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Disclaimer

Forex trading has large potential rewards, but also large potential risk. You must be aware of the
risks and be willing to accept them in orderibvest in the Forex market. Do not trade with money

you cannot afford to lose. No representation is being made that any account will or is likely to
achieve profits or losses similar to those discussed in this book. The past performance of any trading
system or methodology is not necessarily indicative of future results.

NOT FOR SALE
This eBook is not currently for sale nor will/lhas it ever been for sale. FBisak is completely free,
if anybody has sold this book to you please email mack@forex4noobs.com
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capital of $50,00@obviouslya demo account)We were givetthe $50,000demo accountaind told

to trade. The grand prize waas far as | can rememb&2,000 and | wanted to with wanted that

money. It was more than just monetary goal to méhough.| thoudht if | could win then | would

have found something thatould steer me away from working a 9 to 5 job.

I hit the books andbegan studying the stock markethat it was, how it worked andverything. By

the day before he competition begun | knew lot about the stock market. However, RA Ry Qi 1Yy 2 4
how to actuallytrade. A lot of what | read talked about patience. Shem the competition begun

everybody involved had taken a trade within the first hour, not me thougldddmy time, waited

until the next day to pick up a copy of the financial newspaper. | scannedaihyoinformation and |

found it.| started taking trade after trade almost all of them winners. | shot out aheadexf/body

in my economics classy Bhe end of the competition | had close to $90,000 hypotheticdliads.

| sat at the school aembly listening to the mindlessupposedly confidence boostisgeeches our

teachers gave. | was interested inonly agh& A y 3 (0 K+ (i  RdordpEtitiohBEMN&Alyhy gAYy (KS
torture was put to an endMy economics teachevho wasa staunch, seirbald manwalked up to

the podium. In his hand he held clenched a single piece of paper. As he begun to talk, | could hear

the disappointment in his voicee& my teacher ted me | always challenged his teachings in

economics never agreeing with any of the textbook gersttiéf he taught. 1 could tell it took away a

large piece of his self esteem to utter out my name as winner of the stock ngaked | was

ecstatic | was 16 years old ari2,000 was a fortune to me. | was also ecstatic because | won and |

finally found a job | wanted to do.

| traded stocks for a few years and did very well. | got sucked into Forex the same way most of you
probably did. One day | was breimng the internet and saw an advertisement for a free demo
account. kried out the demo and loved it.r&m then on | was hooked.

Twitter
[i FaceBook
m LinkedIn

Blog
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Trading can be a pretty boring job. The long periods of waiitifigetween trades leaves you with
hours of free timel used to fill most of my time up with computer games and watching TV.

Then at some point realized that | was watching TV or playing games fdrol@s (minimum)per
day. With the exception ahe odd work out break and tradeswas squandering all my tanl mean
MH K2dzZNE | R &If | dothiatid&ymXlay bul fordhe @Nbf mplike that equals 50% of
my life squandered away without having done anything constructive!

Well those sats scared me so | started looking for things tolddid not want to look back on my life

FYR GKAY|l OGdd@KRE2 FaA/YS&a¢ LXIKBG ¢2dA R y2G 0SS | AT
| was always a bif a nerd in school and | always | had an interest in codiglgsites. The idea of

building a site that thousands of people would see day in day out always appealed to me.

To cut a long story shqra few months of dabbling arounaiith coding and site designcame up
with Forex4Noobs.com. It was ugly, not verymgiendly and slow loading but people loved the
content. Over the past 2 years as my codingsskilprovedso has the site (immensely).

| released the first NickB MethodBook back in 2007 and it got popular very fast. It made
Forex4Noobs hugesite visited by thousands of traders daily. In 2008 | released the segasibn.
Now in 2009 | am releasirtige third version. It has been well over a year and a half since the last
version of the NickB methodBook so hopefully this lives up to the antidipa.

If you like the method in this-Book then you have to check okbrex4Noobslt would take me a
very long time to list all the sites features so | widit give you a quick overvieimstead:

Forex EducationEducation is vital to your success as a trad@arex4Noobs has a co@lnnyand
free education section.

Forex Plus Sectiomools, Systems, Free webinars, live trade videos and much more! The Forex Plus
section is where all theoolest stuff goes.

Forex ChatroomEasily the best Forex chatroom on the net! With a white board, screen casting and
60+ traders sharing ideas and trading 24hrs a day!

Live Forex Trade Video®atch recorded trading videos ofe entering trades and makg pips. This

is as exciting as Forex education gets! Forget about all the self proclaimed trading gurus who talk the
talk. See a professional trader prove himself by showing you how he makes pips live. No other site
does this

¢ KIGdQa & dza (s hdapsinbré td @stover ¢h Fdidx4Nbobs so check it out.
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In the world of Forex trading most traders are continuously searching for the holy grail of systems
that will make them a millionaire in aegk. Like the search foréhFountain of Youth that system
has never been found. Herg & hint why; IT DOESN'T EXIST!

Searching through forums like a crazy person looking for the magic combination of indicators is the
short road to failure. If you are agling this eBook looking foa system to make you an instant
YAEEAZ2YIFANBE GKSY KAG GKIF G fthsieBobk3ookid far a et NA 3 K
trading that will make you a successftbnsistently profitable tradethen keep readig. Tradings

not a get rich quick scheme;takes hard work and dedication.

My method is not a system, | do not use any indicators, and there are hardly aimystehe rules.
My method is based on candle patterns and support and rasigtdines. Thesare not to be
confused with pivot points or Fibonacci lines. The best thingiabty trading method is you aneot
tied down to one specific style. You can implement certain asf#dt, and add others, to tailor
make your own trading style.

I know tha not using indicators sounds crazy, but | have been doing it for 4 years and | am still
around. It is up to you to make the choice. Are you going to eknba the futile search for theloly
Grail trading system? Qire you going to learn how to really tta?

The foundation of my method is to keep things simple. | am against over complicating trading. In my
opinion, the simpler your method is, the more effective you will be. Making something extremely
complicated is only going to waste #nand add stress. That is why | try to keep my trading as simple
as possible. Over complicating something that works very well is counterproductive. All | need are a
few lines on my chart and | can make 100+ pips per week with ease.

Some methods you seeajust a mess of indicators; so many that you can barely see the candles.
This is not the way to trade. If you can be consistently profitable keeping it simple, with just a few
lines, then that is obviously the better option. So as you read on, and finthat my method is just

a few simple lines, do not run away. These simple lines have been making me a lot of money
consistently for 4 years. That is more than can be said for 99% of the trading methods out there.
Simplicity is a good thing, not a badrgi

Another foundation of my method is adaptability.

A system is limited in that it gives you a very constrained method of trading. You have rules that are
set in stone, and they do not change when the market changes. Thus, a system warksgiynwvell
some months during the year, and fails miserably other months.

| do not have a system. | have a method based on the analysis of candle patterns and support and
resistance lines. The most important thing about my method is that it adaptsaiogihg markets. A
huge part of my trading is analyzing current market conditions and trading accordingly. This may
sound hard, but when you learn the basics it becomes second nature. One look at your charts and
you will know that you need to tweak the wagu traded last week to suit the market this week.
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Candles are perfect because in any market condition they still perform the same task, they show you
price action. Support and resistance lines are basically just showing us where the price action is
stalling and where the market is shifting direction.

lyeglex ¢gKIFIG L FY 3SGdAy3a 4 Aa GKIFG L R2 y20 KU
FYR SYGSNI 2y ONR&aasSaés 2NE &, 2dz GFNBSG mnn LA LR

I do not have a system that can be summedmup few paragraphs. The method gathers together a
hundred different aspects to form an extremely effective and adaptable style of trading. It is
something that will take you time to learn.

Scouring forums for Holy Grail systems is not your answer. &ild, Isystems are limited to the
market conditions that spawned them. Systems do not adapt to changing market conditions. There
is a tool however that allows traders to adapt to changing market conditions.

Can anybody guess what it is? It is your brain!

Those new to Forex trading, who have spent time on multiple forex websites, expect me to have
some kind of generic, crappy, ertethen-this-crosseghat system. The reason they expect that is
because that is usually what is offered. This is not what | d&eming you. | expect you to be an
active participant in trading; using your mind, and making good trading decisions.

My system involves the use of your brain (every trader has one), and that is why after 4 years, my
method is still profitable.
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Pairs:You can use any pair you want but my main threeGB#/JPYEUR/JIPY and GBP/USDe
method is tested mainly on these three pairs. So before you trade another pair you need to do some
testing.

