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1. Terms of reference
This is as comprehensive a document outlining my trading system/methodology that combine to form my tactical approach to the market as I have ever committed to paper. It is written in a conversational style for ease of reading.

The aim of this document accompanied by the indicators and chart templates and some time familiarising yourself with the trading system/methodology, is to allow you to use it as a' template ' to consistently profitable gains in any liquid market, albeit unspectacularly. 

Remember that your first task as a trader is to preserve capital, then grow that capital, and become a better trader through it. 

Consistency is the key to longevity in any market. The amateurs spend all their time chasing pips using the latest indicator or EA, whilst the professionals consistently dip in and out of the market taking their money when a confluence of reasons line up that suggest a high probability trading opportunity.

Consistent high probability low risk entry points to the market are essential not least in minimising the moral-sapping losing runs associated with some trading systems/methodologies.

Welcome to my way of trading.
2. General introduction:
I used to trade a trend following system with a 5min trigger utilising the Elliot Wave Number, Trend and Oscillator which then were proprietary indicators to the Marketscope charting plug in on the Fxcm platform.  Like all trend following systems it did well in a trend and not so well in a range, so I had to suffer some drawdown from time to time, and not having a very high risk tolerance meant that I lowered the leverage I used to trade, which of course affected the return. 

It wasn't just the drawdown that made me look to develop a more efficient system that could cope with rangy and trending days, but moreover it was the fact that on most days I had to sit for long hours waiting for maybe 2 signals at best, and I really wanted to minimise the time I had to be in front of the screens whilst achieving the same return or better.

What I also realised was that using a mechanical trigger and entirely arbitrary stop and targets took no account of the intraday conditions of the market. In developing an alternative system I sought to address this with a more intelligent stop placement method, and target setting regime that was achievable, and based on the likely moves in the market as opposed to what I had arbitrarily set my target at.

Developing my present system/methodology took the best part of 1yr in the live market (not back tested and not optimised) and of course I have refined it since, as I have been trading it live.  One of the early problems I found with it is that unlike the ' definite ' trigger of the trend following system, it's signals could be  open to interpretation, so the main focus of the refinement has been to make the entries absolutely clear and rule based.

Trading with an edge is no more than playing the probabilities. I.e.: if we have an edge (s) that we know will produce a gain in 75%+ of the times that it sets-up when we must trade the edge (s) every time it sets up and allow probabilities to work and produce that gain for us over any given sample of trades.  We do not and cannot know in advance, at our small level of trading, relative to the size of this forex market, which trades set-ups will win and which will lose. All we know is that if we trade the set-up (s) consistently each time it occurs, we will realise a gain over any given sample of trades. I cannot stress this point enough.

3. Introduction to the trading system/methodology 
This  trading system/methodology analyses price in 3 time frames.  The immediate / trigger, the intermediate, and the longer time frame.

I have chosen to use the 1min, 5min and 30min. The 1min chart is a very noisy chart but it can give a good number of trading opportunities each day. The aim was to filter out the noise and find high probability entry points into the market at swing points that may or may not coincide with swing points on the intermediate and longer time frame charts.  I.e.: intraday swing points. Of course if these swing points coincide with swing points that can be identified on charts extending 1hr+ so much the better in terms of potential targets. (I will cover this later in this document.)  This underpinning methodology borrows heavily and is the obvious evolutionary step from that favoured by Alex Elder (Come into my trading room etc...) who looks for set-ups on the intermediate in the direction of the loner time frame, with entry fine tuned/timed on the immediate/trigger time frame chart.

[Incidentally this Trading system/methodology can be used on longer time frames such as 1hr/4hr/daily to give a position trading system or indeed 4hr/daily/weekly, or daily/weekly/monthly for longer time frame trading.]

I identified a combination of technical indicators some widely available and some custom built, that when combined in a certain way would clearly highlight that a favourable outcome was more likely than not over any given sample of set-ups, at areas of support and resistance.

Before I cover the chart set-ups and indicators used, let me first talk a little about the methodology behind their use.

This can be neatly categorised into what I call the 4 cornerstones of a trade set-up, as under;

1. Support/Resistance.  All markets have levels within them where market participants adjudge support/resistance to be. Forex is a 24hr market without a centralised exchange so on the traditional methods of support/resistance calculus it can be problematic.  Support/resistance can be provided by a variety of reasons, from Fib retracement / extensions (expansions)  to Daily/Weekly S/R pivots, Trend Lines,  previous High's and Low's and/or reported bids/offers in your broker's third party news feed. In essence what we look for are the areas that the market may consider will offer support/resistance and preferably where these different reasons meet. I.e. a ' cluster ' area of support / resistance, where most market participants are likely to react.

