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After nearly two full years of analysis, development, testing and debugging, I finally released the first 

glimpse of my new Forex “Entropy Trading System” to FXAW members on Monday, 11/28/2011.  I 

believe that this new system is a major landmark, a major breakthrough, and a major departure from all 

of the conventional and traditional trading systems out there.  After two weeks in the hands of over 

1,000 FXAW members manually trading the system signals in a beta mode, I am absolutely astonished at 

how good the results have been.  During development of Entropy, I used MATLAB software to perform 

extensive testing and projection of trade signals, and estimated that they would have approximately an 

87% success rate, especially the higher timeframe signals.  I’ve seen that performance surpassed by my 

members during the past few weeks.  Do I think it’s a fluke or good luck, or maybe the market is just 

right?  I think not.  I think that Entropy is something revolutionary. 

So, what is Entropy exactly?  Entropy is a trading system with a core signal engine at the center of it all.  

The Entropy signal engine is comprised of two primary components which are (1) a self-training neural 

network for price pattern analysis, and (b.) a series of Multivariant Bayesian Probability Projection 

algorithms.  Using a broker currency price feed, Entropy calculates and resolves what are referred to as 

“TSZ’s”, or “Turn Signal Zones” which are price zones that high probability of seeing a reversal.  These 

TSZ’s essentially allow an opportunity for Swing Trading which is a lucrative and very profitable way to 

trade.  Entropy also determines the associated Stop and Takeprofit levels that should be utilized should 

a trade be taken. 

The really powerful aspect of Entropy is that it isn’t based on indicators or any of the other traditional 

trading tools used to determine trade signals which are typically reactive and based on historical price 

activity and not only that….they’re late in signaling a trade opportunity.    Entropy identifies reversal 

zones anywhere from 3 -5 price bars before any other method or mechanism out there that I know 

of…Entropy uses predictive, probabilistic mathematical algorithms to identify turning points in buying 

and selling activity within the boundaries of the current “Supply and Demand” model for the given 

instrument being traded, whether it’s a stock, a currency pair, or any other tradeable instrument. 

When most traders look at price charts, it’s hard for them to see any real meaning, or rationale, or order 

to the price bars which represent the trading activity.  Entropy has been designed to look at price data 

from an entirely unconventional perspective.  That perspective is rooted in what the “real value” of the 

instrument is relative  to  it’s own unique Supply & Demand model.  Within this model, there are the 

natural battles between buyers and sellers, bulls and bears.  However, one thing is for certain in the 

markets, especially with currency trading is that Supply and Demand cycles repeat themselves.  

I have put this document together expressly for the many traders out there who are non-FXAW 

members but who have expressed great interest in Entropy, either from the standpoint of just being 

curious as to how it works or to gaining access to the tool by becoming an FXAW member.  Following are 

several pages of detailed information right out of the topic posts I and others have made on the FXAW 

forum site pertaining to the Entropy system as it has been rolled out during the past few weeks.  I think 

that you will find this information to be interesting.  

 

 



The new Entropy Signal Client v.1.1 application front-end rolled to FXAW members out on 

12/08/2011: 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Entropy Signal Trading By Example - NZDJPY  

 

 
 

 

I'm putting together a User-Guide for Entropy, but it's incomplete at this point because the 

tool is still evolving.  However, I want to take some time in this thread and explain the 

basics of Entropy signals including the attributes of the signals themselves and how one 

might go about selecting signals to trade, and finally how to conduct the actual trade.  Once 

everyone gets the Entropy Signal Client, they're going to need to understand how to react 
to and use the signals in deciding upon the best trades. 

I'll use the three attached screenshots of original actual signals from the Entropy Client 

application...I posted this screenshot yesterday but the right edge was cut off so all of the 

signal column attributes are not visible.  We'll be looking at the D1 signals that were 

generated by Entropy for NZDJPY and I'll walk you through the decision and trade 
placement process. 