Time frame: 4 hour chars for all of your analysis. TA& min charican be usedo manage open
trades(if you want to).

Indicatorssb 2y SH ¢ KI 4Q&a (GKS 06SaiG GKAy3a |o62dz2i GKAEA YSiUK

This is one of the most common questionsn asked. | use and highly recomme@8T ForexThey
are by far my favourite broker and as far as | am concerned nobody else comea\tldse chart
screenshotsn this eBook arefrom Dealbook360 which is GETradingplatform.

If you want to sigrup for a demowith GFTpleaseclick here When you visit tht link you can put
your details on the form to the righb get a demo accounOh andin caseyou®e wonderingthat
link is not an affiliate link but it is a tracking liffthe link allows GFT toack how manyvisitors it
gets from Brex4Noobs

As | said above | do not use any indicatdise problem with indicators is they lagol useprice
action analysignstead Price actiorR 2 S & yHedausépric&action is just the current movement of
price. So | trade primarily by analyzing the current movement of price. To analyze thitilaegse
main types of analysis:

1. Candlestick analys{Readig price action)
2. Support and resistance lines
3. Trendlines

[ SsiiaRe a bit of a close look at these forms of analysis.

CandlestickAnalysis
This is definitelghe most important part of my trading method. Using candlesticks to read live price

action is amaingly beneficial. It is a skill that would benefit any trader using any method. Basically
what | do is us candlestick patterns, formati@rsl recent price movements to:

Decick if and when to enter a trade.

Decide when to exit a trade dg or when to stayn a trade.
Maximize profits and minimize losses.

Spot bad set ups before entering.

Hwn e

Unfortunately, candlestick analysis is something that | cannot fully teach in tBisak. It would take
me hundreds of pages or hours of video to cover it all. Howewan go over the basic concepts so
you have an idea of what to look for. The rest you need to learn from experience.... like I did!
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Support and Resistance Lines
Support and resistance linesHSlines) are uskas triggers for my trades. They are basicatBas in

which the price has historically had trouble breaking through. | want to make a few things clear
about SR Ines before we go any further.

CKS@QNB y2i GKS &alYS a tA@20 LRAylaaepbaceCA o2yl OC
on a dart manually.

There isno magical R line placing indicatdor MT4 or any trading platform. Sorry but placing
them is a skill you will have to learn yourself.

We will tackle S+R lines in depth later in thiBaok.
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Chapter4:
Candlestick Analysis
&
Reading Price Action
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In Forex you hear a whole lot of talk about candle patterns. Traders are usually told caundiess
doji's, hammers and shooting stars indicate a pendivgrgal.Even though tis sort of thinkingcan
be profitable it is a very narrow viewed approach to canilt&sin trading. Candlégksare much
more than just patterns. Thegllow us to very accurately read price actemdtell us things such as
how to:

1 Spot reversalin a trend and profit from the reversal.
1 Spot continuations and know when to stay in a trade
9 Spot signs that a trade may not be going your way and close it

The important thing to understand is that candlestick analysi®igustabout pattern recognition.
So forget what you know about candle patterns these are not candle patterns. Thiwiestick
analysis

The overriding goal of candlestick analysis (from here omefatred to as CA) is to allow you to
figure out who is in control of the market.

Once you figure out who has contiafl the market it allows you to

Place trades with more confidence.

Monitor open trades and close them oearly or leave them open beyonaur targets.
Pull more pips out of the market.

Trade reversal trades.

o s~ wN e

The possibilities are endless. Knowing CA back to front is an essential part of the NickB method and
it is also an essential part of any trading method.

In my methodyou use candles ainly to figure out who has control (the bulls or the bears). You also
use candles to spot possible reversal points in trends and jump into reversal trades. Figuring out who
has controlisre f @ & (0 NI A 3 K UlooRFa2Heds o it anywdyt. f S G Qa

| am going to start with the bare basics. This is stuff you probably already know but read through it
anywaybecause it all ties in with the more advanced stuff.

{2 6KIFI0IQa (KA& GKAY3IK LGQA | oO0NIYR tiépeviaut 68 OF yF
candle closed. This candle has yet to move a single pip in either direction. It is a completely neutral
candle.

By the time this candle closes it will have moved and closed in an either bullish or bearish direction
(or sometimes it will closeeutral as a doji). Howevewhich way the candle closgsses us a clear
indication of who currently controls the market.
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This is because we always have two opposing forces. The bulls and the bears. The bulls are always
trying to push the price up and ébears are always trying to push the price down.

So if the baby candle above pushes up and closes higher than open it becomes a bullish candle and
indicates to us that the bulls control the market currently. If it pushes the pricenciovd closes

lower than open it indicatethat the bears are in control. So for that particular period in which the
candle is opendepending on how it closewie know who has control of the market.

Taking it one step further, when we see a whole series of bearish candlesomethat the bears
are in complete control of the market. We call it a bearish trend and we kfawhe last however
many candleghe bears have been in control and pushed the madatn.

bearish trend showing a
! bear controlled market.
]

L
I!l- * m

This is all very basic but there is a point. The point hetlhat when you look at candles you need to

f221 0 GKSY Ay (GSN¥Ya 2F GKS aidiNHzZa3tS 06S06SSy (F
your charts and see a bunch of bearish candles. You should look and see a clear sign that the bears

are in control Then you should wait fomandication that the bears are losing control and jump in

for a bullish reversal trade.

Figuring out whether the bulls or the bears are in control of the market is #asywvhat all price
action analysis isuilt around. It obviously grows from here and expands into some really cool more
advanced stuff but identifying who is in control is where it all starts.

2 KSYy @2dzQNB GNIXRAYy3I GKS bAO|l. YSUK2R 2NJlFyeé YSik
head:

1. Who has control of the pair?
2. Are they controlling it strongly? (in other words are the candles big or small)
3. Isthere any sign that they are about to lose control?

Having that information clearly laid out in your head helps you make a whole range of dectsiw
example imagineyou are in a short trade.tAdne point in thetrade you ask yourself those three
guestions and the answers are:

1. Who has control of the pairThe bears have control.
2. Arethey controlling itstronglyd 2 G KS& | NBy Qmal&n8weak. y Rf Sa a
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3. Is there any sign that they are about to lose controlPere is a indecision (reversal) candle
forming.

WellA T (GK2&S IINB @2dz2NJ ' yasSNE (KSy A0Qa LINRPolofeé
are moving weakly and a reversandle is forming your short may not survive much longer.

In the next few pages will go over some of the more advanced price action analysis techniques.
lfglead NBYSYOSNI K2dAKSEX ¢KSYy Ay R2dzo00 @&2dz aKz2dzZ F
comfiN2f 2F GKS YINJ]SiQK

'y AYRSOAaA2z2y OFYyRfS A& lye OFyRtS (KF(G &dz33Sais
previouspage | explained what a trend was. Obviously when a pair is trending strohghdicided

on adirection and there is no indecision. However, as soon as certain types of candles start forming

S 1y26 GKIFIG GKS LIANI Aa y2i GNBYRAY3 FyeY2NBo
candle.

Yy
#71

There are literally thousands of different typekindecision candles. It is impossible (and a waste of
time) to go over them all. As long as you to read a few types of indecision candles you will be able to
NEFR GKSY Ittt {2 £SiQa t221 4 I ¥S8S6 SEIYLX Sa&
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In the picture aboveyou can see a str bearish trend followed by an indecision candle and then a
NEOSNEIf® ¢KS AYyRSOAaA2Yy OlFyRtS Aa 200A2dzate (KSE
candle indicatsindecision.

The geen highlighted wickg, If you look at the long lower wicktells you a bit of a story. While this
candle was open the bears tried as hard as they could to push down. They obviously succeeded in
doing so. However, before the candle closed the bulls managed to push the candle back up.

This suggests very clearhattto start off with the bears had more power. However, by the time the
OFryRfS Of2aSR (GKS odzZfa KIR LR2gSNWP {2 AdQa KAIKT
the next candle.