Effectively I am looking for confirming technical set-ups (i.e. the edge) at areas of:

Support/Resistance/Support becomes Resistance (SBR)/ Resistance becomes Support (RBS)

We are looking to identify on an intraday basis the areas in the market where most participants are likely to act. Once these areas have been identified, we then look for a technical set-up (an edge) at these areas.  These are areas of support and resistance. The first thing we look to do is to identify these areas in the dynamic market, and as price moves..... To keep abreast of these areas.

Market participants use many different measurements of support/resistance from fib retracements and expansions, to standard/floor pivots, camarilla pivots, previous highs and lows etc....It follows therefore that if for e.g. a reversal set-up presents itself at a level that encompasses for e.g. Daily R1/Dly FR2/Dly H3/offers/fib...i.e.: a cluster of resistance, then more market participants are likely to react than if say there was just Daily R1 pivot.

If the intraday trend is strong and particularly if it is coexistent with the overall price action trend on the longer time frames, always favour re-entries, particularly at areas of RBS/SBR. A market will generally go further than you think. Keep a check on the average daily range of your trading instrument and when price has exceeded it...remember that the accepted normal trading range is S1-R1 and anything out of that is considered to be trending intraday, Camarilla being H3/L3 and breaks of those targets H4/L4 , breaks of the latter targeting H5/L5. The camarilla equation/methodology says that if price opens in-between H3 and L3 then those areas are likely to provide Supp/Res.

Of course the more extended price is, particularly if above the average daily range, the more chance there will be of a trade-able pull back or reversal. (A potential reversal set-up for us.)

2. Deviation/Extreme Deviation in price.  There are many measures of volatility in the market place and it is the underlying volatility that moves price. Bollinger bands are a measure of volatility being a hi and lo band plotted around 2 standard deviations of a moving average. When a market is trending it is always deviated from it's average/moving average, and it follows therefore that when a market becomes extremely deviated from it's average/moving average then a pull back can be expected toward it's average/moving average.  Think of the middle line of the Bollinger band as a piece of elastic that when it reaches it's maximum point of elasticity is likely to snap back.  The default 20period, 2 standard deviations setting of Bollinger bands contains 90-95% of price action within it so if price exceeds it's upper and lower ranges a 'snap back' can be expected at some point.  This on it's own is not a good enough reason to trade but it is the combination of Bollinger bands and the pattern they form that tell us that price is at a level of deviation/extreme deviation.

3. Oscillator Divergence from price/Oscillator Extreme readings.  Most technical indicators look back to calculate their present value and as such are 'lagging indicators.' The only way to use a lagging indicator as a potentially leading/predictive indicator is when it diverges from the price action.  It is oscillator divergence both hidden/reverse and regular that forms the third cornerstone of this trading model.

There are different patterns of oscillator divergence, some stronger than others, and they are broadly classed in descending order of their strength as:

i.  a.  Regular immediate (separate peak/valley)

    b.  Regular Hidden (sometimes called reverse divergence.)

I.e.: using a Short trend as an example, price is making lower lows but the oscillator makes a separate valley higher low than its previous valley.  In the case of Regular Hidden/Reverse divergence price is making lower lows and lower highs in this example downtrend, but on the occasion of a pull back / retracement long it causes the oscillator to make a higher peak than the previous peak it was caused to make on a pull back / retracement whilst price was at a higher level.

ii. Regular immediate (same peak/valley) this is exactly the same as the above explanation except that the divergence is clearly visible in the same peak/valley of the oscillator. I.e. it has not crossed the zero line to form a new peak or valley.

iii. Regular sequential.  This occurs when the divergence in the oscillator between peaks/valleys  are separated by other peaks/valleys that may not show divergence with the present one being created by the immediate price action.

Although this at first glance may appear complicated it really isn't and this trading model identifies very clearly the strongest patterns of divergence that when combined with the 3 other 'cornerstones' offer the highest probability set-ups.

Generally speaking regular immediate / sequential divergence is used as part of a set-up that is reversing against at least 2 time frame trends, whereas hidden divergence helps to highlight re-entries back into a prevailing trend.  This distinction is very important.

[There are 2 other divergence phenomenon; that of ‘over/under divergence’ and ‘see-saw’ divergence.  The former is fairly widely known, but the latter is a proprietary phenomenon that assists with highlighting high probability entry points.]

