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Fundamentals

Basis of method

| XTI First Post: Nov 19, 2018 10:22am REQuote ECleanup #Postl
5‘ Nala66#

Intro.
My name is Alan, been trading for donkeys years.

Mow specialise in trading Cable only via a very effective but simple method based upon the evidence presented by the market and not what I may think
will happen down the track.

I am going to start this thread with the chart setups and then move on to what to look for, timing, targeting, money management etc.. and whatever else
I find relevant at the time of writing.

Overview...

If you don't believe Price is always trying to make HH or LL averages then it is pointless for you to continue reading this thread. This can easily be proven
as a fact just by way of simple observation of the chart itsalf.

I would ask all to bear with me until I have completed each section and then ask "Any questions?”
So without further wordage I will begin.

Hope you enjoy the ride.

Apr 3, 2019 3:58pm  EEQuote ECleanup  #Post 2,666
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Quoting skyboy
and were the bull div on M5 and M15 the reason for entering? Thx

I am not trying to be rude here but I will put this in larger print...

1) At the appropriate time

2) Ask are we trading above or below the average.

3) If above, have the bulls found support

4) If yes, then we are long until the market says short.
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OK I think that is all the questions answered so far, so teday I am going to talk about what to look for on the charts.

It is second nature to me to observe what is geing on and I have a bad habit of omitting stuff by crediting people with more that they are perhaps capable
of. This is why I ask for questions.

Let's start with the 26EMA.

One can trade with one or more moving averages with whatever periods they choose looking for crossovers or touches and the like. Averages always follow
the price action because that is what they are an average of the numbers of periods set. It is also for this reason they are always lagging behind the actual
price action. In short this is not a very reliable way to trade and one would need some other device to make sense of the price action to trade it. THIS IS
NOT what we are going to do here at all.

Look at the 5 min chart below. Point A is located just where our vertical line is (where we look to trade). Look where point A is on the RSI (fast)
Now do you think even for 1 minute that the average swing at X has any chance at all to drive down to the level of A. Well it could but not yet because this
is an oversold situation and it hasn't even broken the swing at S. We could also call this bearish failure. The market will jump on the failure and will begin

to test the opposite side... Which it did, level 51.

Our targeted distance is from A to B and for the average swing at X to break the level 51 but this didn't happen because look at the RSI there was
divergence between the fast and slow RSI and we CANNOT ignore this so we would close this long trade and begin to take a short trade.

Again the we see a divergence on the RSI at B2, way oversold for the average to make the lower low so again a place to exit and look to go long again.
However why would you bother because you have made well over your 50 pips in this case.

Let's continue from B2 we run up to again test the opposite side long. This time price runs into a regular divergence at B3 so DON'T ignore it get out and
look to trade short from B3.

Note: Divergence will usually send the price back across the EMA to test the opposite side.
Now this is where it get's a little more interesting. From B2 price crosses the EMA (50 line of the RSI is the same thing) and look at the pivot formed where

1 say the bears have found support. Note price never gets back to this level and a trend forms taking us down to B4 failing to make S3, over sold and in
regular divergence.

B - o~
50 pips 2 -
1 -
a | -
/\/ﬂ = 3 -
& =
a2 sun
2] B ¥ -
e
= E—
8 Brars find suppart
L, f
Iy i i ¥
g ¥
s

Nov 21, 2018 10:3%9am  REQuote ECleanup #Post 64
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All the time we are looking for the Average swings and where they fail to make HH's or LL's.

Look at that last 1 hour chart and the two pushes the fast RSI made above the 80 level. It has no chance to pull the EMA up to make a HH so of course it
is always going to be a short at these points. If the average was going to make the HH then the price would have made a huge impulse bar to get up there
dragging the average behind it. The word huge is always relative to the level it has to make.

We could study theory until the cows come home, patterns, waves, harmonics or whatever which I have done but wasted a great deal of my time doing so
because the reality of the situation is always there in front of you.

Notice how when the EMA is trying for one level the price itself makes it to additional levels. We look for which level it is failing at and decide whether or
not to take action.
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Hi Nala6s , Thanks for the simple system . From the 5 mins , I can see that cable is making HH and HL and bearish divergence forming and price
bouncing off the ema and rsi off the 50 mark . Sorry I changed the colors a bit {image}

Cool.. See how the market moved south from the bearish divergence at approximately the time we begin trading. Remember the divergence is going to
take price back across the EMA . Then another divergence at the bottom again took price back up across the EMA, So on this particular if we haven't got
our 50 pips on the first trade then we could have taken another trade long to make up the difference.

See the chart below and all three, A, B and C are all divergences.

At C the average fails to make the HH so it tests the opposite and makes the LL easily
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Quoting Biackeagle

Same chart, different swings. Can you say one is more correct than the other? Check the zigzag indi which is used to determine swing highs / lows.
When you you change the parameters, swings change. So this is no different. To be on the same page with Nala66, it is good to know how he
determines tops and bottoms. Regards, Blackeagle {image} {image}

Using your chart here..(15min)

When price breaks A it is dragging the average to make the LL. To make the average break the lower low price pulls down to B (the next average level) In
this case price passes through B so it is trying to drag the average below B also and price will make the next lower level {not shown)

Mow at the 5 min level this mostly happens much sooner so you can get in earlier for the domino effect of stepping up through the time of the charts. If
vou look at the 1 hour chart of this move price probably stopped on that charts time frame of an average swing.

So we use all the time frames and that is why I enly trade one pair. If you have the charts side by side like [ have you can see clearly what is happening.

It is not possible to draw the swings differently, a swing is a swing is a swing.

Attached Image (click to enlarge)

PR bisbiabibiqaniteii

e

<

| E Jan 8, 2019 4:29pm  REQuote  ECleanup  # Post 907
‘ﬁ Nala66#

Quoting mikeesting

I wonder if we are going to 1.2825 {image}

It has already been there and done that but failed to make the EMA swing high so it tests the opposite direct and made an EMA double bottom where it
fails to make the EMA LL so again it turns to make the EMA swing high and does so.

Attached Image (click to enlarge)
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Recap..

So now I have shown you a couple of ways you can you can get a handle on the direction from the higher times frames.
You have seen how mostly the market begins to move from bar 108.

You have seen how price pulls the 26EMA to make a HH or LL or indeed fails the attempt.

You have seen how I make compounding entries and how I aim for 40 pips above my last entry to make my money.
You have seen how I setup the charts so I can see all these things very clearly.

Mow moving onto what I look for as support...

# Post 125

| Nov 27, 2018 7:22am EEQuote  ECleanup
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Quoting Jungleman

{quote} What are bull support and bear support... Average swing low and average swing high..... On which thread are they defined.

# Post 186

For me it is very import the bulls or bears FIND support for their respective moves and the moves are from average swing to average swing like this..

Attached Image
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Quoting hocius

# Post 464

{quote} Alan, regarding that chart. The 1h chart divergence would mean that the price should cross the EMA to test the other side, right? That
would mean HH, no? I'm not following you here, why it wouldnt make HH? Another question, to identify a regular divergence, you can also use the

fast RSI? Or only the slow one? Thank you for your patience!

Mo you are correct the div sends it back across the EMA however they still have to find support to tackle the HH. The support on this occasion was a dodgy

Doji.

You see sometimes a div sends it across the EMA but the opposition prevents them finding support and it crosses back again.

A good example is to look at the 4 hour now, div sent it across the EMA but the bears stopped any support forming by crossing back.
As to your second question.

When comparing price to the RSI only use the regular 14 period RSI.

You will find many more signals by using the RSI with itself {my preference) That is to say the Fast R5I is in conflict with the slow one.
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Can you all see what is happening here on the 5 min. This could be a trend direction change to the downside as the average makes the LL's and LH's

lick to enlarge)
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Quoting davidmaree
Excellent Alan, think I'm going to make HDs my new best friends!!

Yep but remember to check that swing...

Let me try to switch the light bulb on for you because this is of major importance and most people here tend to be missing the point of the whole thread.

Attached Image
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Mow look at that chart and you see the bulls fail... This is where you want the divergence because a div will take the price back across the EMA or at least
try to. If it does then the swing high will fail and we should see the swing low succeed which it did. Now bear in mind that is all it is required to do so a
bullish div might take it back again.

The relationship between the signals and the swings is critical to understanding this.

Any questions?
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Quoting pakeha

{quote} moving average convergence and divergence? Given the 1 SMA is a proxy for price I am guessing it is basically price/ema convergence for
the impulse bar and price/fema divergence on a corrective bar.

I went through all this years ago trying to find a definitive reasen for what was happening and I really got hot under the collar over it. Traders would say
stuff like they are lagging and should be used in conjunction with something else and so on and so forth. Most traders like me stopped using them
altogether because they tell us nothing of any value. Some used many MA's of different value to construct what is termed the Ribbon and would be looking
for it twisting from bearish to bullish or bullish to bearish but even this twist was late.

Then something a kiwi (hi Kev) said a while back caused me to take a different look at these indicaters. That caused me to take every thing else off the
chart leaving me with the 5 min chart only showing the EMA. Now this all took quite some time But I found the 26 period was in effect the same as the RSI
50%.