The bluehighlightedbody ¢ The fact that the body is bullighst gives us a tiny bit more assurance

of the indecision candles strength. It tells us that not only did the bulls have enough strength to push

the price back up, they actually also managed to close with a bullish body. If the body was bearish it
wouldsillbeanA Yy RSOAaA2y OlFYyRfSd |1 26SOSNE GKS FI OG0 GKIG

Asyoucansedl KA & Aa Yzalufe 2dzad f23A0Ff GKAY(lAy3Iod | 2dz
telling you. This goes far beyond the normal type of candléepns you learn in Forex. Thinking

about it in this way actually allows you to understand what is happening with the price. It allows you

to make irformed decisions.

[ Sioa GF1Sa | t221 +d 2yS Y2NB SEIlFYLX So
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Again in the picture abovgou can see atrong bearish trend followed by an indecision candle and
GKSYy | NBGSNEIf® [SiQa 221 G ¢6Ke GKAa OFyRES A

The bluehighlightedbody and lower wickg Up until this candle the bears were pushing down
strongly. Then all of a sudden origltandlehe bears could barley push down a few pips. There is
hardly a lower wick and the body is bullish. This tells us that the bears are severely weakened since
GKSe RARYQl S@Sy YIyl3asS Gd2 YIS I ySg (260

The green highlighted upper wiokThere is @it of good news for the bears. The upper wick shows

us that during the life of this candle the bulls managed to push up quite a bit. However before this
candle closed the bears obviously pushed the candle back down. The bulls closed near their opening
price so anything could happen with the next candle.

This is pure and simple indecision. You have your trends and then you have your indecision candles
that usually signify the death of a trend.

WhendoingCAA G A& I f gl &@a [|ngWRittzhe padé NGWR Whakid hafipihiyigiright
now is always more important than what happened a few hours ago.

{2 6KSyYy @2d2QONB lyltelAiy3a OFyRtSaiad1a GKS aSO2yF
FTANRGSO® C2NJ SEI Y Liaéhr chart wha2hdgeéhBd inthé lagt 2 hours/oBthezahdles
life is more important than the first 2 hours.

This can be seen clearly in the example above. In the first half of the candle the bulls obviously
pushed the price up. We can tell that from ttegde wick. However, before the candle closed the
bears pushed back down. That tells us tbamning into the next candle theearsmight have more
power.

You should always assign more importance to what happened during the second half of the candles
life. EYSYOSNI LINAOS | OlA2y Aa Fo2dzi ¢KIGQa KI LILISYAY:

QC200 www.forex4noobs.com Pagel8
SOME RIGHTS RESERVED


http://creativecommons.org/licenses/by-nc-sa/3.0/

£ TFTIEN 22d2Q@S ¢ SINYGY

1. 126 (G2 GStf 6K2 Aa Ay O2yGNRBE 2F GKS YINJ SO |
2. How and why indecision candles form.
3. Whatindecision candlemean.

It may not seem like it but those few skills give you a huge advantage in your trading. The more you
practice CA the more you will come to learn it. And eventually you will gain the ability to read the

market like a very predictable book. CA allows you to seatwill likely happen nexthis is

20@PA2dzat e | Kdz3S [R@GIyidlI3S gKSyYy &2dzQNBE (NI RAy3ID

What you learned above also helps a lot when monitoring open trades (I discuss this in detail later).
The main use of CA is obviously reversal trafled. t S Q&atihdsd. S | € 22

An indecisiorcandleindicates a possible reversal when it forms during a strong trend.

In one way or another | use all types of indecision candles in my analysis. However, when it comes to
trading reversals | limit myself to the strongest tyjaé.ong wicked patterns are, in my opinion, the
A0NRy3Sad GelLlsS 2F NBOSNAERFE LI GGSNYyo® ¢KSaS | NB [ 2

[2t Q& FINB y20 aAayLXe R22AQa> KFYYSNRAI 2NJ akKz22dAy
differentfactod G KF G YIF 1S F2NJ I @SNE aGNRBy3I NBOSNRIFf &aA-
of a LWP.

1. The Preceding Trend.
2. The Indecision Candle.

The Preceding Trends any trend that indicates to us that the bulls or the bears are currently in
control of the market. Generallj y [ &trer@ 8hould consist of four or more candles and the
candles should be moving strongly in the same direction. In other words, it should be very clear that
either the bulls or the bearare in control of the market.

| D ¢
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If youlook at the picture above you can see that both have four bullish candles. However, only the

one with the tick is what | would call a trend. The one with@Bl2 &84 R2Say Qi AYyRAOIGS
bulls are in control of the market. The candles are $mal and weak. In a preceding trend the

market has to have a clear direction. Big strong candles indicate a clear direction. Small weak candles
R2Yy QiU @

The preceding trend is the most important part of a reversal trade. If there is no preceding trend

thereisy 2 NBGSNEIFIf GNIRS® LRSYydAFeAy3a I LINBOSRAy3 (il
GStt &2dz aF GNBYR A& SEIFIOGt& wmnn LALKAIE 06SOFdAS
and, obviously, the pair you are trading. | know it igtke Ihard when you do not have an exact rule

to follow, but with just a little practice you will be able to spot trends with ease.

Thelndecision Candlela ¢ KI & &ONBIF Ya 2dzi (2 dzaX aiGKS odzf f &k
the price might be turimg around As | said on thereviouspage | only trade the strongest types of
indecision candles as reversals. So this type of indecision candle has to have a particular look:

1. The wick must be lager than the body of the candle.
2. The wick must be pointinig the same direction as the preceding trend.

Take a look at the picture below to see a proper LWP indecision candle.

l* -l

As you can se¢he red arrow is poinhgto the wick which is longer than the body and panggin

the same direction as the preceditrgnd. In the picture abovgthe body is white but it can also be

red. The only difference is that in a reversal from a bearish preceding trend an indecision candle with
a white body is slightly stronger.
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stronger Iwp weaker lwp
; |

o b

In the picture aboveyou see a stronger and wier LWP. The LWP with a white indecision candle is
slightly stronger. It is stronger simply because the indecision candle itself closes bullish, which
indicates that the bulls have a lot of power. The weaker LWP does show that the bulls did fight and
pushe the price up from the low. However, since the body closed bearish it indicates that the bears
are fighting back.

52y Qi ¢N}YRS LYRSOAAAZ2Y [/ lFyRtSa ! ft2yS
It is very important to understand that the indecision cangdleotl [ 2t & [ 2t Q&
combination of

1. A preceding trend that is made up of four or more strong candles.
2. Anindecision candle like the one described above.

So f the indecision candle forms without a preceding trenid not a LWP

Are You Paying Attention?

If you have been paying attentigiou may notice this is where it begins to come together. A few
pages back | talked about the importance of the second half of the candle. What does the second
half of the indecision candle above tell us?

1 Inthe first half we see that the bears tried togiuthe price down. They got down quite far
too.

1 Inthe second half the bulls took over control of the price. They managed to completely
counter the bearish movement.

Now this obviously suggests that the bulls will likely carry that power through to thecaaxle.
This is why | consider this type of indecision candle the strongest.

Grouping patterns are slightly differenthedifference is grouping patterns have their strength in
YydzYo SNE® Ly Y2aid DttemsdieKate weakedr Bposiaivaverythe Gitt ik f S &

five weak indecision candles are grouped together makes the GP sfrdbgi Qa RA aaSO0 G KS
important parts of a GP.
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1. The Preceding Trend.
2. The Indecision Candles.

The Preceding Trend: K S NB A & yt@day hérg. The Yrde€dkhg trend is nearly the same as

GKFG 2F | [2t Q& LINBOSRAY3I GNBYRO® owhg&trend: 156t RAFF SN
trade them based of§hortertrends, but they are definitely more powerful when they form eryw

large and long running trends consider dongtrend to be over 8 candlei length

The picture below givegou a general example of the kindmeceding trend | look for in a GP.

D+m+¢++.

Groupingof Indecision CandlesThere must be at the very leasiyd indecision candles before |
would consider it a GP. Five candles is the minimum. | would much rather see six or more. Generally
speaking, the more reversal candles the stronger the GP.

D+m+¢++.

hﬂ*ﬂ |
T

The grouping itself must not favour any direction. It must kalidorm a straight line. Now this
does not mean it must be perfectly straight, it can move slightly up and then come slightly back
down. It is just important that it does not have an obvious bias for any direction.
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The strength of a GP is dependentthe amount of candles in the grouping and the preceding
trend. If you have a very strong preceding trend that consists of many candles and the grouping itself
has 6 or more candles you can consider it a strong GP.