Oscillator extreme readings suggest overbought or oversold conditions on any chart, but we know that when a market is trending these oscillator readings will stay at overbought or oversold levels. Oscillator extreme readings only become valid at areas of support/resistance.

4. Price action. Price is the most efficient indicator upon which all of the above are calculated. When we see a trading set-up that has in place 1-3 above we need one more confirmation to trade,…. that of price action itself. (the purest and most efficient indicator from which all other indicators are calculated.) We use candlesticks as our price action indicator and certain candlestick patterns give us the confirmation we need to trade when 1-3 above are in place.

These 4 cornerstones must be 'set-up'  to consider entering the market, and as mentioned before, it is the combination of these factors highlighted by a proprietary combination of technical indicators that give rise to high probability trading opportunities a areas of support/resistance/sbr/rbs.

There is a further very important consideration:  understanding where the trend is on each time frame.

Trend can be sub-divided into the immediate price action trend (IPA) and overall price action trend (OPA)  on each time frame.

I use a specific proprietary method to determine what the immediate price action [IPA} trend is on each time frame, it is shown by the  IPA trend dots indicator This indicator shows which way the 12/26/9 setting macd signal line is pointing and it's proximity to the ma line , whether it be above or below it.

The overall price action trend can be measured by the successive obvious swing highs and swing lows on each time frame.  (ie  higher highs, higher lows = overall up trend,  lower lows, lower highs = overall down trend, ( higher lows & lower highs,  or lower highs and higher lows= consolidation/congestion.. ranging conditions, and of course, taking an uptrend as the example a lower high followed by a lower low than the last swing high/swing low in the uptrend, suggests a reversal in trend is possible in the overall price action trend.) It is understanding where the trend is on each time frame that allows us to decide which type of trade set-up is appropriate/favoured in prevailing technical/trend conditions and where perhaps it carries more risk.

Trend is at it's strongest when the IPA trend is moving with the OPA trend. Any discrepancy in this indicates a pull back in trend or a generally rangy market.
How do we know a market is going to trend? We don't! We trade strongly trending instruments both intraday and overall, and we can make the working assumption that the instruments are likely to trend.
The more time frames that are trending ...the stronger the trend...

Forex markets tend to trend very well overall and intraday ,…reacting to both the prevailing fundamental environment as well as intraday economic data etc.  There is growing evidence too that there are purely technical moves too. The growth of technical analysis spurred by huge advances in computing technology in the last 20years, has resulted in it becoming a 'self fulfilling' aalysis tool, to some extent.

4.  The Chart set-ups

The charts I use are as follows, and these are the template names too,

1min main chart

5min main chart

30min main chart

These are the main charts in this triple time frame methodology...the 1min being the trigger, 5min the intermediatte time frame, and 30min the longer time frame chart.

And I have in view for occassional refererence

15min main chart

1hr main chart

4hr main chart 

Daily chart, Weekly chart and monthly chart.

These charts above house the oscillators I use as well as the pivots, and supp/res channels. 

Bollinger bands (all set on 2 standard deviations.) 

10 period (aqua)

20 period (white

40 period (pink)

60 period (lime)

The 1min main chart also houses the digistoch data window as well as the ipa trend dots indicator for quick referencing the ipa trend on 5/15 30/1hr and 4hr/Daily. It houses the ultimate pivots indicator which shows the main intraday pivots.

The 5min main chart houses the weekly pivots as well as the the fib retraces and extensions of the previous day's trading range.

The 30min main chart houses the Wkly/Mthly ipa trend dots.

In addition to the 'main charts' on the 1 5 and 15min time frames I have the 1 5 and 15min 'small' charts which sit to the right of those charts are are 1/3rd the size of the main chart. These house confirming indicators of fib tunnel, fib channel and donchian channel as well as the 2 main supp/res channels present on the main charts. Essentially these charts give further confirmation for reversal set-ups in particular when these tunnels/channels are breeched, suggesting overbought/oversold conditions on the particular time frame.

ie: 

The 1min  5min and 15min small charts all have custom settings for their fib tunnels  and the extreme fib tunnel on each is red.  On 1 and 5min there is also another setting of fib tunnels with a thick red line .... These represent the very extreme overbought/oversold areas.

The fib channels are straight lines and are coloured as follows

0.618 yellow

0.764 aqua

The yellow fib channel is the main fib channel.

