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borderlines. See Borderlines
bullish bias, 132, 133, 135–139
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224, 227, 228, 270
corrections and, 142–146, 205–215,

221–224, 227–231, 266–274
countertrends and, 145, 148, 206,

214, 215, 218–227, 229–231, 238,
239, 273

daily use of charts, 235
described, 141–146
Fibonacci sequences, 206–210
50 percent level, 142–144, 209–214,

216, 217, 230, 231, 239, 240,
242–244, 250, 251, 260, 270, 273,
274

flags and pennants and, 195, 196
golden ratio, 208–210
risk, defining, 218
61.8 percent level, 51, 118, 142, 143,

213
38.2 percent level, 56, 142–145, 196,

209–214, 216–219, 221, 222, 224,
227–231, 238–245, 250, 251, 255,
256, 258, 260, 264–267, 269, 273,
274

use of, 205, 206, 214–227, 231,
255–276

Fibonacci sequences, 206–210
Financial crisis of 2008-2009, 1
“First Law of Trading,” 149, 150, 201
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Five-minute charts
analyzing, 248–251
corrections, 234, 235
Fibonacci retracements and, 211,

224, 272
flags, 192, 194
moving averages, 155–157, 160,

162–164, 170, 272
nontrending clues, 249–251
“three’s a crowd” setup, 265, 266
“trading between the goal posts,”

177. See also “Trading between
the goal posts”

trend lines and, 188, 192–194
use of, 192–194, 233–236, 243, 256,

258, 260, 261, 265–267, 270–273,
275

Flags and pennants, 190–196, 204,
264

Foreign exchanges, impact of on
currency rates, 32, 44, 101

Free option greed, 64
Fundamental analysis

central bank policy, 32, 39–43, 101,
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daily economic releases, 36–38
described, 31, 32
economic statistics, 31, 35–38, 45,
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intermarket relationships and

influences, 32, 43, 44, 101, 150
political policy and influences, 31,

38, 39
traditional foreign exchange

influences, 32, 44, 101
use of, 32–34, 45, 122–125, 235,

236
FXDD, 13, 36, 89, 159, 211, 234, 252
FXStreet, 252

Game plan. See also Trading plan
executing, 253–276
fear, controlling, 91–97, 124
as foundation for trading success,

97, 98, 233
importance of, 85, 86, 99, 253, 254

mission statement and, 177
technical tools and, 107, 108.

See also Technical tools
trading the trends as part of, 86–90,

124
GBP. See British pound (GBP)
Golden ratio (phi), 208–210
Greece, 33, 38, 39, 219, 220
Greediness, 63–66, 168, 235

High volume price (HVP), 4, 8, 10, 12
Hourly charts

analyzing, 242–251
borderlines, importance of, 271–275
corrections, 218, 227–229
countertrends, 227, 228
Fibonacci retracements, 209, 212,

216–218, 224, 227, 228, 270
moving averages, 132, 156–167
nontrending clues, 249–251
profits, managing, 169, 170
short-term corrections and, 227–230
“three’s a crowd” setup, 174, 265,

266
“trading between the goal posts,”

177. See also “Trading between
the goal posts”

use of, 233, 235, 236, 242–251, 253,
256, 258, 264–266, 270–273, 275

Housing bubble, 63, 64

“If . . . Should” rule (rule 4)
described, 60, 115–117
in double distribution days, 10, 11
exit points and, 116, 117, 173, 254
moving averages and, 153
in normal distribution days, 7, 8
rules for attacking the trend,

115–117
trading plan and, 60
trend lines, 182, 201, 202
use of, 119, 135, 153, 173, 182, 201,

202, 241, 254, 258
Inflation, 37, 40, 41, 53, 124, 235
Institutional traders, 88, 89, 102, 103,
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Interest rates, impact of central bank
policy changes, 40–42, 102, 194

Intermarket relationships and
influences, 32, 43, 44, 101, 150

Japanese yen (JPY), 23, 38, 43, 44, 126,
235, 236

Keep it simple to be successful (rule 1)
described, 100–104, 136
K.I.S.S. principle, 100, 114, 136, 184,