Ore dayl was trying toeexplain the importance of a preceding trend to a very smart wonrathe

YARalG 2F [ttt 2F Y& AyO2KSNBy(d ol 00 thalighina&kS &l AR
¢ I £ $h&fdbund auick way toexplain what | spent5 minutes tryngto exphin. A preceding trend

is exactly like throwing a ball against a wall.

When you throw a ball against a wall the harder you throw it, the harder it will bounce off of the
wall. The same concept works with preceding trends. The bigger and more aggressivediding
trend is the bigger the reversal is probably going to be.

{22 LINBOSRAY3 GNBYyRa INB @GSNE AYLERNIIylGd ¢KS& | N
preceding trend is very weak or n@xistent you should probably avoid the trade.

Thatbeing said at the start of this book | said that | give very little rules, only guidelPrexeding
trends having 4 or more candles is just a guideline. There are times when | may take LWP trades
based on a single large candled preceding trend.

The ony general rule | can giveAsT @ 2 dzQNB | ySgo6AS aadAoO|l adadNARy3aSyid
trend rule. Once you gain some experience regdamice action and candlestickeu can start
making exceptions to the guidelines.

So faryou have learned exactly how to identify the point at which a possible reversal might occur.

However, an indecision candle IS NOT a reversal candle. An indecision candle only indicates that

there is indecision in the market. So if you handgralecision cadle formingin a bullish trend it

R28ay Qi YSIy GKIG o6df fAaK GNBYR A& RSFIR® LG YSIy
2 K2 1y264a YlIeoS (GKS@& gAftf YIe&oS nikdedsiowmcandl@l ® LT &
closes you will noté profitable.Confirmation is an essential part of reversal traddgemember

how | said | have very few rules? Well this is one of them, if there is no confirmation there is no

entry, period!

{2 £8GQa G118 I t221 d K26 G2 O2yFANN FyR Syids
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If youhave a LWP on your chamu should be thinking that a reversal ssgibly coming. The
problem most traders have is knowing when to enter that reveiSall am going to let you in on my
secret that gets me on averaga 80% win ratewith reversal trades.

In the picture belowyou see a LWP formation. It is not as pretty as the examples above as this is on
a real 4hr chart (Nov/04/2009). Howeveris clearly a LWP formation. There is a strong bullish trend
(shown bythe green line) followed by an indecision candle with a long upper wick (highlighted in
blue).

GERIPY T O=142.46 H=142.464 L=141 46 C=141.47

Q 150.00

0 lien, sionl §
™,

14700

i Znd 20:00 Jed 2000 4th 20:00 5th 20:00 &th 20X

(=]

Fth

At this point you should be thinking that a reversal is probably coming. You could enter here but
personally | find it a little too risky. I like to find thisest applicable line or place one and use that
as my entry. If there is a scalp li(szalp lines discussed nerbarby you can use that as your entry
level otherwise you will need to placaemporary line.

There is no precisdistance from the indecision candle that you will need to enter. | do this all by
eye because it depends greatly on:

1. ¢KS LI ANJ 82dzQNBE (NI RAYy 3D
2. The market conditions (slow moving market or trending market).

This is something you will easily learn to deerkEjust by looking at a few of the examples below you

gAft 3ASGHG I FSSEt F2NI K26 FIENFgle& L LIXIFOS Yé fAyS
ends up being roughly 55 pips away from the close of the indecision cédindleever closer than®

pips though.

In the example abovehere is no scalp level so | need to place a line at the nearest applicable level
Here are some types of levels | consider ajpplie.
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Psychological Levels
Are any level that ends in a rounded number. So for exanguiésBP/JPY your major psychological

levels would be:

A 140.00
A 150.00
A 160.00 and so on.

Your medium psychological levels would be:

A 141.00
141.50
142.00
142.50
143.00 and so on.

N N S

Your minor psychological levels would be:

141.10
141.20
141.30
141.40
141.8 and so on.

> > > > D>

These levels are only significant because as humans our minds are fine tuneki far jpatterns. So
naturally traderggroup their stops near rounded numbers such as psychological |¥lanay
have noticed the 0.50 levels (141.50) are unaheedium psych levels. This is because it marks the
halfway point of every 100 pips.

When looking for an entry on a LWP or GP you will usually have a major/medium psychological level
near your indecision candle. If you then that is usually a perfect & for your reversal trade.
Belowis an example of placing the entry at the nearest psiagioal level on the trade

GBRFIPY I O=142 46 H=142.44 1=141 46 C=141.67

entry at 150.00 psych level

P

150.00
\; 4
’L‘ 142.00

145.00

147 00

it Znd 20:00 3rd 20:00 4th 20100 Sth 20100 éth 20:00 Fth
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As you can see there is a strong psychological level at 150.00 and it is a good distance from the
indecision candle (60 pips).

Low/High of Indecision Candke
If the closest major/medium psychological level is too far or too close you could consider placing

your entry at the low/high of the indecision candielow is an example of placing the entry at the
low of the indecision on the tde above.

GBFFIPY i O=142.45 H=142 44 [=741 46 C=141.67

entry at low of indecision candle

|H%/

|:‘" '-|-' 150.00
4
’J-‘ 142.00

145.00

147100

H* ﬁ'+ {on

it Znd "“:I 00 rd 20100 4th 20:00 Sth 20:00 &th 20:00 #th

Placing your entry at the high/low of the indecision candle is just as effective as a psychosocial level.
However, it is not always an option as sometimes the wick is too big or too small.

After you pick your confirmatiofine all you need to do is wait for it to be broken. On the trade
above | picked the 150.00 major psychological level as my entry point. It was the obvious choice.

GBRFIPY . O=142.46 H=142.44 [=141 .46 C=141.67

150.00 entry line for this trade.
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By the next candle the line broke abyg the candle after that 60 pips profit was made.

GBRFAIFY . O=142.46 H=142.46 (=141 .46 C=141.67

break of the 150.00

Lﬁl /

150.00

/ fT T* 14500
-i *. %lj' 60 pips profit taken at 149.40 148.00

-

147 .00

I 2nd '“CI 00 Jrd 2000 4th 2000 5th 2000 &th 20100 Fth
With reversals | enter pretty much as soon as the line breaks. | manage the trade on the 15 minute

chart as | do all my trades. How | manage is explained later.

Since my method can be traded on multiple pairs targets vary greatl
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Chapter 5:
Constant Lines
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Constant lines are a part of my method | dse simply refer to as S+R lines. Now | am calling them
constant lines. These lines are called constant linesusecthey have been on the charts for
decades. And even though they move a little from time to tim€k S & QNB LINB GG & Y dzOK

Constant lines are lines at which we expect the price to find a permanent or temporary barrier. This
is based on the price fiting a barrier at this line in the past. These lines act as a dam would in a
surging river. They hold the price from moving further. But when the price breaks through one of
these lines it can come surging through (and we can make pips)

So what exactly ia constant line, and why would the price magically stop at some seemingly
arbitrary horizontal line?

Simply put, constant lines are areas traders expect the price to have trouble getting through. A
constant line only exists because a long time ago theedrappened to bounce away from it

strongly. Because humaase programmedo look for patterns the next time the price approached
that line it was traded as if the price might reverse from the line. This happened over and over until
this line became widglrecognized as a line at which the pair has trouble breaking through.

C2NJ SEFYLX Sa tSiQa ale& Ay wmodyn D.tk! {5 &adNBSa
GBP/USD hits that level it has a massive reversal from it. 5 years later the price re@608satain

and traders see that as a barrier which GBP/USD could not cross last time. So as it reaches that level
they start closing positions thinking they might see a repeat of last time. The fact that so many
traders close positions and/or take shorattes actually turns GBP/USD around. So, again the price

has reached 1.9000 and reversed from the line. The more this happens the stronger the line
becomes. Eventually they become commonly viewed as areas at which the price will have trouble
getting through

The basic idea behind these lines is to watch how price wititnehen the line is reached.

Ideally what I like to see is the price approach the line, break through and then rush past the line. |
usually trade the break of thénke. So | enter when the line is broken and target a certain amount of

pips.