When price is in an extended overbought/oversold area on each chart the price can exceed the fibchannels. When the fib channels come inside the fib tunnels this too can be a good confirmer of a Reversal set-up. 

NB: The 61.8 and extreme 161.8 support/resistance channels are also on the 1/5/15min overlap charts and again when these channels come inside the fib tunnels this too can be a good confirmer of a potential pullback/reversal set-up.
The close of a reversal candle outside the 20bol in well diverged 4 bol flip (10/20/40/60bols) is a good sign of extreme deviation... i.e. o/b or o/s conditions.

There are a couple of other templates that allow me to check the average Daily/Wkly and Mthly ranges as well as the Daily pivots. 

5.  Trade set-ups.
The set-up entry rules
Before I discuss the technical set-ups, let's remind ourselves of what it is we are trying to achieve through this trading system/methodology:
The aim is to find sufficient high probability market entries so that over a sample of trades we realise a gain. By utilising the noisy 1min chart as our trigger chart, we aim to filter out the noise and find swing points that may or may not coincide with likely swing points on the 5min chart+ at areas of Supp/Res/SBR/RBS. The swing point set-ups at these areas are identified by repeating patterns caused by the combination of technical indicators in use.
All we know about our set-ups is that historically over a large sample they have repeated themselves. When we click the mouse to enter the market when one of the set-ups presents itself and we are satisfied all rules/conditions are in place to make it a high probability set-up...we cannot know what will happen next...no one can (except maybe some one with a $2trillion order to place, Lol.) Because we do not know ....we must not get hung up on the result...it is a statistical occurrence in our sample of set-ups that meet the rules/criteria/conditions for entry...that is all.
The hardest part of using this trading system/methodology is remembering the exact set-ups you are looking for and the optimum market/chart conditions under which they offer the highest probability of success (i.e.: the application rules).

In trying to gain the largest intraday sample of trade-sets up, there is a payoff in using the ‘ noisy ‘ 1min chart, and that is having sufficient knowledge of how to filter out the noise. This inevitably involves technical set-ups and rules for their highest probability application.

If you become successful with this model/methodology, tell people you have an 80%+ strike rate, and then tell them you consistently return the equivalent of +1% /day on account, and when they’ve stopped laughing, tell them you do it on a 1min trigger!!!

Ok lets discuss the particular technical set-ups now and incorporate these application rules, that seek to limit our use of the setups to the optimum conditions under which they offer the greatest probability of a favourable outcome.  Discussed too are the exceptions, i.e. any market/chart conditions  that threaten the probability of a favourable outcome, or any supporting/confirming technical conditions that allow for a marginal set-up.
Starting with Trend Re-entry set-ups.
Reentry type 1
10/20 bol flip, at which time osma and macd show clear regular immediate hidden divergence at an identifiable area of sbr/rbs.
Reentry type 2
10/20 bol flip at which time macd shows clear hidden divergence and osma that showed it first before the macd or 2 bol flip set up, now shows divergence in the same peak/valley, at an area of subr/rbs
Reentry type 3
Osma shows clear hidden divergence at a level of 0.0003 / -0.0003 or greater, macd showing clear hidden divergence too at this time. Price can come off a 2 bol flip (10/20)  or indeed just the 10 bol, at an area of sbr/rbs.
Nb: This Re-entry set-up mostly follows a Reversal Extreme... particularly in a fast moving market.
Reentry type 4
Clear hidden divergence in both osma and macd coming off the 10 bol , the retrace leading to the Re-entry set-up that does not not cause any of the5min+ IPA dots to change colour, at an area of sbr/rbs.
Nb: This Re-entry set-up mostly occurs in strongly trending markets, and the retraces tha give rise to it's set-up are generally shallow.

Ok so those are the technical set-up-rules. Now, the application rules below will assist you in ensuring that you trade only those set-ups that present themselves in the highest probability technical conditions:

In general the more time frames that are trending ...the stronger the trend...and for a re-entry to trend whether it be a 1min re-entry or a 5min re-entry timed as a 1min reversal, a trend has to be present to re-enter, i.e. the optimum conditions as indicated by our trend measurements, are  incorporated into the application rules detailed below:
a. The IPA dots have to be good on at least the next 2 time frames, so a 1min Re-entry has to see the IPA  trend dots for 5 and 30min good, with the 5min showing that the macd line cross is still good even if the pointing dot has turned the opposite colour.
b. The OPA trend has to be showing that the trend is present on at least the next time frame. A 1min Re-entry for e.g. would have to see the 5min in a down-trend have made lower swing lows and lower swing highs, before the retrace that has caused the Re-entry set-up opportunity. 