Then sitting back and looking at this 5 min chart a light bulb switched on and a whole new way of looking began to emerge from the depths of my mucky
mind.

I saw that when the EMA failed on one side it usually succeeded on the other to break the previous swing level.

In other words the use of the EMA as a tool had nothing whatsoever to do with price crossing or crisscrossing, I had been listening to the experts and 1
now know they were not wrong but completely off track.

Instead of comparing price to the average I should be comparing the average to the average.

From that moment on everything I had learned about trading just began to fall into place. I threw out the Fib, MACD, Bollinger Bands, Stochs, CCI and so
on. They all became redundant as I cut back to the bare minimum. I began to see these average swings were places I was likely to see some resistance
long or short, That being the case then I must also see something denoting support either long or short and what was already known to me slotted in
perfectly.

So what trigger can I see that forms an indication of these swings? Well I had traded just divergences for an entire year so I knew a thing or two about
those and bingo there was that problem solved. All I had to do was put all this into a tradeable package which turned out to be easy enough. Then I
worked on the money management aspect to reap the benefit to the best of my advantage,

There were other discoveries over these years but 1 am giving the gist of the stuff here to keep it simple. By far the best was the fact that I was looking at
the EMA all wrong and the formula for its calculation to try and speed up the information delivery was just a misleading slight of hand trick. all the
calculation does it it marries the EMA up very nicely with the RSI 50%. There is nothing more than that to it.

The impulse bars are just where the masses have jumped in to make a few bob. al

\ Jan 28, 2019 5:34pm  REQuote ECleanup #Post 1,420
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See how price makes the EMA slither like a snake. Price fails a little bit then plods on leaving a series of swing lows but not lower lows.
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ha

. I also could not se t made the final move up. Thanks Herman {image}

Technically it bounced off the EMA and made an impulse move to make a new EMA high. Also see how the EMA was rising throughout the move an made a
higher low. These are all good technicals to study to predict price movements.

As Alan teaches, price has a tendency to move between H1 EMA levels. It is astounding how accurate this can be. I was watching the ema level at 2182 to
see if price could break through to reach my last target. This swinging from level to level is the roadmap in this kind of trading &
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If we look at the swing averages for price targets then the divs are just the mechanics of getting there.
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Quoting quangvision
Hi Alan, I do see the effectiveness of using AB-CD pattern. I have some concerns, please help: 1/ A,B,C peints are defined by continuation divs, if
price below average then we are looking for bearish divs. Draw ABC will show where price would hit next, either upper or lower D. At first posts,
you said we measure targets using swing averages and now comes AB=CD. How can we use it correctly along with swing averages? 2/ Is there any
better tool to draw AB=CD pattern on MT4 or we have to draw 4 seperate lines to connect 4 points? Thanks

So if we look at this the 5 min EMA we can readily see the levels the average is trying to break. However The X's you see we move always in front of the
EMA (Leading it) and we are looking for the Divs that can stop the EMA or even turn it to test the opposite side. These would be your primary divs and
from then on you may see additional enes or even counter ones. So we can add to our position on the continuation divs and hedge the counter ones just in
case the counter ones again stop and turn the EMA.

All the other stuff [ have talked about is just the mechanics of the price action doing its thing. Remember this thread is about trading the average swings.

Attached Image (click to enlarge)
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Quoting Zelias
{quote} Hi Alan, Would it be too much to ask that you elaborate a bit more on the different places we should put the red crosses? There were a
couple of posts that touch on that but they're not very specific (at least for me). Only if you can - otherwise, the experience will kick in at some
point Thanks!

Sure that red cross you see on my 5 min chart always leads the EMA and is simply an indication where to look for the divergences.
So in this particular case we had a bearish divergence which should send the price back across the EMA.

If that turns out to be true then the AVERAGE has FAILED in its attempt to make a HH.

So then the EMA will test the LL which it did.

There are no different places to put this red cross it always leads the EMA like this...

Attached Image
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Once the EMA has broken the level that is the trade over with.
Right at the very beginning I told all that if you don't believe the average is always trying to make HH's or LL's you are wasting your time on this thread.
If it fails one side it tests the opposite side.
This is a fact you can easily check just by looking at the chart... Fails one side results in testing the opposite.
We can get a situation where both sides fail, neither side can win so the market goes flat.

We look for the failure points and look to the next opposite level

]

Feb 14, 2019 5:57pm Quote Cleanup Post 1,634
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This is why divergence does not always change the direction it may bounce off the EMA because that EMA direction is not ready to give up just yet.

This is also why the price will then make a HH {LL) because it is dragging that EMA to another level.

|¥§l Nala66

Just look at this 1 hour chart and note how the price is influencing the EMA levels

1

Feb 14, 2019 6:02pm Quote Cleanup Post 1,835
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Feb 20, 2019 8:57am EEQuote ECleanup #Post 1,909

Then we plummet to the 5 min where the story is the same old same old which we should all know off by heart by now.

However there is something we should note. Look at the 5 min EMA chart, it has not left any pivots behind on this push up. This in itself is an indication
price has no intention of coming south for the winter, at least not in a hurry. If it did turn it would do a series of step downs battling at each step,

- GerLs

/\

'*j‘! Nala66s

Hope we are all long and watching this
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Attachment 3230489
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And there we go passing the level. I have no more levels on the 5 min so I will have tp look at higher time frames now.

Attached Image (click to enlarge)
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Keep one eye on the interactions being played out on each time frame. Great for determining the general direction.
Mar 14, 2019 S:51pm Quote Cleanup Post 2,354

m Joined Dec 2013
I see that many of the people new to this method are struggling with direction.
what I focused on when I started trading this method was:
1. EMA success or failures. Which way did the EMA break last? In other words, which EMA pivot was broken and which was challenged, but was not
broken?

Do this exercise for all the time frames, and also note (for each time frame) which side of the EMA price is trading.

2. Support. After the price crosses the EMA it needs to find support before we trust that it will continue in that direction. Just look at the M5 chart below
and see how price found support before the major drives. Also see how price reacts to old support.

Nith these basic and easy concepts you will get a good grasp of where price is likely to go.

So before you start focusing on divergence and targets you need to master the basics... you need to get in a trade in the right direction before you start
thinking about hedges and targetsizs
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Here is the full drawing of the 1 hour
GaPUSD T = = |

Apr 1, 2019 5:53pm Quote Cleanup Post 2,608
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Then if we look at the 4main charts together we can see clearly what is happening.

The 4 h is trying to stop the average.

The 1 h Has found bull support

The 5 m is trading above the average

The 1 m is giving us plenty of entry pull backs.

GEPUSD.HA
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question in the morning trade. As mentioned this period I dont trade cable, but I am looking it just not to loose the "tou
dl ooking the short option (just b rti lir s Frankfurt open) the diverger

of the EMA in the

to take the long? {image}

It was full of clues. I keep repeating to you guys watch the average and compare it to the previous average. Don't compare price to average.
You just need to know if we are trading above the average or below it from a positien of support,

See below the average is making HH's and HL's on the higher time frames price is trading above the average for the inference.
The bears tested the bull support a couple of time during the day but failed.
At our timeline we had a knot in the cotton so the bottoms of the rectangle were the buy points.
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{ y Apr 6, 7:25am (35 hr ago) Quote Cleanup Post 2,751
| alass
Here you go continuing that 1 hour chart. See how price has acted exactly as it should.

Fails the average HH
Test the average LL

EPUSOLHI = |
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S0 how did that pan out on the 5 min chart

GEPUSD M5 &




Divergence

Feb 22, 2015 5:14pm Quote Cleanup Post 2,03

think I didn't explain myself cle
e, like the one p!

In a system based on divergences that is an important distinction to make. However, this is not a M5 divergence method, it is rather a 26EMA method
where we take inference from the H1 and enter on the M5 time frame, sometimes based on divergence, other times there are other entries. But the main
concepts are the 26EMA's failure or success at taking out previous EMA highs and lows, finding support after crossing the EMA (in order to take out the
next EMA level}, and comparing the EMA to the EMA and price to price. Divergence is not the main concept of this method.

In your example, on H1 price had just been rejected by the EMA closing above it, a nice pin bar. We would not look for a short there. Instead, if you were
already long, we would hedage the position at that div, and then clese the hedge at the nest div when the price approached the EMA (looking for support).
In general, the promise of such a div is not a complete reversal of price, rather it is a high probability of price reaching (sometimes crossing) the EMA, and
then price either continues or reverses, it is a decision pivot.

Dec 13, 2018 7:58am Quote Cleanup Post 469
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} The only part that it's unclear to me its the entry signal.

{q t do I have to compare? Pri

0K ..

There are two types of divergence

1) Comparing price action to the 14 period RSI

2) Comparing the 14 period RSI to the 5 period RSI

It doesn't matter which occurs at the specified time suggesting a move in the direction inferred by the higher time frame
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While we are waiting let's take a look at some aspects of divergence.

This is the 1 hour chart displaying 3 bearish divergencies.

