  See below:
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Below is the same trade at 30M chart for very little profit. So be choosy when you do the EA and what TF. I had one trade that was up +52 and I put it on the 15M chart. It closed at +47, if price continued to run I would have been in very good shape. If it doesn't I got out still in good shape. 

The strategy doesn't always work as you can see from this 30M chart. 
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The basic EA works as follows:


Design: The “6.0 3x2 Buy EA” and “6.0 3x2 Sell EA” are based on the high and low of the 3MA shifted 2. This gets you in fairly quickly, on any reversal of price.  It will also position you to be in profit quickly. 

The TMA is only a signal to trade. Once the signal is given, we must decide when and where to enter. The TMA is well designed to adjust itself to each currency. 

Philosophy: For this present market NB is opting for a cross system. The reason is that Nanningbob expects that the markets are going to get more volatile in the future. The TMA will help by expanding in volatile markets and the “cross EA” will help weed out the super news spikes. 

So the decision becomes do we enter outside the band or wait for a cross of the band? 

NB has opted for a cross outside the band whenever possible because that seems to be the best trade entrance. Making the bands wider or more narrow only increases or decreases the signal to trade. 

Understanding of the system: You need to understand the system and what it is actually is doing. 

The system is actually a “break the trend line” system.  

The TMA is only a signal to trade.  The TMA shows areas of overbought/oversold condition.  NB's trading philosophy is that price always goes back to its median, whether it is in an uptrend, downtrend, or ranging.

The actual trade is made off the 3MA high/low.   The 3MA draws a trendline high or low on the screen, and when price crosses that 3MA trend line we enter the trade.  The trade is trying catch these moves back to the median, because they are very high probability trades, when they break the trend line.  NOTE: For the manual traders, you need to determine when price has crossed the 3MA.  The '6.0 buy sell EA' uses the PRICE close value, not current ticks.  You may find yourself entered too early into the trade!
 

Below is a pic showing actual trade entrances.   The trade is based on the trendline break of the 3MA high/low.  After the MA cross, the TMA lines are irrelevant; It does not matter where they are 6 bars from now or a week from now or a month from now.   All that matters is that when the 3MA cross took place, the signal was made and we entered our trade. 
 It is a very simple, do-able system. The issue left is not the TMA; the issue is what kind of trendline break do we take the trade at? See the pic below all the MA crosses were successful. Blues are buys, reds are sells.
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Important improvement: Change the RSI to 3 and watch how the TMA filters out bad RSI reads. 

When you have TMA and RSI agree, take the trade and go for small profit. 

When TMA gives a signal and RSI has divergence, then go for the bigger profit. 
This may help you in staying in or out of a trade and how long to hang in there. 
RSI divergence trades will give you bigger runs over straight up RSI and TMA trades. 

If you see divergence, go for the home run!  See below for example:
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Green lines are RSI false signals.

Red are buy and sell signals. 

Blue lines show divergence with RSI and the moves that went with them. 

When RSI is higher/ lower than 80/20, then turn on the EA after a crossing of the TMA. If there is divergence go for the longer take profit run. If there isn't divergence go for a shorter TP projection like 20-50 pips. RSI seems to help in the decision making process of how long to ride the trade. 

NOTE: mt2414 uses 30/70 for the RSI...Crossing back through 30 for a buy and back through 70 for a sell. Or the occasional spikes to the TMA where the RSI(3) is already above 30 or below 70. 

Ultimately, the expectation is to use an EA that gets the signal from the 4H chart but the entry into the trade will be done on the 1H timeframe.  Expect to stay in the trades long term as long as the 1MA is below/above both lines (red and blue). Once it crosses back, on one line, you can close the trade. DD tends to be extremely low. Much different over other versions of this system. My losing day was on a bunch of spikes on the GBP pairs, so it happens.

I have one comment to add about the new BuySellClose EA. I tested it for a year on the USDJPY. 

User DuffyPratt commented:  “Based on those results, I would recommend holding off on using this EA until your trade is already showing profit. From my tests, if you put the EA on as soon as price crosses both the red and blue, you will end up with less profit than if you simply used a hard stop. This happens because sometimes the trade first moves against you, so the point where the crosses happens is too high, and can even generate losses. There was substantial improvement, however, if you waited until the trade showed 40 pips profit, and then applied the EA. This would let you catch enough runs to significantly increase your profits, even if many trades would fall back to a +30 breakeven position.”


