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Analytical thinkers, 195

Ask Price, 14, 15, 16

AUD/JPY (Australia dollar/Japanese yen)
example trade, 181-184, 185

AUD/JPY (Australia dollar/Japanese yen)
example long trade, 121-123

AUD/USD (Australia dollar/U.S. dollar)
example trades, 91, 92, 156-159

AUD/USD (Australia dollar/U.S. dollar)
example short trade, 123-125

Australian Securities and Investments
Commission (ASIC), 25

Bargain day
defining, 130-134
identification, 66-68, 110, 111-113
Bargain hunter principles. See Princinles of
a bargain hunter
Bargain hunting along the edge, 109-126.
See also Sitcom Systera
example trades, 116-125
identifying a bargaiv ('ay 66-68, 110,
111-113
profit management, 114, 115-116
risk management, 114, 115
summary, 126
support and resistance zone, locating,
113-114
trends determination, 110, 111
Bargain hunting goal, 153
Bargain hunting with Commodities Channel
Index, 149-167. See also Commodities
Channel Index
example trades, 156-166
profit management, 156
risk management, 154-155
summary, 167
trade, 152-154
trade, traditional, 150-152

Bargain hunting with fundamental data,
169-189
currency pair to trade question, 174-175
events and currencies they affect, major
fundamental, 172
expectations meecs ‘undamental data
effects, 177-179
market reacuars, understanding,
175-179
news s worth trading, what, 170-174
pairig strength with weakness, 175, 176
rayorts, key fundamental, 171-172
summary, 188-189
trading a fundamental event, 179-188
trading on news question, 170
U.S. data reigns supreme, 172-174
valuation errors, 175, 176-177
Bargain hunting with price action, 127-147.
See also Hull moving average; Price
action, reading
example trades, 136-146
examples, 35-37
identifying, 127-134
profit management, 135-136
risk management, 134-135
steps, key, 147
summary, 149
Bid price, 14, 15, 16
Breakeven stop loss, 89, 91-93
Bretton Woods monetary system, 2-3
British Bankers Association (BBA),
22, 50

Candle patterns, 63, 68

Carry trade, 50

Central banks
as forex participants, 5
influence of, 49-50, 51
list of, 6
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Character, 196-197
Chasing a breakout, 66, 111
Commitments of Traders (COT), 47-49
Commodities Channel Index (CCI). See also
Bargain hunting with Commodities
Channel Index
breakouts, 150, 151, 152, 153
default measurements, 150
definition, 140, 150
profit management, 156
risk management, 154-155
trade, 152-154
trade, traditional, 150-152
Consistency, achieving, 191-211
analytical thinkers, 195
character, 196-197
demo trade properly, 209-210
discipline, 196
elevator pitch, 204
excuse making, quit, 197-200
family support, 200-201
financially stable, be, 194
fix yourself first, 193-201
long-term trading consideration,
202-203
measuring, 191
monthly earnings expectations, 201-202
personality traits and trading, 194-196
searching for the Holy Grail, stop,
191-192
specialize, 203-204
summary, 210-211
trading journal, 208-209
workaholics and “A Typ=” personalities,
195-196
written plan deeleument (See Written
plan development)
Contract flexibility, 9
Cost-of-carry premium, 22
Countertrend days, 128
CSOWR. See Currency Strength or
Weakness ratio
Currency dealers
attributes, 23
capitalization, 25-26
product offering, 23-24
regulation, 24-25
retail, 5, 6
selecting, 23-26
trading platform, 24
Currency lots, 9, 13

INDEX

Currency market, exploring, 1-26. See also
Foreign exchange market
dealer selection, 23-26
earning interest, 21-23
margin and leverage, 18, 19-21
order types (See Order types)
summary, 26
trade mechanics (See Trade mechanics)
Currency pair trade question, 174-175, 176
eliminating influence of U.S. dollar,
174-175
pairing strength with weakness, 175, 176
Currency pairs, 11-13
Currency quotes, understanding, 14-15
Currency Strength or Weakness ratio, 42,
43, 44, 45-47, 49

Demo trade properly; 205-210
Discipline, 196
Discount windaw, 50

Elevatar piuch, 204
Enteriag ~t the top of a rally or sell off,
111
EUL/JPY (European euro/Japanese yen)
example trade, 144-146
EUR/USD (European euro/U.S. dollar)
example trades, 142-144, 185, 187-188
Events and currencies they affect, major
fundamental, 172
Exchange markets versus forex, 7-11
contract flexibility, 9
regulation, 7-8
trading hours, 10-11
trading restrictions, 8
transaction costs, 9-10
transparency, 7
volume, 7
Exploring currency market. See Currency
market, exploring

