On the hourly charts especially, when you see a series of hammer candles (like, I saw about six red and blue hammers on the 15 chart on 11-15-06), the currency may be trying to “hammer” or carve its way towards a sell.  Of course any Market News can disrupt this attempt.

The foundation in mastering momentum in a trend is the 1 minute chart.  The next foundation is mastering the momentum of the K.I.S.S intraday 5-minute chart.  Then master the day trade 5-minute chart.  Then master the 1-2-3’s breakouts.  Then master the 1-2-3’s in trends.  Each builds upon the other.  A very successful trader said this, “Trading the FOREX is very simple. Simple is very hard.”  Avoid keeping trading hard.
1-2-3’s are reversal patterns. Price precedes #2 and #3 where #2 is higher or lower than #1, and #3 is between #1 and #2.  Candlestick color and the candles themselves have nothing to do with the 1-2-3 criteria. It’s all about price, time and the sequence of price and time.
If the #3 ever goes above the #1, start the 1-2-3 sequence all over again.
If you have a true #2, then that’s the price you would enter your buy or sell.  You always need good confirmations, lest you chase a candle.  See below:
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There are a lot of times in currencies where there will be triangles and wedges.

Assess the Market condition:

· The time of day

· Prox, of the news.
· Should I be trading now?

· Am I waiting for a trade (trend) or am I chasing a candle?

· Are the EUR, GBP and CHF in sync?
· Is the market trending or is it consolidating in a 10-15 pip channel?

Should I be trading now?

1. What do the wick and candles look like?

2. Where is the price in relation to barriers and trend lines?

3. What are the Fibo’s and trend lines telling me about where my price MAY be heading?

Remember the rule of F.A.S.T.:

· Fresh cross of the FX lines.

· Angle of the FX lines.  On a clock-face, are the FX lines between 12 and 2 (for a buy trade)---and between 4 and 6 (for a sell trade)?

· Separation of the FX lines.  Are the lines at least 3 pips apart during the trend?

· Time of day for that currency.  Remember the peak times of trading your currency.  The EUR’s peak time is 1:00am until about 4am EST.  The GBP’s peak time can start at 2:00am, but mainly 4:00am to about 5:00am, EST.  The JPY’s peak time is from 6:30pm to about 11pm EST.

GBP and EUR strategy:  The European session occurs between 1am and about 4:30am.  This combines both the EUR and the GBP currencies.  Note: The European session sets up the US session which starts at 8:30am EST.  You must be ready to do this strategy just after 4:30am EST: 

1. Find the highest pip level between 1am and 4:30am and place a horizontal line there.

2. Find the lowest pip level between 1am and 4:30am and place a horizontal line there.

3. Go 7 pips above the highest pip level and place a buy trade on the GBP/USD with a 25 pip stop.  Your limit should be about 15 pips.

4. Go 7 pips below the lowest pip lever and place a sell trade on the GPB/USD with a 25 pip stop.  Your limit should be about 15 pips.

5. Go back to sleep.

This strategy will not work if the GBP/USD currency is in a channel when the US session opens at 8:30am EST, on.  Then again, if the currency never picks up your buy or sell trade during the US session, it’s no big deal.  Note: You never want to trade in a choppy or a volatile market and the GBP/USD currency is notorious for being volatile.  Be careful with this currency.  (From about 10:30am-to 10:45am-to 11:00am EST, the GBP/USD sometimes does a slight retracement in the current trend.  Jason Deal refers to it as “The London Fix”)
The JPY benefit:  Make sure the JPY is the denominator of the currency pair (ex. USD/JPY, EUR/JPY, etc.).  If you place a JPY trade before 5pm EST (the close of the trading day), the JPY----PAYS YOU----for the currency going into the next trading day.
After you draw a trend line (say, an up trend line), look for the price to break that trend line (and your SMA) before you put in a trade. The price obeys the 50 Moving Average.  The price is drawn to the 50 Moving Average like a magnet.

If the price is above the trend and above 50 moving average----it’s a long buy trade.

The opposite is true.

It’s not always easy to predict when a trend is about to end.  You will need to add the 12 EMA to know when to exit a trend.
If your trade closes above the 12 EMA----get out.  Also, if the Green FX line begins to hook, or IS hooking (even slightly)----get out of the trade.
When you do a “short squeeze” you are getting out of a trade that has gone bad.

Closing a sell trade institutes an actual buy.

Closing a buy trade institutes an actual sell.

When the market has been selling for 3-4 days, the next day will, more than likely, be a buy.

When the market has been buying for 3-4 days, the next day will, more than likely, be a sell.

Oooooh---THE FIBONACCI--Go back as far as 30 days and look at the patterns and back test.  Draw your Fibo.  Identify your res. & Support lines.  Learn your SMA.
Be sure to draw Fibos from the bottom of the lowest candle/wick to the top of the highest candle/wick (if it’s an upward move).  Or, draw your Fibo from the highest wick/candle to the lowest candle/wick (if it’s a downward move).  What you are tracking is the overall up or down movement/trend to detect when a retracement might happen.  The Fibo is left to right, coming forward in time.