I will also trade bounces from the line. So if the price reaches the line and our candlestick analysis
tells us that it may bounce from the line. Ideally with this kind of sétpnt to see a trend heading

to the constant line. Then a candlestick pattern that indicates a reversal forming on or just before
the constant line
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Placing constant lines is actually much easier than it looks. At the end chyhelld/ou really need
to do is identify areas in which the price has reversed from or had trouble breaking before. The best
GKAY3 A& GKS tAySa INB Ozyaillyid a2z 2y0S @&2dz LI} I C

The main thing to keep in mind when placiiges is to make the lines fit the price not the price fit

the lines. Many newbies try so hard to place lines they end up counting any minor price spike to the
fAYS a Iy IOlGdzrt 02dzyOS® [AySa 2yte g2m] 0SSOI dz
wary of them. So you should only place the obvious lines that really stand out.

{2 £8GQa Gr1S I f221 Id K2 L LXLFOS O2yadlyd Ay

1. My first step when placing S+R lines is always to change my chart to a daily time frame. The daily
chart helps clear up some of the noise and allows me to more easily spot the obvious lines.

2. The next step is to identify recent areas of support and resistance. So you basically take a look at
where the price has bounced from or had trouble breaking the fgtmonths. When you identify
those areas place a line there.
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You will want to see two or more bounces from the same line in the last few months. Ideally you will
want to see a wick bounce from the line. However, a body bounce is acceptable.
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Wick Bounce Body Bounce

3.Thenexr aiGSLI Aa (2 32 o6l 01 UGKNRdAzZZAK &2dzNJ OKF NLia |yl
significance. This means you have to find multiple points at which the line was hit and reversed from
or at least held the price back significantly for a while.

You should see a few bounces every time the price is in that area. | go back about 10 years on my
chart to confirm it is a proper constant level. Do not pick out too many lines, remember we only
need toplaceobvious ones. You also want to have some distdmetween your lines. Having a
constant line everH n LJA LJ&Ip yo@. YW GBPKIPY pretty much all my lines are more than 100
pips apart.

{2 A0Qa NBlIffte y20 GKIFIG KFENR Fd Fftd | 2dz 2dzald y S
support orresistance in the past. The more obvious the line the better ¥ig.just need to practice
pl- OAy3 tAYySad 82¢z20iif 6ASNNBIKEK2HAKR 2F Al ljdzAOlfeod

When placing lines you should be aware of line migration. Lines tend totsigjightly over the
course of several months and years. Lines will move 30 pips up, then 30 pips down, so be ready to
tweak your lines as time passes.

Line migration occurs because occasionally a candle breaks past a line and then reverses, leaving a
smal wick 1030 pips beyond the line. The next time the price reaches that level it bounces away
from the new high formed by that wick. After a few bounces you will find that the price is more likely
to bounce from the new level as opposed to the original B#R All you need to do is move your

line to the new level, and use that new level as the S+R level.

The idea when placing lines is to give more weight to recent bounces.

Ok, ok! Check out tvideoon this pageof me posing lines on my chart. It should help give you a
better idea of how to place lineShe video is titld dNickB Method: Placing Constant Li©ies
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Line breaks are the main type of entryse. This style of trading is commonly calaakout
Tradin2However, this breakout tradg is a little different than most types of breakout trading. The
main difference is that | like tthink when deciding to enter. | do not robotically enter the moment a
line is broken. There are several factors that dictate whether or not | get intada,tand if | get in

to the tradewhen | get in.

CFANI 6 NYAYy3: GKA&A addzZFF Aa y20 a2YSUKAYy3a &2dz ¢ A
some experience with the market before all of this starts coming together. To be honest you can just

awoid all the stuff written below and enter blindly the second one of the constant lines break.

However, you will probably find that you will only win 60% of trades that way. As opposed to

winning 80% as | do. | have said it before and | will say it agaix 5 an evechanging fluid

YIEN]JSGP ¢2 GNIRS Al LINPLISNIe 6S KI@S G2 0SS FfdzAF
the price jumps 1 pip over my line. | see each trade as unique and | judge it based on the factors

below.

Momentum (Price Ation): This is probably the mathing | think about whemletermining whether

or not | will enter a trade. Some people have trouble understanding what momentum is so | will try
to explain it as best | can. As far as | am concerned it is a simple corfzs@vé the people that

have trouble understanding momentum are overcomplicating things.

It all comes back to price action, CA and what | talked about at the start of this book. When a line
break happens you need to ask yourself the questions | mentieadder:

1. Who has control of the pair?
2. Are they controlling it strongly? (in other words are the candles big or small)
3. Is there any sign that they are about to lose control?

This always helps bring yoonind back to the basics. Loakthe picture below. Ifou have a

constant line to the short side and the price has been ranging tightly just a few pips above it for
hours. Then the price drops below the line by 1 pip. Yes the line did break, but, are the bedys clea
in control? NO! The prideas been tigHy ranging abve the line for hours. The fattat it is ranging
indicates indecision. Why would you go short when the market is undecided?

Small1 pip break in undecided market. 1e480
LLITT '
Ijm. 1-u! *hﬁﬂlbnhfl+nﬂ][el+lj‘]i*iwnﬂ] 160,00
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Looking at the picture below. This time imagine the price is ranging tightly 50 pips above our
constant line. Thethe bears take control of the market and push the price down 55 pips breaking
our line.

Bears take control and then break. 164.00

l‘n¢1+h.mn.w+mn4hma?*wl*tm*' o

' 160.00

155.00
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The difference here is the bears took control of the market and they pushed down with momentum.
When a strong, decisive candle with a lonmdmentum crossea linel will enter right away. | do so
because the candle already has momentum and the line break is likely to give it more momentum as
new traders jump in. If | hesitate at all it could move 20 or more pips before | manage to enter.

If, like in the first example the price has very little momentum, and it is slowly crawling its way
up/down when it crosses my line, | will hesitate. | do so simply because | do not have much
confidence in the strength of the move. My hope is that the break of the line wilklgé/pricethe
momentum it requires to begin to move, but | want to see that momentum first. If as soon as it
breaks the linghe bears/bulls take control and the price starts to move quidktpnsider that
momentum and | will enter the trade.

This is why $aid form the start that price action analysis is vitally important to any trading method.

LG ltt2ga e2dz G2 €221 F tAGGES RSSLISNI I YR dzy RSNE
blindly. Judging momentum is not a skill you will pigkinstantly.It takes practice but trust me

when | say it is well worth it.

Line StrengthLine strength is simple to gauge. If the last time the price approached a line the price
got stuck in a range on the line |1 would be very cautious about trading that line agygime soon.
At best, lwould consider the line a veryeak line, but more likely a completely invalid line.

In the picture below, highlighted iplue, you can see a range that is stuck on a line. A range like this
severely weakens the line. There aveotways the line can recover. First, if price moves well away
from the line (200+ pips), and stays away for about a week, | might consider trading the line again.
This is because the line has had time to recover. However, | still consider the line dakgdé has

not displayed that it has regained is strength. | am only assuming it has. | will probably trade the line,
but I will be very cautious in trading it. | might enter with a reduced posarmstop loss or both.
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Amuch better way for a line teegain its strength is for the line to completely reject the price. If you
look at the picture below you see a range stuck on the line (highlightelli@, and a strong

reversal from the line (highlighted green). The bounce from the line immediatatyakes ittradable
again.
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You should look for a strong bounce not a weak onhelfoounceis veryweak, it is not significant. |
want to see a strong move towards the line, a bounce, and a strong move away. There is ho exact
amount of pips | want it tanove. t is a judgment call | make at that time.

Previous BreakdEvery time a line breaks in the same week it gets more and more likely that the
next break of the same line will not make for a successful trade. So after the first break, the chance
that the second will make for a good trade is less likely, and the third break is even less likely. | will
sometimes take the second break of the same line in the same waekertake the third break.

After the first breald expect to see at the very lea8ttandles, and a 100 pip moaavay from the
ine2 I KSNBAAS L 62yQd. GNI RS (KS a502yR oNBI |
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Taking a look at the chart above we have 3 breaks of the same line in the same week.
The first break was a normal S+R line break and | would have entered.

Thesecond break had 6 candleshetween breaks and moved at least 100 pips ways so | would
have taken it.

The third break would not be traded at all.