If the 5min (or next time frame...30min if a 5min Reentry) has made a lower swing low and lower swing high as in this down-trend example,  but the session low has not been exceeded, then we are arguably still trapped in the 5min intraday range, and the rule of thumb here is 
i. Are there clear reversal set-ups above/below on the 30min+ indicating the trend is likely to continue? 
ii. Look at the candles on 15min+ are there good continuation/thrust/engulfing candles indicating too that trend is likely to continue?

if either of these conditions is met then the trade set-up can be traded.
c. For each Re-entry set-up There should exist an obvious and identifiable area of  SBR or RBS  i.e. areas that have caused a clear support or resistance reaction on the way up/down and now may cause an opposite reaction from the other side.

Exceptions:
The exceptions to re-entering a trend are
a. When the optimum trend conditions do not exist as described in the application rules above. This occurrence leaves the  technical set-ups with a lower probability of success.  
b. When the Re-entry set-up is opposed by a clear 5min+ Reversal set-up, indicating that a swing point may have been observed, or at least a deeper pull back that may threaten the chance of success of a Re-entry to trend set-up.  (i.e. The old adage ‘ A trend is your friend..till the end..when it bends,’ applies.  Of course if the trend really is your friend, ..you need to get out more often, Lol.)
In these situations, await a 1min Reversal with a 5min Re-entry set-up to confirm,  at a known/identifiable area of SBR / RBS that follows a depper pull back in trend.
The rule of thumb is don't use a 1min Re-entry set-up against a clear 5min+ Reversal set-up and similarly don't try and use a 5min Re-entry set-up (timed as a 1min Reversal) against a 30min+ Reversal set-up.
Reversal/ Against trend set-ups:
Reversal set-ups seek to identify intraday swing points that may or may not coincide with swing points on the longer time frames. Reversal set-ups can identify  ’out and out’ reversals or merely trade-able pull backs in a trend.  

Of course on very strongly trending days, particularly when the intraday trend is coexistent the longer time frames trend, you should always favour re-entries as even a 1min Reversal with a 5min Reversal confirmation can represent just a deeper pull back in the trend.
The rule of thumb is that the stronger the trend, the stronger the area of Supp/Res (a cluster) you should seek to identify a set-up at, with at least a 5min confirming Reversal set-up.
There are 4 Reversal set-ups; Reversal types A,B,C and Extreme and the sequential (seq) versions of these.
Seq  refers only to the pattern of divergence being regular sequential as opposed to regular immediate. As we know regular immediate divergence is proven to be stronger over any extended sample.
**Unless there were strong mitigating/supporting factors I would not use a Reversal sequential set-up that was confirmed by a 5min Reversal sequential set-up, preferring instead for at least one of the set-ups.. either the 1min trigger or the confirming 5min set-up to be with regular immediate divergence. 

Such mitigating/supporting factors may include a very strong cluster area of Support / Resistance and/or a clear confirming Reversal set-up on the 30min+ and/or cnfimrmation on the 'small' charts.
Remember the main confirming factor for a Reversal / Against trend set-up  is the regular immediate/sequential separate peak/valley osma divergence from price. (Regular immediate divergence preferred.)

Here are the reversal set-ups:
Reversal type A
A clearly identifiable area of Support or Resistance (cluster better.)
A 4 bol flip (10/20/40/60) 
Clear regular immediate/sequential seperate peak/valley osma divergence
Clear same/seperate peak/valley regular immediate/sequential macd divergence.
Price to be involved with the support/resistance channels on trigger chart at least.
A confirming reversal candle.
Reversal type A (ii)
As above except there exists a 3 bol flip (10/20/40) inside the 60 bol.
Reversal type B
As above except at the time of the 4 bol flip there does not exist the divergence as described ...so await;
the 10 bol comes inside both the 20 and 40 and price makes a higher /equal high/low than at the time of the original 4 bol flip and then the divergence sets -up as described and price ' comes off ' the 40 bol. (the 60 bol remains inside the 40 bol.)

Very often on the ReversalType B  the osma doesn’t make it back above/below the ‘0’ line/axis  showing even greater divergence from price.
Reversal type C
As above except at the time of the 4 bol flip there does not exist the divergence as described ...so await;
the 10 and 20 bol flip again inside the 40 bol which still has the 60 bol inside it as the divergence sets-up as described.....as price makes a higher /equal high/low than at the time of the original 4 bol flip.

