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SOME RIGHTS RESERVED. This work is licensed under the Creative Commons Attribution-

Noncommercial-Share Alike 3.0 Unported License. To view a copy of this license, visit 

http://creativecommons.org/licenses/by-nc-sa/3.0/ or send a letter to Creative Commons, 

171 Second Street, Suite 300, San Francisco, California, 94105, USA. 

Share 
Feel free to republish excerpts from this e-Book as long as you link back to: 

http://www.forex4noobs.com/ 

!ƴŘ ƛǘΩǎ ŀƭǎƻ ƻƪŀȅ ǘƻ ǎƘŀǊŜ this e-Book in its entirety with anyone you think might be interested. 

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 order to invest 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 e-Book is not currently for sale nor will/has it ever been for sale. This e-Book is completely free, 

if anybody has sold this book to you please email me at nick@forex4noobs.com.  
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About Me

How I Got Into Forex
At age 16, L ƧƻƛƴŜŘ ŀ ŎƻƳǇŜǘƛǘƛƻƴ ǘƘŀǘ Ƴȅ ŜŎƻƴƻƳƛŎǎ Ŏƭŀǎǎ ǿŀǎ ƘŀǾƛƴƎΦ Lǘ ǿŀǎ ŎŀƭƭŜŘ ΨǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ 

ƎŀƳŜΩΦ  ¢ƘŜ ƻōƧŜŎǘ ƻŦ ǘƘŜ ƎŀƳŜ ǿŀǎ ōŀǎƛŎŀƭƭȅ ǘƻ ǎŜŜ Ƙƻǿ ƳǳŎƘ Ƴƻƴey we could make from a starting 

capital of $50,000 (obviously a demo account). We were given the $50,000 demo account and told 

to trade. The grand prize was, as far as I can remember, $2,000 and I wanted to win. I wanted that 

money. It was more than just a monetary goal to me though. I thought if I could win then I would 

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

I hit the books and began studying the stock market; what it was, how it worked and everything. By 

the day before the competition begun I knew a lot about the stock market. However, L ŘƛŘƴΩǘ ƪƴƻǿ 

how to actually trade. A lot of what I read talked about patience. So when the competition begun 

everybody involved had taken a trade within the first hour, not me though. I bided my time, waited 

until the next day to pick up a copy of the financial newspaper. I scanned it for any information and I 

found it. I started taking trade after trade almost all of them winners. I shot out ahead of everybody 

in my economics class. By the end of the competition I had close to $90,000 hypothetical dollars. 

I sat at the school assembly listening to the mindless supposedly confidence boosting speeches our 

teachers gave. I was interested in only one ǘƘƛƴƎ ǘƘŀǘ ŘŀȅΣ ΨŘƛŘ L ǿƛƴ ǘƘŜ competition?Ω Finally my 

torture was put to an end. My economics teacher who was a staunch, semi bald man walked up to 

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

the disappointment in his voice. See my teacher hated me. I always challenged his teachings in 

economics never agreeing with any of the textbook generic stuff he taught. I could tell it took away a 

large piece of his self esteem to utter out my name as winner of the stock market game. I was 

ecstatic. I was 16 years old and $2,000 was a fortune to me. I was also ecstatic because I won and I 

finally found a job I wanted to do. 

I traded stocks for a few years and did very well. I got sucked into Forex the same way most of you 

probably did. One day I was browsing the internet and saw an advertisement for a free demo 

account. I tried out the demo and loved it. From then on I was hooked.

Connect With Me 

¶ Twitter 

¶ FaceBook 

¶ LinkedIn 

¶ Blog 
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About Forex4Noobs

How Forex4Noobs Started
Trading can be a pretty boring job. The long periods of waiting in-between trades leaves you with 

hours of free time. I used to fill most of my time up with computer games and watching TV.  

Then at some point, I realized that I was watching TV or playing games for 12 hours (minimum)  per 

day. With the exception of the odd work out break and trades, I was squandering all my time. I mean 

мн ƘƻǳǊǎ ŀ Řŀȅ ǿŀǎǘŜŘΣ ƛǘΩǎ ŎǊŀȊȅΗ If I do that day in day out for the rest of my life that equals 50% of 

my life squandered away without having done anything constructive!  

Well those stats scared me so I started looking for things to do. I did not want to look back on my life 

ŀƴŘ ǘƘƛƴƪ άL ƘŀŘ ŦǳƴΣ L Ǉƭŀȅed ǾƛŘŜƻ ƎŀƳŜǎέ ǘƘŀǘ ǿƻǳƭŘ ƴƻǘ ōŜ ŀ ƭƛŦŜ ǿƻǊǘƘ ƭƛǾƛƴƎΦ  

I was always a bit of a nerd in school and I always I had an interest in coding websites. 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 short, a few months of dabbling around with coding and site design I came up 

with Forex4Noobs.com. It was ugly, not very user-friendly and slow loading but people loved the 

content. Over the past 2 years as my coding skills improved so has the site (immensely).  

I released the first NickB Method e-Book back in 2007 and it got popular very fast. It made 

Forex4Noobs a huge site visited by thousands of traders daily. In 2008 I released the second version. 

Now in 2009 I am releasing the third version. It has been well over a year and a half since the last 

version of the NickB method e-Book so hopefully this lives up to the anticipation. 

Check Out Forex4Noobs
If you like the method in this e-Book then you have to check out Forex4Noobs. It would take me a 

very long time to list all the sites features so I will just give you a quick overview instead: 

 Forex Education: Education is vital to your success as a trader.  Forex4Noobs has a cool, funny and 

free education section. 

Forex Plus Section: Tools, Systems, Free webinars, live trade videos and much more! The Forex Plus 

section is where all the coolest stuff goes.  

Forex Chatroom: Easily 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 Videos: Watch recorded trading videos of me entering trades and making 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. 

¢ƘŀǘΩǎ Ƨǳǎǘ ŀ ǘŀǎǘŜΦ ¢ƘŜǊŜ ƛs heaps more to discover on Forex4Noobs so check it out. 
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About The NickB Method

In the world of Forex trading most traders are continuously searching for the holy grail of systems 

that will make them a millionaire in a week. Like the search for the Fountain of Youth that system 

has never been found. Here is a 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 reading this e-Book looking for a system to make you an instant 

ƳƛƭƭƛƻƴŀƛǊŜ ǘƘŜƴ Ƙƛǘ ǘƘŀǘ ƭƛǘǘƭŜ ǊŜŘ Ψ·Ω ǊƛƎƘǘ ƴƻǿΦ LŦ ȅƻǳ ŀǊŜ ǊŜŀŘƛƴƎ this eBook looking for a method of 

trading that will make you a successful, consistently profitable trader then keep reading. Trading is 

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

 My method is not a system, I do not use any indicators, and there are hardly any set-in-stone rules. 

My method is based on candle patterns and support and resistance lines. These are not to be 

confused with pivot points or Fibonacci lines. The best thing about my trading method is you are not 

tied down to one specific style. You can implement certain aspects of it, and add others, to tailor 

make your own trading style. 

I know that not using indicators sounds crazy, but I have been doing it for 4 years and I am still 

around. It is up to you to make the choice. Are you going to embark on the futile search for the Holy 

Grail trading system? Or are you going to learn how to really trade?

Keeping it Simple
The foundation of my method is to keep things simple. I 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 time and add stress. That is why I try to keep my trading as simple 

as possible. Over complicating something that works very well is counterproductive. All I need are a 

few lines on my chart and I can make 100+ pips per week with ease.  

Some methods you see are just 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 find out that 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 bad thing. 

Adaptability
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 works amazingly well 

some months during the year, and fails miserably other months. 

 I do not have a system. I 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 adapts to changing 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 way you traded last week to suit the market this week. 

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

!ƴȅǿŀȅΣ ǿƘŀǘ L ŀƳ ƎŜǘǘƛƴƎ ŀǘ ƛǎ ǘƘŀǘ L Řƻ ƴƻǘ ƘŀǾŜ ŀ ǎȅǎǘŜƳΦ L Ŏŀƴϥǘ ǎƛƳǇƭȅ ǎŀȅΣ ά¸ƻǳ Ǉǳǘ ƭƛƴŜǎ ƘŜǊŜ 

ŀƴŘ ŜƴǘŜǊ ƻƴ ŎǊƻǎǎŜǎέΣ ƻǊΣ ά¸ƻǳ ǘŀǊƎŜǘ млл ǇƛǇǎ ŜǾŜǊȅ ǘƛƳŜΦέ  

 I do not have a system that can be summed up in a 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. Like I said, systems 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, enter-when-this-crosses-that system. The reason they expect that is 

because that is usually what is offered. This is not what I am offering you. I 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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The Basics

What You Need
Pairs: You can use any pair you want but my main three are GBP/JPY, EUR/JPY and GBP/USD. The 

method is tested mainly on these three pairs. So before you trade another pair you need to do some 

testing.  

Time frame: 4 hour charts for all of your analysis. The 15 min chart can be used to manage open 

trades (if you want to). 

Indicators: bƻƴŜΗ ¢ƘŀǘΩǎ ǘƘŜ ōŜǎǘ ǘƘƛƴƎ ŀōƻǳǘ ǘƘƛǎ ƳŜǘƘƻŘΦΦΦ ƴƻ ƛƴŘƛŎŀǘƻǊǎΗ

What broker Do You use?
This is one of the most common questions I am asked. I use and highly recommend GFT Forex. They 

are by far my favourite broker and as far as I am concerned nobody else comes close. All the chart 

screenshots in this e-Book are from Dealbook360 which is GFTΩs trading platform. 

If you want to sign-up for a demo with GFT please click here. When you visit that link you can put 

your details on the form to the right to get a demo account. Oh, and in case youΩre wondering that 

link is not an affiliate link but it is a tracking link. The link allows GFT to track how many visitors it 

gets from Forex4Noobs.  