23.6%, 38.2%, 50%, 61.8%, 76.4%, 100%, 1.618%, 2.618%.  There are no straight lines in trading.  For every trend there is a counter-trend.  That’s what the Fibonacci Lines tell you: how far a retracement COULD happen.  Techniques in trading will go by the Fibonacci.  50% is important: this is where equalization happens.  A triangle will tend to contract 61.8 of the previous direction.  That’s why a triangle forms in some trades.  Think of a tennis ball after its first really good bounce.  Its successive bounces decrease by the Fibonacci numbers (it decreases by, say, 61.8% of the previous bounce).  Gravity will follow the sequence with a ball.  Emotions of traders, the momentum of the trade and time will follow the sequence with trades. On a one-hour chart, you’ll see 1, 2, 3, 5, 8, 13 candles in a trend before turning around and going in the opposite direction.[1,1,2,3,5,8,13,21,34,55,89, 144, 233,377,610,987,1597,2584,4181,6765,etc.].  Channel and trends will happen in multiples of Fibonacci numbers.  Usually the trend will be in multiples of Fibonacci numbers before you get a turn-around.  This can be seen on the 30-day chart.  For every trend, there is a counter-move, like a retracement or reversal.
Get to understand the Fibonacci Fan, the Fibonacci Clusters, the Fibonacci Time Zones, the Fibonacci Arch, the Fibonacci Grid Lines and the Fibonacci Auto Trend Lines.
When you get updated to the Pro Charts, activate your Auto Trend lines.  And use these Fibonacci sequence #’s for the 1 hour, 30 day chart:

ATrend (13)—Baby Blue
ATrend (21)—Purple/Violet
ATrend (34)—Green
ATrend (55)—Yellow/Orange
ATrend (89)—Red
ATrend (144)-White

    Take of the division of 34/21 then 13 is the first digit of 1.  This will tell where the currency will stop at the edge of a run.  Take a trade where the red line is.  Wait for a bend to happen on the 34, waiting for a small retracement.  Then at the next bend, the green line is ready to go up; place your buy trade.  But these ATrends can take any shape or form.

    The speed and volume of a currency sometimes doesn’t give an ATrend retracement a chance to form the bend.

For the 1week, 1 year---and---the 1month, 30yr. charts, here are those Fibonacci #’s”

ATrend (89)—Baby Blue
ATrend (144)—Purple/Violet
ATrend (233)—Green
ATrend (377)—Yellow/Orange
ATrend (610)—Red
ATrend (987)—White

ATrend (1597)—(thicker) Baby Blue
The Fibonacci Grid Lines:

Purpose of the Fibonacci Grid lines: to identify natural barriers (which are your support lines (for sell or bear trades) and resistant lines (for buy or bull trades)).

Set up these horizontal lines before you start trading.  On the chart you’re most likely to trade with (though they these Grid Lines will work on any time chart) look for your 100 pips areas.  On the EUR/JPY for instance, they would be 150.00, 160.00, 170.00, etc.

· Add 11 pips to the bottom 100.00 and subtract 11 pips from the top 100.00.  Make horizontals lines red.

· Add 45 pips to the bottom 100.00 and subtract 45 pips from the top 100.00.  Make the horizontal lines yellow.

· Add 66 pips to the bottom 100.00 and subtract 66 pips from the top 100.00.  Make the horizontal lines green.  It should like this when you are done:
300.11____________________________________________________________________________________________________________________________________ (300.00 + .11)
300.00____________________________________________________________________________________________________________________________________ (white line)
299.89____________________________________________________________________________________________________________________________________ (300.00 - .11)
299.66____________________________________________________________________________________________________________________________________ (299.00 + .66)
299.55____________________________________________________________________________________________________________________________________ (300.00 - .45)
299.50____________________________________________________________________________________________________________________________________ (white line)
299.45____________________________________________________________________________________________________________________________________ (299.00 + .45)
299.34____________________________________________________________________________________________________________________________________ (300.00-.66)
299.11____________________________________________________________________________________________________________________________________ (299.00 + .11)
299.00____________________________________________________________________________________________________________________________________ (white line)
298.89____________________________________________________________________________________________________________________________________ (299.00 - .11)
Never make a trade within/between the red and yellow lines.  One reason is because the currency can tend to hang around those areas for one, two or more hours before moving up or down.  Another reason is because the currency can turn around and go in the opposite direction at those areas.
· Get out of a buy/bull trade before the currency reaches the “.89” region.

· Get out of a sell/bear trade before the currency reaches the “.11” area.

Exposed Wicks within the Fibonacci Grid lines:  Just like there are Elliott Waves within Elliott Waves and1,2,3’s within 1,2,3’s,----there are barriers within barriers.  Finding “exposed wicks” are intended to help you do just that: find barriers with in the Fibonacci Grid Lines.  You will have to read the time charts backwards (from right to left) to locate these “exposed wicks”.
On a down/bear trend, look for a blue candle with a top wick, making sure that the blue wick isn’t covered by a succeeding red candle.

On an up/bull trend, look for a red candle with a bottom wick, making sure that the red wick isn’t covered by a succeeding blue candle.
There is no beginning of an Elliott Wave.  There are only possibilities (rather than probabilities) concerning the Elliott Waves.  Use other indicators with the EW.
    Stochastic slow K (3, 3, 3) and slow D (3, 3, 3).  3 is a Fibonacci number.  When the default yellow line is on the bottom and the default purple line is on top, it’s a buy.  It’s fairly reliable.  When those lines are moving parallel you’ve got a fairly strong trend there.  Having slow 3’s, rather than 5’s, gives you more crosses sooner----on the 1 hour chart.  You’ll need to experiment on the other time charts to see what best works for you.  Change the default purple slow K (3, 3, 3) blue for BUY and the default yellow slow D (3, 3, 3) red for SELL.  That way, which ever line is on top----that’s where the currency is going.
     A slow Stochastic and the RSI (3) work well together.   On the RSI (3), take off the overbought and over-sold lines to clean up the indicator’s appearance.

