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A
Acceptable risk-reward ratio

(rrrs), for strongly trended
markets, 155–156

Account available balance, 304
Account drawdowns, 301, 302,

303
Account size, 142, 146, 304

impact of, 44
Action vs. patience, 127
Active investments, vs. passive

investments, 45–46
Active trading, for passive

investors, 293
Actress trading talent, 249
Advanced order placement, 320
Advanced warnings, 4
Age, 76
Aite Group, 305
Analysis paralysis, 69
Anyoption.com, 317
Application to charts, 94–96
Ascending triangles, 62, 116
Ask price, 24
Asset coverage, 2–3
Asset professional managers, 291
Assets

overbought, 228
oversold, 228

AUD vs. NZD, 273
AUFJPY, 60
Automated strategies, 296, 304

Automated trading systems, 46,
287–289

Average Personal Index (ADX), 81
Average True Range (ATR), 156,

209
Average True Range (ATR)

indicators, 143, 145

B
BabyPips.com, 103, 296, 347–348
Back testing, 239

goal of, 260
manual, 342
manual example, 261–265
moving average crossovers, 244
purpose, 261–262
software, 260–261
technical tools, 261
thought process, 262–265
time frames, 262
as tool, not solution, 265

Bank insolvencies, 32
Banking crisis, 172, 196
Barclays Capital Intelligent Carry

Index (ICI), 290
Barclays Carry ETN (ICI), 290
Base currency, 22, 26, 334, 355,

356
Basic momentum indicators

about, 227–229
Double Bollinger Bands,

229–237

387
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388 INDEX

Basic momentum indicators
(Continued )

moving average crossovers,
237–244

moving average layering and
trend strength, 249–253

oscillators, 244–249
Bear market hedge, 3
Bear markets, 7, 21
Bearish, reference to, 103
Bearish Engulfing patterns, 105
Bearish momentum, 241
Bearish moving average (MA)

layering, 252
Benchmark overnight lending rate,

185
Best, Peter, 222
Bid price, 24
Binary option brokers, 140
Binary options, 236, 316, 318–321
Bkassetmanagement.com, 257,

339, 351
Body color, 51–52
Body length, 52
Body vs. wick, 52–54, 53–54
Bollinger Bands (BBs), 98–101.

See also Double Bollinger
Bands (DBBs)

about, 98
moving averages (MAs) used, 98
resistance, 121
settings, 98
short/resistance (s/r) for flat or

gently stopping trends, 99–100
for s/r points, 100
and strong trends, 100–101
in strongly traded market, 100
for support and resistance (s/r),

208
Bollinger bounce, 99–100
Bond basics, 179
Bond default, 195

Bounce, from oversold conditions,
246

Breakout trade, 217–224
initial screening, 217–220
second screening, 208–209
second screening, 209–210
fundamental analysis context,

219
technical analysis (TA),

219–220
Broker firm order books access,

133
Broker quality, forex brokers,

139–140
Broker referral, 308
Broker selection, 350
Brokers, 5, 11, 36, 47, 140
Brokers’ fees, 149
Brooks, Kathleen, 257, 349
Browne, John, 333
Buffet, Warren, 124
Bull markets, 21, 25–26
Bull vs. bear markets, 21–22
Bullish, reference to, 103
Bullish engulfing patterns, 55,

105
Bullish “Marubzu” chart, 52–53
Bullish momentum, 241
Bullish moving average (MA)

layering, 249
Bullish reversal patterns, 107
Burnout from stress, 125
Business plan, elements of, 165
BusinessInsider.com, 351
Buy limit, 39
Buy stop, 39–40
Buy zone, 231
Buying, 39–40
Buy/sell signals from oscillators

crossovers, 246–247
divergence of price and

oscillation trends, 247–248
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C
Calculation, 33
Call binary options, 320
Call option, 319
Canada vs. Japan, 329–332
Canadian Dollar (CAD), 2
Candle chart timeframes, 59–62
Candle charts

anatomy and meaning, 50–52
basics, 50–54

Candle patterns
single, 104–105
double, 105–106
triple, 106–107

Candlestick, 51
Capital access, 133
Capital account size, and stop loss

width, 144
Capital adequacy, 36–37
Capital appreciation, 183
Capital flow, types of, 194
Capital management, 13
Capital size, trading real money

and, 153
Carry trade steps, 338–340
Carry trades, 4, 183–184, 274, 290

about, 333–334, 336–337
carry trade steps, 338–340
flat or rising risk asset trends,