Family support, 200-201

Fibonacci ratios (sequence):
charting software to draw, 98, 100, 101
extension ratios, 98, 100-103
profit management, 115, 116, 156
profit targets identification with, 97-103
retracement ratios, 98-100
risk-to-reward ratio and, 97, 102
swing low and swing high, 98, 99
types, 98
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Financial Services Authority (FSA), 25
Financially stable, be, 194
Floating exchange rate system start, 3
Floating profits, 89
Flow of forex market participants chart, 4
Foreign exchange market:

defined, 1-2

exchange markets versus (See Exchange

markets versus forex)

feature, key, 8

lot sizes, 9, 13

participants, 3-7

roots, 2-3

trading hours, 10-11
Forex. See Foreign exchange market
Fundamental reports, key, 171-172

GBP/JPY (Great Britain pound/Japanese
yen) example trade, 165-166

GBP/USD (Great Britain pound/U.S. dollar)
example trade, 13, 14, 184, 185, 186

Golden ratio, 97

Government regulations effecting trading
business, xii

Hull moving average (HMA):

bargain day definition and, 130-131

bargain hunting with price action and,
127, 136-146

configuring, 128-129

defining, 128-130

function of, 128

reason for, 127

simulating, 129-130

as trend indicator; 128

websites discussing, 128

weighted moving average versus,
129-130

Indicators offer false sense of security,
30-31, 32
Influence of U.S. dollar, eliminating,
174-175
Institutional traders, 5
Interbank, 3, 4-5
definition, 3
institutional traders and, 5
largest members examples, 4
member advantage, 4
retail currency dealers and, 6
retail speculators and, 6
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trading and, 4

transaction costs and number of, 10
Interest

discount rate, 50

earning, 21-23

federal funds rate, 50

rates and central banks, 50
Intervention, 8

Leverage, defining, 20

LIBOR. See London Interbank Offered Rate
Limit orders, 17, 18, 19, 104, 105-106
London Interbank Offered Rate, 22, 50
Long-term trading consideration, 202-203

Managing profit. See Profit management
Managing risk. See Risk monagement
Margin, defining, 19
Margin and leverage; 18, 19-21
currency dezler selection and, 24
effect of maargin on available account
balarces, 21
relatie: ship between requirements of,
<n
risk effects on, 12
Margin call, 19
Margin call, 20, 21
Market orders, 16
Market reactions, understanding, 175-179
fundamental data meets expectations
question, 177-179
valuation errors, 176-177

National Futures Association (NFA):
capital reporting of currency dealers to,
25
as major regulatory agency, 25
rules, xii, 8
website of, 25
News effect on trading. See Bargain hunting
with fundamental data
NZD/USD (New Zealand dollar/U.S. dollar)
example trade, 137-139

Order types, 15-18, 19
entry orders, 16, 17
fill at best price option, 16
limit orders, 17, 18, 19
market orders, 16
stop orders (See Stop orders)
Overtrading, 74-75
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Participants, forex, 3-7
central banks, 5, 6
flow of, 4
institutional traders, 5
interbanks (See Interbanks)
retail currency dealers, 5, 6
retail speculators, 6-7
Percentage in points (pip), 13, 14, 15, 24,
76-77
Personality traits and trading, 194-196
Position size:
risk management, 77-80
sizing rules, 207-208
Price action, reading, 41-69
learning, 29-33
summary, 69
supply and resistance identification (See
Supply and resistance)
support and resistance identification,
54-61
trading (See Price action trading)
understanding supply and demand
(See Supply and demand,
understanding)
Price action trading, 62—-69. See also
Bargain hunting with price action
bargain day identification, 66—-68
learning to place effective entry orders,
68-69
rejections identification, strong, 5%,
63-64, 65
support and resistance zone
identification, 62-63
turnabouts identification, 64, 65-66
Pricing in/priced int=, 17¢
Principles of a barsgain nunter, 27-39
full price, never pay, 33-37
live your life, 28-29
price action, learn to read, 29-33
profit, manage your, 38
risk, manage your, 37-38
summary, 39
trend as friend question, 31-33
Profit management, 38, 89-107
bargain hunting with Commodities
Channel Index, 156
bargain hunting with price action,
135-136
breakeven stop loss, 89, 91-93
Fibonacci ratios (See Fibonacci ratios)
introduction, 89-90
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limit orders, automating profit with, 104,
105-106
moving your stop to breakeven, 91-93
scaling out, 93-94
Sitcom System and, 114, 115-116
targets identification, 94-97
techniques that increase volatility,
common, 90-94
trailing stops usage, 103-104, 105
written trading plan and rules for, 207
Pullback days, 111
Pullbacks, 66, 67