Types of Analysis
As I said above I do not use any indicators. The problem with indicators is they lag. So I use price 

action analysis instead. Price action ŘƻŜǎƴΩǘ ƭŀƎ because price action is just the current movement of 

price. So I trade primarily by analyzing the current movement of price. To analyze this I use three 

main types of analysis: 

1. Candlestick analysis (Reading price action) 

2. Support and resistance lines 

3. Trend lines 

[ŜǘΩs take a bit of a close look at these forms of analysis. 

Candlestick Analysis 
This is definitely the most important part of my trading method. Using candlesticks to read live price 

action is amazingly beneficial. It is a skill that would benefit any trader using any method. Basically 

what I do is us candlestick patterns, formations and recent price movements to: 

1. Decide if and when to enter a trade. 

2. Decide when to exit a trade early or when to stay in a trade. 

3. Maximize profits and minimize losses. 

4. Spot bad set ups before entering. 

Unfortunately, candlestick analysis is something that I cannot fully teach in this e-Book. It would take 

me hundreds of pages or hours of video to cover it all. However, I can 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! 

http://creativecommons.org/licenses/by-nc-sa/3.0/
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Support and Resistance Lines 
Support and resistance lines (S+R lines) are used as triggers for my trades. They are basically areas in 

which the price has historically had trouble breaking through. I want to make a few things clear 

about S+R lines before we go any further. 

¢ƘŜȅΩǊŜ ƴƻǘ ǘƘŜ ǎŀƳŜ ŀǎ tƛǾƻǘ Ǉƻƛƴǘǎ ƻǊ CƛōƻƴŀŎŎƛ ƭƛƴŜǎΦ ¢ƘŜȅΩǊŜ ŎƻƳǇƭŜǘŜƭȅ ŘƛŦŦŜǊŜƴǘ ŀƴŘ are placed 

on a chart manually. 

There is no magical S+R line placing indicator for 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 this e-Book. 

 

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

In Forex you hear a whole lot of talk about candle patterns. Traders are usually told candles such as 

doji's, hammers and shooting stars indicate a pending reversal. Even though this sort of thinking can 

be profitable it is a very narrow viewed approach to candlesticks in trading. Candlesticks are much 

more than just patterns. They allow us to very accurately read price action and tell us things such as 

how to: 

¶ Spot reversals in a trend and profit from the reversal. 

¶ Spot continuations and know when to stay in a trade.  

¶ Spot signs that a trade may not be going your way and close it. 

The important thing to understand is that candlestick analysis is not just about pattern recognition. 

So forget what you know about candle patterns these are not candle patterns. This is candlestick 

analysis.  

The Basics of Candlestick Analysis

²ƘŀǘΩǎ /ŀƴŘƭŜǎǘƛŎƪ !ƴŀƭȅǎƛǎΚ
The overriding goal of candlestick analysis (from here on out referred to as CA) is to allow you to 

figure out who is in control of the market. 

1. Once you figure out who has control of the market it allows you to: 

2. Place trades with more confidence. 

3. Monitor open trades and close them out early or leave them open beyond your targets. 

4. Pull more pips out of the market. 

5. Trade reversal trades. 

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 method, you use candles mainly 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 control is reaƭƭȅ ǎǘǊŀƛƎƘǘ ŦƻǊǿŀǊŘ ōǳǘ ƭŜǘΩǎ look at how to do it anyway. 

The Basics
I am going to start with the bare basics. This is stuff you probably already know but read through it 

anyway because it all ties in with the more advanced stuff. 

 

{ƻ ǿƘŀǘΩǎ ǘƘƛǎ ǘƘƛƴƎΚ LǘΩǎ ŀ ōǊŀƴŘ ƴŜǿ ōŀōȅ ŎŀƴŘƭŜΣ ƛǘ ǿŀǎ ōƻǊƴ ǘǿƻ ǎŜŎƻƴŘǎ ŀƎƻ ǿƘŜƴ the previous 

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 close neutral as a doji). However, which way the candle closes gives us a clear 

indication of who currently controls the market. 

http://creativecommons.org/licenses/by-nc-sa/3.0/
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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 the bears 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 price down and closes 

lower than open it indicates that the bears are in control. So for that particular period in which the 

candle is open, depending on how it closes, we know who has control of the market. 

Taking it one step further, when we see a whole series of bearish candles we know that the bears 

are in complete control of the market. We call it a bearish trend and we know, for the last however 

many candles, the bears have been in control and pushed the market down. 

 

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

ƭƻƻƪ ŀǘ ǘƘŜƳ ƛƴ ǘŜǊƳǎ ƻŦ ǘƘŜ ǎǘǊǳƎƎƭŜ ōŜǘǿŜŜƴ ǘƘŜ ōǳƭƭǎ ŀƴŘ ǘƘŜ ōŜŀǊǎΦ ¸ƻǳ ǎƘƻǳƭŘƴΩǘ Ƨǳǎǘ ƭƻƻƪ ŀǘ 

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 for an indication that the bears are losing control and jump in 

for a bullish reversal trade.

Who Has Control
Figuring out whether the bulls or the bears are in control of the market is easy. It is what all price 

action analysis is built 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. 

²ƘŜƴ ȅƻǳΩǊŜ ǘǊŀŘƛƴƎ ǘƘŜ bƛŎƪ. ƳŜǘƘƻŘ ƻǊ ŀƴȅ ƳŜǘƘƻŘ ȅƻǳ ǎƘƻǳƭŘ ŀƭǿŀȅǎ ŎƻƳŜ ōŀŎƪ ǘƻ ǘƘƛǎ ƛƴ ȅƻǳǊ 

head: 

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? 

Having that information clearly laid out in your head helps you make a whole range of decisions. For 

example, imagine you are in a short trade. At one point in the trade you ask yourself those three 

questions and the answers are: 

1. Who has control of the pair? The bears have control. 

2. Are they controlling it strongly? bƻ ǘƘŜȅ ŀǊŜƴΩǘ ǘƘŜ ŎŀƴŘƭŜǎ ǎŜŜƳ small and weak.  

http://creativecommons.org/licenses/by-nc-sa/3.0/
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3. Is there any sign that they are about to lose control? There is an indecision (reversal) candle 

forming. 

Well ƛŦ ǘƘƻǎŜ ŀǊŜ ȅƻǳǊ ŀƴǎǿŜǊǎ ǘƘŜƴ ƛǘΩǎ ǇǊƻōŀōƭȅ ǘƛƳŜ ȅƻǳ ŎƻƴǎƛŘŜǊ ŜȄƛǘƛƴƎ ȅƻǳǊ ǘǊŀŘŜΦ LŦ ǘƘŜ ōŜŀǊǎ 

are moving weakly and a reversal candle is forming your short may not survive much longer.  

In the next few pages, I will go over some of the more advanced price action analysis techniques. 

!ƭǿŀȅǎ ǊŜƳŜƳōŜǊ ǘƘƻǳƎƘΣ ǿƘŜƴ ƛƴ Řƻǳōǘ ȅƻǳ ǎƘƻǳƭŘ ŀƭǿŀȅǎ ŎƻƳŜ ōŀŎƪ ǘƻ ŀǎƪƛƴƎ ȅƻǳǊǎŜƭŦ ΨǿƘƻ ƛǎ ƛƴ 

conǘǊƻƭ ƻŦ ǘƘŜ ƳŀǊƪŜǘΩΚ

What is an Indecision Candle?
!ƴ ƛƴŘŜŎƛǎƛƻƴ ŎŀƴŘƭŜ ƛǎ ŀƴȅ ŎŀƴŘƭŜ ǘƘŀǘ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ǘƘŜ ǇŀƛǊ ȅƻǳΩǊŜ ǘǊŀŘƛƴƎ ƛǎ ǳƴŘŜŎƛŘŜŘΦ hƴ ǘƘŜ 

previous page I explained what a trend was. Obviously when a pair is trending strongly it has decided 

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

ǿŜ ƪƴƻǿ ǘƘŀǘ ǘƘŜ ǇŀƛǊ ƛǎ ƴƻǘ ǘǊŜƴŘƛƴƎ ŀƴȅƳƻǊŜΦ  [ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ ŀ ŦŜǿ ŜȄŀƳǇƭŜǎ ƻŦ ǘƘŀǘ ǘȅǇŜ ƻŦ 

candle. 

 
There are literally thousands of different types of indecision 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 

ǊŜŀŘ ǘƘŜƳ ŀƭƭΦ {ƻ ƭŜǘΩǎ ƭƻƻƪ ŀǘ ŀ ŦŜǿ ŜȄŀƳǇƭŜǎ. 
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In the picture above, you can see a strong bearish trend followed by an indecision candle and then a 

ǊŜǾŜǊǎŀƭΦ ¢ƘŜ ƛƴŘŜŎƛǎƛƻƴ ŎŀƴŘƭŜ ƛǎ ƻōǾƛƻǳǎƭȅ ǘƘŜ ƻƴŜ ǘƘŀǘ Ƙŀǎ ōŜŜƴ ƳŀƎƴƛŦƛŜŘΦ [ŜǘΩǎ ƭƻƻƪ ŀǘ ǿƘȅ ǘƘƛǎ 

candle indicates indecision. 

The green highlighted wick ς If you look at the long lower wick it tells 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 clearly that to start off with the bears had more power. However, by the time the 

ŎŀƴŘƭŜ ŎƭƻǎŜŘ ǘƘŜ ōǳƭƭǎ ƘŀŘ ǇƻǿŜǊΦ {ƻ ƛǘΩǎ ƘƛƎƘƭȅ ƭƛƪŜƭȅ ǘƘŀǘ ǘƘŜ ǇƻǿŜǊ ǘƘŜ ōǳƭƭǎ ƘŀǾŜ ǿƛƭƭ ŎŀǊǊȅ ƻƴ ƛƴ 

the next candle.  