Snce my method can be traded on any pair targets vamynfpair to pair. EUR/USD is slow moving
whereas GBP/JPY is a volatile pair. You cannot target the same on GBP/JPY as you would on
EUR/USD or vice versa. So targets have their own chapter and will be discussed later on in this book.
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Chapter 6:
Qupport &
ResistanceZones
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S+R zones are areas of around150 pips in which the price tends act erratically and be
dangerous to trade. They usually form when the price move onto a constant line and begins to
range If the piice ranges at the line for a long enough time the constimet becomes useless, and a
zone forms

Think about it as disruption of the S+R line. After the S+R line is disrupted it can take a few weeks,
or even a fewmonths for it to return to normal. Yowill find that when the pricegproaches that

area it will getsucked into a range, or it will bounce away from the area randomly. An S+R zone is
no-Y I y-l@énd,and | rarely, if ever, take a trade at or near one of these zones. | simply wait for the
lineto return toits normal state.

LT @2dzQNB | ySgo0AS Iy {bw 12yS Aa RSTAyA(HSte

LiQa @OSNE &A Y LI (&enisithplet thah filacing/a cdnsiamt line dryyBur chart).

Basically when the price hits a constant limeyour chart and begins to range on that line a S+R
zone can develop. The two biggest clues that a constant line has become an S+R zone are:

1. The price bounces away from random areas within a tight zone. So for examEBP/IPY
if the price approaches eonstant line and bounces away at random lswathin a 100 pip
zone of the constant lines.

2. The price gets sucked into a range within attizime around a constant line.

You will find that after the price ranges on or near an S+R line the line no looigsrthe price back

very well. You will see the price bouncing away randomly near the line and getting caught in ranges
near the line. Kep in mind, S+R zones are raral just because you get some ranging here and

there does not automatically mean ités S+R zone
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As you can see in the picture above, we have the original S+R bheej and in green, the range

that disrupted that line. After that, we see random reversals highlighted in red. If these random

reversals do not average out quicklyZveeks), and pick a single point to bounce fromarkrthe

FNBF a Iy {bw T2ySd ¢KS 1 2y ®bablsactariaticalyigthisi KSNB 2
FNBFX a2 adreée 2dzi 2F GKS YI NEisie ting, ustiaiStyfriingtb f f 8 = { K
the original line, or at least very close to it.
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Chapter 7:
Scalp Lines
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Scalp lines are temporary areas of support and resistance. As | have already explaimestant
line needs to have a lot of &tiory behind it to be useable. A scalp lireed not need this same
history.Scalp lines are formed by a single, sudden, sharp reversal. If a clamdlay reason, moves
to andthen bowunces away from a certain poitttat point becomes a scalmk. Scalgines can be
used totake 4hr chart scalp trades. A good scalp line will have three esspattal if a scalp line
does nothave these three parts | will likely not use it.

Preceding trendThe preceding trend required for a scalp line forinatcan beas short as a single
candle. However, aingle candle would make for a weak scalp lideally you would want to see a
nice strong trend of four or more candles. The bigger and strorgepteceding tred the stronger

the scalp lineln the image®elow, the preceding trend is show in tlggeenbox.

1

]
Tq]m %D

Bounce CandleThe bounce candldoes not have to beraindecisioncandle it igust the lowest
point of the trend. You will find that sometimes itas indecisioncandled dzi Yl y& GAYSa A
bouncecandle can be any size or shape as long as it marks the bottom of the preceding trend.

1
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Reversal trendThe reversal tren@s what makes the scalp line valid. Once the price reverses from
the bounce point a scalp line is formed.

i
QJD *-*D

Scalp lines are even easier to place than S+R lines. Just about every week you are going to see the
price bounce away from random places on the chart. Thisseacaused by anything from news
releases to central bariktervention. All you need to do isedtify these bounces and place a line

there. Then, rext time the price reaches that level and breaks that lineade is entered. There are

two main types of scalp line formations, and a third weaker type of formation.

W+ Q &Kl LISdve m@aagc®r8 B> (KS W+Ql ¥KHAIS ARBSYRRBF 2 Ya 8o
best type of formation as it shows a very sharp and quick bounce.

i

LIS K So MdzNO &K I LISR  amagy6dsde belan2 s dot o dtrpn asl K S

é K I LJIB S8l ntaResfgr Qddd stadiiiines.
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W[ Q aKI LISR Rahiel Buncek an/wedkef lines. To@S | a0kt LI £ AYyS
shapedbounce, it has to have bounced at least two times from the same llipersonally do allow
for a fewpips differerce. Taking GBP/JPY as an example, if the first bounce is from 212.83 and the

secondfrom 212.80 | will still use it.
+¢i¢¢q [

-H *ﬁﬂfﬁ!rf

Scalp lines can be placed almost anywhere you see one of these ayfiormations.

If you get a strong bounce fromamnstantline it does not make theonstantline a scalp. If a scalp
line getsa lot of bouncesdt does not become aonstantline. It just becomes a very strong schfe.
It isimportant to understand that these lines are two different typedinés and should be treatk
assuch.

Another thing to take note of is how often a scalp line should be placed. Personally, | like to see a
minimum of 10 candles between my scalps. For example, if§dbis 1 6 2 W+ Q & Klasl]SR
in the picture below, you do not place a schiffe at both price legels. You place the line at the

2y

0 2 dz

lowest bounce. Of course, you would place it at the highesyb@S A F A (G A & shaps. dzLJA A RS
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The 10 candle rule functions more as a guideline than a strict rule. You can place a scakviang at
minor bounce you see if you want to. If you do that though, gaue to realize that the scalmes
placed on minor bounces are usually much weaker and yadetrisk increases. Good schies
should be placed at the large, prominent bounceseylshould mark the end of a trend. | dot

place them at every single tiny bounce. | know this can sesmyoverwhelming at first, budfter a
few weeks you will be placing scalp lines like a pro. Ifayeltever unsure about placing a scalp line,
simplyask in theForex4noobs forunf the line you want to place is in fact a scalp line.

In conclusion, placing a scalp line is a simple process of identifidag bounces and then marking
them. This is prettynuch all | can do to explain how to place scalpdi The rest is up to you. The

best way to learn how to place lines is by placing them. So get te itsaid above, if you are ever
unsure about a line, ask in the Forex4noobs forum or the chatroom.

Scalp lines are much simpler to enter. However it is still not just acfas#ering instantly on a line
break. You should still take momentum into account in much timesavay you would for a constant
line break. | am not ging to explain momentum again since it is the samapiplication to scalps as
it isto constant lines.

. Se2yR (KAA GKSNB AayQd YdOK ( #takedidaiife practigedzi Sy G ¢
just keep candle momentum in mind.

Once a scalp line is broken it is gone. | only ever use a scalp line once. | do not reuse them as | do
constant lines.

As for how long | keep an unbroken scalp on my chart. If it is justraal scalp lineé would not
keep it on ay longer than 3 weeks. If it is a very straaglp line | may keep it on my chart for up to
6 months.

A strong scip is one that doubles as a monthly high, 8o exampleif | have a scalp line which is
also the highest point the price has reachedhe past 3 months | keep that scalp on my chart for up
to 6 months.
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Chapters:
Targets & Stops
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When people first start trading the Forex markets they are inundated with information from self
proclaimed trading gurus. If you have been around Forex4Noobs for a while you probably know |
believe 90% of these trading gurus are failed traders and 99% ofthdaasayisuseless¢ K S&IQ f f
youwhatever sounds good so they can get into your pockets.

One of the most consistély told lies ighat your stops should always be half of your take profit.
Whenever | hear this | have to laudhis just socompletelyridiculous If you actually think about it
for a moment it makes little sensH.youare planning to lose 50#%en followthosegurus... to
bankriptey ifyouwantL R2y Qi 1 Y 2 certaibigddaiot pia td2oe®b@iof rhy traded
planto win 80% and statistically | do

Look at a pir like GBP/JPY which mo&¥) pips per dayon average. Who in their right mind would
hold a 35 pip stop on this pait’know that routinely on my trades GBP/JPY moves 40 or more pips
against mebefore going in my direction. If | had my stop loss at 35 pips | would lose a lot more of
my trades. In facthad | listened to these trading gurusho say your stop must be half your take
profit, | would probably not be a trader today.

Since my trading method can be used on any pair it is difficult to give exact targets and stops for all.
So | have come up with a simple way of calculating targets and stoak pairs. Please keep in mind
that calculating them in the way | detail below only gives you a general idea of your target and stop.
While it will likely work well you still must test and refirtettargets to make them perfectYou will

see hat even though the stops are always smaller than the takdits they are quitdarge Like |
saidabove, doi®worry about it.| am showing you howo win 80%of tradesnot 50% So your stop
doesr®need to be iny.