The best Reversal type C  set-ups are when the 10/20 bol flip that occurs after the original 4 bol flip  sets-up inside the 60 bol ( which is still inside the 40bol, ) ...as the oscillator divergence sets-up, as described. 
Reversal Extreme
A Reversal Extreme on the trigger 1min chart without a confirming set-up in the 5min intermediate chart most likely represents overbought or oversold conditions on that chart only . The set-up is as follows:
A clear identifiable area of Support or Resistance (cluster better.)
A well diverged 4 bol flip (i.e. daylight between the bol bands in the flip) 10/20/40/60
Osma at an extreme (levels as given)...more extreme the better
Macd at an extreme (levels as given)...more extreme the better
Price to be involved with the support/resistance channels on trigger chart at least. (deeper into the channels the better.)
A confirming reversal candle.
Reversal Extreme (ii)
As above except sometimes you will see osma reach an extreme first,....await macd reaching an extreme too at which point the osma will likely show same peak/valley regular immediate divergence now and the 10 bol will be inside the 20 bol, at the Supp/Res/RBS/SBR area.
Nb: On a news/data inspired move you will very often see a Reversal Extreme develop at a level of Supp/Res/SBR/RBS and very often the first reversal candle is large....this can be problematic in terms of getting a stop in a safe 'value zone' so it is sometimes better to await a retest of the area and another Reversal candle for a 2nd rejection of the area whilst the 4 bol flip is still intact, and/or use half usual volume/double usual stop.

* On all Reversal set-ups/5min+ confirming Reversal set-ups  there should exist RSI divergence or at an extreme level as given on the charts.

The application rules are:

a. If there exists a reversal set-up that is setting-up against IPA trends that are present on the 30min (+) chart (per the IPA trend dots,) you should always seek a Support/Resistance cluster,  (i.e. being able to identify at least 2 reasons for support/resistance,)  as well as a 5min confirming set-up.  I.e. the stronger the trend, the stronger the support/resistance is needed to see it retrace/reverse.

The rule of thumb if reversing against a strong trend is to seek a strong area of Support/Resistance, i.e. a cluster area.
b. Unless there were strong mitigating/supporting factors I would not use a reversal sequential divergence set-up that was confirmed by a 5min Reversal sequential divergence set-up, preferring instead for at least one of the set-ups.. either the 1min trigger or the confirming 5min set-up to be with regular immediate divergence. 

Such mitigating/supporting factors may include a very strong cluster area of Support / Resistance and/or a clear Reversal set-up on the 30min+ and/orsmall chart confirmation.

d. Do not attempt to Reverse using only Daily or Weekly M pivots or Camarilla pivots (H3,L3,H4,L4,H5,L5,) or Daily Fib pivots (FR1, FS1 etc...) as the sole reason for Support/Resistance. I.e. there must be at least one other identifiable Support/Resistance reason if reversing at these levels.

e. Only use a 1min Reversal set-up that is unconfirmed by any 5min set-up, in a 5min range, not against a strong intraday trend....and the set-up must have regular immediate separate peak/valley osma divergence not regular sequential.

Exceptions:

 If you see a perfect Reversal set-up at an identifiable area of support/resistance but say the 5min confirming set-up isn't quite prefect i.e. a Reversal type A  but the macd has no divergence or isn't quite at an extreme in a Reversal Extreme set-up  when osma and RSI have/are;  the set-up can still be traded if other confirming factors exist such as 
a.  A breech of the extreme 161.8 (red) Support/Resistance channels can suggest overbought (o/b) /oversold (o/s) areas on that particular chart.

b.  further confimations on the small charts.. 

c. A strong cluster area of support/resistance

Remember you can still trade the Reversal A B and C patterns with regular sequential divergence in osma but this is not as strong as regular immediate divergence and the probability of a winning trade is less over any given sample.

These reversal set-ups signify either a pull back in a strong trend or a complete trend reversal area if present on enough time frames, but care should be exercised in expecting large targets if against a strong trend as described above. The preference should always be to stay with the trend in a strong trend, but on rangy/weak trend days and indeed in a strong trend these set-ups provide  high strike rate trading opportunities for identifying pullbacks / retraces in trend or complete reversals in trend.