     Never trade on just using just one indicator.
     Never trade within an ascending/descending wedge.  Disciplined trading is where it’s at.
When you are about to enter a trade in advance, say, for instance, that the pip level on the EUR/USD is here:
If you want to put in an advance sell trade (to keep going down once it’s activated), choose “Sell Stop”.  Have the trade enter in 20 or more pips. 1.2945-.0021=1.2924.
If you want to put in an advance buy trade (to keep going up once it’s activated), choose “Buy Stop.”  Place the trade at 20 pips or more. 1.2945+.0021= 1.2966.
Have a big enough stop/loss (20 pips or more).
Market News Pointers:

1. Supply and Offers are sells.

2. Demands and Bids are buys.

3. A “strong” offer or demand means there’s the possibility of a 35-50 pip move toward projected pip level.

4. A “medium” offer or demand means there’s the possibility of a 15-25 pip move toward the projected pip level.

5. A “minor” offer or demand means there’s the possibility of a 14-or-WAY-less pip move toward the projected pip level.

6. Keep and eye on your CABLE news for the USD especially.
7. When a trader is talking “hawk-ish”, that means bullish----the currency is going up (if it’s the numerator of the currency pair.  “Dove-ish” means bearish----the currency is going down (if it’s the numerator of the currency pair).
8. The ISM is the top dog of market news on your trading station.  If the ISM says the US currency is going 50% or lower, that’s bad for the dollar, if the dollar is the numerator of the currency pair.  But with the GBP/USD pair (where the USD is the denominator) that currency pair will go up.
There’s something else: take notice of a country’s main export(s).  Other countries have to exchange their currency in order to purchase that country’s export.  So the country’s currency tends to follow the price of their main export.  Such as: Canada main export is oil.  Australia’s main export is gold.  New Zealand’s main export is dairy and so forth.

Take a look at www.investopedia.com.

Take a look at www.dailyfx.com.

Take a look at www.briefing.com. 

Look at www.morganstanley.com.

Look at www.saxobank.com and sign up as a free member.  They will send you e-mails on news really quick.  Zoltan thinks highly of saxobank as a broker.

Lightning Strikes

Seven colors (instead of four colors) make up the entire Lightning Strike System:

1. The strongest line is the Yellow Brick Road (or the YBR), which tells you the overall trend.

2. The Red Line or Ruby Red (or, the RBRD).  If you ever find the Yellow Brick Road and the Ruby Red separate from each other (say, the YBR is near the green resistance barrier line and the RBRD is near the green support barrier line), the currency has gone into consolidation, or a channel.  If both lines are very close together in any direction, that’s a strong trend---at least until you see the RBRD turn, or hook, though the YBR still continues in the original direction.
3. Purple Line.  The Purple Haze (the PHZ).  When the YBR, the RBRN and the PHZ are all going in the same direction, that’s a good sign of a good strong move.
4. The Green Line.  The Green Money Line (the GML).  When the Yellow, Red and Purple lines are going in one direction and the Green lines crosses them in a 90 degree angle (forming a type of a triangle) that’s a good time to get in the 5SOE trade (that will be explained later).

5. The Gray Line (it’s called the Gray Sky, but I’ll call it the GRYL).  This GRYL is a cautionary indicator: if you see the GRYL in the opposite direction of all the other lines during a candle move, it means that there will be initial move with the other lines---but it will be very short lived.  The GRYL line means lots of pullbacks on that candle.  By the time that candle is done, it’ll have a longer wick than body.
6. The Blue Line (or, the Blue Sky---the BSKY).  This BSKY is a strong indicator that tells you when the immediate trend is about to take a temporary turn before heading back in its original direction.  You can use the BSKY to trade in channels.
7. The White Line (or, the White Lightning---the WL).  Don’t make any trade decisions on the WL.  Its main purpose is to know when to move your stop/loss.
Rule:  Just because you may see all lines heading up or down doesn’t mean that it’s a good time to put in a trade.  Majority doesn’t always rule.
--The “Five Sequence of Events” takes about 45 minutes to develop on a 15-minute chart.
1. Wait for the YBR, the RBRD and the PHZ to reach either the resistance or the support barrier lines before the 5SOE is possible.  When the PHZ is between the YBR and the RBRD (while all three lines are near the resistance or support barrier green lines), it signifies a potential strong move going in the opposite direction.  So, the YBR, the RBRD and the PHZ must close in together at either the resistance (top horizontal green) barrier line or at the support (bottom horizontal green) barrier line.
2. Then, the GML must cross through the YBR making an “X” formation.
3. Then the RBRD must hit the resistance or the support barrier line TWICE, either forming a “W” near the bottom green support barrier line or an “M” at the top green resistance barrier line.  It’ll be a stronger move if the RBRN hits twice. There will be some retracement before taking the trade.
--Wait for the YBR to pull away from whichever barrier line it’s near.  THEN---ENTER YOUR TRADE.
--When you see the WL strikes the barrier line that the YBR is headed to, move your stop/loss up.