.ST2NB @2dz 4l @ AGC2NNdzEf I K hK y2222223 KS A& 3I2AYy:
only need two numbers to calculate your targets and stops. The first thing you need to do is find the
average daily range for the past 200 (or so) days fermthir you want to trade.

Getting the ADR

CKA& A& Slae Sy2dAK G2 R2 gAGK Fye WYSGlF GNI RSNJ
install it. Once you have the indicator on your chart it automatically displays the average daily range

for the par.

You will find the indicator and installation guitiere.

Now that you have the ADR you can easily calculateyduNB SGa ® [ S Mathed I 1S | £ 2
examples below we will use GBP/JPY and EUR/USD as examples. The ADR for those is (at the time of
writing this):

GBP/JPY: 270 (rounded up from 266)
EUR/USD: 160 (rounded up from 157)
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Cmstant lines have the smallest target of all. To calculate your basic constant line target the formula
is:

ADR / 4 = Target
So for GBP/JPY and EUR/USD

GBP/JPY 270/4 =67.5 (round it up to 70)
EUR/USD 160/4 =40

So our target for GBP/JPY ispifis and our target for EUR/USD is 40 pips. To figure out the stop loss
you divide by 5 instead. So:

GBP/JPY 270/5 =54 (round it up to 55)
EUR/USD 160/5 = 32 (round down to 30)

So our stop for GBP/JPY is 55 pips and our stop for EUR/BEpifs. That was pretty easy right?
So now you know that when trading constant lines your targets and stops should be

GBP/JPY s Stop 50 pips
EUR/USD s Stop 30 pips

To calculate your basic spdine target the formula is:
ADR / 3 = Target
Using the same examples as above:

GBP/JPY270/3 =90
EUR/USD 160/ 3 = 53.3 (round up to 55)

So our target for GBP/JPY is 90 pips and our target for EUR/USD is 55 pips. To figure out the stop loss
you divde by 4 instead. So:

GBP/IPX270 /4 =67.5 (round it up to 70)
EUR/USD160/4 =40

GBP/JPY! - Stop70 pips
EUR/USD - Stop40 pips

Reversal trade targets and stops are fluid. The baggetand stop however is the same as the
constant line target and stop.

Reversal trades work best when you can sit and watch thieyoul can sit and watch you are best
off managing the trade using price action on themute chart (I explain this in #gnnext chapter).

If you cannot sit and watch the trade just use the constant line target and stop.

SDME RIGHTS RESERVED


http://creativecommons.org/licenses/by-nc-sa/3.0/

It is extremely important that you understand that this formula gives you a basic starting point. It is
very important that throgh testing you refine your targets and stopsr example above the
formula gave use the target and stop for GBP/JPY scalp lines as:

GBP/JPY! - Stop 70 pips

Through testing Metalhawk (one of the cool Forex4Noobs bloggers) has discoverduetbatt
target and stop for GBP/JR¥alp liness.

GBP/JPY1 - Stop70 pips

Over the course of 70 trades changing the target from 90 pips to 80 pips resulted in an overall gain
of an extra 690 pips. This is why it is very important that you refine tasgets. To this end on my

blog | have put up a page to keep traclcofrent targetson the main pairs | trade. GBP/JPY,

EUR/JPY and GBP/USD. | will add more pairs as information is gathered so bookmark the page and
check back regularly.
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Chapter 9:
Monitoring Trades
on The 15 Min Chart
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So far we have discussed analyzing charts, spotting trades, entering trades and setting targets. Now
GKFG @2dz2QNB Ay (GKS GNI} RS @&2dz Oy R2 2yS 2F (62 I

Option 1: Set u@ target and stop order to automatically close you out have done it for years
and it works fine for me. This option allows you to jump in a trade and then go and do something
else. So you do not have to be there for the duration of the trades lifeitmidmg.

¢tKS R2gyaAiARS (2 (GKAA 2LXiA2y Aa AG IA@Sa &2dz t Al
AT GKS GNIRS 32Sa o0FR @2dz gAfft tA1Ste& KIFGS &2dzNJ
LINEOLFOofe& ¢g2yQi oSabmde@psii2 € SG Ad Nizy yR 3N

Option 2: Drop down to the 15 minute chart to monitor your tradeThis allows you to have more
control over the trade. If you see signs that the trade may not work out you can close out early. If
you see signs that the trade is very stromgiyzan keep it open and grab more pips.

However, you will find that sometimes a trade looks bad on the 15 min chart to start with but ends
up being profitable. So you may close out witB pips and miss out on a cool 70 pip trade.

As with anything infé each options hags R@ I y il 3Sa +FyR RA&lI Ryl 3Sao
2LI0A2ya | fAOGGES Y2NB a2 eé2dz 'y RSOARS ¢KIGQa o

As | said abové have been doing this for years and it works perfectlynier There are definitely
some drawbacks but trading cannot be perfect so the drawbacks are something you have to put up
with.

CKAA 2LIA2Y 62NJa oSttt F2NI LIS2LIX S 46K2 GNIRS FNRBY
spend two hours monitoring 2 dzZNJ G N* RS G KSy aSdéddAy3a +y Fdziz Gl NH
take a look at a few different ways to do this.

Hard Target and Stop
Using GBP/JPY as an example again lets imagine we are in a trending market. What you would do

hereis set your broketo automatically close you out at your 80 pip target and 70 pip stop.
Whichever one is hit first closes your trade. This is easy to do and it works very well.

Scaled Target and Set Stop
Again, using GBP/JPY as an example. You would set up a stop ondgswibroker to close you out

at -70 pips. Your target order would be set up differently though. There a many different variations
but the simplest would be.

1. Set the first half of your open position to close out at 70 pips.
2. Set the second half to closeibat 100 pips.

This will allow you to catch more pips. However it might also hit your first target and then reverse
and hit your stop leaving you with a break even trade.
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You can experiment with scaled targets and find out what works best for you. Réysbjust use a
KFNR a2 L NIFYGKSNIyn LALA GKIFEY n LALAZEZ (2 YS Y
risk of having it drop back down to O pips.

Conclusion

If you want less stress and more simplicity setting up a target and a stopliesheption. Also if
82dzQNB | ySgoAS @2dz LINRPolofe INBX o0Said 2FF dzaiy3
be intimidating and require a bit of practice.

| am going to say this right from the stad there can be no confusion. Do not jump right in to
Y2YAG2NRAY3 GNIXRSa 2y GKS mMp YAY OKINI® 9aLISOAL
refinement and practice.

Should | Monitor on the 15 min?
Dropping down to the 15 min chart allows ytmvery clearly see the current price of the pair you

are trading. This can be both a good thing and a bad thing. And whether it is a good or bad is
dependent on a few factors:

Your skill level asatradegr! NE &2dz | yS60AS gK2 BMdingdfprick| @S |
action and candlestick analysis? Well then you might find it hard to know when to exit or when to
stay in on a 15 min chart.

Your personalityg Are you a trigger happy nervous trader? Well then you might have some issues
with closing otitoo early if you monitor on the 15 min chart.

¢ KS LJ A NJ &@SormeNBhe indié drrdtiy’fairs can be hard to monitor on the 15 min chart.
Simply because they are hard to read and you may find yourself closing out all your trades early.

Monitoriy 3 2y (GKS wmMp YAY OKIF NI az2dzyRa 3INBFG odzi AlGQa
you jump right in you may find yourself closing out just about every trade early.

Pros and Cons
Monitoring trades on the 15 min chart allows you to see@mction very clearly. This can be a

YFE22N) 0SYySTAG 6KSy @2dzONB Ay | ANBIFG GNFRS GKIFGC
and the price action tells you that the bears are in control, you can stay in beyond your original
target. So ingad of making 80 pips you can make 100 pips or 150 pips.

CON- Sometimes if your trade breaks a line it may not take off right away. It may take 30 minutes,

an hour or even more before it starts moving into positive territory. If you are trading with a set

GFNBSGO FyR adt2Lla o02LJXiA2y ™m0 { Kldoking at2his Kind ofrdicél & S NJ G 2
action on the 15 min chart tempts you to exit.