Look at number 1. It is suppesed to cross the EMA but it didn't, it bounced off it... This is a heads up that price is going for a HH which it did.
Mumber 2 was straight forward and made the crossing as did number 3.

What this tells us is that we can measure from the point of divergence to the EMA and guesstimate the number of pips we could make as a scalp and then
if they find support we could turn the scalp into a trade aiming for the average swing low (In this case)

At this point in time the bulls are testing this bear support.
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No. There are 2 possibilities:

1. Regular divergence: Price goes one way (up or down) (we use the white EMA (1)) and the slow RSI goes the other way.
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} BE ...after regular bearish divergence . {ima

you are drawing your divergence lines on the price wicks, they should be off the pivots as are the RSI lines, as a consequence you
are not seeing the chart correctly.

Some corrections here in yellow on your chart...

Dec 18, 2018 4:06pm Quote Cleanup Post 621
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To explain hidden divergence...

If price moves above the previous pivot but the RSI does not (it remains below) then price is caught in divergence so it is sold down causing it to snap
back and close below the pivot. So no lenger can we see it hence it is hidden.
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Queting quangvision
{qu

plain more on hidden divergence? Thanks

Yes it is exactly the same as regular divergence except the price bar snaps back so the divergence can no longer be seen... Hence hidden.

Take a look at this piece of chart. The first of these divs is the better example. See how the price climbed higher than the previous pivot but the RSI did
not (at the time) so it was sold down and closed looking nothing like a divergence anymore.

The second example did exactly the same but it did not snap back enough to be hidden and ended as a regular divergence.

Feb 5, 2019 5:56pm EEQuote ECleanup #Post 1,590
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ome doubts I have about HD. v a line with the 1SMA to the

<t price high and compare that line with the slow RSI?

We draw the line of the SMA pivot herizontally.

If price passes it but on the RSI the slow RSI does not pass that same pivot it is in divergence. Same as any other divergence. The difference is in the
timing. People will see the divergence and short it this makes it snap back so we no longer see it.

Feb 5, 2019 4:07pm EtQuote  ECleanup  #Post 1,583
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t green candle?
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We don't take HD on the close, we take them when they actually run into regular divergence and then they snap back.

Feb 7, 2019 5:08pm | Edited at 5:26pm EEQuote  ECleanup #Post 1,632
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Quoting quangvision

trading by that time, rather than after bar 9:30 which

With HD's we get in on the signal not on the close. These often snap back big time in which case you have missed out on the best position. Lock at the 1
minute chart and you should see it way up the top of the RSI

Yes the bar you say was a HH but the RSI was a tad busy trying to also make a HH

Actually T just measured it accurately and it ended up as a regular div on my chart, the right close slightly higher than the left. 0.0002 difference
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Anyone spot that HD on the hour

Jan 30, 2019 7:04pm Quote Cleanup Post 1,472

Your screensnot was
sed as an upbar? B

Nhen the bar pushed down it ran into divergence so the market jumps on it and pushes it back so it becomes a hidden divergence, you can't see it
anymore it is hidden and the dis send the price back to the EMA so of course this ends up as a bull bar.
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That's OK lots of people have trouble with divergence. Trust me I could write an entire book just on this subject alone.
See here on this 1 hour chart I have pointed out 3 divergences.

Look at number 1, this is a regular bearish divergence and should return the price to the EMA and beyond. If it fails to do this then most often price will
make HH. {Which was the case in this instance)

Now number 2 and 2 were exactly the same as number 1 except they snapped back to be hidden at the close. Notice how the following bars never climb
above b so this is the place for the stop (2 pips above b).

Now on both of these last two occasions price did break the EMA so we have a minimum target to aim for and would be looking at the 5 min chart to
indicate where we should close. We do this because even though 2 and 3 ended with a regular bullish divergence the number 3 was different, it made a
major pullback before the actual divergence which we could have avoided. Now that major pullback was also a hidden div just to through some more
confusion into the mix and again it crossed the EMA and also it was an RSI div to boot.

If we must continue just under the letter c of the 2nd div was another regular div again sending price back across the EMA. This time bears found support
and attacked the swing low average stopping smack on it. (X}

That should present some study and perhaps a headache, I don't see any reason that I should have all the headaches &
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Ok the question of hidden divergence.

First off, let's not get into why things have particular names, remember the names came from people in the past applying them rightly or wrongly and
through the passage of time have become accepted terms. I have argued my case in the court of public opinion many times but it is extremely difficult to
prove the world is not flat if so many believe it is so. OK having said that I will stick with my terminology and tell you why it is so.

A regular divergence in the bullish sense is where the price makes the lower low pivot but the indicator (RSI) makes a higher low pivot, in other words they
are telling a conflicting story.

The difference between a regular divergence and a hidden divergence is in the pivot timing. Let's say we are looking at a 30 minute chart and 15 mins in
we see we have a divergence, traders bail out of their shorts {or hedge) and they and others start buying so in effect the divergence disappears over the
latter 15 mins making the signal a now hidden divergence because we can no longer see it, in effect it is hidden from view because the RSI does not have
wicks and tails like the price chart so we have no history to refer to. We have to be there to see it at the time, we cannot see something that is hidden.

Attached Image (dlick to enlarge)

Hidden Divergence
30 min period

Bull Div 15 mins in 15 mins later it is hidden

| ' Jan 13, 2019 7:15am  EEQuote  ECleanup  #Post 1,058
g‘ Nala66#

Quoting pakeha
{quote} Allan, I am struggling to see the Hidden Divergence on the H1 at 2. On my chart it is actually a regular divergence - higher close price by
less than 1 pip and lower RSI value. {image}

That is fine if it closes in the reg div position but at the time you would not have known it was going to do this.

The point is that the price pushed past that previous pivot but the RSI did not so an earlier entry can be taken on the wick of the bar. We never know how
far the bar will snap back. The difference is in the timing of the two types of divs. What you could have done is taken the hidden div and then also taken
the regular div as another opportunity.

Sometimes these hidden divs snap back quite a lot so we would miss out on quite a few pips and as you see in this case sometimes they only snap back a
little to end in regular divergence. Then there are other times when they are in a hidden divergence state and continue to push out of it so it is important

to drop to the lower time frame and pick up on the signal there.

It is the wick of the bar we are looking at for hidden divs not the actual close because then it would be too late.
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Just a few words about the subject of divergence.
I'm sure everyone is aware of what a regular divergence looks like and by definition it is where...

Bearish "Price makes the HH but the RSI does not (LH)'
Bullish 'Price makes the LL but the RSI does not (HL)'

Then we start to run into problems in regards to the naming of other forms of divergence.

For example if price makes a LH and the RSI makes a HH it is often referred to as a hidden divergence but there is nothing hidden about this at all. So
others refer to it as a reversal but mostly these are continuation signals so this too becomes a tad confusing. You see where I am geing with this, trying
to find an adjective to cover all and sundry is very difficult without actually inventing one.

In effect any situation where the price is opposite to the indicator a certain type of divergence is formed so we could invent a noun and call it a Poi (price
opposite indicator) and these three letters are next to each other on the keypad but backwards. Then we would need to add the terms bullish, bearish or
hidden bullish, hidden bearish. Since bulls and bears both start with the letter b we cannot go any further expanding the noun.

Then we have RSI divergence where the fast is compared to the slow and has nothing to do with the price at all, only the measurement of strength and
comparing the most recent with the more ancient. Then there is the subject of divergence formed by the price and the EMA which I don't think I have
talked about here yet and there are two types of those also.

If you have followed what I have said hear then you probably have a good handle on the subject, if not then you are probably in for a headache, again.

Take a look at this 15 min chart where there are not one but 4 types of divergence. The grey and black bands are 50pips. Let's just read what we see and
not what we think.

Mo 1) Price pushes up slightly past the previous pivot but the RSI does not so it is caught in divergence, snaps back to become a hidden divergence.

Mo 2) In making this early push it has left the EMA behind not giving in a chance to make the HH as it was way up there on the fast RSI also. This forms an
EMA div. Price makes the HH, EMA LH

MNo3) The common garden variety div where price makes HH but RSI makes LH or flat in this case.
Mo 4) RSI div where the fast RSI is showing little left in the tank to get any higher.

The upshot of all this is the forced crossing of the EMA with the aim of making the swing low average. In this case it did this even before finding the bear
support. Then the bears found support and price runs to the target just to make sure you got out.

These factors repeat time and time again, sure we get it wrong sometimes, that's the price we pay to play.

GEPUSDMTS o= e
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How I trade the hidden divergence...

When I see there is a possibility of a move running into hidden divergence (in this case short) I place a pending short order well below the price action in
other words out of the way. Then when the price moves into the divergence I slide the order up so that I catch the spring back
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ood morning all! Alan, may I kno

the div direction?

is this a bearish div and not bullish? Does the slow RSI

{quote]
If the div is on top then the price should go south if the div is on the bottom then price should north

Here are a few examples

Jan 17, 2019 5:53pm  EEQuote  ECleanup  #Post 1,184

ofing Gl

Or some thing else?

= |

w that the Div failed to cross the EMA (Is it 2 bar test ?