The Entropy Client Application is a very early and simplistic edition of what will ultimately 

become a user front-end for those interested in subscribing to a FXAW signal service to be 

implemented sometime in early 2012.  This will be a fee based service for non-FXAW 

members and will help to subsidize forum/web/development costs.  The Entropy Signal 

Client receives new signals every 5 minutes from the Entropy Server which is running 

continuously 24-7 scanning timeframes M5 - D1 and uses a hybridized consolodated price 

data-feed from five different live sources.  Signals times are represented as GMT+2, and 

every signal produced is as of the current opening bar for the given signal timeframe.  The 

nature of Entropy signals are that they are broker-agnostic and should be usable for 
whichever broker a trader is using. 

Before we get going, a few basic definitions and descriptions of the trade signals themselves 
are required: 

ENTROPY SIGNAL ATTRIBUTES: 

Entropy is first and foremost a multi-timeframe swing-trading system which uses a variety 

of mathematical algorithms to identify extreme outer boundaries of the current Supply & 

Demand model for a given currency pair.  These extreme areas represent "Turn Signal 

Zones", or TSZ's where we expect selling or buying to be exhausted.  A TSZ is defined by a 

pip range consisting of a high price point and a low price point, and within this range, price 

is expected to reverse.  There are currently 13 Bullish TSZ algorithms and 13 Bearish TSZ 

algorithms (with several more in the works).  

The TSZ's are numbered 01 - 13, and the higher the TSZ number, the more powerful the 

signal and increased probability of success and follow-through on the signal.  Usually, when 

Entropy generates signals for a pair on a given timeframe, there will be a collection of 

several TSZ's of different types....this is ideal and what we want to see indicating a strong 

confluence of the signal algorithms.  It's still very early in the evolution of Entropy, but 

based on MATLAB simulations performed on the outcome of the TSZ collections, when there 

are one or more of the higher numbered TSZ's in a signal collection, the probability of 

success & follow-through is 87+%.  If we only see one or two lower numbered TSZ's in a 

signal collection, that indicates that something is happening with price, but probability of 
follow-through on a reversal is questionable. 

TSZ's have nothing to do with Support and Resistance!  However, we respect traditional 



Support & Resistance which most traders often regard as single price points or pivots 

corresponding to a prior low or high.  Entropy regards the nearest Support & Resistance 

levels in tandem with TSZ ranges.  In fact, Entropy calculates Support ranges and 

Resistance ranges represented by High & Low points similar to TSZ ranges.  Then, TSZ 

ranges and Support/Resistance ranges are evaluated together to determine the optimum 
price point for the Initial Stop. 

Aside from the TSZ's which are the most critical factor driving whether to consider a trade 
or not,  each Entropy signal generates the following attributes: 

- Nearest Support Range High & Low Price Points 

- Nearest Resistance Range High & Low Price Points 

- Initial Stop 

- Conservative Risk Takeprofit Price Point with Reward:Risk Ratio               

- Medium Risk Takeprofit Price Point with Reward:Risk Ratio                        

- Aggressive Risk Takeprofit Price Point with Reward:Risk Ratio 

Remember, there can and usually will be multiple signals since there are 13 possible Bullish 

or Bearish TSZ's, and each one produces it's own signal, each with slightly different TSZ 

range values, takeprofit values, and stop values.  The trick to placing a trade is by 

evaluating the different TSZ's and considering them as a package which is easy to do and 

will be explained next.  Entropy signals are designed for entry and exit within a very well 

defined price-action range and are not intended for "let 'em run" trading or greedy extreme 

risk.  The idea is to get in and get out within the "sweet spot".  Also, Entropy Trades will 

take some real getting used to and perhaps some faith and soul-searching, because they 

are predictive and probabilistic, not reactionary.  Often, a Bullish signal will be generated in 

the face of an obvious downtrend and visa-versa and the rationale may not be obvious for 

placing a trade which would seem countertrend.  It has been said "never try to pick tops or 
bottoms when trading" but that is precisely what Entropy does. 