The blue highlighted body ς The fact that the body is bullish just 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 

would still be an ƛƴŘŜŎƛǎƛƻƴ ŎŀƴŘƭŜΦ IƻǿŜǾŜǊΣ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ƛǘΩǎ ōǳƭƭƛǎƘ ƎƛǾŜǎ ǳǎ ƳƻǊŜ ŀǎǎǳǊŀƴŎŜΦ 

As you can see, ǘƘƛǎ ƛǎ Ƴƻǎǘƭȅ Ƨǳǎǘ ƭƻƎƛŎŀƭ ǘƘƛƴƪƛƴƎΦ ¸ƻǳ ƭƻƻƪ ŀǘ ǘƘŜ ŎŀƴŘƭŜ ŀƴŘ ȅƻǳ ƛƴǘŜǊǇǊŜǘ ǿƘŀǘ ƛǘΩǎ 

telling you. This goes far beyond the normal type of candle patterns 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 informed decisions. 

[ŜǘΩǎ ǘŀƪŜǎ ŀ ƭƻƻƪ ŀǘ ƻƴŜ ƳƻǊŜ ŜȄŀƳǇƭŜΦ 
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Again in the picture above, you can see a strong bearish trend followed by an indecision candle and 

ǘƘŜƴ ŀ ǊŜǾŜǊǎŀƭΦ [ŜǘΩǎ ƭƻƻƪ ŀǘ ǿƘȅ ǘƘƛǎ ŎŀƴŘƭŜ ƛƴŘƛŎŀǘŜǎ ƛƴŘŜŎƛǎƛƻƴΦ 

The blue highlighted body and lower wick ς Up until this candle the bears were pushing down 

strongly. Then all of a sudden on this candle the 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 

ǘƘŜȅ ŘƛŘƴΩǘ ŜǾŜƴ ƳŀƴŀƎŜ ǘƻ ƳŀƪŜ ŀ ƴŜǿ ƭƻǿΦ  

The green highlighted upper wick ς There is a bit 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. 

The Second Half
When doing CA ƛǘ ƛǎ ŀƭǿŀȅǎ ŀōƻǳǘ ǿƘŀǘΩǎ ƘŀǇǇŜƴƛng with the price NOW. What is happening right 

now is always more important than what happened a few hours ago.  

{ƻ ǿƘŜƴ ȅƻǳΩǊŜ ŀƴŀƭȅȊƛƴƎ ŎŀƴŘƭŜǎǘƛŎƪǎ ǘƘŜ ǎŜŎƻƴŘ ƘŀƭŦ ƻŦ ǘƘŜ ŎŀƴŘƭŜǎ ƭƛŦŜ ƛǎ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ ǘƘŀƴ ǘƘŜ 

ŦƛǊǎǘΦ CƻǊ ŜȄŀƳǇƭŜ ƛŦ ȅƻǳΩǊŜ ŀƴŀƭȅǎƛƴƎ ƻƴ a 4hr chart what happened in the last 2 hours of the candles 

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 the large wick. However, before the candle closed the 

bears pushed back down. That tells us that coming into the next candle the bears might have more 

power. 

You should always assign more importance to what happened during the second half of the candles 

life. RŜƳŜƳōŜǊ ǇǊƛŎŜ ŀŎǘƛƻƴ ƛǎ ŀōƻǳǘ ǿƘŀǘΩǎ ƘŀǇǇŜƴƛƴƎ ǊƛƎƘǘ ƴƻǿΗ 
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Using Candlestick Analysis

Sƻ ŦŀǊ ȅƻǳΩǾŜ ƭŜŀǊƴǘΥ 

1. Iƻǿ ǘƻ ǘŜƭƭ ǿƘƻ ƛǎ ƛƴ ŎƻƴǘǊƻƭ ƻŦ ǘƘŜ ƳŀǊƪŜǘ ŀƴŘ ǿƘȅ ƛǘΩǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ƪƴƻǿΦ 

2. How and why indecision candles form. 

3. What indecision candles mean. 

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 see what will likely happen next. This is 

ƻōǾƛƻǳǎƭȅ ŀ ƘǳƎŜ ŀŘǾŀƴǘŀƎŜ ǿƘŜƴ ȅƻǳΩǊŜ ǘǊŀŘƛƴƎΦ 

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 trades. {ƻ ƭŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ at those.

Reversal Trades

Long Wicked Patterns ό[²tΩǎ)
An indecision candle indicates a possible reversal when it forms during a strong trend. 

In one way or another I use all types of indecision candles in my analysis. However, when it comes to 

trading reversals I limit myself to the strongest types. Long wicked patterns are, in my opinion, the 

ǎǘǊƻƴƎŜǎǘ ǘȅǇŜ ƻŦ ǊŜǾŜǊǎŀƭ ǇŀǘǘŜǊƴΦ ¢ƘŜǎŜ ŀǊŜ [²tΩǎΦ  

[²tΩǎ ŀǊŜ ƴƻǘ ǎƛƳǇƭȅ ŘƻƧƛΩǎΣ ƘŀƳƳŜǊǎΣ ƻǊ ǎƘƻƻǘƛƴƎ ǎǘŀǊǎΦ [²tΩǎ ŀǊŜ ǘƘŜ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ǎŜǾŜǊŀƭ 

different factorǎ ǘƘŀǘ ƳŀƪŜ ŦƻǊ ŀ ǾŜǊȅ ǎǘǊƻƴƎ ǊŜǾŜǊǎŀƭ ǎƛƎƴΦ [ŜǘΩǎ ŘƛǎǎŜŎǘ ǘƘŜ ǘǿƻ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǇŀǊǘǎ 

of a LWP.  

1. The Preceding Trend. 

2. The Indecision Candle. 

The Preceding Trend:  Is any trend that indicates to us that the bulls or the bears are currently in 

control of the market. Generally ƛƴ [²tΩǎ a trend should 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 bears are in control of the market. 
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If you look at the picture above you can see that both have four bullish candles. However, only the 

one with the tick is what I would call a trend. The one with the ŎǊƻǎǎ ŘƻŜǎƴΩǘ ƛƴŘƛŎŀǘŜ ǘƻ ǳǎ ǘƘŀǘ ǘƘŜ 

bulls are in control of the market. The candles are too small and weak. In a preceding trend the 

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

ŘƻƴΩǘΦ 

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

there is ƴƻ ǊŜǾŜǊǎŀƭ ǘǊŀŘŜΦ LŘŜƴǘƛŦȅƛƴƎ ŀ ǇǊŜŎŜŘƛƴƎ ǘǊŜƴŘ ƛǎ ƴƻǘ ƘŀǊŘΣ ōǳǘ ƛǘ ƛǎ ŀƭǎƻ ƴƻǘ ŀ ǎŎƛŜƴŎŜΦ L ŎŀƴΩǘ 

ǘŜƭƭ ȅƻǳ άŀ ǘǊŜƴŘ ƛǎ ŜȄŀŎǘƭȅ млл ǇƛǇǎΣέ ōŜŎŀǳǎŜ ŀ ǘǊŜƴŘ ƛǎ ŘŜǇŜƴŘŜƴǘ ƻƴ ŎǳǊǊŜƴǘ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ 

and, obviously, the pair you are trading. I know it is a little hard 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. 

The Indecision Candle:  Iǎ ǿƘŀǘ ǎŎǊŜŀƳǎ ƻǳǘ ǘƻ ǳǎΣ άǘƘŜ ōǳƭƭǎκōŜŀǊǎ ŀǊŜ ƭƻǎƛƴƎ ǇƻǿŜǊΗέΣ ŀƴŘ ǘŜƭƭǎ ǳǎ 

the price might be turning around. As I said on the previous page, I 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 longer than the body of the candle. 

2. The wick must be pointing in the same direction as the preceding trend. 

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

 

As you can see, the red arrow is pointing to the wick which is longer than the body and pointing in 

the same direction as the preceding trend. In the picture above, the 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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In the picture above, you see a stronger and weaker 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 

pushed the price up from the low. However, since the body closed bearish it indicates that the bears 

are fighting back. 

5ƻƴΩǘ ¢ǊŀŘŜ LƴŘŜŎƛǎƛƻƴ /ŀƴŘƭŜǎ !ƭƻƴŜ 
It is very important to understand that the indecision candle is not ŀ [²tΦ [²tΩǎ ŀǊŜ ǘƘŜ 

combination of: 

1. A preceding trend that is made up of four or more strong candles.  

2. An indecision candle like the one described above. 

So if the indecision candle forms without a preceding trend it is not a LWP. 

Are You Paying Attention? 

If you have been paying attention you may notice this is where it begins to come together. A few 

pages back I talked about the importance of the second half of the candle. What does the second 

half of the indecision candle above tell us? 

¶ In the first half we see that the bears tried to push the price down. They got down quite far 

too. 

¶ In the 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 the next candle. 

This is why I consider this type of indecision candle the strongest.

Grouping Patterns (GtΩǎύ
Grouping patterns are slightly different. The difference is grouping patterns have their strength in 

ƴǳƳōŜǊǎΦ Lƴ Ƴƻǎǘ DtΩǎ ǘƘŜ ƛƴŘŜŎƛǎƛƻƴ ŎŀƴŘƭŜǎ themselves are weaker types. However, the fact that 

five weak indecision candles are grouped together makes the GP strong. [ŜǘΩǎ ŘƛǎǎŜŎǘ ǘƘŜ ǘǿƻ Ƴƻǎǘ 

important parts of a GP.  
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1. The Preceding Trend. 

2. The Indecision Candles. 

The Preceding Trend: ¢ƘŜǊŜ ƛǎƴΩǘ ǘƻƻ ƳǳŎƘ to say here. The preceding trend is nearly the same as 

ǘƘŀǘ ƻŦ ŀ [²tΩǎ ǇǊŜŎŜŘƛƴƎ ǘǊŜƴŘΦ ¢ƘŜ Ƴŀƛƴ ŘƛŦŦŜǊŜƴŎŜ ǿƛǘƘ DtΩǎ ƛǎ ǘƘŀǘ L ƭƻƻƪ ŦƻǊ ŀ ƭonger trend. I still 

trade them based off shorter trends, but they are definitely more powerful when they form in very 

large and long running trends. I consider a long trend to be over 8 candles in length. 