1 don’t mind. What moment you kr

See how the tail of the bar crossed but the bulls said no no no and pushed it back to close, I would say that was bearish failure, wouldn't you?

Then it ran back up only to hit a hidden div so down it went again.

This is rubbish trading time now, we need to see a break into open territory.

Jan 19, 2019 6:10am KL Quote = Cleanup #Post 1,259
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well what can I say that I haven't already said about how the market moves.

& minute chast
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Not all divergence’'s are going to be friendly ones.
You have to stretch your imagination a little to apply the drawings below to actual chart examples.

As traders the one we are looking for is the Hook. In this example we spot a divergence hoping it will take us across the EMA to find bearish support and
form the Hook. From here we are looking to test the lower EMA swing and get our daily pips. We don't know if the entry is going to be good or bad as yet
so we test the waters with our smaller entry. The result is a potentially smaller loss, often nothing if we move our stop to BE. We then add to our winning
position as confidence builds that the trade is good.

The second example is the 'J' and this will stop us out. The divergence fails to make it across the EMA and as a result fails and then makes the HH. If we
don't move our stop to BE then we are just going to donate some funds to the market. It is always better to take these signals from a 1 hour time frame
because the distance from the Div to the EMA is mostly of a good size to make a profit from. However we can still use the same on the 5 min chart if we
are expecting price to roll the EMA over.

The is always danger when taking any trade we just have to keep an eye on the money management to risk a little and win a lot. Our hope is to have all
our three trades on before we see the impulse bar that bends the EMA in our favour. We continue to address the risk by moving our stop to protect
ourselves. Most often it is not a question of how much we can take from the market but of how little we give back to it that puts us ahead of the game.

We can't wait to see if a signal works or not because we can't take any advantage from hindsight. We have to take the risk and manage the trade
accordingly. The market maker will manipulate the prices to create business, we can't do anything about that. All we can do is observe the strengths and
weaknesses where business is stalling and losing interest for the market maker to take action and create business in the opposite direction until that too
tails off and we get a rinse and repeat situation. As long as there are buyers the market maker will increase the price to attract sellers and conversely as
long are there are sellers the market maker will decrease the price to attract buyers. The market has no interest in who is winning and who is losing.

Commercial trading houses take money from one another just the same as retail traders do but they are bound by strict limitations whereas retails traders
like you are me are our own masters and set our own risk rules.

Attached Image

Div

EMA

The HooK The 'J'

Divergence follow ups
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Try to follow this logic.....

We had the dotted lines all of which were in divergence however price was running for the ABCD targets on both the 1 hour and the 4 hour. 5o until the
target was hit at B the divergences were not going to kick in..

Mow we have the divergence at B price should try to cross the EMA but it ran into the continuation divergence forming the ABCD. The div has failed so
price should make the lower low which it has.

GEPUSD,
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Quoting simon.says

Hey guys, So one of the issues I often run into is picking the "wrong” divergence. I am sure many of you know the feeling of following the signals
and take on positions either short or long as the divergence is signinaling, only to see that price continues to push in the same direction. To me, it
looks like the ones who have gotten a better grasp of this strategy have been able to work out ways to deal with this. Attached is a picture showing
regular divergences (orange) and rsi divergences (red). As you can see, from the time the first divergence...

Check this out...

Attached Image (click to enlarge)
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Quoting davidmaree

{quote} Very nice thanks Alan. So likely scenario is long to region around D (EMA swing high there too), and then short toward EMA as RSI div
seems to be setting up on 4H.

I don't see an RSI Div as being of any value until price reaches its D target so be cautious with these shorts. It is a long way south for the Div to take price
back to the EMA so I would wait and see in this case.

|% Apr 2, 2019 7:18pm  EEQuote ECleanup #Post 2,642
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{quote} Thx Alan for your time and strategy, but could you please explain why you took that first entry long. At that point i was looking to get in
short and i believe i wasn't the only one i--

It was a bull divergence, but when I see it is not making the EMA I tighten the stop to BE. As for the 1 hour inference the price was at the swing average
level a ZOO point.

Then there was another bull div which I did not take but then I did the third one.

A funny thing about regular recurring divs like this is that price will generally return to the first incidence at least.



Bull/bear support
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I divin 1h, but then it bounces from EMA, could we

we have bull support? {image}
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Here is the state of play on the 5 min....
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The bulls are having a problem with the bear support

GepUso s o]

Bear support
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Examples of some Bull and Bear supports on the 1 min chart

GEPUSDMT == e

This is bear support but the bulls break it —____

\ This is bull support_ Pulls back but cannot recross
This is bull support but the bears break it

This is bull support_ Pulls back but cannot recross
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Mow this is a good question .

See how you have identified the bar with the box, well it wasn't followed by a red bar so it is still looking for support and this continued for two more bars
until finally it made a red one making the last green bar the support. So our stop would be above this latter green bar. Generally I view these supports as
being weak and look for the price to retest and fail this level.

Yes a two bar test is a good option but if the price just moves generally sideways then even the 2BT would be of little value.

Support?
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Quoting davidmaree

Bulls now have support on 1H.

That's a maybe David until we see an up bar close

Jan 17, 2015 4:49pm ERQuote &
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Here you go if you didn't see these...

GEPUSD,MS

Bear support

Bull support

i

RSIDIV
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This is the 5th test of the bull support by the bears and they haven't broken it yet

Cleanup Post 1,959

T Feb 26, 2019 5:30am Quote Cleanup Post 2,078
*ﬁ‘ Nala66 »
H1 average has just fallen to the bears.
This is the second time in a row you have said this without reading the signal the chart is telling you and it is becoming annoyinag.
Crossing an average is meaningless unless a support is found.
This crossing was just a retest of the bull support and the bears got caught in a bullish continuation div by testing it.
The bulls then went on to hit the target
1) Each time we have had a bearish div (in this case) it returns price to the EMA
2) This return is where a decision point is made (DP) in the form of a continuation div
This one hour chart shows it all very clearly.
1) Began with a bear div. Has passad the 50% but not yet completed.
2) Began with a bear div. Has completed
3) Began with a bear div. Bears found support target hit to the short side.
4) Began with a bear div. Has completed
So the only one outstanding at this time is number 1.
GBPUSDH1 =N e =)

13178 L300
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Support
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Testing the bull support from a bear div is very iffy

GEPUSDMS =

Mar 5, 2019 §:27pm Quote Cleanup Post 2,258
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This one may be new to you all ...

GHPUSDMS =5 =]

S i3
10 points

See how this was bull support
The underside is bull resistance
So no bear support required under the EMA
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I see C as being incorrect because of the previous pivot. This was the one that attempted to find bull support but as you see the bears stripped them of it
by closing below it.

A support either bullish or bearish ends its life if it is broken by a closing cross. Price may cross it and not end it because it has to actually be a close.

0On the 1 hour chart below we see the bears have crossed the bull support but have not yet broken it by closing across.

GEPUSD H1

Mar 19, 2019 5:23pm Quote Cleanup Post 2,453
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Here I have added more to the chart and we can see the bears have retested the bull support and so far failed to break it.

GEPUSD,H1

Bull r




Highertimeframeinference
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d in last 2.5hrs om M5. Price ranging in about 25pips. Are the signs there for

f you have time!

I don't try to predict the future... That is the peint, only trade the reality of the situation. There are only 3 possibilities London will take, up, down or
sideways.

These divergences can get us in or out or even hedge trades.
Round numbers mean nothing to me.

The signs are in the question ‘Are we trading above or below the average, if below we look to short the tops, if above we look to long the bottoms®

Nov 21, 2018 3:18pm Quote Cleanup Post 77
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for potential d
the picture below

as it formed b
Very good thinking outside the box and yes.

The fast RSI is already showing weakness because of not crossing the slow and to be in divergence like that adds to the weakness of the bulls. For now 1
will just refer to them all as divergences.

We want to see these signals on the higher 1 hour chart so we can drop to the lower time frames to look for entries.
There are a couple more things you may observe going on. The more you study these simple little things the better your trading becomes.

Well done...great question

Nov 22, 2018 11:28am Quote Cleanup Post 108
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The so called divergence we read in text books only accounts for a small portion of what I am referring to.
Look at this 4 hour chart spanning many days, only number 5 was a regular text book one but there were plenty of others.

These give us a very good insight for direction.
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making a

? {image}

well I would consider A to be a place for a hedge because I am still trading below the average. If the action did change direction 1 would still be OK and
back in the right direction.

I'm sorry I drew the line on the bottom on the price chart it should have been on the top for number 5, what some refer to as a hidden divergence or a
continuation in that it doesn't get back across the EMA but pulls further away from it.

Also while on this subject when you see a divergence that does not get back across the EMA it is a goed sign the move will continue in the original

direction.

Nov 23, 2018 7:11am Quote Cleanup Post 123
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v to read divergence, on bar e or on price ext

your light on this? {image}

Mot everything is a divergence, if it was that simple we would all be rich very quickly.

For example one of the most common moves is the good old AB=CD of the swings. Again on the higher time frame {1Hour) these give us an idea of
direction.