Up to this point, before we dig into an actual trade example, the following summary 
statements best illustrate the Entropy Trading Method: 

1.  Select trade signals where there is a good collection of higher numbered TSZ's. 

2.  Stick with the higher timeframes such as D1 & H4 which are the best producers and 

have the highest probability for success.  H1, M30 and even M15 have shown some really 

amazing trade signals, and everyone is encouraged to experiment, but for low risk high 
probability trades, D1 & H4 are the way to go. 

 

 

 

Many TSZ's with 1 or more higher number TSZ's + Higher Timeframes = Success. 

 



 

 

Entropy Trade Example - NZDJPY D1 @ 2011.11.23:01:00:00 

Take a look at the attached spreadsheet screenshot of the Bullish D1 signals whcih fired just 

after the opening D1 bar on 11/23/2011.  The spreadsheet depicts all of the signal 

attributes you will see in the Entropy Signal Client.  So....what do we do with these and how 

do we possibly turn all of these signals into a trade?  We already know that D1 is a very 

preferable timeframe. 

First, look at the TSZ's.  We have five signals.  We see TSZ's 01 - 03, and those alone are 

not something we would probably want to jump on.  However, there is also a "BULL-05" 

TSZ and especially a "BULL-10" TSZ.  This is important and indicates sufficient strength 
(confirmation of the signal pool) to consider placing a trade. 

Ok, so we'll trade this, and since it's Bullish, we need to consider how to set the trade up 

and where to place it.  Actually, Entropy already figures this out for you, but we'll step 
through it.  

First off, all Bullish Entropy trades are placed when price breaks above the TSZ Range High 

Point.  For Bearish trades, price must penetrate the TSZ Range Low point.  Usually, when 

Entropy signals fire, price will be sitting somewhere within the TSZ range, but not 

always.....if price is moving swiftly with momentum, it may already be above the TSZ High 

(Bullish) or below the TSZ Low (Bearish) in which case you'd simply jump in ASAP at the 
best possible entry price. 

In the case of this NZDJPY trade, price had closed just below the TSZ high on the signal day 

of 11/23.  We could draw the TSZ High & Low range lines on the chart and then monitor 

things to see when price broke above the TSZ High which it did on 11/24.  For Bullish 

trades, price will typically waffle around within the TSZ range, then penetrate the TSZ High, 

and then come back down and test the TSZ High (as well as our nerves), maybe re-enter 

the TSZ range, etc.  That's ok.  Entropy determines that our stop should be placed just 
below the TSZ Range Low price point. 

So, we know where our stop is, now to consider the trade orders and where to place 

them.  Incidentally, the Initial Stop will always vary depending upon the TSZ Vector gave 

rise to the signal since the Stop is based on the TSZ Low for Bullish Trades and the TSZ 

High for Bearish trades.  Once you decide to take an Entropy signal, the easiest thing to do 

is simply place one or more Buy Pending Orders at the price points suggested by 

Entropy.  You can set these order(s) up as soon as you decide to take the signals.  Entropy 

provides 3 Takeprofit price point levels; the first level is considered "Conservative" and 

represents the smallest possible pip gain but a high likelihood that it will be reached.  The 

2nd level is considered "Medium Risk" and has a higher pip gain.  The 3rd level is 

considered "Aggressive" and represents the maximum pip gain.  Entropy calculates these 

levels for both Bullish and Bearish trades. 

Now comes the fun part...or the challenging part depending on who you are (the Entropy 

tradebot will do all of this for you automatically).  Look at the 5 Bullish signals in tandem 

and focus soley on the TSZ High and Low values.  All of the TSZ High values for the 5 

signals should be fairly close to each other, and we want to disgard any TSZ signal which 

has obvious deviation.  Same thing for the TSZ low values.  Look at the "BULL-01" signal 

and notice how much both it's TSZ High and Low values deviate from the other 4 TSZ 

signals.....we will disgard this BULL-01 signal from consideration.  Next, out of the 4 TSZ 

signals, pick the highest TSZ High value, and the lowest TSZ Low value.  These are 

highlighted in Green and Red respectively on the screenshot.  These two values will define 



the TSZ range for our trade. 