The picture below gives you a general example of the kind of preceding trend I look for in a GP. 

 

Grouping of Indecision Candles: There must be at the very least, five indecision candles before I 

would consider it a GP. Five candles is the minimum. I would much rather see six or more. Generally 

speaking, the more reversal candles the stronger the GP.  

 

The grouping itself must not favour any direction. It must basically form 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 dependent on the 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. 

Preceding Trends
One day I was trying to explain the importance of a preceding trend to a very smart woman. In the 

ƳƛŘǎǘ ƻŦ ŀƭƭ ƻŦ Ƴȅ ƛƴŎƻƘŜǊŜƴǘ ōŀōōƭƛƴƎ ǎƘŜ ǎŀƛŘ άǿŀƛǘ ŀ ǎŜŎƻƴŘΣ ǎƻ ƛǘΩǎ ƭƛƪŜ ǘƘǊƻǿƛƴƎ ŀ ball against a 

ǿŀƭƭΚέ She found a quick way to explain what I spent 15 minutes trying to explain. 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 aggressive the preceding 

trend is the bigger the reversal is probably going to be. 

{ƻΣ ǇǊŜŎŜŘƛƴƎ ǘǊŜƴŘǎ ŀǊŜ ǾŜǊȅ ƛƳǇƻǊǘŀƴǘΦ ¢ƘŜȅ ŀǊŜ ƴƻǘ Ƨǳǎǘ ŀ ƴƻƳƛƴŀƭ ǇŀǊǘ ƻŦ [²tΩǎ ŀƴŘ DtΩǎΦ LŦ ǘƘŜ 

preceding trend is very weak or non-existent you should probably avoid the trade. 

That being said, at the start of this book I said that I give very little rules, only guidelines. Preceding 

trends having 4 or more candles is just a guideline. There are times when I may take LWP trades 

based on a single large candled preceding trend. 

The only general rule I can give is ƛŦ ȅƻǳΩǊŜ ŀ ƴŜǿōƛŜ ǎǘƛŎƪ ǎǘǊƛƴƎŜƴǘƭȅ ǘƻ ǘƘŜ п ŎŀƴŘƭŜ ǇǊŜŎŜŘƛƴƎ 

trend rule. Once you gain some experience reading price action and candlesticks you can start 

making exceptions to the guidelines.

Trading Reversal Patterns

So far you 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 have an indecision candle forming in a bullish trend it 

ŘƻŜǎƴΩǘ ƳŜŀƴ ǘƘŀǘ ōǳƭƭƛǎƘ ǘǊŜƴŘ ƛǎ ŘŜŀŘΦ Lǘ ƳŜŀƴǎ ǘƘŜ ōŜŀǊǎ ŀǊŜ ŦƛƎƘǘƛƴƎ ōŀŎƪΦ ²ƛƭƭ ǘƘŜȅ ǿƛƴ ǘƘŜ ŦƛƎƘǘΚ 

²Ƙƻ ƪƴƻǿǎ ƳŀȅōŜ ǘƘŜȅ ǿƛƭƭ ƳŀȅōŜ ǘƘŜȅ ǿƻƴΩǘΦ LŦ ȅƻǳ ǘŀƪŜ ŀ ǘǊŀŘŜ ŜǾŜǊȅ ǘƛƳŜ ŀn indecision candle 

closes you will not be profitable. Confirmation is an essential part of reversal trades. Remember 

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

entry, period! 

{ƻ ƭŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ Ƙƻǿ ǘƻ ŎƻƴŦƛǊƳ ŀƴŘ ŜƴǘŜǊ ǊŜǾŜǊǎŀƭ ǘǊŀŘŜǎ.
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Spotting a Possible Reversal
If you have a LWP on your chart you should be thinking that a reversal is possibly coming. The 

problem most traders have is knowing when to enter that reversal. So I am going to let you in on my 

secret that gets me on average an 80% win rate, with reversal trades. 

In the picture below, you see a LWP formation. It is not as pretty as the examples above as this is on 

a real 4hr chart (Nov/04/2009). However, it is clearly a LWP formation. There is a strong bullish trend 

(shown by the green line) followed by an indecision candle with a long upper wick (highlighted in 

blue). 

 

At this point, you should be thinking that a reversal is probably coming. You could enter here but 

personally I find it a little too risky. I like to find the closest applicable line or place one and use that 

as my entry. If there is a scalp line (scalp lines discussed next) nearby you can use that as your entry 

level otherwise you will need to place a temporary line. 

Placing Temporary Lines
There is no precise distance from the indecision candle that you will need to enter. I do this all by 

eye because it depends greatly on: 

1. ¢ƘŜ ǇŀƛǊ ȅƻǳΩǊŜ ǘǊŀŘƛƴƎΦ 

2. The market conditions (slow moving market or trending market). 

This is something you will easily learn to do. Even just by looking at a few of the examples below you 

ǿƛƭƭ ƎŜǘ ŀ ŦŜŜƭ ŦƻǊ Ƙƻǿ ŦŀǊ ŀǿŀȅ L ǇƭŀŎŜ Ƴȅ ƭƛƴŜΦ CƻǊ ǿƘŀǘ ƛǘΩǎ ǿƻǊǘƘ ƻƴ D.tκWt¸ ƻƴ ŀǾŜǊŀƎŜ Ƴȅ ŜƴǘǊȅ 

ends up being roughly 55 pips away from the close of the indecision candle. It is never closer than 30 

pips though.  

In the example above, there is no scalp level so I need to place a line at the nearest applicable level. 

Here are some types of levels I consider applicable. 
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Psychological Levels 
Are any level that ends in a rounded number. So for example, on GBP/JPY your major psychological 

levels would be:  

Á 140.00  

Á 150.00 

Á 160.00 and so on.   

Your medium psychological levels would be:  

Á 141.00 

Á 141.50 

Á 142.00 

Á 142.50 

Á 143.00 and so on.  

Your minor psychological levels would be: 

Á 141.10 

Á 141.20 

Á 141.30 

Á 141.40 

Á 141.60 and so on. 

These levels are only significant because as humans our minds are fine tuned to look for patterns. So 

naturally traders group their stops near rounded numbers such as psychological levels. You may 

have noticed the 0.50 levels (141.50) are under medium 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 do then that is usually a perfect entry for your reversal trade. 

Below is an example of placing the entry at the nearest psychological level on the trade.  
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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 Candles 
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 candle. Below is an example of placing the entry at the 

low of the indecision on the trade above.   

 

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.

Entering a Reversal  
After you pick your confirmation line all you need to do is wait for it to be broken. On the trade 

above, I picked the 150.00 major psychological level as my entry point. It was the obvious choice.  
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By the next candle the line broke and by the candle after that 60 pips profit was made.   

 

With reversals I enter pretty much as soon as the line breaks. I manage the trade on the 15 minute 

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

Reversal Trade Targets
Since my method can be traded on multiple pairs targets vary greatly.  
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Constant Lines

What Are Constant Lines?
 Constant lines are a part of my method I used to simply refer to as S+R lines. Now I am calling them 

constant lines. These lines are called constant lines because they have been on the charts for 

decades. And even though they move a little from time to time ǘƘŜȅΩǊŜ ǇǊŜǘǘȅ ƳǳŎƘ ŎƻƴǎǘŀƴǘΦ  

Constant lines are lines at which we expect the price to find a permanent or temporary barrier. This 

is based on the price finding 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 is a 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 the price happened to bounce away from it 

strongly. Because humans are programmed to 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 widely recognized as a line at which the pair has trouble breaking through.  

CƻǊ ŜȄŀƳǇƭŜǎ ƭŜǘΩǎ ǎŀȅ ƛƴ мфул D.tκ¦{5 ǎǳǊƎŜǎ ǘƻ ƴŜǿ ƘƛƎƘǎ ŀƴŘ Ƙƛǘǎ ǘƘŜ ƭŜǾŜƭ мΦфлллΦ ²ƘŜƴ 

GBP/USD hits that level it has a massive reversal from it. 5 years later the price reaches 1.9000 again 

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 short trades 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.

How I Use Constant Lines
The basic idea behind these lines is to watch how price will react when the line is reached. 

Ideally what I like to see is the price approach the line, break through and then rush past the line. I 

usually trade the break of the line. So I 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 setup I want 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

Placing constant lines is actually much easier than it looks. At the end of the day, all you really need 

to do is identify areas in which the price has reversed from or had trouble breaking before. The best 

ǘƘƛƴƎ ƛǎ ǘƘŜ ƭƛƴŜǎ ŀǊŜ Ŏƻƴǎǘŀƴǘ ǎƻ ƻƴŎŜ ȅƻǳ ǇƭŀŎŜ ǘƘŜƳ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ǘƻ Řƻ ƛǘ ŀƎŀƛƴΦ 

The main thing to keep in mind when placing lines 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 

ƭƛƴŜ ŀǎ ŀƴ ŀŎǘǳŀƭ ōƻǳƴŎŜΦ [ƛƴŜǎ ƻƴƭȅ ǿƻǊƪ ōŜŎŀǳǎŜ ǘƘŜȅΩǊŜ ƻōǾƛƻǳǎ ŜƴƻǳƎƘ ǘƘŀǘ ŀ ƭƻǘ ƻŦ ǘǊŀŘŜǊǎ ŀre 

wary of them. So you should only place the obvious lines that really stand out. 

{ƻ ƭŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ Ƙƻǿ L ǇƭŀŎŜ Ŏƻƴǎǘŀƴǘ ƭƛƴŜǎ ƻƴ Ƴȅ ŎƘŀǊǘΦ 

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 past few months. When you identify 

those areas place a line there. 