Here on the 1 hour chart you can see the latest two..
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I simply cannot understand this, I have repeatedly spoken of looking for the inference from the 1 hour chart. In your chart above the RSI is inferring an
overbought position then and only then do you drop to a 5 min chart and look for a signal there. I would bet a pound to a penny there was.

Divergence on the 1 hour is just another inference we should look at dropping to the 5 min chart.

Then we have to consider the averages. Has there been a failure of a HH on one side leading to a success of a LL on the other and vice versa. On your
chart you can clearly see on the next day that the average failed to make a LL the bulls pushed up above the EMA and found support and then the thing
went like a rocket to make an EMA HH. The move started with a bullish divergence, then a bullish support and this was just on the hour chart. Had you
taken these to be inferences and then traded at the 5 min signals there would have been plenty to take you long on that day. So on both days there was
enough evidence to make the 50 pip target.

Mow a two bar test is just another way of finding an inference on the 1 hour chart again the entry signal would then be given on the 5 min chart is some

form. Sometimes there is nothing there so we have no trade to have a stab at. You want to be testing in the direction of the EMA but sometimes we can
test towards the EMA for the pullbacks. These trades would just be scalps unless they are forming at the primary time for our one major trade of the day.

No divergenca:

Feb 27, 2015 7:03am Quote Cleanup Post 2,140

{quote} Allan what interference did you use on the 1hr to buy?

Ne were trading above the EMA heading for a previous average swing high so the 5 min gave us an entry in the long direction.
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If we insist on trying to getting started on a 5 min chart without referencing the potential opportunity on the 1 hour we are not going to get very far at all.
Look at the 1 hour chart below....

There was a bearish divergence at A.

1) So what does a divergence do? Answer it'takes price across the EMA.

If it doesn't then watch out the market would be strongly bullish.

Now in this case the shorts were stop hunted to clear them out. So at this stage we too are stopped out for no loss if the stop has been moved correctly.
2) Why does price cross the EMA? answer in this case to find bearish support for a down move.

Do the bears find support? Answer yes... So we are short trading below the average.

This is the stage 2 entry

3) Can we now find additional entries to the short side on the 5 min chart or even the 15 min chart? Answer Gazillions of them.

Stop this fixation with the 5 min chart without taking your cues from the 1 hour chart. By just referring to the 5 min chart only then you are simply looking
for quick scalps.

Geruso H1 7= pem x|
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Good morning all, Thanks for your ansy Alan. How do you identify that bears have found support? Is by that red circle in the RSI? {image}

Ha actually that red circle was not for the bear support but that is exactly where it was.
Bear support... Bears push from above the EMA to cross it and the bulls fail to take it back = Bears FIND support.
Bull support... Bulls push up from below the EMA to cross it and the bears fail to take it back Bull FIND support

5o if we have a divergence price should cross the EMA and then we look for the support to continue the move.
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I suppose the best way I can answer that is to say experience brings confidence. Remember we are not risking very much here because we are moving the
stops in spite of the fact we can get stopped out. So if we are confident the trade is behaving as it should we also know this very early and take the plunge
with the 2rd entry.

Remember we can measure the expected distance the price is likely to move so as long as the 3rd entry is made whilst there are still 40 pips left in the
trade we are fine. If we can get that 2rd trade in a tad earlier than the 40 pips left then we are in for a couple of pips bonus. Don't stress too much at not

managing this third entry even with the two on you are making good money at half a K+.

I am not too upset at not getting the full potential of the trade, as with yesterday I just took a 50 pip scalp followed by another 6 pip loss followed by an
18 pip win resulting in 62 pips for the evening at AUD$14 a pip. Not quite the 1k but I think you'll agree bot bad just for scalping.

Keep looking for those at those higher time frames to get a good notion of what price is trying to do, this adds to your confidence that you are doing the
right thing in the right direction increasing your probability of success.

It is the people who don't trade by a method based on sound signals but merely on whimsical thoughts who lose money. Don't go down the road of trading
theories stick to what you see as factual evidence and respond to it accordingly.

S0 what sparked yesterdays move while I was in bed... Look at this 4 hour chart.

Dec 14, 2018 6:27pm Quote Cleanup Post 540
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Anyone catch some or all of the 33 pip up move on the 1 hour div while I was away?
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Phew! I am glad we got that RSI sorted, it just goes to show how missing a little from the instructions how it can have a profound effect.
OK as I awake and look back at the hourly chart I see price did make the B target price and it did so in divergence so back to the EMA it goes

So now I hope your are getting the idea that the swings of the averages are the resistance levels price is always trying to overcome and a supportis a
break of the average with a failure to get back across the average. Neither of these has anything to with tops and bottoms of price action.

So what are we expecting now?

Well a bounce off B with a div sends the price back upwards to test the EMA. If it breaks it then needs to find support to tackle the new A level. If it does
break then we can expect a new LL below B. Either option will be sorted by the time Europe opens on Monday
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vas a 2 bar test but with an inside bar to long on the break ab
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One could see it like this, however I see it a tad differently.
Nhat Riaan has here is a regular bullish divergence but look more carefully and you will see there were three of these possibilities, two prior to the one

shown. In other words the 1 hour bar was still en its way down. On the close of the 1 hour the 5 min was still in divergence both with the regular one and
the RSI shown on my chart as number 2.

This caused the price to cross the EMA but then it ran into div again, number 3. This sends it back across the EMA once more until it runs into yet another
div at the 1 hour B level, number 4. This too was a regular bullish divergence of which there were 2 possibilities however the 1 hour was still on its way

down only to close in divergence making the latter one (4) being the one to take.

s0 if traded over the whole day then the moves would look like this...

P.S. I made it look pretty like your charts...cool uh!

On the 1 hour chart this would be in these positions...




Dec 19, 2018 7:27pm Quote Cleanup Post 711

*ﬁl Nala66 s

The 1 hour now looks like this...

It has almost made the required 50 pips

Dec 21, 2018 7:08am Quote Cleanup Post 745
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Here are the last two days of 50 pips on the 1 hour chart...

So on each of these two occasions we should be looking for additional short entries at the 5 min level.

GEPUSD HT o
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Thanks Alan, is the significance of the 1 se beloy

Sorry about the delay Widows did an update and I lost the plotting on the charts because they were not saved.

Yes that's all that was a two bar test. If it had closed below then it would have been a continuation to the downside from the hidden divergence. Actually 1
adjusted the line a little later to 1.27441, the next bar pushed down to 27443 pretty accurate hey!

This is simple geometry to plot. Draw the two bar test line, put a vertical line where the next bar will open and then put a horizontal line at the intersection
of the two.

This will then show us if the price is going to break the two bar test and if not it will close below the horizontal and the down move would continue.

In this case it broke the two bar test and then retested it, failed and went up again running into hidden divergence for the third time .

GEPUSD,H1 =R =]

Hidden divergences
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OK you guys are again missing the poin of what the 1hr chart is telling you.

Price has crossed the EMA so that would have been seen as a downtrend on the lower time frames.

Then it has to make a pull back on the hour to FIND bearish support, so if trading short on the lower timeframe you would hedge this pull back.
The 1 hour has FOUND bear support so it continues south... Take off the hedge and pocket the profit.

Where does it look like it is going on the hour chart... Then take signals in that direction and hedge the signals in the opposite direction.
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s the four hour chart
or direction and

Sorry that was a typo I mean 4 hour.
Yes we would see it first however the 4 hour is giving me a heads up for the 1 hour and thus we get down to the 5 min.

The only time I pay much attention to the 4 hour is when it is approaching the levels. If I am taking any inference from it then look what I see on the 1
hour below..

Mothing as yet is telling me there is a short on offer.

Jan 28, 2019 5:28pm  ERQuote  ECleanup  #Post 1,418
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hit that historic swing high {im

Good work that man however it failed to hit that historic high so it comes back to the EMA to make a new swing high price can have a go at.

So if the inference was a failure on the 1 hour should we not see a signal on the 5 minute?

Now we are in the London session so what are they going to do?
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Quotis
Hi guy s one thing I would like to settle once and for all. I am still not 100% sure what signals that would qualify as a 1H infer AS
as I am 1H inference could be; Any type of divergence Oversold/overbought RSI 26 EMA Target Line (EMA) Bull/Bear support? Are there
any other missing and/or are some of the listed wroeng? Thanks

Could also add HH's and HL's and so on. In other words anything we see that takes our interest we simply look then to the 5 min for the signal to take us
in the direction we perceive.

We are not always going to be right we are simply looking for the better probabilities in the busy time of day to take price to a level we expect.

Jan 30, 2019 4:17pm Quote Cleanup Post 1,464
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{quote} Thank: an! I am getting better at taking inference from the H1, that seems to be the most important aspect for me to adhere
fact, most days I do ven look at the MS and M1 before I see something on the H1 and H4. That has helped me to get better entries. (

As I say I wouldn't worry too much about the 4 hour because the wicks alone can be lots of pips.

\ Feb 5, 2015 12:28pm Quote Cleanup Post 1,561
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At this time I am not sure what to make of this situation.

The 1 hour has hit its targeted ABCD and the D is still holding as resistance.
It looks like the EMA is trying for a lower low (Green Line).