273
moving averages, 154

Kidder, William (Bill), 2, 3

Liquidity risk, 37
Look ahead (rule 5), 117–120, 168
Losses. See also Stop loss

retail traders, 14, 24–27, 29–31, 51,
55, 56, 58

trading with the trend and, 45
Luck, 71–74, 77, 127–129, 268, 269, 276

Market makers
bid-to-ask spread and, 24, 27
market takers compared, 13, 14

Market Profile
described, 3, 4
double distribution days, 4, 9–11
nontrend days, 4, 8, 9
normal distribution days, 4–8
trend days, 4, 11–13

Markets, studying, 54
Media, influence of, 34, 42, 50–52, 154
Mergers and acquisitions, 44, 45, 101,

116, 123, 126
MetaTrader, 211
Michalowski, Bobby, 121
Michalowski, Brian, 58
Michalowski, Debbie, 21, 47, 49, 67, 69
Michalowski, Joseph, 1–3, 136, 137
Michalowski, Matt, 47, 67, 68
Mini accounts, 53, 54
Minute charts, moving average on, 132,

155–157, 160, 162–164, 170, 175,
177. See also Five-minute charts

Mission statement
components of, 70
as foundation for trading success,

97, 98, 233
game plan and, 85, 86, 177
need for, 26, 67–70
“to make the most money,” 70–74,

76, 77, 85–88, 93, 94, 103, 122, 128,
177, 179, 195, 206, 234, 273

trades aligned with, finding, 76–80
“with the least amount of risk,” 70,

74–77, 79, 85, 86, 91, 94–96, 103,
108–110, 122, 128, 177, 179, 195,
206, 234, 273, 276

“Mother owns the firm” traders, 5
Moving average (MA)

bearish trends, 151–153, 155, 157,
159, 160, 163, 165, 166, 168–171,
174, 175

bullish trends, 151–153, 155, 157,
159–161, 163, 166–172, 175, 176

calculating, 131, 132
chart analysis and, 238, 239,

241–251
charts, 132–136. See also Daily

charts; Five-minute charts; Hourly
charts

confirming moving average,
152–154

daily charts, 132, 156–160, 177.
See also Daily charts

defined, 150, 151
described, 131–136
exponential moving average (EMA),

155, 156
five-minute charts, 155–157, 160,

162–164, 170, 272. See also

Five-minute charts
flat 100 bar MA, 165, 166, 168, 171,

177
hourly charts, 132, 156–167. See also

Hourly charts
“If . . . Should” rule and, 153
as lagging indicator, 151, 152
on minute charts, 132, 155–157, 160,

162–164, 170, 175, 177
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Moving average (MA) (Continued )
nontrends, defining, 133, 134
100 bar MA. See 100 bar moving

average (100 bar MA)
100 bar simple moving average,

154–156, 165–169
price relationship, 151
profits, managing, 169, 170
simple moving average (SMA), 105,

108, 109, 131, 155, 156
stop loss levels, 158, 169
“three’s a crowd” trade setup,

171–175, 177, 183, 265, 266
time periods for analysis, 156–164
“trading between the goal posts”

trade setup, 153, 171, 175–177
trends, anticipating, 164–167, 177
trends, defining, 133–136
trends, managing, 167–169
trigger moving average, 152–154,

167
200 bar simple moving average, 154,

155, 158–163, 165–172, 174–177
use of, 151–156, 255–276

Moving Average
Convergence-Divergence
(MACD), 90

Multinational businesses, influence on
foreign exchange, 44, 123

New Zealand dollar (NZD), 23, 43, 44,
126

Newton, Isaac, 149
Newton’s First Law, 149, 150
Nontrending markets

continuance of until acted upon,
149, 150, 201

defining trends and, 108
flat 100 hour MA, 166
price ranges, trading in, 129
remembered lines, 139, 141,

197–202, 204, 243
retail traders and, 15
rhythm of market and, 54, 93
“three’s a crowd” situation as

indicative of, 172, 175

transition to trending market, 93, 94,
134, 149–151, 163, 165, 171, 234,
235, 249, 250, 255, 275