Next, use the Initial Stop value associated with the TSZ signal which we used to get the 

lowest TSZ Low value (above).  Now, we will use the TSZ High as our trade entry price point 

for placement of our Pending Buy Order(s).  You can place these Buy orders several 

different ways, but don't risk more than 2% equity for total lots traded. 

TRADE METHOD 1:  Place one pending trade order at TSZ-High entry price point for lots @ 

2% equity, and select whichever Takeprofit Level suits your risk appetite. 

TRADE METHOD 2:  Split your lots into 3 separate pending orders with 1/3 lots each and 

all with an entry price point at the TSZ-High.  Set the Takeprofit for one order at the 
Conservative level, one at the Medium level, and one at the Aggressive level. 

TRADE METHOD X: Use the different Takeprofit levels as scale-in / scale-out levels to suit 

your preferences, but always use the TSZ High price point for your initial order.   You can 

really do whatever you wish as far as how you place orders when trading threse signals 

manually, but the Entropy Trading System and tradebot will adhere to the basic methods 
described which can be configured within the system settings. 

Take a look at the spreadsheet for some example trade scenarios and corresponding 

Reward:Risk ratios.  For the sake of simplicity, Spread & Slippage wasn't taken into 

consideration for these examples while in real trading, it would reduce the actual Reward 

side of the equation a bit.  In fact, for lower timeframe Entropy signals, the Takeprofit levels 

may not justify jumping into a trade for pairs which have high Spreads which can usually be 

absorbed in higher timeframe trades. 

SIDE NOTE: 

Incidentally, NZDJPY gapped up today (11/28) with a nice bullish bar and is 

currently sitting at around the 58.800 price point for a gain of 161 pips after 
earlier pushing above 59.0 

A few other caveats: If you choose not to use pending orders and instead try to minimize 

risk by timing the trade and waiting to see what happens, you're likely to miss a substantial 

piece of the trade if you try to monitor the entry point manually and mother the situation. 

Do not rely on your arsenal of indicators as confirmational tools to determine entry into an 

Entropy trade.  If you do, you'll miss the boat and continue to jump into trades too late like 
everyone else does. 

Lastly, take a look at the attached NZDJPY chart screenshot which depicts the various 

elements of an Entropy trade.  Notice that the nearest Support level was so far below the 

TSZ range that it wasn't even taken into consideration in determining the Initial Stop.  Most 

traders wouldn't even consider taking a Bullish trade position in the face of the prior 
downtrend move, but we will, and we'll pick up a lot of pips doing so.  

Oh, and one last thing....Entropy Bearish trades work the exact same way except the TSZ 

Low becomes the entry point for Sell orders, and price is usually hovering around within the 

TSZ High and Low range at the time the Bearish signal shows itself. 

Let’s let this trade run and see how it turns out and how effective Entropy was at 
determining the target Takeprofit levels.  We’ll revisit in a few days. 



 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 



Entropy Bullish NZDJPY D1 Trade – Final Recap: 

 
 

 

Well, let’s take a look at how the NZDJPY D1 Bullish trade played out.  Below is a screenshot of the NZDJPY chart 

as of 12/08/2011.  We can see that price did eventually reach up and took out our Aggressive Takeprofit level of 

61.046, almost on the money on 12/02.  So, if we had just placed one order for say one lot, that order would’ve 

had a single gain of 385.6 pips.  If we had gotten creative with multiple original buy orders or did some scaling in 

or out at the different Takeprofit levels, we could’ve achieved even greater compounded gains.  This is a classic 

Entropy trade – no frills, no noisey price action – just a very straightforward swing trade based on solid technical 

analysis. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Entropy Signal Trading  
 

With the rollout of the Entropy Signal Client, I've been getting a lot of offline questions about how to go about 

selecting the best possible trades.  Here are a few general guidelines to get started, and I'll add more as  time goes 
by and Entropy evolves: 

1.  Trade the higher timeframe signals.  H4 and D1 have very high probabilities for "something" to happen.  It may 

be a huge move or it may be a reversal that sputters and runs out of gas, but usually, a reversal will occur.  The H1 
timeframe seems to be transitional and time will tell what percentage of the signals result in winners. 