 

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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3. The nexǘ ǎǘŜǇ ƛǎ ǘƻ Ǝƻ ōŀŎƪ ǘƘǊƻǳƎƘ ȅƻǳǊ ŎƘŀǊǘǎ ŀƴŘ ŎƻƴŦƛǊƳ ǘƘŜ ƭƛƴŜǎ ȅƻǳΩǾŜ ǇƭŀŎŜŘ ƘŀǾŜ ƘƛǎǘƻǊƛŎŀƭ 

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. I 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 to place obvious ones. You also want to have some distance between your lines. Having a 

constant line every нл ǇƛǇǎ ǿƻƴΩǘ Ƙelp you. With GBP/JPY pretty much all my lines are more than 100 

pips apart.  

{ƻ ƛǘΩǎ ǊŜŀƭƭȅ ƴƻǘ ǘƘŀǘ ƘŀǊŘ ŀǘ ŀƭƭΦ ¸ƻǳ Ƨǳǎǘ ƴŜŜŘ ǘƻ ŦƛƴŘ ƭƛƴŜǎ ŀǘ ǿƘƛŎƘ ǘƘŜ ǇǊƛŎŜ Ƙŀǎ ŦƻǳƴŘ ƻōǾƛƻǳǎ 

support or resistance in the past. The more obvious the line the better it is. You just need to practice 

plŀŎƛƴƎ ƭƛƴŜǎΦ 5ƻƴΩǘ ǿƻǊǊȅ ǘƘƻǳƎƘ ȅƻǳΩƭƭ ƎŜǘ ǘƘŜ ƘŀƴŘ ƻŦ ƛǘ ǉǳƛŎƪƭȅΦ

Line Migration
When placing lines you should be aware of line migration. Lines tend to migrate slightly 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 

small wick 10-30 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 S+R line. 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.

bƛŎƪΣ LΩƳ Still Not Sure How to Place Them? 
Ok, ok! Check out the video on this page of me posting lines on my chart. It should help give you a 

better idea of how to place lines. The video is titled άNickB Method: Placing Constant Linesέ. 
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Trading Constant Lines 

Line breaks are the main type of entry I use. This style of trading is commonly called ΨBreakout 

TradingΩ. However, this breakout trading is a little different than most types of breakout trading. The 

main difference is that I like to think when deciding to enter. I do not robotically enter the moment a 

line is broken. There are several factors that dictate whether or not I get into a trade, and if I get in 

to the trade when I get in. 

CŀƛǊ ǿŀǊƴƛƴƎΣ ǘƘƛǎ ǎǘǳŦŦ ƛǎ ƴƻǘ ǎƻƳŜǘƘƛƴƎ ȅƻǳ ǿƛƭƭ ƭŜŀǊƴ ƻǾŜǊƴƛƎƘǘΦ LŦ ȅƻǳΩǊŜ ŀ ƴŜǿōƛŜ ȅƻǳ ƴŜŜŘ ǘƻ Ǝŀƛƴ 

some experience with the market before all of this starts coming together. To be honest you can just 

avoid 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 I do. I have said it before and I will say it again. Forex is an ever-changing fluid 

ƳŀǊƪŜǘΦ ¢ƻ ǘǊŀŘŜ ƛǘ ǇǊƻǇŜǊƭȅ ǿŜ ƘŀǾŜ ǘƻ ōŜ ŦƭǳƛŘ ǘƻƻΦ {ƻ L ŘƻƴΩǘ ōƭƛƴŘƭȅ ƧǳƳǇ ƛƴǘƻ ǘǊŀŘŜǎ ŀǎ ǎƻƻƴ ŀǎ 

the price jumps 1 pip over my line. I see each trade as unique and I judge it based on the factors 

below. 

Momentum (Price Action): This is probably the main thing I think about when determining whether 

or not I will enter a trade. Some people have trouble understanding what momentum is so I will try 

to explain it as best I can. As far as I am concerned it is a simple concept. I believe the people that 

have trouble understanding momentum are overcomplicating things. 

It all comes back to price action, CA and what I talked about at the start of this book. When a line 

break happens you need to ask yourself the questions I mentioned earlier: 

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 your mind back to the basics. Look at the picture below. If you 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 bears clearly 

in control? NO! The price has been tightly ranging above the line for hours. The fact that it is ranging 

indicates indecision. Why would you go short when the market is undecided? 
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Looking at the picture below. This time imagine the price is ranging tightly 50 pips above our 

constant line. Then the bears take control of the market and push the price down 55 pips breaking 

our line.  

 

The difference here is the bears took control of the market and they pushed down with momentum. 

When a strong, decisive candle with a lot of momentum crosses a line I will enter right away. I 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 I hesitate at all it could move 20 or more pips before I 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, I will hesitate. I do so simply because I do not have much 

confidence in the strength of the move. My hope is that the break of the line will give the price the 

momentum it requires to begin to move, but I want to see that momentum first. If as soon as it 

breaks the line the bears/bulls take control and the price starts to move quickly, I consider that 

momentum and I will enter the trade. 

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

Lǘ ŀƭƭƻǿǎ ȅƻǳ ǘƻ ƭƻƻƪ ŀ ƭƛǘǘƭŜ ŘŜŜǇŜǊ ŀƴŘ ǳƴŘŜǊǎǘŀƴŘ ǿƘŀǘ ȅƻǳΩǊŜ ŘƻƛƴƎ ŀǎ ƻǇǇƻǎŜŘ ǘƻ ƧǳƳǇƛƴƎ ƛƴ 

blindly. Judging momentum is not a skill you will pick-up instantly. It takes practice but trust me 

when I say it is well worth it.  

Line Strength: Line strength is simple to gauge. If the last time the price approached a line the price 

got stuck in a range on the line I would be very cautious about trading that line again anytime soon. 

At best, I would consider the line a very weak line, but more likely a completely invalid line. 

 In the picture below, highlighted in blue, you can see a range that is stuck on a line. A range like this 

severely weakens the line. There are two ways the line can recover. First, if price moves well away 

from the line (200+ pips), and stays away for about a week, I might consider trading the line again. 

This is because the line has had time to recover. However, I still consider the line risky because it has 

not displayed that it has regained is strength. I am only assuming it has. I will probably trade the line, 

but I will be very cautious in trading it. I might enter with a reduced position or stop loss or both. 
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A much better way for a line to regain 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 (highlighted in blue), and a strong 

reversal from the line (highlighted in green). The bounce from the line immediately makes it tradable 

again.  
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You should look for a strong bounce not a weak one. If the bounce is very weak, it is not significant. I 

want to see a strong move towards the line, a bounce, and a strong move away. There is no exact 

amount of pips I want it to move. It is a judgment call I make at that time. 

Previous Breaks: Every 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. I will 

sometimes take the second break of the same line in the same week. I never take the third break. 

After the first break I expect to see at the very least 8 candles, and a 100 pip move away from the 

line, ƻǘƘŜǊǿƛǎŜ L ǿƻƴΩǘ ǘǊŀŘŜ ǘƘŜ ǎŜŎƻƴŘ ōǊŜŀƪ. 
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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 I would have entered. 

The second break had 6 candles in-between breaks and moved at least 100 pips ways so I would 

have taken it. 

The third break would not be traded at all.

Constant Line Targets
Since my method can be traded on any pair targets vary from pair 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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S+R Zones

What are S+R Zones?
S+R zones are areas of around 50-150 pips in which the price tends to act erratically and be 

dangerous to trade. They usually form when the price move onto a constant line and begins to 

range. If the price ranges at the line for a long enough time the constant line becomes useless, and a 

zone forms.  

Think about it as a disruption of the S+R line. After the S+R line is disrupted it can take a few weeks, 

or even a few months for it to return to normal. You will find that when the price approaches that 

area it will get sucked into a range, or it will bounce away from the area randomly. An S+R zone is 

no-ƳŀƴΩǎ-land, and I rarely, if ever, take a trade at or near one of these zones. I simply wait for the 

line to return to its normal state. 

LŦ ȅƻǳΩǊŜ ŀ ƴŜǿōƛŜ ŀƴ {Ҍw ȊƻƴŜ ƛǎ ŘŜŦƛƴƛǘŜƭȅ ŀ ƴƻ ǘǊŀŘŜ ŀǊŜŀΦ

Spotting S+R Zones
LǘΩǎ ǾŜǊȅ ǎƛƳǇƭŜ ǘƻ ǎǇƻǘ ŀƴ {Ҍw ȊƻƴŜ (even simpler than placing a constant line on your chart). 

Basically when the price hits a constant line on your 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 example, on GBP/JPY 

if the price approaches a constant line and bounces away at random levels within a 100 pip 

zone of the constant lines. 

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

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

very well. You will see the price bouncing away randomly near the line and getting caught in ranges 

near the line. Keep in mind, S+R zones are rare and just because you get some ranging here and 

there does not automatically mean it is an S+R zone. 
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As you can see in the picture above, we have the original S+R line in blue, 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 quickly (1-2 weeks), and pick a single point to bounce from, I mark the 

ŀǊŜŀ ŀǎ ŀƴ {Ҍw ȊƻƴŜΦ ¢ƘŜ ȊƻƴŜ ƛǎ ǎƛƳǇƭȅ ǘƘŜǊŜ ǘƻ ǎŀȅΣ ά¢ƘŜ ǇǊƛŎŜ ǿƛƭƭ Ǉrobably act erratically in this 

ŀǊŜŀΣ ǎƻ ǎǘŀȅ ƻǳǘ ƻŦ ǘƘŜ ƳŀǊƪŜǘΦέ 9ǾŜƴǘǳŀƭƭȅΣ ǘƘŜ ȊƻƴŜ ǿƛƭƭ ŦƻǊƳ ƛƴǘƻ ŀ single line, usually returning to 

the original line, or at least very close to it. 
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Scalp Lines

What are Scalp Lines?
Scalp lines are temporary areas of support and resistance. As I have already explained, a constant 

line needs to have a lot of history behind it to be useable. A scalp line does not need this same 

history. Scalp lines are formed by a single, sudden, sharp reversal. If a candle, for any reason, moves 

to and then bounces away from a certain point that point becomes a scalp line. Scalp lines can be 

used to take 4hr chart scalp trades. A good scalp line will have three essential parts. If a scalp line 

does not have these three parts I will likely not use it. 