An example of NB's method, successful:
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NOTICE: 

Here was a great example of a trade using the TMA with the EA close on the GBP/AUD. The trade actually entered last Friday and I kept it over the weekend. Went on a nice run and closed out at 146 pip profit. 

In choosing to stay in the trade, I used the RSI divergance to go for the bigger profit target. I drew red lines showing divergence. Once price cleared both lines I stayed with the 4H chart and put the CLOSE BUY SELL ea on. Note the check marks where trade was entered and where trade was exited. 
Trade entry occurred when when price crossed the red line and trade was closed when price crossed /touched the blue line. 

Even now it may have closed too early for the trade move but I did like the nice 100+ pip profit. I also got the same trade on the gbp/usd today for 130+ pips.

Below is a aud/jpy trade. It is up about 30 pips. Because there is no divergance, keep the stop tight...which means that you should have have already turned on the Close EA. If price retraces and hits the line, it will close the trade at about 20-25 pips profit. If price keeps running, profit will be more. So far having a beautiful day trading with 9 closed winning trades and 4 more sitting in profit.

HOW TO HANDLE A STOP-LOSS

DUFFYPRATT SAYS....When testing the system, using an 80 stop loss, I would also use Bob's re-entry for recovery as the point at which I would enter a new trade after being stopped. Thus, if a trade got stopped at 80, I would wait either until the currency had dropped to 200, or until everything had settled inside the bands, before getting into another trade. That seems to limit the repeated stop loss syndrome. 

HOW TO HANDLE WHEN TO TAKE PROFIT

The MPTM with the +5 was driving me nuts but now I will have rules as to when to use it and when not to. DO NOT use THE MPTM with divergence trades!  If the trade is NON divergent, then you will use the MPTM. This one rule will stop many trades from going negative. 

So my thoughts on non-divergence trades for now are: 

Use MPTM +5 at 15 or 20 and then a hard TP around 30-50. 

On divergence trades you will use the 40 +30 MPTM, and then use the CloseBuySell EA on either the 4H or 1H chart or a hard 100 TP or middle line of TMA. Just my thinking for now. 2010 10 19

WHAT TIME FRAME TO USE?

Just to let some of you know that I have also tested the TMA on a 1H chart. When it works you get really great trades but they also get into some trades too early so you get more DD. When you have a Trendline break on a 4H chart, chances are very good you will get at least 20 pips. That is not always true when you get a trendline break on a 1H chart. I got bored yesterday because I only had a couple of trades on the 4H chart so I went to the 1H took about 10. The couple that went into profit were terrific but the rest have given me a lot of small DD so far. 

NANNINGBOB RECAP OFHIS EXPERIENCE

If you reset the RSI to 3 you will still get approximately the same highs and lows but they will visually be easier to see. I am experimenting with turning on the EA when RSI is High or low 85/15 and outside the TMA bands. This seems to filter out getting in too early with the EAs. The 30/15 setting I think will be good if there is no divergance in the RSI but not good if there is divergence. I am thinking of no MPTM with divergance or 40/30 with divergance. In other words to me divergance and being outside the bands is a really good trade and you need to let it run and develop. If there is no divergence then you have a chance it will run some more so I will take the quicker profit around 20-50 pips. 

As far as RSI trigger goes, once it gives you the positive sign you take the trade whether it stays or not. So if it is above 85 but it moves down below the 85 and then the EA triggers that is still a good trade. We want the trend line break for our entrance. It is true RSI may no longer be above 85 at the trendline break but that is still a valid trade. The RSI above 85 or below 15 and above/below TMA is only a signal. The break of the trendline is our entrance. Read up on trading trendlines to understand the trading concept. What we are really doing is filtering out bad trendline trades and saying this is a real high reward low risk trendline break trade. That is really what 6.0 is. 

I think that will fit very well the new rules we in the USA will face. I believe Japan has already instituted the new rules and I am sorry to say other countries will probably follow down the road. So this system is my best answer to the new regs. If it wasnt for that and my belief they will be instituted elsewhere eventually, I would still be trading 5.0 I wish I was wrong but that is my belief.