The bullish div (dotted line) has not returned price to the EMA so I am guessing price is going to make a lower low. (Maybe)

GEPUSD.H1 [og ===
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r some doubts I have about HD. w a line with the 1SMA to the

xt price high and compare that line with the slow RSI?

Just take a look at the 1 hour chart and lock at the direction....short uh.

Where may the price be going to ... 2882 possibly

What is your primary trade direction... Short

So we are looking for signals on the 5 min that take us short and we hedge any that take it long.
Why do we hedge...Because the move may stop the EMA and even turn it around.

It is the same thing every day look for the bias direction and trade it accordingly with whatever signals we get.

SBUSDHT =r=
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Ok we start the week with a good target on the 4 hour.

Feb 11, 2019 2:19pm Quote Cleanup Post 1,686
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On the 1 hour we price is in between the 50% level and the EMA
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s I missed the initial HD because I wasn't at my PC.

1 thought

Hi, a friendly suggestion; never take a trade based on M5 time frame alone.
The backbone of this method is to take inference from a higher time frame.

As per the chart below, at the time of news, we were trading below the H1 ema.

Additionally we were trading below previous average low of 2928. And clearly the market was trying to reach the H4 level 2880 (as Alan pointed out in a
post earlier today) and H1 level 2877.

And the third clue, the massive bearish bar (blue arrow).

These were 3 solid reasons to be short.

The only time you should take counter trend trades based on divergence on M3 is when price is at a former major level, preferably from a higher time
frame.
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Well I awake to find the 1 hour made it at last. Good job else I would have been a liar hey!

Feb 12, 2015 5:43am Quote Cleanup Post 1,735
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On the 4 hour too
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MNow we have a signal on the 1 hour

GBPUSD.H ==

Feb 14, 2019 11:15am  REQuote &

0

eanup  #Post 1,803

*jl Nala66»

Check out the 1 hour chart the story is all there...

o 1306 1291 L3
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OK let's use the top down approach.

Daily.. We see the bears failed a previous continuation div (1) and the bulls went on to hit the D target.

Then we have this 2nd continuation div where the bears failed at the 505 level. The bears also failed to make the EMA LL and the fast RSI was way down in
the basement. At the 50% level we see an RSI div and expect that div to get back across the EMA. So a couple of good clues there as to what is going on

in the longer term i.e. IT IS BULLISH.

Remember price is going to take out those EMA swings long before the EMA does and all the moves are predicted in advance by the signals we observe.
Absolutely nothing whatsoever to do with news. Price is purely driven by structure and circumstance.

==

Feb 20, 2015 8:27am Quote Cleanup Post 1,906
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Dropping now to the 4 hour and again we see the indications of the price action in the structure, all the information is there, not in the news, theories or
planetary alignments.

Ne see the move started with a regular bullish divergence leading price to the first (1) continuation div and this continued long to hit its D target. Then it
moved a tad through this D target to again set up a new much larger continuation div (2).

Any guesses yet as to where price is heading...

7 oy~
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Mow down we go to the hour which brings us into the realm of what is happening when we start to get interested in taking a trade. Our bias is to be long
but we also now the higher time frames can wriggle like a king brown so we stay wary.

I was hoping for the 2949 to be broken because that puts price in that wide open space I mentioned last week or so and price should attack the 3118 for
the average to break the 2949.. This is why we get those larger than life moves and we should always be on the look out for them and this should be a
topic of discussion for this thread to be more beneficial. Thars gold in them thar words.

So what do we see, yep as someone already pointed out a nice continuation div to drag that EMA where we want it putting price in that wide open space to
attack the 3118.

o0 1 =

Feb 20, 2015 4:09pm Quote Cleanup Post 1,939
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A nice big fat signal on the 1 hour

| gapusan e
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trading Lon
only one who r

in the morning session. I critisize
s that?

I hear you, I was also tempted to go short in the morning session yesterday, and in hindsight that would have worked out.

But I do not regret not shorting, cause, even though it was somewhat of a mixed bag, the main inference I got from H1 was to go long.

The bearish div on H1 happened very early in the morning and signaled that price probably would reach the average, but I was anticipating a bounce from
there.

My 4 trades from yesterday:

Trade 1, bullish div on M3, stopped out at BE.

Trade 2, bullish div on M5, stopped out for +5.

Trade 3, bullish div on H1, stopped out for +7

Trade 4, bullish div on M5, this was the one that worked out +402

The beauty of this style of trading is that, even though I still anticipate things happening (like the bounce from H1 EMA yesterday), I would not have
hesitated to short if price started to trade below the H1 EMA. It gives me the confidence to trade what I see and not what I think is gonna happen. And
most of my trades are stopped out trades in the +1 to +7 range, a few are -1 to -10, even if my H1 inference is wrong the method is very forgiving in the
sense that I am normally able to move my stop to BE, and after that I try to detach myself from the trade. Whatever happens after that is out of my
control (except for moving the stop along with price). And most days I get that one +40 to +60 that I want, and after that one, I walk away.
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This is what I see..

GapusO ==
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At the same time the daily is still on track to make the HH indicated by the yellow arrow
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Quoting J5zz1964

ms I lear

at least something {image}

OK Jazz.

The first thing I did yesterday was to take a look at the daily chart to note where the average was and that was 3070.

Then I put a white horizontal line on the 1 hour chart at this level 3070. This gives me an idea of where the daily is heading.

MNow I need to watch the 1 hour chart to see if there is anything to take me there and as you rightly pointed out there was indeed a continuation div some
several hours before our vertical time period upon which we can form our ABCD.

Please note there is a difference between an ABCD and a AB = CD. The former is a triangle base on a continuation divergence and the latter
is a lightning bolt based on a 50% retracement.

So you were correct in assuming you should be all the time short as your primary trade and signals to the long side should only be scalps or hedges to the
shorts.

Let me put all this in a visual form on the hourly chart and then I will continue.

GBPUSD,HI o= ]
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Mar 8, 2019 8:26am EEQuote ECleanup  #Post 2,315
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OK so from the above chart we can see what is potentially going on here.

a) Price has stopped at the daily average (white line)

b) The ABCD (Orange) has completed

c) We have an AB = CD (Aqua) suggesting we are going to break the daily average a tad.

d) The AB = CD has a plus or minus value in relation to the 50% level.

e) If we look at the + value we see price is heading for the green average swing low.

The result of this is our bias is still to the short side. So later today we would be looking for short signals as trade and long signals as scalps or hedges.
MNow during the course of all this we are only locking for our slice of the action so we can quit work for the day and this short went well beyond that so on
the hour a hedge wouldn't have been needed. However the hour chart is where we are taking our inference from, we trade this at the 5 minute level

looking to buy and sell signals there.

Which brings me to ZO0 points or Zones Of Opportunity which I will continue with.
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Nice try but incorrect reading of the chart.

Both the 4 hour and the 1 hour are trading below the EMA so it is no possible to have a bull setup. At best we can expect a scalp or a hedge to a short
trade.

It is only when the bulls cross the EMA and find support that we can start looking for bull setups.

It is a common mistake to deem a pullback as a change in direction whereas these should be looked at as opportunities to continue the trend.

GEPUSDH1

Mar 14, 2019 9:41am Quote Cleanup Post 2,384

ot the main direction at times like yesterday there were bearish divergence on the 1hr and the trend went bullish.

Y¥ou should be saying to yourself “price is ignoering the divergence so it is trying to get somewhere’

Consider on the 1 hour which side of the EMA is price trading...Topside
S0 have the bulls found support... Yes
So the market is bullish. BUT it will not remain bullish forever once it takes out the targets it becomes too risky to keep going long.

Any bear signals should be considered as scalps or hedges. So if you spotted a bearish div consider it as such. If it doesn't make it back to the EMA then
price is going to climb higher.

Always consider the trending side in conjunction with the EMA and look to see where the EMA is trying to get to and has it failed in the opposite direction.
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The bears found support on the 1 min.
Mow testing the bull support on the 5 min.

Can they find bear support on the 5 min?




Money mamgement

P Mov 22, 2018 9:13am  EEQuote  ECleanup  #Post 102
5‘ Nala66#

What we have is a lousy week for trading but a good week for learning instead. On the RSI we see the strengths are being exhausted long before the
bigger moves can take place so it is choppy to say the least, obviously then a scalping period.

So let's crack on and get to money management.

You have probably read as much as I how we should not risk more than 1 or 2% on a trade and that we should let our profitable trades run. Well I take an
entirely different approach to this. I look at the profit I wish to make daily and place the appropriate lot sizes to achieve this.

So I am going to use a $1000 daily profit as an example here.

The problems begins straight away because we are all different in various aspects. We may have different leverages, mine is 400:1. We may have different
base currencies, mine is AUD. So the only way I can do this is to explain my own and then you can adapt yours according using a similar method.

Mow I said previously 50 pips is a very common move for this pair. It can be a heck of a lot more or sometimes a tad less but 50 is the number I work
with.

So if 50 is the target and in money terms 1000 is the objective then we just look at the relationship of these two figures.