A word to the wise about trends:  For some reason we are always looking for a trend to end, you know the thing, ' this must be the top or bottom ‘ Why?  Because actually there is no such thing as a top or bottom. We trade strongly trending instruments so our preference will always to be with the trend and you must exercise caution in trying to reverse (go against) the overall / immediate price action trend particularly if it exists on the longer time frames. Price does however retrace/pull back in a trend, and these are very trade-able if identified correctly.
Ok, so these are the absolute technical set-up rules, and the absolute application rules that seek to ensure the technical set-ups are used only in the highest probability/ optimum market/chart conditions. The exceptions to their use listed are,in the case of the Re-entries seeking to identify when a deeper pull back or complete reversal  is likely to threaten the chance of success of a Re-entry to trend.  In the case of Reversal set-ups the exception deals with the Reveral A and Reversal Extreme set-ups that are not quite 100% perfect per the set-up rules, but there exists other supporting/confirming technical conditions that mitigate any slight marginality in the those reversal set-ups.

Let's move on to the absolute rules for Trade exit, Target setting, Stop placement and Trade management

6.  Money and Risk Management/ Trade management
Trade Exit (Target setting.)/ Trade management
Using a high strike rate trading model/methodology the rule of thumb in trade exits is to always ensure that your average winner is equal to or greater to your average loser. To do this we need to ensure that if you gain at least whatever you risked as measured by your stop placement.

The absolute rules are therefore

1. Maximum risk/trade is 1.3% of available equity.

2.  A Minimum 1:1 risk/reward target should be used.

3. Do not kove your stop into b/e unless price retraces then exceeds the staring point of the retrace in your favour, or in the absence of this, until the trade is at least 13pips in profit net of spread.

4.When the trade is at it's 1:1 minimum target ...either take the profit or move stop in to B/e and hold for more pips.

I.e.: be looking at the 5min then  then 30min etc... for clues as to the likelihood of more pips.  In a Reentry trade look for an engulfing or thrust/continuation 5min then 15min candle for example, and in a Reversal be looking for a classic 5min then 15min then 30min reversal candle (engulfing, doji, shooting star, harami, hanging man, hammer etc...)

5. In terms of further trade management when stop is at b/e...move stop to above/below the retrace before last as the trade develops.  

For e.g.:  We go short at 00, price moves to 93  so we move stop into -6, price then  moves to 85, and by this stage we have either closed and taken profit or our stop is now B/e. Lt's say at  86 it retraces back to 95 making a lower high, then continues short surpassing the 85 and moving down to 75 before another retrace back to 82...only when it surpasses 75 do we move stop into 85, thus trailing the stop of the retrace before last, in this short trend example.

In general we must use common sense and not get move/trail our stop too tightly and risk getting prematurely stopped out of an otherwise good entry

Stop placement

Stops should be placed both outside of the local swing high or swing low on the 1min chart and outside of the broker's potential price manipulation if price retests the entry area.

For e.g.: let us assume that we await a confirming candle for entry and that our entry is therefore 94bid against a local swing high of 00. Our stop should be beyond 00 and slightly above as the broker's offer price could well spike up to take out any aggressive stops on a retest of the entry level area.  The stop really should be a 05/06 if offered and this would constitute a value zone for the stop. This would represent a 12pip net risk or 1.2% within our maximum risk/trade ratio.

The general advice regarding target setting for set-ups that meet all the rules... is that the more time frames that there exists a confirming set-up on....the bigger the target should be.

For e.g.: A Reversal set-up confirmed by a Reversal set-up in the 5mi chart should aim for a 2:1 target  (unless of course it is against a very strong trend)  If a Reversal set-up were on the 30min chart also, a 3;1 target could be aimed at...etc

Exceptions

There is only exception to the absolute rules for Trade exit  and Target setting and that is for a 1min Reversal set-up that sets up in a 5min range...use discretion as to target, but a small scalp target is ok...of course if there exists momentum try and hold and manage stop accordingly.

Stop Placement:
The main threat to any trade entry in the first instance is potentially our stop placement.  We should always seek to place our stop in a ' value zone ' i.e. where the market has not recently been. If for example we have a very good confirming candle,   this in itself is a good confirmer but by using the wrong size of stop we may not get it out of harms way....so we must use judgement even if that means using a 3/4volume with 17pip stop, or 1/2 volume with 26pip stop to preserve the 1.3% max trade risk ratio.

8.  Weaknesses of the Trading system/methodology
No trading model/system/methodology is perfect and no one system can capture every move the market makes. Before I detail what I consider to be the weakness of this trading model let me first tell you its main strengths.

1. It is very 'in-tune' with the ebb and flow of the market and gives numerous high probability low drawdown entry points to the market in any given trading session.