184–185
key to, 336–338
long term, 339
vs. long-term buy-and-hold

instruments, 333–336
range-bound markets, 327–338
risk and reward via leverage, 334
risk magnified loss, 334–336

Causation vs. correlation, 266–267
Central bank announcements

effect on forex markets, 188–189
on rates and economic outlook,

187–188

Central bank policy, 189, 197
Centralized exchanges, 9
Chandler, Marc, 351
Channels, 83–86, 208
Channels vs. single trend lines,

83–97
CharlesNenner.com, 353
Chart patterns

sources of, 49
for support and resistance (s/r),

208
Chart time frame, 209
Charting software, Metatrader 4,

180
Charts, time frame for review of,

207
Checklist, for trading, 160
Choppy, range-bound markets, 244
Chovanec, Patrick, 351
Commissions, 24, 372
Commodities, 7

currency-related, 250
websites, 257

Commodities Futures Trading
Commission (CFTC), 35

Commodity Channel Index (CCI),
248

Competition, 11–12
Confirming indicators, 263
Conflicts of interest, 372
Conrad, Roger, 333
Consumer price index (CPI), 192
Context and timing, 107
Continuation patterns, 107, 116
Convergence/divergence (MACD),

229
Copied trades, 307
Copper, 181
Correlation study, 376
Costs, 11, 301
Counter currency. See Quote

currency, 22
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390 INDEX

Credit cards, 335
Credit default swap (CDS)

spreads, 179–180
Credit rating downgrades, 190
Cross currency analysis, 275–276
Cross currency pairs, 30, 30–32
Crossovers, 246–247
Crowd behavior, 74, 91, 256, 295
Cup and handle pattern, 113–114
Currencies and currency pairs,

17–20
Currencies vs. commodities

correlations, 282–284
gold as barometer, 277–282
gold supports AUD and NZD,

282
oil vs. CADJPY, 283–284
oil vs. risk currencies, 282–283
USD vs. commodities, 282

Currencies vs. currencies
correlation, 273–276

Currencies vs. equities, 267–268
Currency appreciation, 329, 330
Currency diversification, 2, 287,

323, 324, 325–326
Currency ETFs, 289–290
Currency funds, 289–291
Currency hedge, 250, 277
Currency labels explained, 18–19
Currency manipulation, 26
Currency pairs, 6

basics, 24–25
ETFs, 290
focus, 69–70

Currency pairs types
cross currency pairs, 30–32
currency strength, 30–32
EUR and USD crosses, 31–32
exotic currency pairs (exotics),

32
major currency pairs, 29
risk currencies, 29–30
safe haven currencies, 29–30

Currency risk, 2, 323
Currency selections, 325
Currency strength, 30–32
Currency symbols, 19
Currency trading in pairs, 20–28

base currency, 26
bull vs. bear markets, 21–22
currency pair basics, 24–25
falling prices, 25–28
forex pair price quote, 22–24
relative price movement, 20–21
summary, 24–25

Currency-related commodities,
250

Currensee.com, 261, 296, 297, 298,
299, 300, 305, 307, 308,
310–311, 375

Cycle or timing tools, 137

D
Daily chart, 27
Daily trading volume, 8
DailyForex.com, 296, 348, 372
DailyFX.com, 191, 257, 261, 309,

348–349
DAX index, 272
Day traders, 170
Day trading forex, 13, 14, 67, 128,

132, 285
Day trading short term

fundamentals, 198–199
Debt-to-GDP ratio, 344
Decision fatigue, 132
Decision making, 126
Decisive indicator, 52
Defensive trading, 47, 368
Demo accounts, 304, 307, 309
Deposit, 309
Descending triangles, 116
Desired risk-reward ratio (rrrs),

207, 208, 209
Devaluation, 332
Different elements, 59–60
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Index 391

Different timeframes, and trends,
60–62

Digital options. See Binary options
DiNapoli indicators, 258
Directional Movement Index

(DMI), 82
Discouragement, 144, 225
Divergence of price and oscillation

trends, 247–248
Divergences, 71, 246, 247, 266,

269–271
Diversification, 378
Doji, 52–53, 57, 104
Dolan, Brent, 257
Double and triple bottoms,