--Wait for a different colored lightning strike (EXCEPT THE WL) to strike the green barrier line that the YBR is headed for.  When that happens—CLOSE YOUR TRADE!!
The “bounce trade”:
--Wait for the YBR to have lift-off again.

---When a different color lightning strikes the original green barrier (that the YBR took off from)----AND STICK THERE, wait for that candle to close----THEN---ENTER BACK INTO YOUR TRADE, GOING IN THE TREND THAT THE YBR IS INDICATING.  There should be a perfect triangle formed between the YBR and the different color lightning strike (if it’s a WL, this would be the only time you’d take a WL trade).  If you see any “clutter” (or, extra lightning strikes) within the triangle, the trade has become risky---so, either never enter a trade OR GET OUT OF THE TRADE QUICKLY.
Exit a “bounce” trade when:

a. A different color lightning (EXCEPT THE WL) strikes the green barrier line that the YBR is headed to.
--The “Out of Sequence” trade on the 15-minute chart---(the OOS trade).  Remember: “the trend is your friend” and 90% of a currency’s price moves with the YBR.
--Wait for the YBR to touch the green barrier line (either resistant or support); then, watch for it to lift off from the barrier line.  This signals a change in trend.  If the YBR hadn’t completely touched the either of the barriers lines, then the currency may be in a significant retrace-ment rather than a full reversal.

--Once the YBR curves and leaves the green barrier line it was just on, wait until the YBR gets about 25% away from the green line it just left.  The OOS trade will be more probable if you wait.
--Look for any of the colored lines (EXCEPT THE WL) to strike the green barrier line the YBR just left.  Wait for the candle to almost end.  Then place your buy trade if the YBR left the bottom green support line---or----place your sell trade if the YBR left the top green resistant line.
--When do you move your stop/loss?  When you see the WL strikes the green barrier line the YBR is headed to, or, when you are positive one pip.
--When do you exit an OOS trade?  When you see a different colored line (EXCEPT THE WL) strike the green barrier line the YBR is headed to---or, when you’ve gotten your pips.

--When should you exercise caution in an OOS?  When you see the YBR 75% or more away from the green barrier line it just left from---or-----when you see the YBR 25% or less away from the green barrier line it’s headed to.
Warning: WATCH OUT FOR “FILTERS”.  Filters are those Lightening Strike formations that warn you to NEVER enter a trade:

· When the PHZ diverges (or, moves rapidly away from the YBR and the RBRD) once the three lines have taken off from one of the green barrier lines.  The PHZ needs to really stay between the RBRD and the YBR for there to be a good 5SOE move.
· When the GRYL is together with the YBR at either of the green barrier lines.

· When the set-up for the 5SOE looks good---but the BSKY is with the YBR.

· When the set-up for the 5SOE looks good---but the YBR goes horizontal at the green barrier line for 4 or more candles---before it ever lifts off from the barrier line.

· When the set-up for the 5SOE looks good---but the WL reached the opposite barrier and elbowed at the same time the YBR takes off from its barrier line.

· When most of the lines are hanging around the 50% (0.0) line.

· When any of the YBR, RBRD or PHZ lines hang around the 0.0 line (the “50%” line), that’s another indication of consolidation.

· When the GML hits either of the……

--The “Driver” or, the “Tornado.”  This set-up is mostly caused by a major news event and/or when a market is just opening up (like, when the US market opens at 8:30am)----or when the market had been open for less than 2 hours.  A “driver” is when all seven lines are coming (or, have come) to an exact point on a green barrier line.  Some of these lines can be at a steep angle.  The steeper the angle, the longer and stronger the “driver”.  I’ve seen a powerful driver on the USD/JPY on August 3, 2007 (Freaky Friday’s Non-Farm Payroll)---it began at 0945 lasted a good hour and 15 minutes before the RBRD and the BSKY finally moved off the bottom green support line---followed by the GML.  It was a 99-pip move, but the “driver” became official by 30-35 pips down.
--Something to think about concerning the “driver”: there will be substantial pull-back on a second or third candle (a hammer if it’s a major sell move----a shooting star if it’s a major buying move); that is not an indication of a change in trend.  It is considered safe to enter into a “driver” after about the second or third candle.
--How do you know when a “driver” is at an end?  The RBRD (the weakest of the three strongest LS indicators) ---and another indicator--- lifts off from the barrier line.  A true driver will last at least an hour on a 15-minute LS chart.  If you wait until the YBR begins to lift off from the barrier line (the final indication that the “Driver” really IS over) you probably would have already lost a good amount of pips because the other LS preceded the YBR in lifting off from the barrier line.

--The very best “driver” is when you have a “driver” right after a 5SOE.  I saw this on August 1, 2007 from 1540 until 1640 on the AUS/USD.  It was an 86-pip move.
     The “driver” set-up can be risky to trade and volatile during the US session because you don’t know when the move will end.  The best set-up I’ve seen happened July 5, 2007.  It was when the GML, the GRYL and the BSKY hit a green barrier line first (the first wave---or, the first shoe) ---then they are followed by the PHZ, the RBRN and the YBR (the second wave---waiting for the other shoe to drop).  This set-up occurred after major RED USD news at about 9:30am and this moved lasted for well over an hour.
Trading the 5-minute LS—The Green Money Line rules.