Preceding trend: The preceding trend required for a scalp line formation can be as short as a single 

candle. However, a single candle would make for a weak scalp line. Ideally you would want to see a 

nice strong trend of four or more candles. The bigger and stronger the preceding trend the stronger 

the scalp line. In the images below, the preceding trend is show in the green box. 

 

Bounce Candle: The bounce candle does not have to be an indecision candle it is just the lowest 

point of the trend. You will find that sometimes it is an indecision candle ōǳǘ Ƴŀƴȅ ǘƛƳŜǎ ƛǘ ƛǎƴΩǘΦ ¢ƘŜ 

bounce candle can be any size or shape as long as it marks the bottom of the preceding trend.   
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Reversal trend: The reversal trend is what makes the scalp line valid. Once the price reverses from 

the bounce point a scalp line is formed.  

Placing Scalp Lines
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. This can be caused by anything from news 

releases to central bank intervention. All you need to do is identify these bounces and place a line 

there. Then, next time the price reaches that level and breaks that line a trade is entered. There are 

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

 Ψ±Ω ǎƘŀǇŜŘ ōƻǳƴŎŜΥ To be more accurŀǘŜΣ ǘƘŜ Ψ±Ω ǎƘŀǇŜ Ŏŀƴ ŀƭǎƻ ōŜ ŀƴ ǳǇǎƛŘŜ Řƻǿƴ Ψ±ΩΦ ¢Ƙƛǎ ƛǎ ǘƘŜ 

best type of formation as it shows a very sharp and quick bounce. 

 

 Ψ¦Ω ǎƘŀǇŜŘ ōƻǳƴŎŜΥ ¢ƘŜ Ψ¦Ω ǎƘŀǇŜŘ ōƻǳƴŎŜ ƭƻƻƪǎ ƭƛƪŜ ǘƘŜ image you see below. It is not as strong as 

ŀ Ψ±Ω ǎƘŀǇŜŘ ōƻǳƴŎŜ ōǳǘ it still makes for good scalp lines. 
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Ψ[Ω ǎƘŀǇŜŘ ŘƻǳōƭŜ ōƻǳƴŎŜΥ Ψ[Ω shaped bounces are weaker lines. To plŀŎŜ ŀ ǎŎŀƭǇ ƭƛƴŜ ƻƴ ŀƴ Ψ[Ω 

shaped bounce, it has to have bounced at least two times from the same line. I personally do allow 

for a few pips difference. Taking GBP/JPY as an example, if the first bounce is from 212.83 and the 

second from 212.80 I will still use it. 

 

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

If you get a strong bounce from a constant line it does not make the constant line a scalp. If a scalp 

line gets a lot of bounces it does not become a constant line. It just becomes a very strong scalp line. 

It is important to understand that these lines are two different types of lines and should be treated 

as such. 

Another thing to take note of is how often a scalp line should be placed. Personally, I like to see a 

minimum of 10 candles between my scalps. For example, if you sŜŜ ǘǿƻ Ψ±Ω ǎƘŀǇŜŘ ōƻǳƴŎŜǎ ŦƻǊƳΣ as 

in the picture below, you do not place a scalp line at both price levels. You place the line at the 

lowest bounce. Of course, you would place it at the highest bouƴŎŜ ƛŦ ƛǘ ƛǎ ŀƴ ǳǇǎƛŘŜ Řƻǿƴ Ψ±Ω shape. 
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The 10 candle rule functions more as a guideline than a strict rule. You can place a scalp line at every 

minor bounce you see if you want to. If you do that though, you have to realize that the scalp lines 

placed on minor bounces are usually much weaker and your trade risk increases. Good scalp lines 

should be placed at the large, prominent bounces. They should mark the end of a trend. I do not 

place them at every single tiny bounce. I know this can seem very overwhelming at first, but after a 

few weeks you will be placing scalp lines like a pro. If you are ever unsure about placing a scalp line, 

simply ask in the Forex4noobs forum if the line you want to place is in fact a scalp line. 

In conclusion, placing a scalp line is a simple process of identifying these bounces and then marking 

them. This is pretty much all I can do to explain how to place scalp lines. The rest is up to you. The 

best way to learn how to place lines is by placing them. So get to it! As I said above, if you are ever 

unsure about a line, ask in the Forex4noobs forum or the chatroom.

When to Enter Scalp Line Breaks
Scalp lines are much simpler to enter. However it is still not just a case of entering instantly on a line 

break. You should still take momentum into account in much the same way you would for a constant 

line break. I am not going to explain momentum again since it is the same in application to scalps as 

it is to constant lines.  

.ŜȅƻƴŘ ǘƘƛǎ ǘƘŜǊŜ ƛǎƴΩǘ ƳǳŎƘ ǘƻ ǿǊƛǘŜ ŀōƻǳǘ ŜƴǘŜǊƛƴƎ ŀ ǎŎŀƭǇ ƭƛƴŜ ǘǊŀŘŜΦ !ƭƭ it takes is a little practice, 

just keep candle momentum in mind.

How Long Do Scalp Lines Last?
Once a scalp line is broken it is gone. I only ever use a scalp line once. I do not reuse them as I do 

constant lines.   

As for how long I keep an unbroken scalp on my chart. If it is just a normal scalp line I would not 

keep it on any longer than 3 weeks. If it is a very strong scalp line I may keep it on my chart for up to 

6 months.  

A strong scalp is one that doubles as a monthly high. So, for example, if I have a scalp line which is 

also the highest point the price has reached in the past 3 months I keep that scalp on my chart for up 

to 6 months. 

  

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

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 I 

believe 90% of these trading gurus are failed traders and 99% of what they say is useless. ¢ƘŜȅΩƭƭ tell 

you whatever sounds good so they can get into your pockets.  

One of the most consistently told lies is that your stops should always be half of your take profit. 

Whenever I hear this I have to laugh. It is just so completely ridiculous. If you actually think about it 

for a moment it makes little sense. If you are planning to lose 50% then follow those gurus.... to 

bankruptcy if you want. L ŘƻƴΩǘ ƪƴƻǿ ŀōƻǳǘ ȅƻǳ ōǳǘ L certainly do not plan to lose 50% of my trades. I 

plan to win 80% and statistically I do. 

Look at a pair like GBP/JPY which moves 270 pips per day, on average. Who in their right mind would 

hold a 35 pip stop on this pair? I know that routinely on my trades GBP/JPY moves 40 or more pips 

against me, before going in my direction. If I had my stop loss at 35 pips I would lose a lot more of 

my trades. In fact, had I listened to these trading gurus, who say your stop must be half your take 

profit, I 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 I have come up with a simple way of calculating targets and stops on all pairs. Please keep in mind 

that calculating them in the way I detail below only gives you a general idea of your target and stop. 

While it will likely work well you still must test and refine the targets to make them perfect.  You will 

see that even though the stops are always smaller than the take profits they are quite large. Like I 

said above, donΩt worry about it. I am showing you how to win 80% of trades not 50%. So your stop 

doesnΩt need to be tiny.

Target & Stop Formula
.ŜŦƻǊŜ ȅƻǳ ǎŀȅ άCƻǊƳǳƭŀΚ hƘ ƴƻƻƻƻƻƻΣ ƘŜ ƛǎ ƎƻƛƴƎ ǘƻ ƎƛǾŜ ǳǎ ƳŀǘƘǎΗέ ŘƻƴΩǘ ǿƻǊǊȅ ǘƘƛǎ ƛǎ ŜŀǎȅΦ ¸ƻǳ 

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 for the pair you want to trade. 

Getting the ADR 

¢Ƙƛǎ ƛǎ Ŝŀǎȅ ŜƴƻǳƎƘ ǘƻ Řƻ ǿƛǘƘ ŀƴȅ ΨƳŜǘŀ ǘǊŀŘŜǊ пΩ ǇƭŀǘŦƻǊƳΦ !ƭƭ ȅƻǳ ƴŜŜŘ ƛǎ ǘƘŜ !5w ƛƴŘƛŎŀǘƻǊ ŀƴŘ 

install it. Once you have the indicator on your chart it automatically displays the average daily range 

for the pair. 

 

You will find the indicator and installation guide here. 

Now that you have the ADR you can easily calculate your ǘŀǊƎŜǘǎΦ [ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ƘƻǿΦ In the 

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)

 

http://creativecommons.org/licenses/by-nc-sa/3.0/
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Target & Stop for Constant Lines
Constant 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 is 70 pips 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/USD is 30 pips. That was pretty easy right? 

So now you know that when trading constant lines your targets and stops should be 

GBP/JPY: Target 70 pips - Stop 50 pips 

EUR/USD : Target 40 pips - Stop 30 pips

Target & Stop For Scalp Lines
To calculate your basic scalp line target the formula is: 

ADR / 3 = Target 

Using the same examples as above: 

GBP/JPY: 270 / 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 divide by 4 instead. So: 

GBP/JPY:270 / 4 = 67.5 (round it up to 70) 

EUR/USD : 160 / 4 = 40 

GBP/JPY: Target 90 pips - Stop 70 pips 

EUR/USD : Target 55 pips - Stop 40 pips

Target & Stop For Reversal Trades
Reversal trade targets and stops are fluid. The base target and stop however is the same as the 

constant line target and stop.  

Reversal trades work best when you can sit and watch them. If you can sit and watch you are best 

off managing the trade using price action on the 15 minute chart (I explain this in the next chapter). 

