The Pivot Point Squeeze
The following trading system is a system based on constricted volatility followed by a breakout which co-insides with pivot points. 
Indicators used:

Bollinger bands with MA of 18 and deviations of 2 through to 4.2 

incrementing by 0.2

Bands 2 – 2.4 Purple
Bands 2.6 – 3 Pink
Bands 3.2 – 3.6 Red

Bands 3.8 – 4.2 Green

MACD with settings:
Short term MA:  5

Long term MA: 13

Signal number periods: 1

Bollinger Bandwidth with settings:

MA periods: 18
Standard deviation: 2

Indicator Settings
Trigger level

Horizontal line at a value which is determined by currency pair

EUR/JPY  ~  0.0056
Pivot Deviation 

Distance from a pivot point in which the signal is still valid

14

MACD Threshold

Threshold of the deviation of the MACD that signals an exit
6.2

Making sense of it all

The Bollinger bands are used to visually see the volatility of the underlying security. When they narrow, it shows that the market is not sure which way to push price. I.E no-one is buying or selling with urgency. When there is a lot of traders in the market to sell, you will see the market drop and the Bollinger bands increase in bandwidth. It is the same with an up-trending market as well.
It is the breakout of this constrictive time of the market that I use to enter the market. If this breakout is close to a pivot point, it makes the trade setup even more positive.
Entering a trade
The first thing to look for is the narrowing of the Bollinger bands. When the Bollinger bandwidth crosses under the trigger line, you want to keep an eye out for a low on the histogram followed by an increase in bandwidth. This is a signal that it maybe breaking out and that is the entry point. Enter the market long if the MACD is trending up or short if it is trending down. Put more simply, trade in the way that the market is breaking away.

When I enter a position, I enter a wide stop loss as the EUR/JPY can be volatile and go in the other direction before it trends in the predicted direction. 
Exiting a trade
When the MACD histogram is starting to turn in the opposite direction of the trade with a certain threshold of this turn, it can signify an end to the rally. The threshold must be set at a level which is not too sensitive as to make you exit a longer profitable trade but not too lenient as to give much of your profits back. Experimenting with this level is the only way to know which is best for different pairs.

Another way to plan your exits is to stage out at differing pivot levels. Say you enter a trade when it breaks down from the Pivot point. You would exit say half your lots at the 1st support line and then move your stop loss up to entry. Then your remaining lots at the 2nd support. 
Some examples
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The top red bars show a short. The bottom indicator pink bars show short entries which do not take into account pivot points. The last trade on the right in which I am still in is turning out quite profitable, I just don’t enter with as many lots as if it did line up with the pivot points. You can see with the restriction of the bands on the right that something big was going to happen, the system tells you when it is time. I set up alarms on the indicator to alert me when to enter a trade. With different pairs I have different voices, so On EUR/JPY I hear “enter long EUROYEN” when the signal is given and “exit EUROYEN”. Pretty cool but enables me not to be glued to the screens, which can be hard to get away from…
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Another short term trade short which resulted in a profit of 146 pips
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As you can see, the bottom indicator signals multiple entries while the added pivot point signal does not. It still resulted in profitable trades.
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Some more great trades

The code
This is made for probacktest(IT-Finance), so it will not work straight away with Metatrader, it will need some tweaking to work in that program.

trigger = undefined

rem This is the buy setup which detects when the bollinger bandwidth(with number of periods equal to B) has made a new low followed by an increase in bandwidth below the trigger line(L) and the MACD is trending up.

if (round((BollingerBandWidth[B](close))*10000)-((BollingerBandWidth[B](close[1]))*10000))>=1 and BollingerBandWidth[B](close[1])<L and round((MACDline[5,13,1](close)))>round((MACDline[5,13,1](close[1]))) then


trigger  =1

endif

rem This is the exit setup which detects a turnaround in the MACD histogram. The turnaround threshold is determined by A

if abs((round(MACDline[5,13,1](close[1])))) - abs((round(MACDline[5,13,1](close))))>=A then


trigger = 0

endif

rem This is the short sell setup which detects when the bollinger bandwidth has made a new low followed by an increase in bandwidth below the trigger line and the MACD is trending down.

if (round((BollingerBandWidth[B](close))*10000)-((BollingerBandWidth[B](close[1]))*10000))>=1 and BollingerBandWidth[B](close[1])<L and round((MACDline[5,13,1](close)))<round((MACDline[5,13,1](close[1]))) then


trigger  =-1

endif

rem This is the exit setup which detects a turnaround in the MACD histogram. The turnaround threshold is determined by A

if abs((round(MACDline[5,13,1](close[1])))) - abs((round(MACDline[5,13,1](close)))) >= A then


trigger = 0

endif

PP = (DHIGH(1) +DCLOSE(1) + DLOW(1))/3

rtwo=(pP+dhigh(1)-dlow(1))

rone=(pP*2)-dlow(1)

sone=(pP*2)-dhigh(1)

stwo=pP-dhigh(1)+dlow(1)
rem P is the pivot point deviation
PIVOT = P

if TRIGGER = 1 and ((medianprice<(PP + PIVOT) AND medianprice>(PP - PIVOT)) OR (medianprice<(SONE + PIVOT) AND medianprice>(SONE - PIVOT)) OR (medianprice<(STWO + PIVOT) AND medianprice>(STWO - PIVOT))) THEN


BUY 1 SHARES AT MARKET REALTIME

ENDIF

IF TRIGGER = 0 THEN


SELL 1 SHARES AT MARKET

ENDIF

if TRIGGER = -1 and ((medianprice<(PP + PIVOT) AND medianprice>(PP - PIVOT)) OR (medianprice<(RONE + PIVOT) AND medianprice>(RONE - PIVOT)) OR (medianprice<(RTWO + PIVOT) AND medianprice>(RTWO - PIVOT))) THEN


SELLSHORT 1 SHARES AT MARKET REALTIME

ENDIF

IF TRIGGER = 0 THEN


EXITSHORT 1 SHARES AT MARKET

ENDIF

Variables for ITFinance Charting Package

Enter these into the top right corner under Variable Optimization
P
PIVOT DEVIATION
MIN 0
MAX 40
STEP 1

L
TRIGGER
MIN 0.003
MAX 0.008
STEP 0.0001

B
BOLLINGER BANDWIDTH
MIN 17
MAX 27
STEP 1

A
MACD THRESHOLD
MIN 3
MAX 9
STEP 0.1