1. Be in a 25-pip channel at best. If you’re about to trade the USD/JPY---be in a 30-pip channel. Check the trend of the 15-minute LS chart.  Make sure that the YBR is at least 25 to 50% committed on your 5-minute (and going in the same direction as the YBR of the 15-minute chart) before you trade. Trade with the 15-minute trend.

a. Be certain that the YBR, the RBRD and the PHZ are all at one of the green barrier lines.

2. When the YBR lifts off from the barrier line, ENTER YOUR TRADE.  Stop/losses: for the POUND/YEN=25 pips---for the GBP/USD=15pip---for the EUR/JPY=10 pips.
3. When you see the GML strike the opposite barrier line (or, the barrier line the GML is headed for) GET OUT OF YOUR TRADE!!
OOS trades on the 5-minute:

· Be in a 25-pip channel at best.  If you’re about to trade the USD/JPY---be in a 30 pip channel. Make sure that the YBR is at least past the 50% mark on the LS chart.
· Make sure that any of the LS (except the WL) had already struck and stuck to the barrier that’s opposite the direction the YBR is headed.
· When either the YBR, or the RBRD or the PHZ strikes the barrier line (that the YBR is headed for), GET OUT OF YOUR TRADE!!
Trading the 1-minute LS charts---the RBRD rules.

1. Be in a 20-pip channel at best. Check the trend of the 15-minute LS chart---and make certain that the trend of the 15-minute and 5-minute time frames are going in the same direction.  Trade WITH the trend on the 15-minute, making sure that the YBR is at least 25 to 50% committed on your 1-minute chart before you trade.

2. Follow the rest of the 5minute trade instructions.
Channel trading:
Use the 5-minute LS chart, preferably.  But the 15-minute could work, as well.

Then ensure that, at the very least, you have a 20-pip channel on your 5-minute LS chart.  The bigger the channel, the better this technique will work.
Here’s the easy method: When you see the GML cross the YBR, the direction of the pips will change direction.  ENTER YOUR TRADE.  The change in pip direction does not mean the overall trend has changed.

When do you exit your trade?  When any LS indicator (WL included) hits the barrier line that the new direction is headed to---or---when you have positive pips.  With this method, expect to snipe about 2-5 pips.  If you get about 10 pips before an indicator reaches the barrier line the new direction is headed, great, but get out.

--Warning: be sure that the GRYL isn’t with the YBR when you are checking the trends.
NEVER TRADE THE NEWS ANNOUNCEMENTS!!!  NEVER DEPEND ON NEWS ANNOUNCEMENTS!!  NEVER PLACE A TRADE BEFORE THE NEWS ANNOUNCEMENTS, ATTEMPTING TO ANTICIPATE THE CURRENCY’S MOVE—ESPECIALLY ON THE GBP.  If you can, only trade the retracement, but do not trade during the initial move.  The “big guys” (the millionaire traders) are merely reacting to the news announcements.  News announcements usually cause nothing more than a hiccup in the trend without necessarily changing the trend.  Simon Williamson told us, “The Market news is specifically designed to make you lose money,” as opposed to Lightening Strikes.  Simon also said that 99% of traders lose money when they trade the conventional way (sans Lightening Strikes).  Even Zoltan Voss of Forex Solution said that Freaky Friday (when Non-Farm Payroll News is announced on the first Friday of every month) ISN’T what it used to be.
THE PSYCHOLOGY OF LIGHTENING STRIKES:  I AM PAID TO WAIT FOR SAFE TRADES.  I AM PAID TO WAIT.  I don’t depend on Market News announcements.  I rely on the seven Lightening Strike indicators.  Since I look for safe trades, LS keeps me from over-trading, chasing trades and chasing candle movements.  I trust the indicators----not my preferred bias.  If no safe trade sets up, I do not place a trade, pure and simple.
August 1, 2007

1. At about 0950, I saw on the USD/JPY all the LS pointing down, though they were spread apart.  The YBR had already left the resistance barrier line about 20 ago.  I checked the Forex Factory’s news.  There were five pieces of US news at 1000---one was red bad news, one was orange bad news, three were yellow news.  On the first yellow news, it was projected to be good news.  The second news was uncertain one way or the other and the third yellow news didn’t even have a time as to when it was coming out.  I was uncertain about the yellow news, so I decided to go by the red and orange news.  If the news was bad then the currency would go down---as it was already doing.  I placed a sell trade at 0958.  That was a bad idea: as soon as I placed the trade the currency immediately turned into a buy.  I was hoping that the currency would turn into a sell by a couple minutes after 1000 but that never happened: the currency kept going up and up, and I lost 30 pips (because I kept hoping it would turn around).  THEN----it turned around and did a fast retracement.  I even knew how far the retracement would be because I drew a Fibonacci.  But I was afraid to place a sell trade during the retracement because I told myself that if I did that, the currency would turn around again and become a buy again, but that never happened.  In the end, the currency returned to a sell trend.

Lesson learned:  Never, ever, ever, ever, ever place a trade on the news minutes before the news breaks out (is released).  Never ever, ever, ever, ever trade on the news during the first few minutes.  The reason is because the news interrupts the trend.  Track the news event with the LS.  If the news move is a fast one, hurry up and draw a Fibonacci to track the retracement.  If you have the courage, only place a trade on the retracement of the news.