2.  Look for many different TSZ Vector signals at the same time.  Select a trade when there are at least one or 

more TSZ's with a higher number.  Usually, you will always see a BULL-01 and BULL-02, or BEAR-01 and BEAR-

02.  These are the most common and forgiving vectors which point to "something" happening with price.  However, 

additional vectors numbered 04 - 13 indicate a much greater degree of vector confluence and chance of success. 

3.  Look for of complimentary TSZ's occuring on lower timeframes at the same time as your trading timeframe.  If 

you're looking for Bullish signals on the H1, pay attention to how many M30 and M15 Bullish TSZ's are firing at the 

same time.  This provides significant and valuable insight and further confirms the direction that price might be 

heading with a impending reversal. 

4.  When setting up a trade, base your TSZ High & Low range levels and your Initial Stop only on TSZ's for the 

timeframe you want to trade, not for complimentary TSZ's from other timeframes.  

5.  Your decision to take a trade should be based on the "TSZ Pool", or collection of TSZ's that all fire at the same 

time.  Price will usually be sitting somewhere within the range of the TSZ High and Low points.  Set your Long or 

Short trade entries up as Pending Orders with the appropriate Initial Stop.  In the case of a Bullish trade, it doesn't 

matter if price drops down and penetrates the TSZ Low or some even lower Support area...these are just tentative 

guideline levels to help determine the optimum stop placement level.  Remember....your stop can't get taken out if 

the order isn't active which it's not if it's sitting there as a Pending order which will not occur until price rises and 

penetrates the TSZ High level....once it does that, it's unlikely that it will turn around and drop back down to the 

Initial Stop level and take out your trade.  The same idea applies for Short trades.  As long as your entry orders are 

pending, the only trigger event that matters is downward penetration of the TSZ Low for a Short, or upwards 
penetration of the TSZ High for a Long in which case your order becomes active. 

Having said the above, you can truly go ahead and place your pending orders as soon as you decide to act on a 

pool of TSZ signals, even if the orders aren't triggered for hours, or even days.  It usually takes a lot of inertia to 

get a reversal underway. 

6.  It is not uncommon to see a series of the same or similar TSZ's firing for the same pair on the same 

timeframe.  Often, the Entropy algorithms will detect an extreme Supply/Demand boundary and other conditions 

that appear ripe for a reversal, and fire off one or more TSZ signals.  However, if price stalls and congests for a 

period of time in a narrow price area, those same TSZ vectors can and will fire again as time passes because the 

conditions for a reversal remain the same, and although price may have changed very little, time has passed and 

time is an element of a TSZ signal.  Therefore, don't be surprised as an example to see an initial volley of 4 or 5 

BULL-XX TSZ's for GBPJPY on H4, and then eight hours later, see another set of the same or similar TSZ's for 

GBPJPY on the H4.  This is simply the trade engine doing what it does.....price has consolodated but all of the 
makings are in place for an iminent reversal. 

 

 

 

 

 

 



The Components of the Entropy Trading System  

 

 
 

 

I saw some talk today about the planned EA tradebot that will be completed and released 

by the end of December, and some were really surprised by this.  I'll devote this topic 

thread purely to ongoing posts about the components of Entropy and their purpose.  I'l also 

use this thread to post future updates about new releases of the components as they 

evolve. 