NZD. See New Zealand dollar (NZD)

100 bar moving average (100 bar MA)
daily use of charts, 235
described, 151
flat 100 bar MA, 165, 166, 168, 171,

177
remembered lines and, 197, 200–202
“three’s a crowd” situation, 172–174,

177. See also “Three’s a crowd”
setup

“trading between the goal posts”
situation, 175–177. See also

“Trading between the goal posts”
trend lines and, 181–186, 188, 189,

194
use of, 66, 105–109, 119, 132–135,

152, 154–156, 161–166, 170, 202,
230, 249, 255, 260–268, 272–274

Oscillating indicators, 110. See also

Relative Strength Index (RSI);
Stochastic Oscillator

“Owns the firm” traders, 5, 6

Pips
defined, 24
profits and, 24–26
trading strategies, 26

Political policy and influences, 31, 38,
39

Practice trading, importance of, 52–54
Price

momentum, 127–129
ranges, 129, 130
transparency, 102, 103, 126, 127

Pricing conventions, 23
Profit

risking, 257, 258, 275
temptations to take, 258–260

Reason for placing trade
exit points, 74, 170, 181, 196, 215,

216, 230, 260–264, 270, 271
“If . . . Should” rule and, 115, 116
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need for (rule 2), 105–107, 260, 262
rules for trading and, 6
successful traders, 6, 74, 77

Relative Strength Index (RSI), 90, 110,
111, 113, 122

Remembered lines
defined, 197
described, 139, 140
finding, 198, 199
“If . . . Should” rule and, 201, 202
nontrending markets, 139, 141,

197–202, 204, 243
in range-bound markets, 199, 200
relevance of over time, 202–204
as technical tool, 131, 136, 141, 146
trend lines, 131, 136, 139–141, 146,

192, 197–204
use of, 192, 197, 198

Reserve Bank of Australia (RBA), 42
Reserve Bank of New Zealand (RBNZ),

42
Reserve requirement rate, 39
Resources for education and skill

improvement, 50
Retail traders

attitudes of toward trading
currencies, 22–27

change, need for, 22, 46
fears, 27–29. See also Fears
lack of knowledge, 34–45
losses, 24, 25, 29–31
price transparency and, 102, 103,

126, 127
stereotyping, 21, 22
successful. See Successful retail

traders
trends, failure to anticipate, 45, 46

Risk
balancing, 51, 52
borderline price areas and, 56, 57,

76
controlling, 233
defining, 76, 108, 109, 135, 218, 233
fear and, 55, 91
“If . . . Should” rule. See “If . . . Should”

rule

“least amount of risk” as part of
mission statement. See Mission
statement

management, 38, 75, 76, 79–83
overconfidence and, 55, 56
and reasons to trade, 105–107
reward and, 78–82
rules for, 56–58
specific price and, 56, 57
staying on trend and. See Trends,

staying on
stop loss. See Stop loss
tolerance, 58, 75, 76
trend lines and, 179–186, 188–192,

195, 196, 198–204
Rules for attacking the trend

“If . . . Should” rule (rule 4), 60,
115–117. See also “If . . . Should”
rule

keep it simple to be successful
(rule 1), 100–104, 136

look ahead (rule 5), 117–120, 168
need for, 99, 233
reason for placing trades, need for

(rule 2), 105–107, 260, 262
self-discipline, 120
tools, specific use of (rule 3),

107–115
risk-defining, 108
rules for, 113–114
trend-defining, 108
unambiguous, 109–110

Self-discipline, 120
Short-term bias, 77, 88, 160, 194, 198,

205, 264
Simple moving average (MA). See

Moving average (MA)
Skill and aptitude required for

successful trading, 49–52
Slippage, 37
Specific price, 56, 57
Steidlmayer, J. Peter, 3
Stochastic Indicator, 122
Stochastic Oscillator, 90, 110, 111,

113
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Stock markets
Elliott Wave theory, 207
prices of and value of currencies, 43,

44
Stop loss. See also Exit points

greed and, 64–66
levels, determining, 157, 168–172,

185, 195, 196, 258–260
profits and, 25
rules for risk and, 56, 62, 74–76
slippage, 37