2. At about 1540, I opened my LS station and noticed that the AUS/USD had already had a 5SEO that began at about 1510.  So far the currency had gone up (a buy) for about 25 pips.  I was not happy about missing that because J.C. and I were cleaning the house.  So my next intent was to wait for the bounce trade.  But while waiting for the bounce trade, I noticed that the currency kept going up, and kept going up---seeing all seven LS repeatedly hitting the top resistance barrier line---and hitting the barrier line at a certain point.  It wasn’t until the currency had gone up ANOTHER 25 pips that I realized that I was looking at a “driver”.  I then remembered Jimmie Fox telling me that the best time to be in a driver was right after a 5SOE.  Well, that’s exactly what happened.  But instead of placing a buy trade, I told myself that if I placed such a trade, the currency would turn around on me and become a sell trade.  So, I did nothing---except watch the currency go up and up.  When the WL finally touched the bottom green support barrier line, I thought this was the bounce trade that I was waiting for.  I waited for the candle to close before placing a buy trade.  Instead, the currency went into a sell and I lost 15 pips.  Afraid that the currency was going to sell more, I closed the trade.  Then the trade turned around on me and turned into a buy again----going up about 30 pips (making up the 15 pips I lost).  Though the PHZ had moved away from the YBR and the RBRD some (which had be thinking that we were about to go into a consolidation) I noted that the YBR never moved from the resistance line the entire time.  Then I watched the currency go up another 25 pips---despite the PHZ diversion.  In other words, I spent the next 35-40 minutes watching an additional 59-pip bullish (buy) move get away from me.  I was so mad at myself.
Lesson learned:  I was never in a bounce trade to begin with.  What I was supposed to do was wait until the YBR had left the top resistance line and had gone a little ways south----indicating the beginning of a sell trend.  Then, once the YBR was selling, wait for the WL (or other LS) to strike the top resistance barrier line and place a sell trade.
Another lesson learned:  I got out of my buy trade too soon, because I didn’t discern that the “driver” had not completely finished.

August 2, 2007
A 5SOE was setting up on the USD/JPY at about 0800.  The RBRD had hit the green resistant barrier line twice after 0830---like it was supposed to do for a 5SOE.  After that happened, I saw the RBRD and PHZ leave the resistance barrier line—even though the YBR had barely begun to curve.  I placed a sell trade.  About 40 minutes later, I had to close the trade with -10 pips.  I was not fuming mad at myself, but I was disappointed with myself.
Lesson learned:  I had placed the sell trade too soon because I didn’t wait for the YBR to really take off from the resistance lines.  I realized that I placed the sell trade too soon because two filters developed in the 40-minute period:
   a. The YBR remained at the res. Support line for 4 candles.

   b. The PHZ had moved away from the RBRD and the YBR within that 40-minute time period.

Both of these filters indicated that consolidation was pending, and that’s what happened.

August 3, 2007

Obviously, there was a driver on the USD/JPY that began about 0945---on Freaky Friday.  All LS came to a point on the bottom green support barrier line, like they were supposed to.  I saw that the YBR, the RBRD, the GML and the PHZ were still at a point on the barrier though I saw the WL, the BSKY and the GRYL teeter-totter of and on the barrier line.  During the pull back I got scared that the sell trended had ended, so I placed a buy trade in.  It turned out to be a 99-pip sell move that lasted about an hour and 20 minutes, I lost about 20-22 pips on the buy trade.
Lesson learned: Just because there was pull back on a “driver” didn’t mean the powerful move ended and the trend had changed.  None of the YRB, RBRD, and PHZ lines moved away from the barrier line throughout the entire sell trend.  When I saw the RBRD and the BSKY and maybe the PHZ and the GML lift off from the barrier line---then I knew the “driver” move was over.
August 6, 2007
I was looking at the GBP/USD currency.  Then I checked the chart on Royal Trader.  I noticed that the currency seemed to be headed back (buying back) toward the 21 SMA.  The 21 SMA isn’t part of the LS system.  So I placed a buy trade at 0952.  As soon as I did that, the currency turned around and became a sell trade.  I lost 23 pips in the hopes that the currency would turn back into a buy but it didn’t.  So I closed the trade.  Then, by 1015 the currency became a buy and went up to meet the 21 SMA; by that time I lost 23 pips.  I was not happy with myself.
Lesson learned: Quit placing trades on the GBP/USD currency before 1000, regardless of what the SMA is telling you.  Stick with the LS and follow the rules.  This was the 2nd time I placed a trade on this currency before 1000---and this was the 2nd time I got burnt doing so. 
On the EUR/USD the currency appeared to be forming into a selling “driver.”  The currency had been in consolidation for some time after 0800---because the PHZ was away from the RBRD and the YBR.  By the time I noticed this move, the currency had already been selling for nearly 30 pips.  The WL, the BSKY, the GML and the GRYL were at the bottom green support barrier line along with the YBR, the RBRD.  The PHZ took a while to get to the bottom green support barrier line.  When that happened it looked like a selling “driver”.  After I placed in my sell trade, the LS changed immediately: the BSKY, WL, and the GML left the barrier line first, followed by the RBRD.  I closed the trade with negative 7 pips.  And then the PHZ left the support barrier line.
Lesson learned: There was never any real set-up for a “driver” because the PHZ wasn’t with the RBRD and the YBR when those two lines dropped to the support barrier line.
I had some good trades now and then (making between 5 to 7 pips a piece).