First off I am geing to try to get my trades on within the first 10 pips (Can't always do this but that's trading for you). This leaves me with 40 pips to make
my objective. So 1000 divided by 40 = $25 per pip.

Mow I am not going to risk $25 for an entry (well not yet anyway) what I want to do is make entries in progressive stages each time adjusting the stop to
limit the damage when things go wrong. This can happen and we should never be complacent about this occurrence.

T Nov 22, 2018 9:27am  EEQuote  ECleanup #Post 104
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0Ok $25 for me I need to divide by about 1.46 because I want the 25 in Aussie dollars not US.
This results in 17.12 and I am going to further divide this into 6 six segments = 0.29 lots
MNow the trades are entered

1st 0.29

2nd 0.58

3rd 0.87

Total = 1.74 lots.

Checking backwards.

1.74 x 40 x 1.46 = AUD31016

For me 1.74 lots cost me about 800 bucks so I can easily afford this with a 1000 account.

My risk on a trade is usually somewhere around 50 bucks so my risk reward is 50:1000+
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QK let's consider this so called money management.

I use to be of the opinion that if one traded small enough one could trade out of most situations by simply adding to the losing situation so the recovery of
funds was usually a done deal. This meant I had to be at the PC sometimes for days either hedging the loss or adding at appropriate times reducing the
loss gradually until at last the trade was out of debt. Not always in profit but not a loss either but I was losing and that loss was valuable time. I can recall
saying why didn't I get out early and trade the opposite way I would be quids in.

The problem so I believe was in the fact the lot sizes were so small that even a win from the onset would return only a small profit also. One then falls in
the trap of placing too big a lot size to be able to trade out and the inevitable happens as it does with most traders 1 have come across.

So I spent a lot of time considering this, after all this is probably the most important aspect of trading. The questions I was asking was 'How can I keep my
losses small?" How can I make better profits?” " How much profit do I want?' and so on.

To cut the story short this lead to the method I have outlined. This will continue to make 1K profits in itself but once we do make that first 1K we have
options.

The first 1K is made by placing the three trades at the rate of 0.3 lots, 0.6 lots and 0.9 lots totalling 1.8. (1.8 x 1.4 x 40 = $1008)
Mow the account is at 2k so I should now be able to double up but look what happens 0.6 lots, 1.2 lots = 1.8 so there is no need to apply the third entry.

Mow the account is at 2k and again the increase to 0.9 lots, 0.9 lots = 1.8. So my second entry is getting smaller and so is my total risk as a percentage of
the account.

This continues until finally my first entry is 1.8 lots and I need not apply anymore at all unless I care to. I will still make the 1K with 40 pips of profit but
look at what has happened on the losing side of things, I am risking about $250 to make $1000 that is a 1:4 risk/reward, I don't know about your
thoughts but to me they are pretty bad odds even though the win rate may be much better than the trade loss rate. I would like to see my potential win
rate about ten times my initial loss rate i.e. $2,500 so I am still requiring that second trade on to achieve this.

So by following the money management process the account naturally grows exponentially and at an awesome rate where we need not fear stop outs nor
spend hours if not days making small profits.

OK stop dreaming for 2 moment and let's get back to that initial target of making our first 1K. Let's say I managed to get the three trades on but fail to
make the full 40 pips, let's say I only make 20 pips because a signal told me to bail. In this situation T don't begin over trying to get the three trades on [
just continue as if it were the same trade, that is I place the whole 1.8 lots on from the start looking to make the balance of the 40 pips i.e. 20 pips more.
I still keep the stop as tight as I can and get it to B/E ASAP.

We all find a way to manage our money but I am convinced that we have to push the market as much or more than it pushes us. We have to control from
the onset just what we are prepared to risk. I don't think risking 1% to make 2% is going to get us anywhere nor is risking 10% to make 20% these are
both 1:2 risk/rewards we need to get those figures up to 1:10 to give ourselves the mathematical edge.
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So we have looked at the relationships of the EMA, RSI and price signals such as divergence.
There are more but this alone is plenty to make your pips per day.

There is something I call the two bar test, for entries. You don't need te have whacking great lines going back to the dawn of time to get an entry a simple
two bar test will do it.

Here on the 1 hour I have an example..

See how the fast RSI was below the slow one in the circle area. It then crosses from below to form a valley where I have put test here. This tells us the
bulls have found a bit of energy and are able to hold onto it by not allowing the bears to take them back across. So at this point we place a two bar test
line on the price, it closes above so we are good to go long with the stop placed as shown. Remember we are dealing with a divergence here so we should
at least make it back across the EMA and as it turned out went a nice 100 pips or so, far more than we need.

Nov 23, 2018 7:55am Quote Cleanup Post 126
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Just as there are many forms of divergence there are equally many forms of Support and Resistance.

I am not really interested in resistance what I am looking for is the fact that one side or the other (bulls or bears) have FOUND support for the current
move they are about to make.

Look at this 5 min chart below to see how these things all come together and then I will explain what I mean by support.
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Firstly we should be aware of flattish markets, these are a warning of big things to come and the unwary trying to grab scalps can easily get caught on the
wrong side and receive a severe finger burning.

The trouble is we do not know how long these flat spots are going to persist so we have to be very careful and busy plotting the charts for the story that
may unfold quicker than we can say SH*T what happened?

We look hard for the signals that something is up and about to happen. You simply do not have time to slip out for a coffee when working, this will have to
wait until you get your stops to break even. I am not joking, this is a very busy time where you need a clear head and no distractions.

Using the same section of chart as above and in this case looking at the bulls finding support. We see this...

Nov 23, 2018 9:12am Quote Cleanup Post 128
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Both price and the RSI have formed a distinct pivot, price above the EMA and RSI above the waterline (50%:). Mot confirmation as yet but worthy of our
my first entry with the stop just below the wick (very tight, low risk).

This happens most of the time on the 5 min chart.
Then we see the bears are failing to recross, the fast RSI gets below the blue but we see failure to cross the EMA. A good reason for my second entry and
moving the stop. A two bar test at this point gives me the third and final entry and again moving the stops ASAP until all are at the minimum of break even

above the last entry.

Only now can we take a break but as you see from this example the whole thing took less than an hour to make an incredible $3,000 bucks for a very tiny
risk.

These moves do not happen every day because of the setup and execution processes.

Generally we would scalp the setup and trade the execution.

Look what happens next having hit the AB=CD target. The price came all the way back to test the support but look at the RSI. It is a sure bet it is not
going to take out the support. Another trade we could have taken long. The fast RSI has bottomed out and the whole thing ends up back above the
26EMA.

Mote how the bears never FOUND support for their move down and the whole thing just flattens out again to give us time to count the cash.

Sji Nala66 s

Mow when we get support we have a valley for the bulls and a peak for the bears but I always draw the line on the appropriate wicks and if these are
broken then my stop is hit because that is whera T would put it.

4
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Remember I want to risk as little as possible and a warning here is due to NEVER ADD TO A LOSING TRADE. People only do that with good skills, small
entries, large accounts. My rationale is completely different, I do the pushing as hard as I can, I don't let the market push me.

See how it works:.

Smallish test entry, second more encouraged entry, even more confident entry.

The potential for making far more money than I risk is foremost in my opinion.

I spend very little time at the PC and relatively not long in a trade, tiny losses versus huge wins.
Sometimes I see nothing so I simply don't trade at all, it is not compulsory it is an option.

(Must keep saving in case of power outages)
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I can’t really be too specific about the entries, sometimes there are only two pips between them and other times I have trouble getting the additional
trades on.

I can't say whether the market is going to have a choppy start or sharp spike. So I try to determine what the likely target is and then try to get my trades
all on at least 40 pips away from the target in order to have any hope of achieving the fiscal result. It is difficult to get three trades on sometimes let alone
more. The point is to keep pushing for the result even if it fails to make the full amount.

Remember the trades go on at the rate of 1/6th 2/6th and 3/6th totalling 6/6th which is all in. Keeping the stop as tight as we can as we progress so our
risk is kept to a minimum whilst we are pushing for the maximum return. Sure we are going to get stopped out and lose a little but this is well offset by
the winners and getting multiple winners in a row makes those losers look like peanuts. Besides which a winning trade may be left to run on a tad more
and pick up any losses made previously.

To ask what is the average stop is like asking how long is a piece of string, it is what it is. If the stop is too large then the lot size would have to be reduced
or one may even pass on the trade, it is not compulsory to take a trade, we want probability on our side but we still don't want to risk too much. When a
trade is going wrong simply close and await the next bus. The 108 trade is usually reliable in its push but we must always be prepared for those that are
unstable.

We have to respond to what the market offers so we cannot set specific rules.
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See how on this 5 min chart how the bears pushed down and out of the bullish divergences and how the application of the two bar tests keep us out of
trouble by not taking longs.

GHPUSD, M3 = s |
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rrect 2 bar test line as shown
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No apelegy required some things need more explanation because we all see things differently depending on our points of view and our precenceive
notions.

A two bar test is generally used when we spot divergence. I would imagine many have experienced the problem of taking a divergence and price fails to
react to it and continues on its merry way. This is because price is heading for a level and divergence will not stop it from getting there. So the best divs
happen at these levels because that is the expected turn point to test the opposite direction.