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

http://creativecommons.org/licenses/by-nc-sa/3.0/
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Refine Your Targets & Stops
It is extremely important that you understand that this formula gives you a basic starting point. It is 

very important that through testing you refine your targets and stops. For example above the 

formula gave use the target and stop for GBP/JPY scalp lines as: 

GBP/JPY: Target 90 pips - Stop 70 pips 

Through testing Metalhawk (one of the cool Forex4Noobs bloggers) has discovered that the best 

target and stop for GBP/JPY scalp lines is. 

GBP/JPY: Target 80 pips - Stop 70 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 your targets. To this end on my 

blog I have put up a page to keep track of current targets on the main pairs I trade. GBP/JPY, 

EUR/JPY and GBP/USD. I will add more pairs as information is gathered so bookmark the page and 

check back regularly.  

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

How to Monitor
So far we have discussed analyzing charts, spotting trades, entering trades and setting targets. Now 

ǘƘŀǘ ȅƻǳΩǊŜ ƛƴ ǘƘŜ ǘǊŀŘŜ ȅƻǳ Ŏŀƴ Řƻ ƻƴŜ ƻŦ ǘǿƻ ǘƘƛƴƎǎΦ 

Option 1: Set up a target and stop order to automatically close you out - I 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 life monitoring. 

¢ƘŜ ŘƻǿƴǎƛŘŜ ǘƻ ǘƘƛǎ ƻǇǘƛƻƴ ƛǎ ƛǘ ƎƛǾŜǎ ȅƻǳ ƭƛǘǘƭŜ ŎƻƴǘǊƻƭΦ ¸ƻǳ ǿƻƴΩǘ ōŜ ŀōƭŜ ǘƻ ǎŜŜ ǘƘŜ ǇǊƛŎŜ ŀŎǘƛƻƴ ǎƻ 

ƛŦ ǘƘŜ ǘǊŀŘŜ ƎƻŜǎ ōŀŘ ȅƻǳ ǿƛƭƭ ƭƛƪŜƭȅ ƘŀǾŜ ȅƻǳǊ ǎǘƻǇ ƭƻǎǎ ƘƛǘΦ !ƴŘ ƛŦ ƛǘΩǎ ŀ ǊŜŀƭƭȅ ƎƻƻŘ ǘǊŀŘŜ ȅƻǳ 

ǇǊƻōŀōƭȅ ǿƻƴΩǘ ōŜ ŀōƭŜ ǘƻ ƭŜǘ ƛǘ Ǌǳƴ ŀƴŘ ƎǊab more pips. 

Option 2: Drop down to the 15 minute chart to monitor your trade ς This 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 strong you can 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 with -10 pips and miss out on a cool 70 pip trade.  

As with anything in life each options has its ŀŘǾŀƴǘŀƎŜǎ ŀƴŘ ŘƛǎŀŘǾŀƴǘŀƎŜǎΦ [ŜǘΩǎ ŜȄǇƭƻǊŜ ōƻǘƘ ƻŦ ǘƘŜ 

ƻǇǘƛƻƴǎ ŀ ƭƛǘǘƭŜ ƳƻǊŜ ǎƻ ȅƻǳ Ŏŀƴ ŘŜŎƛŘŜ ǿƘŀǘΩǎ ōŜǎǘ ŦƻǊ ȅƻǳΦ

Option 1: Setting up a target and stop
As I said above, I have been doing this for years and it works perfectly for me. There are definitely 

some drawbacks but trading cannot be perfect so the drawbacks are something you have to put up 

with.  

¢Ƙƛǎ ƻǇǘƛƻƴ ǿƻǊƪǎ ǿŜƭƭ ŦƻǊ ǇŜƻǇƭŜ ǿƘƻ ǘǊŀŘŜ ŦǊƻƳ ǿƻǊƪ ƻǊ ŀǊŜ ǳǎǳŀƭƭȅ ōǳǎȅ ǿƘŜƴ ǘǊŀŘƛƴƎΦ LŦ ȅƻǳ ŎŀƴΩǘ 

spend two hours monitoring ȅƻǳǊ ǘǊŀŘŜ ǘƘŜƴ ǎŜǘǘƛƴƎ ŀƴ ŀǳǘƻ ǘŀǊƎŜǘ ŀƴŘ ǎǘƻǇ ƛǎ ȅƻǳǊ ŀƴǎǿŜǊΦ [ŜǘΩǎ 

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 

here is set your broker to 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 order with your broker 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 close out at 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.  

http://creativecommons.org/licenses/by-nc-sa/3.0/
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You can experiment with scaled targets and find out what works best for you. Personally I just use a 

ƘŀǊŘ ǎǘƻǇΦ L ǊŀǘƘŜǊ ул ǇƛǇǎ ǘƘŀƴ л ǇƛǇǎΣ ǘƻ ƳŜ ƳŀƪƛƴƎ ŀƴ ŜȄǘǊŀ нл ǇƛǇǎ ƻƴ ŀ ǘǊŀŘŜ ŘƻŜǎƴΩǘ ƧǳǎǘƛŦȅ ǘƘŜ 

risk of having it drop back down to 0 pips. 

Conclusion 

If you want less stress and more simplicity setting up a target and a stop is the best option. Also if 

ȅƻǳΩǊŜ ŀ ƴŜǿōƛŜ ȅƻǳ ǇǊƻōŀōƭȅ ŀǊŜ ōŜǎǘ ƻŦŦ ǳǎƛƴƎ ǘƘƛǎ ƻǇǘƛƻƴΦ aƻƴƛǘƻǊƛƴƎ ǘǊŀŘŜǎ ƻƴ ŀ мр Ƴƛƴ ŎƘŀǊǘ Ŏŀƴ 

be intimidating and require a bit of practice.

Option 2: Monitoring on the 15 min Chart
I am going to say this right from the start so there can be no confusion. Do not jump right in to 

ƳƻƴƛǘƻǊƛƴƎ ǘǊŀŘŜǎ ƻƴ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘΦ 9ǎǇŜŎƛŀƭƭȅ ƛŦ ȅƻǳΩǊŜ ŀ ƴŜǿōƛŜ ǘƘƛǎ ƛǎ ŀ ǎƪƛƭƭ ǘƘŀǘ ǘŀƪŜǎ ǎƻƳŜ 

refinement and practice. 

Should I Monitor on the 15 min? 
Dropping down to the 15 min chart allows you to very 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 as a trader ς !ǊŜ ȅƻǳ ŀ ƴŜǿōƛŜ ǿƘƻ ŘƻŜǎƴΩǘ ƘŀǾŜ ŀ ǘƘƻǊƻǳƎƘ ǳƴŘerstanding of price 

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 personality ς Are you a trigger happy nervous trader? Well then you might have some issues 

with closing out too early if you monitor on the 15 min chart.  

¢ƘŜ ǇŀƛǊ ȅƻǳΩǊŜ ǘǊŀŘƛƴƎ ς Some of the more erratic pairs 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. 

MonitoriƴƎ ƻƴ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘ ǎƻǳƴŘǎ ƎǊŜŀǘ ōǳǘ ƛǘΩǎ ǾŜǊȅ ƛƳǇƻǊǘŀƴǘ ǘƘŀǘ ȅƻǳ ŜŀǎŜ ȅƻǳǊǎŜƭŦ ƛƴǘƻ ƛǘΦ LŦ 

you jump right in you may find yourself closing out just about every trade early. 

Pros and Cons 
PRO - Monitoring trades on the 15 min chart allows you to see price action very clearly. This can be a 

ƳŀƧƻǊ ōŜƴŜŦƛǘ ǿƘŜƴ ȅƻǳΩǊŜ ƛƴ ŀ ƎǊŜŀǘ ǘǊŀŘŜ ǘƘŀǘΩǎ ǘǊŜƴŘƛƴƎ ǎǘǊƻƴƎƭȅΦ LŦ ȅƻǳΩǊŜ ƛƴ ŀ ǎƘƻǊǘ D.tκWt¸ ǘǊŀŘŜ 

and the price action tells you that the bears are in control, you can stay in beyond your original 

target. So instead 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 

ǘŀǊƎŜǘ ŀƴŘ ǎǘƻǇǎ όƻǇǘƛƻƴ мύ ǘƘƛǎ ǿƻƴΩǘ ƳŀǘǘŜǊ ǘƻƻ ƳǳŎƘ ǘƻ ȅƻǳΦ IƻǿŜǾŜǊ, looking at this kind of price 

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 dƻƴΩǘ ƭƻƻƪ ƎƻƻŘ ƻƴ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘΦ {ƻ ȅƻǳ Ƴŀȅ ŎƭƻǎŜ ƻǳǘ ŀ ǘǊŀŘŜ ǿƛǘƘ -5 pips and then have it 

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 intermediate-professional traders who are calm 

and collected. I am not saying ƴŜǿōƛŜΩǎ should steer 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 whereas ƴŜǿōƛŜΩǎ ŎŀƴΩǘΦ   

Do if yoǳΩǊŜ ŀ ƴŜǿōƛŜ ŀƴŘ ǿŀƴǘ ǘƻ ƳƻƴƛǘƻǊ ƻƴ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘ ǊŜŀŘ Ƙƻǿ ǘƻ ōŜƭƻǿΦ Wǳǎǘ ŘƻƴΩǘ Ǝƻ ƛƴǘƻ 

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 trading is to play to your strengths.