To recap what the components will be, we have: 

1.  First and foremost, we have the heart and soul of Entropy - the core trade signal engine 

which does all of the heavy lifting.  This is an application written in object oriented 

development languages, mostly C++ with numerous math and A.I. support libraries 

written mostly in C and a little bit of Delphi.  At the nucleus of the engine is an artificial 

intelligence "neural network" which analyzes and self-trains on digital pattern 

recognition.  There is also a significant portion of the code devoted to a beast I call the 

"Multivariant Bayesian Probabilisitic Network" which is a combination of graphical 

mathematical modeling superimposed on some digital-analog signal algorithms I adapted 

from the audio recording industry.  Ever heard of a "Pink Noise Generator"?  There's 
actually a virtualized model of one of those in the core engine as well. 

So, this big 'ol engine takes a Metatrader price data feed which is actually a normalized and 

combined edition of several different broker feeds, and continuously analyzes it for TSZ 

Vectors which become the trade signals.  I have the engine running on a beefy Windows 

server and it will support a commercial signal service to be launched in early 2012.  The 

engine will also be part of the final "Entropy Full Release Package" which will be designed to 

run as a standalone application on a trader's desktop and utilize whatever Metatrader data 

feed each trader is using via their broker.  In a nutshell, all of the logic to identify trade 

signals is in this core engine with an added GUI interface for the end user to manage and 

review the signals.  I don't have a firm release date in mind yet for the Entropy Full Release 

package, but it won't be released until all of the other Entropy components have been 
deployed and are stabilized.  

2.  Next, we have the Entropy Client application which will be distributed on a 

fee/subscription basis to non-FXAW traders who simply want the ability to receive the trade 

signals and either manually trade them, or have the Entropy Tradebot EA automatically 

trade the signals for them.  Of course, FXAW members are welcome to use the Entropy 

Client application as well at no cost if they wish...this might be a better option for those 
with older PC's, etc. 

3.  Next, we have two Metatrader EA's.  The first one is merely a price feed EA which does 

nothing more than continuously gather multi-timeframe price bar data from the Metatrader 

installed on the user's PC, and shovels this data over to the standalone Entropy Full Release 
edition running on the traders PC.  Those who are using the Entropy Client application will  

 

 

 

 



 

The Components of the Entropy Trading System (cont.) 

 

 
 

not need to run this EA since the signals they receive will be based on the remote signal 

server's price data. 

The 2nd EA is the Entropy Tradebot.  This EA of course runs on the local Metatrader 

installation and is designed to receive selected trade signals for placing trades from either 

the Entropy Client application or the Entropy Full Release application, whichever the trader 

is using.  The settings which determine what pairs and timeframes to trade, number of lots, 

lot sizes, etc. are all within the EA itself; the Entropy Full Release application merely 

pipelines the signals over to the Entropy Tradebot to react upon selectively per the trader's 

pre-configured EA preference settings.  The Entropy Tradebot will set up and place the 

orders themselves and manage the trailing stop until any trades in action are ultimately 

closed.  When the Entropy Tradebot places an order (market or stop), it will uses the 

StopLoss and Takeprofit values passed to it from the Entropy Client or Entropy Full 

Release.  Essentially, the Entropy Tradebot is nothing more than a trade order placement 

processor with a nice trailing stop manager built in.  Both the Entropy Client and the 

Entropy Full Release edition will have several built in features to permit filtering, querying, 

reporting, and generally identifying tradeable signals.  There will also be a variety of 

analytical charts built in.  Both the Entropy Tradebot EA and the Entropy Datafeed EA will be 
available towards the end of December 2011. 

Lastly, there will be a mobile device Entropy application, but the features are still being 
worked out.  I wouldn't look for this piece until mid-2012 at best.  

I hope that this lays out the development and evolution path planned for the "Entropy Trade 

System". 
 

 

 
 

FXAW Member Postings – Entropy Related Trading 

 

 



 

 



 

 

 

 





 

 

 

 



 



 

 

 

 

 



 

 



 



 