0n your chart you have the correct start point but the test is not a horizontal line as you have drawn it but should be drawn connecting the bottoms of the
candles (should be bars, easier to see). So the test line becomes in effect a mini trend line we need to see broken and our stop is placed above or below
the bar being tested.

Don't assume the test can be applied all of the time, it can't as I will show on a chart directly.

Mow I said it can be applied at divs but it can also be applied at supports, bullish or bearish.

Take a look at this very informative 15min chart it has a lot of stuff going on....
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Lets first look at the stuff in the red box.

1) was and RSI div so we want to test the bar at 1 but look closely and the entry point would have been at 2 HOWEVER 2 was also an RSI div so there was
no long opportunity from 1.

2) Moving now to the diiv at 2 there was no place to place the test line so again nothing for us there either. Price moves down to 3.

3) This was a regular div so we need to test the bar at 2 so we wait to get our test on and 4 presents us with the long entry. All goes well from this point
and the div causes the cross of the EMA so now we are out of the box going long.

Price makes its pull back (in this case 2 bars) to find bullish support where we can again apply the test as shown. Price passes the test and on the close it
gives us another long entry and we have establish a bullish support level. All well and good so far (I hope) but then a problem starts to show its ugly head
in the form of a bearish RSI Div.

Ne can't ignore this, we have to take some form of action.

9 out of 10 times the best action to take is to hedge the 2 long trades by taking the same sum of lots in the opposite direction. This is done because we
cannot be sure that the bears will take out the bull support, remember that this div could recross the EMA. We see the price could not break the bull
support so we can now close the hedge and take the profits from it. Remember if the div does not cross the EMA then price is going to make the HH, hasn't
happened yet but it probably will.

So we have made some profit from the hedge and we still retain the two long trades accumulating towards our total and can move the stops for these two
to just below the EMA to lock in some profit.

MNow the bounce off the support gives us the opportunity to make a third two bar test and get a third long entry on still hoping we are going to make that
HH with price, indeed we are hoping price moves to the average swing high and tests that level.
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See how the slow RSI and the quick give you additional entries because the quick is staying under the slow RSI pivots. (Well that made sense to me as I
was typing)
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Quoting
{quote} Alan, in this old chart: The 1st entry is at the RSI bullish div The 2nd entry is because of the valley on the RSI? What signal makes you
take 3rd entry? Thank you

I don't really need a signal ence the trade gets underway I just go with the confidence of knowing I can always hedge the trade if nead be.

Understand I only need to use the three entry approach until I get my first K in profit, from then on things get a lot easier having lots of backup money to
take the better trades to the maximum. Currently I am entering with 1.8 lots that is $25 a pip and follow this up with a 3.6 trade so in all I am at $75 a
pip. It doesn't take many pips at that rate to make good money with the confidence I am playing with the markets money. At the end of this month I will
start again with my profits safely in the bank.

This is where I believe people go wrong, they look for percentages of the account whereas I target specific sums. People fail to hedge whereas I find it very
profitable to do so. People worry too much about losing and fail to let themselves get stopped out whereas I don't let that bother me at all. We cannot get
it perfect all of the time but people insist on locking for the holy grail that lets them win all the time. Losses should be kept small in proportion to the
account so we always have the opportunity to have another go. Never add to a losing trade that is a mugs game and never hedge a losing trade. Don’t
overtrade, it takes a lot of effort to stay on the ball for a few hours and there will always be another day to trade, make the profit target the amount the
market is will to pay you. If the signal says get out then do so, don't expect a miracle.

I am busy writing all this up and a lot more besides and appreciate all the questions you guys put forwards so I can include the answers in my writings.

Sorry about the waffle to a short question hocius
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first trade is more or less obvious. The 2nd one mentioned was after the Smin 26ema rejection? The exit was just profit target or 1h

sbemar

OK you got the first as being obvious and that was a divergence..

A divergence will usually return the price to the EMA so we have a distance we can measure very simply. On the 1 hour it was something like 45/50 pips or
s0. Now we ask can we make our profit from that? If yes then we know exactly by simple calculation what we need to do for lot sizes,

It may not always go directly from A to B so we have to be prepared to hedge the trade for whatever time that requires to protect the profit. We then
watch for it returning to the path and pocket our hedge profit so now the actual target for us has been reduced by that hedged profit.
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Maost of what you say here is correct however the first entry is the div itself.

Mormally 1 would try to get the three trades on in ten pips but this moved so fast there was no chance to do it.

That is ok though because we

can still adjust the trade to make the correct profit target by adding an extra trade and you are correct with the HD an
option for an extra trade.
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Motice in the above charts how the 2 and 3 entries are when the fast RSI forms a peak under the slow RSI
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Z00 points.
There are literally dozens of these to be looked at but let's just look at a few, namely any of the A, B, C, D points on the 1 hour chart.
Let's even boil it down just to the Aqua AB = CD. The same process is acted on whatever the ZOO point is.

Beginning with A what do we see? First off it was also the C point of a continuation div. This tells us nothing more than where to put our stop, a couple of
pips above A but we need to get a signal to trade on the 5 min.

So what do we see and plot there... Exactly the same process forming more A, B. C. D's

Our A ZOO point on the hour chart produced our A point on the 5 min chart and you should find these points on the 5 min chart produce results on the 1
min chart but not for trades hey! maybe just to pinpoint an entry to keep the stop very tight. This 5 min produced over 20 pips counting the central hedge.
However we still have our southern bias on the hour chart and may not yet have reached our daily target so we may hedge again at D and look for a
retracement a 50% of AD and so on...

GEPLISD,MS =1
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ting Jazz1964

trade NFP based on this system Alan? 1 had this M15 measured move {image} Have a good weekend

Jazz I don't even look at the news and that includes comments made on TV about currency.

All the story is in the charts. I interpret what the charts are telling me. I am not an economist so I cannot interpret the effects news data has on currency.
There are far too many factors to consider and whole teams of people work on this, so what chance have 1.

Look at the ZOO points on the 1 hour chart and you will see they all pay you big time.

_ Target + or - this much

Daily average level

g low

Mar 13, 2019 1:00am REQuote ECleanup #Post 2,371

1°d love to ignore the news, the problem is my "friendly broker” will spike the spread even if Theresa May sneezes...on news, the
widen up to 50 pips.

You should have completed trading long before the news. There were ample signals.
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Ok back from shopping..

Let's look at the exercise of drilling down to the lower charts from the inference of the 1 hour.

More specifically let's look at the x2 hidden div.

Looking both at the 1 minute chart and the 5 minute chart we can drill on down to really pinpoint the entry.

The yellow line L L represents the 1 hour level where price runs into a hidden div situation. That is to say the price is passing the pivot but the RSI is not.
In this case it is the 1 minute chart that gives the best indication. Remember we are not interested until price is above the LL.

S0 what do we see? The 1 minute chart is in divergence and the fast RSI on the 5 min would have been way up in the top levels of the RSI. These are
good indications the 1 hour is coming to a halt and give us very tight locations to put our stops. Even on the 1 minute chart the return to cross the EMA is

over 60 pips and the same on the 5 min chart because a little later we saw an RSI divergence there.

That tiny bit of HD on the 1 hour was the inference and this was supported by the trades we could have taken on the lower time frames with very tight
stops. This is what inference is all about.

Sometimes, in fact many times we have no other inference from the 1 hour other than the direction it is travelling in either above the EMA or below. This is
when we have to go just with the signals off the lower time frames in the hope of reaching the targets set by the higher one.

— HD on 1 hour

L
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y of "thinking", mmm sorry cold execution trading Thank you for sharing. What average SL do you

Thanks very much.

I believe there is a difference between a system and being systematic. The former implies a hard and fast approach that could be coded to form a robot.
The latter looks at all the variables that are constantly changing and thereby ridiculously difficult to code across all the time frames to boot.

By initially defining each element with words on the chart one learns to identify the possible Z00 points where trades can be taken with a tentative
approach allowing for the fact we could be wrong. This is why the trade has staggered entries, we add to our position as confidence increases that we are
correct. In respect of this all trades begin as scalps, progress to loaded trades and (if they don't reach our MM target) are hedged for insurance.

If we look at the 5 min chart below you will see that a 10 pip stop is plenty to take the initial tentative trade.

Look at the magenta lines that take the inference from the 1 hour chart.

GEPUSD M5 = =
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And here is the 1 hour to extract the inferences
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MNow to be selective with these patterns on the 5 m we are under a bear div and below the EMA and the bears have found support so at the 1m level we
can safely look for the shorting signals until the 5m says otherwise.

So side by side we sees this.
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Remember the ABCD is only going to present a target, we have to find an entry point and a stop.
So taking the last signal on the one hour look for entries at the Z0O.

Also we can measure to the target distance (D) to evaluate how many lots we need to place to make our MM profit
GBUSD.H1 = ==
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Mow in the next stage of the example the ZOO was actually the 50% level. and this would have been a nice target from D which was also a C point of
another AB =CD

We cannot have one setup to suit all situations we have to learn to read the chart in real time and watch for these variables.










































































































