It is a definite possibility that you may close out trades destined to be winners too early because
they® y Qi 221 3I22R 2y (GKS mMp YAYy -Bxipsaaditden ageité 2 dz Y
hit what would have been your 80 pips target an hour later.
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Conclusion
Monitoring a trade on the 15 min chart is great for intermediptefessional traders wiare calm

and collected. | am not sayiny§gS ¢ 6 $h&uld &teer clear of it completely. The main issue is it adds
an element of stress to your trading. Traders with some experience tend to be able to deal with that
stress whereay S ¢ 0 @IS @i @

DoifyalzQNBE | yS606AS FYR glyld G2 Y2yAUG2NI 2y GKS wmp
it full throttle. Mess around with 15 min charts a little and get use to monitoring live positions on the
15 min chart.

Keep in mind one of the tricks to tradingiésplay to your strengths.

The Basic Concept
You will probably be pleasantly surprised at how simple this is. | have already discussed price action

and candlestick analysis. This is all you need to monitor trades atbth@n chart. Remember what
indecision candles suggest:

1. A close struggle between the bulls and the bears.
2. A possible reversal.

L¥ @2dz 2dzaG 2dzYLJSR Ayi{i2 | D.tkWt, aK2NI AYRSOAaA
your short you want the beait® be in complete control and push GBP/JPY down. So if the candles
a0l NIl adza3SadAay3a G2 e2dz GKIFG GKS odzZ fa FNB FAIK

How to Monitor and Exit Trades On The 15 min Chart
What you need to do is use what you knatwout indecision candles and reversal trades and apply it

to the 15 min chart. Instead of looking for indecision candles as opportunities to enter a trade you
look for them as warning signs to close the trade.

[ SiQa 221 Fd F TS 64nSEBP/IPYI cBadt. ®n it iSdre2nsyouicandeedn8 S |

148.40 scalp line that formed on th& 6f November 2009. The point at which the line formed is
circled in green and the failed break is circled in red:
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This is obviously a failed trade. Trading itmaly this failed trade would cost you abo@0 pips (It
sucks but bad trades happen). | took this trade personally and but | closed out with addupibs. |
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Looking at the 15 min chart above we can clearly see a bunch of indecision candles. As soon as the
line broke we see a reversal followed by

A indecision candle with a bearish body.

A indecision candle with a bullish body.

A decent bearish candle that would give dz&d &2YS K2 LJS odzi AG adGAff
A big bullish reversal that very clear told me the bulls had more power than the bears.

oD

So | used what | know about price action and indecision candles to identify the bears had control
then close out a battade early. It really is straight forward simple stuff just like everything in my
method.

[ SG§Qa OKSOl 2dzi 2yS Y2NB SEIYLXSD 1 26SOSNE & @2
aK2g @2dz GKS 322R L aK2g &2 dzwhdo&ondorirgonitieasp {2 S
min chart messed up what would have been a profitable trade. The point at which the line formed is

circled in green and the break is circled in blue:

GBPJIPY i O=144.58 H=144.55 L=142.83 C=144.68

+4’+”thnm#**#ﬂ*ﬂ*m‘

J,“ ﬂ#'l 850
L 'Tmﬂ‘

by |-

line break

As you see in this picture we had a nice scalp line formation. Eventualgdheline broke but
before it broke it reversed around about 43 pips. | closed out withaboyt LJA LJA D [ SGQa 22
min chat to see why.
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It is pretty obvious why | closed this one out. As soon as it broke we got:

1. A strong indecision candle withlong lower wick

2. A strong bullish candle that reversed breaking the high of the indecision candle and not
making a new low.

3. Two more bullish candles indicating the bulls had taken over control.

Well the bulls definitely did take control. The problemtigy did not keep control long enough to hit
what would have been my stop loss. So | effectively closed out a tradEsfips that would have
made me +70 pips.

Now my statistics show that monitoring on the 15 min chart save me more times than it herts m
¢CKA& YStya ¢6KSy L FY FotS G2 L @Attt 1SSLI Y2YyA(2N
all good, there is défitely a negative side to it.

Keys to Monitoring Trades On The 15 Min Chart

4 @2dz 4SS UKSNB NI fkd véhat fiod gainéd exrizCakoutisfottiligl @ | 2 dz 2 d
possible reversal trades and apply it in a different way. So when you monitor your trade be on the

lookout for:

1. Indecision candles
2. {A3dya OKIG (KS odzZ ft akoSI NBR | NB éjélcbwbr%yW\yEI ADS
3. .A3 OFyRfSa GKIG Y20S Ay GKS 2LIRaAAGS RANBOU
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It all ties in with the rest of my method. All you are doing is using price action analysis to identify if
the bulls or bears are in control. If your shand the bears are in control GREAT stay in if instead
you see the bulls take control you might consider closing the trade.

Be Warned
| started with a warning so | will end this with a warning. Do not jump into monitoring trades on the

15 min chart withait practicing first. It is not as easy as it looks andsaa whole new dimension to
trading the NickB method.
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ChapterlO:
Know When to Stay Out
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A good trademnot only knowswhen to enter the market they also know whengtay out. One othe

biggest problems for newbé is not knowing when to stay out of the market. They &eshpelled to

be in a trade every single day. | know this because | have been there and | desdéiia | speak to

every day. They jump in a trado quell that compulsion, they lose, and theurprisinglythey are

shocked that they lost. Trading Forex is abmatkingprofit not about taking asnany trades as

possible. Some days, some weeks even are just not good times to trade asdordd not ke in the

YENL SO {2 £SiQa 32 GKNRdAdAK az2maket2 T GKS (GAYSa @32

Economic Releasetkstay out during certain economic releases. Generally speaking it idumithg

highly volatile ones for the pair | am trading and USD rele&®e#.| am trading GBP/JPWill steer

clear of trading during major GBP releases, major JPY releases, and major USD @etheecdhr

charts mosteconomic releasgare not very significant. Howevemajor news releases havke

ability to move the méket fifty, one hundred, or evea few hundred pips. So whemajor news

releases aredue to be releasetlusually jump out of or do not enter trades. You can see news

releases for th&eoming weeks herenftp://www.forexfactory.com/calendar.phjp The one$steer

clear of are theed USD reports and the RED reports for the pair | am trading. So for GBP/JPY any red
GBP or JP¥éports.

Important SpeechesWhat happens when there is an important speech is traders around the world

flick on Bloomberg and listentamntly. As soon as thgpeech giver gives their thoughts on the

economy (even accidently) traders start taking shortbbogs and the market goes crazy. If what

GKSe KSINJAA F22R GKSe@ 0 afterthayheahsontethingigboltey hef@rS & & St €
something bad and the currency flies up and tipgeimmets all in the space of a few min. To be

honest | am making it sound a little crazier than itviery few speeches are actually like this. The

speech givers are usually pretty careful abohiatthey say but if they do slip up and say something

prices can fly in all directions.

For me it is just a whole lot safer to stay out during important speeches. But what are important

speeches? Well | only really care about speeches from central baRIS@E @ | YSNA OF Qa OSy
leader Ben Bernanke is a dangerous man, a few wrong words out of his mouth can have a major

impact on the USD and many other currencies along with it. The BréisinaCBank Governor

Mervyn King cado the same especially withe GBP. | also watch out for Jdari | dzZRS ¢ NA OK S { Q;
ramblings as thegan affect the Euro and other currencies along with it. So in stww&n one of

these three men arep on the podium | do not enter any tradéi see what speeches are coming

up | ue the ForexFactory calendar found hehgt://www.forexfactory.com/calendar.php

Range Bound PeriodSometimes a currency pair will fall into a tightly ranging period. A tightly
ranging period is wén the currency pair moves far below itsRRnd seems to be stuck between
two points. Earlier | gave you the ADR of GBP/JPY0gsS5, in the image below we see GBP/JPY
bouncing betweenwo lines about 120 pips apart.
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At times like this | tend to ay out of the market. When the currenair picks up again and starts
trading atits ADR | will get back into the market. Sometimes | magrdout if | do my targets will
certainly be much lower.
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Chapterll.:
NickB Method Video Course
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"How to Make
Hundreds of Pips

Every Week

Trading an Easy,
Proven and Stress

Free Forex
Method"

"l GuaranteeThis Method Will Transform You Into a Trading

Machine orl will Give You Your Money Batk

With the NickB Method You Will:

A
A
A
A

Discover how to make consistent profit and achieneé38% win rate!
Make heaps of pips trading only a few hours peek!

Discover advanced trading techniques!

Discover how to trade using a stress free method using no indicators!

D! L59 (2

idKS

There are over 1,000 traders currently trading the NickB method. So find out why everybody
loves ths revolutionary trading method.

L earn More
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