My most successful trade was at around 1530 on the USD/JPY.  I made 21 pips on a buying “driver.”
August 7, 2007
I entered a sell trade on the USD/JPY because it looked like a “driver.”  And I lost about 18 pips, hoping it would turn around.

Lesson learned:  It was a “driver” but I had gotten in near the end of the move; that’s when the “driver” started to reverse on me.  Plus this driver occurred at 1530, with red US news.  The news caused the driver to suddenly appear, then disappear.

August 8, 2007
It wasn’t a good morning.  The GBP/USD threw me for a loop.  First, it was a “driver”, then it wasn’t, then it was a “driver” again, then it wasn’t.  From 2am until about 1030am, the currency did a total of 238 pips.

This same thing happened on the EUR/USD: from about 2am until 0945 the EUR moved up about 94 pips.

Both of these currencies had A LOT of pull-back at times, making me think that the driver was coming to an end---and I’d place my sell trades at that time.  But then, the currency would turn right around and go back up again, causing me to lose pips……and a lot of them, because I didn’t get out sooner.  Though I’d gain 2, 3, 9 and 10 pips----I was losing 8, 17, 22, and 12 pips as well.  The pull backs on these “drivers” were very deceiving.
Then there was YELLOW Market New on the USD at 10 and 1030: there seemed to be bad news for the dollar.  I looked at the USD/JPY currency.  The trend was down, with the YBR just past the 50% line.  I placed in a sell trade on the JPY before the news broke out at 1000.  Starting around 0953 the currency went up instead of down.  I didn’t get out, hoping that the news would turn the currency around.  Instead the news was good for the dollar and I lost about 22 pips.  I made up about 9 of those pips in the currency’s retracement, but then the currency turned into a “driver” on the way up again.  I looked at the EUR/USD and the GBP/USD, noting that the currencies were heading down a little. 

Lesson learned: For one thing I must have misinterpreted the US news.  The news was good news instead of bad news.  Another mistake: I placed a trade because of the news, when the news hadn’t even announced yet.  I must wait.

As for the “drivers” on the EUR and GBP, I entered trades (countering the trend) at a time I didn’t know the “drivers” would end.  I was not able to discern (watching the lines curve and head away from the barrier line) when the “drivers” merely had pull-backs and when the “drivers” were over.  I thought that when the RBRD with another indicator lifted off from the barrier line, the “driver” was over----only for the currency to turn around and go back into a “driver”.  One thing I noted during the GBP and EUR “drivers”: despite pull-back, the PHZ only curved a little, but it never lifted off from the barrier line.
August 9, 2007
Today was a good day, a great day.  After praying and trusting that the Lord would direct me to some good trades, it happened:  I made only four trades----and all the trades were positive.  I made a total of 19 pips.
Lesson learned: Trust in the Lord.  Acknowledge Him and He will direct your paths.  I acknowledged to the Lord, “Yes, I can trade without You, but I can’t seem to trade WELL without You.”

Another lesson learned: quit trying to get those big 15-35 pips moves.  Go for 3-to-6-pips-at-a-time trades.  They will add up when I don’t get greedy and impatient.
Another lesson learned: there’s seems to be a big move on the BSKY with the GML.  If it’s headed in a direction fast----followed by the PHZ (fast!), it’s a good move----if I see it in time.  On the 15-minute LS chart, this move lasted about 30 minutes, give or take.  And there was no Market News.
August 10, 2007
Today I did really well on trading.  I accumulated (subtracting the negative trades) 21 pips.  Then, I lost 12 of them because I over-traded.  I got greedy, wanting to trade every movement that appeared safe.  I was positive 8 pips for the day.

Box Trading
RULE# 1: NEVER TRADE WITHIN THE BOX---or, BETWEEN THE HIGH AND THE LOW OF THE 5pm-2am boundaries.  Wait until the move is headed for either +39 or -39 Fibonacci numbers.

1. When the trade has reached the entry level, place your trade until the trade has reached the next Fibonacci level.  When the trade has reached the next Fibonacci level---PREPARE FOR PULL-BACK, OR RETRACEMENT!!  PLACE A TRADE GOING IN THE OPPOSITE DIRECTION DURING THIS PULL-BACK.  YOU MAY BE ABLE TO GET ABOUT A 15-25 pip TRADE DURING THE PULL-BACK RETRACEMENT.
2. Watch your one minute chart to know when a move has ended.  On the 1-minute, the three main lines are the YBR, the RBRD and the PHZ.  When two of the three lines reach the opposite barrier, that move is over----GET OUT OF THAT TRADE.