I also believe the markets are going to get more volatile making the BB approach of 5.0 less desirable. Keeping the top and bottom of the trades open for unexpected volatile moves maybe a wise choice in trading. I see the CAD did this Monday and 6.0 stayed out across the board. Unfortunatelly this will become the new norm in Forex for now so I adjust my trading habits to fit this new norm. This is following fundamental trading philosophy. Then again I may be full of SH............... in my beliefs but I think this will be the new reality. So my trading system reflects my beliefs and the 5.0 system will face some difficult times until markets go back to being normal. I love 5.0 and I think it is a very effective trading system but if the world economies slow down, which I believe they are going to do, then long unretracing trends are going to be more frequent in the future. Those types of moves are the achilles heal of 5.0. 1-3 a month was no problem I won more than enough to cover for them but 6,8,10 a month is deadly. Just trying to be open and honest with my self and fellow traders. Knowing the strengths and weaknesses of your trading system goes a long ways to being profitable. You must know that every system has strengths and weaknesses, that is just being honest about your self. 

HOW DOES IT COMPARE TO NB5.4??

Good questions. For now I wont be trading 5.4 as long as 6.0 works well. Basically I traded the TMA for the 6ths and the RSI for RWB. I use trendline breaks instead of BB. System and philosophy is similar. Because i had such a bad experience with a non USA broker I decided to stay in the USA for now and see if I can work with the new system of rules. If I can then I will stay with the TMA. If I cant then ................... who knows, 

The advantages are the TMA RSI reads seem to be better at this point than the sixths RWB, however only time will tell. Wont really know until we get another bummer month and then see how well this system survives on the long non retracing runs. Hopefully it will fair better. If it does, we wont be looking at any more trading systems. 

VARIATIONS OF THE TMA SYSTEM:

MEDIATOR SAYS:

another good reason to take two TMA's in one chart is, because you see in the picture is, that the yellow TMA band is movin' up and down with the red TMA band. this means that the yellow band shows the extreme price deviation from the red middle line. there you could have good entries if and only if price breaks out of the yellow outer band and the yellow upper/lower band is outside the red upper/lower band.

for confirmation of trade i use the RWB combo indicators:

see chart below:
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My conclusions of trading on entries on a lower time frame off of signals from the 4H chart just gets you in too early too many times. The earlier entries that went for profit were offset by the trades you got in too early on. So going to drop that testing for now. Doing that needs a different set of parameters and I dont have time to work on it right now. 

MISC CHART ADJUSTMENTS TO CORRELATE PROPERLY:

4h CHART:  56=half life; 0=price; 2.5=multiplier; 100=ATRperiod; 3MA high shifted 2; 3MA low shifted 2; 1MA shifted 0.

1h CHART:  224=half life; 0=price; 5.1=multiplier; 400=ATRperiod; 12MA high shifted 2; 12MA low shifted 2; 4MA shifted 0 linear weighted & weighted close (HLCC/4).

spgandau's TP settings:

1. Enter with 2 lots

2. first TP is ½ way between outer band and middle line...SL is bid+spread outside highest bar which is outside the bands.....or -80 pips whichever is more.

3. Second TP is middle line.  SL is set at ½ way between the middle line and outer band.


These settings will give approximately the same TMA curve to allow the user to get a trigger on the 4-hr to enter a trade, and then use the 1hr TMA to actually execute the timing of the trade.

Well I was going to wait another day but so far I am 27-6 with a 9.6% increase in my account in 2 weeks. I will take it. My DD has been much lower than the 5.0 version and my TP have been higher. After two weeks I have not noticed any movement in the TMA lines on a 4 H chart.  I am also getting more trades using the TMA lines everyday, but that is because I will take some trades that are in the middle of the screen more. If the trade doesn't develop in the first 24 or 48 hours, just drop it and go on. The trades that are more than 48 hours long are giving me the most trouble, and they are the ones I tried to enter off of the 1H chart and some of them it was just too early. The ones I entered on the 1H chart and developed right away were very nice trades; but if they didn't do that they weren't worth hanging on to. So even though my win ratio is just under 80%, I am beginning to take trades out if by 48 hours they have not gone anywhere and then reenter later if it gives a new signal. 

END OF COLLATED INFORMATION.  VERSION 6.1 IS IN THE WORKS, AND THIS INFORMATION SHOULD BE USEFUL WHEN COMPARING SYSTEMS.