Reading price action. See Price action,
reading
Retail currency dealers, 5, 6
Retail speculators, 6-7.
Risk management, 37-38, 71-87
bargain hunting wit' Commodities
Channel Index; 154-155
bargain burtirg with price action,
134-155
bre:zk ~king time, 86-87
c¢onsistency importance, 80-81
losing 70% of your trades affect, 83-86
losses, effect of increased risk on, 78
losses in pips, stop thinking about,
76-77
overtrading, 74-75
position size, 77-80
Sitcom System, 114, 118
stop order usage (See Stop orders)
summary, 87
supercharging a small account, 78-80
trailing stops, conservative with,
81-83
transaction costs reduction, 75-76
written trading plan and rules for,
206-207
Risk-to-potential ratio. See Risk-to-reward
ratio
Risk-to-reward ratio:
disciplined, 91
Fibonacci ratios, 97, 102
planning with profit targets, 85
profit management, 38
risk management, 83-85
scaling out, 94
support and resistance, 95, 96
winning percentage changes, 86
Rollover, 22
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Scaling out, 93-94
Sitcom System:
bargain day identification and, 110, 111,
113
definition, 109
example trades using, 116-125
fundamental trade versus, 179
process for creating and managing trade
along edge of price action, 116-117
profit management, 114, 115-116
risk management, 114, 118
support and resistance, 115
support and resistance location and, 113
trends, 109, 110
Slippage, 16, 24, 76
Specialize, 203-204
Spot market definition, 1-2
Spread, 14-15
Standard, mini, and micro lots, 9
Steps every trader can take, simple.
See Consistency, achieving
Stop gunning, 58
Stop orders, 16, 17, 18
breakeven, 90
placing, 72-74
protective, 65
risk management and, 37
trailing stops, conservative with, 81-83
trailing stop usage, 103-104, 105
usage, 71-74
Strong rejections identification, 6, “3-64,
65
Supply and demand, undersiar ding, 41-53
calendar websites, 42
collecting fundani-n:a) “ata, 42-43
effect of fundainentai shocks, 50, 51-53
influence of central banks, 49-50, 51
institutional interest, measuring, 44,
47-49
strength, measuring fundamental, 4244
support and resistance as synonymous
with, 29, 53
trading, 53
Support and resistance:
bargain days and, 68, 132-133
breakeven or trailing stops, 93
daily ranges usage, 59-60
drawing, 55-57
horizontal lines usage, 54, 55-57
identifying, 54-61
key zones usage, 58-61
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levels, 94

long-term, 61

profit targets identification with,
94-97

round numbers usage, 58-59

strong rejections and, 64

as synonymous with supply and demand,
29, 53

trailing stops and, 103

trend lines usage, 54, 55

turnabouts and, 64, 65

weekly ranges usage, 60-61

zones identification, 62, 63

zones location, 113-114

Swap rates, posting of, 23

Trade mechanics, 11-15
currency lots, 13
currency pairs, il.13
long versus shoiy; 13, 14
percentage m points, 13, 14, 15
rules, 124
undecre:anding currency quotes, 14-15
warkings of, 13-14
T-aaz news
question, 170
worth trading question, 170-174
Trading a fundamental event, 179-188
Trading for a living question, xi—xii
Trading for returns, xii—xiii
Trading hours, 10-11
Trading journal, keep a, 208-209
Trading plan, develop a written, 204-208
Trading session timetable, 11
Trailing stops:
conservative with, 81-83
usage, 103-104, 105
Transaction costs, 9-10, 75-76
Trend lines, 54, 55
Trends determination, 110, 11
Turn candle, 113, 114
Turnabouts identification, 64, 65-66

Uptick rule, 8

U.S. data reigns supreme, 172-174

USD/CAD (U.S. dollar/Canadian dollar)
example trades, 163-165, 179-181

USD/CAD (U.S. dollar/Canadian dollar)
example long trade, 117-118, 119

USD/CHF (U.S. dollar/Switzerland franc)
example trade, 159-161



P1: JYS
JWBT230-bind JWBT230-O’Keefe February 6, 2010 1:48 Printer: Courier Westford

222 INDEX
USD/JPY (U.S. dollar/Japanese yen) Written trading plan development,
example trades, 115, 116, 139-142, 204-208
161-162 components, 205
USD/JPY (U.S. dollar/Japanese yen) entry rules, 206
example short trade, 118, 119, position sizing rules, 207-208
120-121 profit management rules, 207
risk management rules,
Valuation error, 175, 176-177 206-207
rules examples, 207
Workaholics and “A Type” personalities, what to trade, 205-206

195-196 when to trade, 205