3. Box Trading does not occur on Sunday evenings at about 6pm, when the markets open again.

Watch the Hourly Lightning Strikes for an OOS set-up.  This OOS set-up signals a huge move, lasting for hours.
There’s one flaw to the LS, concerning a currency has a big move in one direction: you have no idea whether or not the huge move is a continuation---therefore, you have no idea when the huge move will end----based on the LS.  You see the currency stall (or consolidate) and even back up some.  Then the next thing you know, the currency has resumed its course in the original direction.  In that instance, LS gives you no indication that the huge move would continue for another 50-75 pips-----after it had just gone, say 80-100--120pips.  This happened with the GBP/USD on Thursday, January 24, 2008.  There was red news for the USD concerning housing and unemployment.  It turned out that the GBP/USD currency pair went up----ALL DAY----for 8:30am until 5:00pm!!!  The total bullish move was about 250 pips.  I had never seen the GBP/USD do that before until then----and take ALL DAY to do it.
Now here’s one indication that you are in a continuation move:

How to know you are still in a continuation in a huge move:

Keep your 15-minute LS open and check.  Your hourly LS may also be good to keep an eye on.


Keep an eye on your Slow Stochastic indicator and compare it to the 15-minute LS.  Say that your huge move is bullish.  If the LS are at their top barrier and they start to turn (an indication that the currency is getting ready to sell)----but you see the Stochastic at the bottom of its barrier at the same time---do not put in sell trade.  The bullish move isn’t over.

Say that your huge move is bearish.  If the LS are at the bottom of their green barrier line and they start to turn (and indication that the currency is getting ready to buy) -------but you see the Stochastic at the tope of its barrier at the same time----do not put in a buy trade.  The bearish move isn’t over.
Another indication of continuation: Look at your 21 and 50 SMA lines.  If you see them practically parallel, that’s a sign that the currency is not about to turn (for a reversal), regardless of consolidation.  See below:






Huge Bull Move

Huge Bear Move
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How to know when your huge continuation move is over:


Consolidation will more than likely occur first.

After that, the move is pretty well done when a candle closes below the 50 SMA (if the currency was buying—hawkish----bullish), and when a candle closes above the 50 SMA (if the currency was selling---dove-ish-----bearish).  Look at your 5-minute trading charts too for a closer look.
Prepare for Channels/consolidation the next day after a currency had been moving in a direction all day on the previous day.
WARNING:
Draw a Fibonacci from the start of a huge move to its finish.  The currency pair will consolidate first (also call “correction”)---then it will pull back, or retrace some.  If the currency DOES NOT go below the 23.6% retracement by 0200 ----it’s an indication that the currency will turn right around and continue on its original path the next day.

TRADING THE LONDON OPEN WHILE DEALING WITH US SESSION SNOOZING
I saw this on Friday, May 16, 2008.

To the Morning Traders:
Trading the News. 
On the live Web Seminar today we set a trade on the Euro and Pound to work the Momentum of the US Retail Sales numbers. The short Cable trade broke and followed the Trade Alert numbers. It was a good lesson in setting numbers, monitoring the action and then letting the market come to you. Trading the News momentum needs a Plan, is not to be done without a Plan, and has to be very well prepared. Better to trade the Momentum rather than the Moment, give the charts time to absorb the moves, find a price-point, and then go.

Trading The US Futures Moves. 
Whilst broadcasting, the US Futures numbers leaped higher and sent the Yen cross pairs on a move upwards, but we warned that getting involved ahead of the first 30 minutes of US trade was a gamble- Better to wait until the US equity High and Low have been set at 10:00 EDT, and then trade a break of either of those numbers with the strongest of the Yen crosses.

Times To Place Resting/Limit/Pending Orders- 23:00-06:00 EDT. 
If the US markets trade flat from 14:00 EDT and Asian markets open slowly, then do not expect too much volatility at the London Open (02:00 EDT). 

If there has been 50-60 Pips of movement in the US markets from 14:00 EDT then expect to see European Futures traders push back on that move at 02:00 EDT, get themselves re-aligned, and then move back in the original direction.

If at 19:00 EDT your potential trade that you are considering taking is within 25 pips of getting hit, look to wait until 23:00 EDT to put it on (after the afternoon Tokyo session starts). That will stop you from getting picked up and stopped in the 19:00 - 23:00 EDT time-frame that offers little other than knee-jerk trades.

If your trades are not picked up by around 06:00 EDT look to take them off until the US Futures traders have re-aligned their positions. If you are in profit at these times look to lock that profit in. The pattern of trade in the US is that the Futures traders reverse the direction that came from Europe, and then fall asleep at the wheel. Do not expect much at all out of the US session past 10:00 EDT, outside of the Yen Cross pairs the following US equities. US session trading = zzzzzzzzzzzz.

If you are a longer-term trader with big targets, and therefore fairly big stops, this may not be as important to you, your plan will allow for swings in price. However getting zoned in on these patterns of trade will help in negating those trades that pick you up and then just drift sideways, and worse still, spike and hit the stop, reverse and carry on!


Tony

TheLFB Team

The new LFB Website will be launched very soon, it is going out for Beta Testing this week, and hopefully will be live by Wednesday of next week. Last chance to get grandfathered in at the current rates, why not give the subscription a go at the lower rate and lock that rate in? 

You will get- Live Broadcasts, Educational News, Members Chart set-ups, Major pair Trading Plans, Educational Trade Alerts, High-end Networking, Trade Team access, Video Tips and Tricks archives, Traders 'my-space/face book' area, Member's Economic Articles, three Session Updates a day. 

Testimonials http://www.thelfb.com/services/testimonials/ 

Subscription details http://www.thelfb.com/services

Pop in, have a chat, see what you think, and give us a chance to impress. 
__________________
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