Successful retail traders
effort required, 47–49
fear, controlling, 61–63
greediness, 63–66
plan, need for, 58–61
practice, need for, 52–54
progression toward success, 47, 48
risk, rules for, 56–58
risk level, 54–56, 61
skill or aptitude required, 49–52
success defined, 255
types of markets and, 15

Swiss franc (CHF), 23, 43, 44, 48, 126
Swiss National Bank (SNB), 42, 43

Technical analysis. See also Charts
anticipating trends, 89
complexity of trading and, 90
described, 32
market bias, 103, 104
use of, 33, 34

Technical tools
attacking the trend, rules for,

107–115, 233
entry trade, 254–256
Fibonacci retracements. See

Fibonacci retracements
fundamental analysis and, 125
managing the trade, 256–264
moving averages. See Moving

average (MA)
overview, 146
remembered lines. See Remembered

lines
risk defining, 108, 109, 122, 135

staying on trend and, 122, 147, 186
trend defining, 108, 122
trend lines. See Trend lines
unambiguous, 109, 110, 112, 113,

122, 135
use of, 113, 114, 122, 237, 254–276

“Three’s a crowd” setup, 171–175, 177,
183, 265, 266

Tomasino, Pete, 89, 90
Traders, types of, 5, 6
Trades, managing, 256–264
Trading analysis

fundamentals. See Fundamental
analysis

technical analysis. See Technical
analysis

Trading background of author, 1–3
“Trading between the goal posts,” 153,

171, 175–177
Trading foundation, 19, 20
Trading plan

fear, controlling. See Fears
foundation, importance of, 97, 98
greed and, 64
“If . . . Should” rule and, 60. See also

“If . . . Should” rule (rule 4)
need for, 58–61, 86
trading the trends, 86, 87

Trading platforms, 53, 54, 211
Trend lines

bearish trend lines, 137–139, 141,
180, 183–187, 192, 204

bullish trend lines, 113, 137–139,
153, 180–183, 185, 188–190,
192–197, 199, 204, 242, 262

channels, 186–190
chart analysis and, 238, 239,

241–251
daily use of charts, 235
described, 136–141
flags and pennants, 190–196, 204,

264
“If . . . Should” rule and, 182, 201,

202
remembered lines. See Remembered

lines
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risk, defining, 179–186, 188–192, 195,
196, 198–204

staying on trend, 192–194
trend moves, anticipating, 194, 195
trends, anticipating, 181, 184, 189,

191–193, 197, 200
trends, defining, 180
use of, 179, 180, 204, 255–276

Trends
anticipating. See Trends,

anticipating
confirming, 256
consolidation phase, 264–266
corrections. See Corrections
defining, 180
exit signals, 256
failure to anticipate, 45, 46, 88, 89
importance of trading on, 80–83
reasons for trading on, 87
reentry, 267–271
retail traders, failure to trade the

trends, 15, 87–90
rules for attacking. See Rules for

attacking the trend
staying on trend, 80–83, 95, 100, 122,

147, 165, 168, 185, 186, 192–194,
254, 257

trading against, effect of, 87
trading in trending markets, 185
transition from nontrending market.

See Nontrending markets
transition from trending market to

nontrending market, 149, 150

trend lines. See Trend lines
trend moves, anticipating, 194, 195

Trends, anticipating
importance of, 46
moving averages and, 164–167,

171–177
preparing for trade, 234, 235
trend lines, 181, 184, 189, 191–195,

197, 200
Trichet, Jean-Claude, 39
200 bar moving average (200 bar MA)

channels and, 189
daily use of charts, 235
remembered lines and, 200–202
trend lines and, 183, 184, 194

“Uncle owns the firm” traders, 5, 6
U.S. dollar (USD), 22–25, 32, 33, 38, 39,

44, 51, 102, 126

Volatility
currency market, 19, 28, 37, 155
moving averages and, 131, 135, 155,

156, 161
risk, 37, 39, 79, 105
trends and, 19, 20

Web sites
FXDD, 252
FXStreet, 252
global central banks, 42

Webinars, 50, 252
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