2. It is proven in real time in the live market and does not rely on some compounding plan to make money, neither has it relied on any back testing or optimisation based on historical data. It was developed and refined in the live market. It is not a static model and I seek its continual improvement.

3. Its money and risk management are optimised safely to the model and its trade target setting criteria is very realistic if a little conservative.

Now the main weakness;

The main weakness of this system or more accurately it's operator can be  when the market trends, being tempted to abandon a clearly strongly trending market (as visible by the coloured dots at a glance) in favour of trying to find tops/bottoms otherwise known as swing points as identified by the reversal set-ups.

I have mentioned this elsewhere in this document; if the indicators and price action itself on the intermediate chart+ is showing a strongly trending market then your preference should always be to stay with the trend.

If you only mastered the re-entry to trend type 1 and 2 you would make money with this system, and perhaps that is the way to look at it, adding the other set-ups as you become more proficient with their identification in the live market.

NB: The system/methodology relies on the user fully accepting that in trading a proven high strike rate edge, we rely on probabilities to produce the gain for us, not knowing which edge will succeed and which will not....they are merely statistics across a sample of trades. This is an easy concept to grasp and accept intellectually, but in practice in the 'heat of battle' whilst trading it can take a while to fully understand its powerful effect, and the negative effect of not accepting it.

We do not have to know where price will go next to make money, all we have to do is to trade a high probability edge and let the laws of probabilities operate in respect of the specific historical probability of this 'trading edge.'

9.  Recommended procedure at the start of each trading session
1. Adjust the gmt_offset timezone in the properties of the UltimatePivots indicator on the 1min chart to reflect the consensus given by the following sources:

(i.e. Mostly you will find that the default ‘0’ will be ok but you may have to adjust to 1 or 2 or 23 or 22 etc.)

a. http://www.livecharts.co.uk/Members/display_currency_data.php

b. http://www.actionforex.com/forex_analysis_and_forecasts/pivot_points/pivot_points_summary

c. http://www.mataf.net/en/analysis-pivot.htm

2. Check what yesterday's daily candle was i.e. does it give any clues to likely direction today? A bearish/bullish engulfing candle for example is a strong candle.

3. Make a note of any upcoming data releases/announcements/key speakers and their forecasts versus their previous readings. Although I rarely trade the news knowing whether the forecasts and likely effect of any data is with the direction of any open trade or against can sometimes help you to decide whether to exit a trade or not.

(Incidentally I have discovered that the first 15min candle after a strong piece of data very often is a good direction to trade in with stop at the other extreme of the candle on initial entry.)  Yahoo finance rate these data releases on a scale of a-f in order of their ability to move the market.

Make sure that you use more than one calendar, I use my broker's economic calendar and refer also to:

a   http://www.dailyfx.com/calendar/briefing/

b.  http://www.briefing.com/Investor/Public/MarketAnalysis/Calendars/EconomicCalendar.htm

c.  http://www.fxstreet.com/nou/forexnews/forexnewscalendargran.asp

d.  http://mam.econoday.com/calendar/US/EN/New_York/year/2006/month/06/day/02/daily/index.html

On a daily basis, briefing.com being is consistently closest on their U.s data forecasts, with Econaday's market focus being quite interesting too.

4. Construct your daily support/resistance roadmap. (detailed information about this is to be found in a separate accompanying document.)

10.  Recommended reading list
This is what I consider to be essential reading. Let me know if you need any of these titles, I have them in e-book form and can email/messenger them to you.
a. Alexander Elder...Come into my trading room.

b. Mark Douglas...Disciplined Trader/Trading in the zone.

c. Steve Nisson...Candlestick analysis

In fact I have very many titles and custom indicators for that matter so please feel free to ask if there is anything I may be able to help you with.  (Martin Pring, Daniel Gramza  and Arie Kiev are also authors that I recommend reading.)

11.Summary
There is a lot of information to digest here and at first it might seem overwhelming but once you have loaded the charts and the templates and learned the trade set-up rules everything should become clearer.

My best advice is to spend as long in the live market as you are able, demo trading at first then live trading small affordable position sizes until you are proficient at spotting the trade set-ups.

On becoming fairly competent your realistic expectation of this trading model and methodology should be that you will produce a gain most trading days and certainly every trading week. 

You may prefer to trade the longer time frames and this is possible as indicated in this document.

The advice on how to construct a Daily support/resistance map in order to easily identify potential/proven support/resistance and sbr/rbs areas is detailed in a seperate document which will also be posted to the forum.