How to Monitor on the 15 min Chart

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

and candlestick analysis. This is all you need to monitor trades on the 15 min chart. Remember what 

indecision candles suggest: 

1. A close struggle between the bulls and the bears. 

2. A possible reversal. 

LŦ ȅƻǳ Ƨǳǎǘ ƧǳƳǇŜŘ ƛƴǘƻ ŀ D.tκWt¸ ǎƘƻǊǘ ƛƴŘŜŎƛǎƛƻƴ ŎŀƴŘƭŜǎ ŀǊŜ ǎƻƳŜǘƘƛƴƎ ȅƻǳ ŘƻƴΩǘ ǿŀƴǘ ǘƻ ǎŜŜΦ LŦ 

your short you want the bears to be in complete control and push GBP/JPY down. So if the candles 

ǎǘŀǊǘ ǎǳƎƎŜǎǘƛƴƎ ǘƻ ȅƻǳ ǘƘŀǘ ǘƘŜ ōǳƭƭǎ ŀǊŜ ŦƛƎƘǘƛƴƎ ōŀŎƪ ǘƘŀǘΩǎ ƭƛƪŜƭȅ ōŀŘ ƴŜǿǎ ŦƻǊ ȅƻǳǊ ǎƘƻǊǘΦ  

How to Monitor and Exit Trades On The 15 min Chart 
What you need to do is use what you know about 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. 

 

[ŜǘΩǎ ƭƻƻƪ ŀǘ ŀ ŦŜǿ ŜȄŀƳǇƭŜǎΦ .Ŝƭƻǿ ȅƻǳ ǎŜŜ ŀ 4hr GBP/JPYT chart. On it in green you can see the 

148.40 scalp line that formed on the 6th of 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 it normally this failed trade would cost you about -70 pips (It 

sucks but bad trades happen). I took this trade personally and but I closed out with around -10 pips. I 

saved myself -сл ǇƛǇǎ ƻƴ ǘƘƛǎ ƭƻǎƛƴƎ ǘǊŀŘŜΦ [ŜǘΩǎ ƭƻƻƪ ŀǘ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘ ǘƻ ǎŜŜ ƘƻǿΦ 
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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 

1. A indecision candle with a bearish body. 

2. A indecision candle with a bullish body. 

3. A decent bearish candle that would giveǎ ǳǎ ǎƻƳŜ ƘƻǇŜ ōǳǘ ƛǘ ǎǘƛƭƭ ŘƛŘƴΩǘ ƳŀƪŜ ŀ ƴŜǿ ƭƻǿ 

4. A big bullish reversal that very clear told me the bulls had more power than the bears. 

So I used what I know about price action and indecision candles to identify the bears had control 

then close out a bad trade early. It really is straight forward simple stuff just like everything in my 

method. 

[ŜǘΩǎ ŎƘŜŎƪ ƻǳǘ ƻƴŜ ƳƻǊŜ ŜȄŀƳǇƭŜΦ IƻǿŜǾŜǊΣ ŀǎ ȅƻǳ ǇǊƻōŀōƭȅ ƪƴƻǿ L ŀƳ ŀ ǊŜŀƭ ǘǊŀŘŜǊ ŀƴŘ L ŘƻƴΩǘ 

ǎƘƻǿ ȅƻǳ ǘƘŜ ƎƻƻŘ L ǎƘƻǿ ȅƻǳ ǘƘŜ ōŀŘ ǘƻƻΦ {ƻ ƭŜǘΩǎ ǎŜŜ ŀƴ ŜȄŀƳǇƭŜ ƻŦ when monitoring on the 15 

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: 

 

As you see in this picture we had a nice scalp line formation. Eventually the scalp line broke but 

before it broke it reversed around about 43 pips. I closed out with about -мр ǇƛǇǎΦ [ŜǘΩǎ ƭƻƻƪ ŀǘ ǘƘŜ мр 

min chat to see why. 
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It is pretty obvious why I closed this one out. As soon as it broke we got: 

1. A strong indecision candle with a long 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 problem is they did not keep control long enough to hit 

what would have been my stop loss. So I effectively closed out a trade for -15 pips that would have 

made me +70 pips.  

Now my statistics show that monitoring on the 15 min chart save me more times than it hurts me. 

¢Ƙƛǎ ƳŜŀƴǎ ǿƘŜƴ L ŀƳ ŀōƭŜ ǘƻ L ǿƛƭƭ ƪŜŜǇ ƳƻƴƛǘƻǊƛƴƎ ƻƴ ǘƘŜ мр Ƴƛƴ ŎƘŀǊǘΦ Wǳǘǎ ōŜ ŀǿŀǊŜ ǘƘŀǘ ƛǘ ƛǎƴΩǘ 

all good, there is definitely a negative side to it. 

Keys to Monitoring Trades On The 15 Min Chart 
!ǎ ȅƻǳ ǎŜŜ ǘƘŜǊŜ ǊŜŀƭƭȅ ƛǎƴΩǘ ƳǳŎƘ ǘƻ ƛǘΦ ¸ƻǳ Ƨǳǎǘ ǘŀke what you learned earlier about spotting 

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. {ƛƎƴǎ ǘƘŀǘ ǘƘŜ ōǳƭƭǎκōŜŀǊǎ ŀǊŜ ǿŜŀƪŜƴƛƴƎ ƛΦŜΦ ƛƴ ŀ ōŜŀǊƛǎƘ ǘǊŀŘŜ ōŜŀǊǎ ŎŀƴΩǘ ƳŀƪŜ lower lows. 

3. .ƛƎ ŎŀƴŘƭŜǎ ǘƘŀǘ ƳƻǾŜ ƛƴ ǘƘŜ ƻǇǇƻǎƛǘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ȅƻǳǊ ǘǊŀŘŜ όǿŜƭƭ ǘƘŀǘΩǎ ŀƴ ƻōǾƛƻǳǎ ƻƴŜύ 
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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 short and the bears are in control GREAT stay in if instead 

you see the bulls take control you might consider closing the trade. 

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

15 min chart without practicing first. It is not as easy as it looks and adds a whole new dimension to 

trading the NickB method. 
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Chapter 10: 
Know When to Stay Out 
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Knowing When to Stay Out 

A good trader not only knows when to enter the market they also know when to stay out. One of the 

biggest problems for newbieΩs is not knowing when to stay out of the market. They feel compelled to 

be in a trade every single day. I know this because I have been there and I see it in traders I speak to 

every day. They jump in a trade to quell that compulsion, they lose, and then surprisingly they are 

shocked that they lost. Trading Forex is about making profit not about taking as many trades as 

possible. Some days, some weeks even are just not good times to trade and you should not be in the 

ƳŀǊƪŜǘΦ {ƻ ƭŜǘΩǎ Ǝƻ ǘƘǊƻǳƎƘ ǎƻƳŜ ƻŦ ǘƘŜ ǘƛƳŜǎ ȅƻǳ ǎƘƻǳƭŘ ǎǘŀȅ ƻǳǘ ƻŦ ǘƘŜ market. 

Economic Releases: I stay out during certain economic releases. Generally speaking it is only during 

highly volatile ones for the pair I am trading and USD releases. So if I am trading GBP/JPY I will steer 

clear of trading during major GBP releases, major JPY releases, and major USD releases. On the 4hr 

charts most economic releases are not very significant. However, major news releases have the 

ability to move the market fifty, one hundred, or even a few hundred pips. So when major news 

releases are due to be released I usually jump out of or do not enter trades. You can see news 

releases for the coming weeks here (http://www.forexfactory.com/calendar.php). The ones I steer 

clear of are the red USD reports and the RED reports for the pair I am trading. So for GBP/JPY any red 

GBP or JPY reports. 

Important Speeches: What happens when there is an important speech is traders around the world 

flick on Bloomberg and listen intently. As soon as the speech giver gives their thoughts on the 

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

ǘƘŜȅ ƘŜŀǊ ƛǎ ƎƻƻŘ ǘƘŜȅ ōǳȅ ƛŦ ƛǘΩǎ ōŀŘ ǘƘŜȅ ǎŜƭƭΦ hŦǘŜƴ ǘƛƳŜǎ after they hear something good they hear 

something bad and the currency flies up and then plummets all in the space of a few min. To be 

honest, I am making it sound a little crazier than it is, very few speeches are actually like this. The 

speech givers are usually pretty careful about what they 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 I only really care about speeches from central bank leaŘŜǊǎΦ !ƳŜǊƛŎŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ 

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 British Central Bank Governor 

Mervyn King can do the same especially with the GBP. I also watch out for Jean-/ƭŀǳŘŜ ¢ǊƛŎƘŜǘΩǎ 

ramblings as they can affect the Euro and other currencies along with it. So in short, when one of 

these three men are up on the podium I do not enter any trades. To see what speeches are coming 

up I use the ForexFactory calendar found here (http://www.forexfactory.com/calendar.php). 

Range Bound Periods: Sometimes a currency pair will fall into a tightly ranging period. A tightly 

ranging period is when the currency pair moves far below its ADR and seems to be stuck between 

two points. Earlier I gave you the ADR of GBP/JPY as 270 pips, in the image below we see GBP/JPY 

bouncing between two lines about 120 pips apart.  
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At times like this I tend to stay out of the market. When the currency pair picks up again and starts 

trading at its ADR I will get back into the market. Sometimes I may enter but if I do my targets will 

certainly be much lower. 
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Chapter 11: 
NickB Method Video Course 
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άLƴ ǘƘe e-.ƻƻƪ ŀōƻǾŜ ȅƻǳΩǊŜ ƎƛǾŜ ŀ C¦[[ D¦L59 ǘƻ ǘƘŜ bƛŎƪ. aŜǘƘƻŘΦ ¢ƘŜ ŎƻǳǊǎŜ ƛǎ ŦƻǊ Ŧŀƴǎ 

of the method who want a more in-ŘŜǇǘƘ ŜȄǇƭŀƴŀǘƛƻƴ ƻŦ ǘƘŜ ǘŜŎƘƴƛǉǳŜǎ ŀōƻǾŜΦέ 

 

"How to Make 
Hundreds of Pips 

Every Week 
Trading an Easy, 

Proven and Stress 
Free Forex 
Method" 

 

"I Guarantee This Method Will Transform You Into a Trading 
Machine or I will Give You Your Money Back" 

 

With the NickB Method You Will:  

Á Discover how to make consistent profit and achieve an 80% win rate! 

Á Make heaps of pips trading only a few hours per week! 

Á Discover advanced trading techniques!  

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

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

loves this revolutionary trading method. 

Learn More 
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