108–111
Double and triple tops, 108–111
Double Bollinger Bands (DBBs),

98, 229
as basic momentum indicators,

229–237
basics of, 231–232
buy zone, 231, 239, 243, 262, 264
combining with leading

indicator, 236–237
example using, 261
and exponential moving

averages (EMAs), 262
four rules for using, 232–236, 243
go long, 233–234
go short, 232–233
how to use, 232–236
indicators, 258–259
neutral zone, 231
risk minimization, 235–236
sell zone, 231, 239, 264
trade the range, 234–235
use of, 236
conclusion and summary, 237

Double bottoms, 108
Double Candle Patterns, 105
Double tops, 108, 111, 314, 315
Downtrend, 6

defined, 81, 83
long-term, 60
stronger, 252–253

Downturns, 193, 253
Dubai default, 172, 189, 195
Duration and age, 89–90

E
Economic calendar, 191
Economic downturns, 193
Economic expansion, 170
Economies, types of, 191
Elder, Alexander, 246
Elliot Wave Theory, 64, 256–257,

258
Emotion, and trading, 39
Emotion-driven decisions, 131
Endgame: The End of Debt

Supercycle and How It

Changes Everything (Maudlin
and Tepper), 315

Engulfing candle, 57
Entering trades rules, 262
Entries

costs, 292
and exit locations, 148–149
and exits, 339
staged, 339

Entry limit orders, 64, 320
Entry orders, 38–39
Entry points, 64, 213
Equipment costs, 11
Equity investing example

Canada vs. Japan, 329–332
online resources, 332–333
tax withholding and credits, 332
USD vs. CAD, 327–329

Equity markets, and forex
markets, 270

Established EMA resistance, 121
EToro.com, 5, 36, 296, 297, 298,

299, 300, 303, 304, 305, 307,
309
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392 INDEX

EU sovereign debt crisis, 185, 199
EUR

vs. CHF, 273–274
and CHF, 284
and USD crosses, 31–32

Euro crosses, 30, 31
Euro-Dollar, 22
Europe on $5.00 a Day, 323
European Central Bank (ECB),

172, 185, 199, 282
European Union (EU)

banking crisis, 337
debt crisis, 31
sovereign debt crisis, 337

EURUSD, 70
Exchange-traded funds (ETFs), 60,

136, 180, 289, 345
Exchange-traded funds (ETFs)

portal, 351
Exchange-traded notes (ETNs),

136
Execution quality, 372
Exit limit orders, 43, 64
Exit orders, 67

market orders, 43–44
stop loss orders, 42–43

Exiting trades rules, 262
Exotic currency pairs (exotics),

32
Expectations, 248, 279
Expert compensation system,

300–301
Expert traders

account minimums, 301
assessment of, 302–303
fees for, 301
leverage requirements, 301
performance, 308–309
portfolio performance, 305
uncorrelated returns, 305

Expiration date, 319
weekly and monthly, 317

Expiration periods, 320

Exponential moving averages
(EMAs), 88, 250, 261, 262, 264

Export-oriented economies, 193

F
Failure, 14–15, 47
Falling knife experience, 235, 236,

337
Falling prices, 25–28
False breakouts, 58, 111–112,

115–116, 133, 285
FAstreet.com, 350
Feasibility

competition, 11–12
failure, 14–15
knowledge from study, 12–13
requirements, 14

Fibonacci, Leonardo, 94
Fibonacci arcs, 256
Fibonacci expansions, 256
Fibonacci extensions, 256
Fibonacci fans, 256
Fibonacci ratios, 94, 97
Fibonacci retracements (fibs),

265
about, 93–94
application to charts, 94–96
benefits of, 94
resistance, 121
for support and resistance (s/r),

208
timing or cycle indicators, 256
truth about, 96–98

Fibonacci time zones, 256
Financial market correlation, 7
Financial sites, 351–352
Fixed holding period, 319
Fixed payout, 319
Fixed return options. See Binary

options
Fixed stop loss, 42, 149

vs. trailing stop loss, 148–149
Follow through barrier, 363–364
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Following trend, 362
Forbes, 124
Forex alternative methods

about, 295
binary options, 316–321
forex social networks and

trading, 295–311
skills required for success,

311–316
Forex basics

currencies and currency pairs,
17–20

currency pairs types, 29–32
currency trading in pairs, 20–28
leverage and margin, 35–44
pips, 32–35
risk and risk control, 44–45
success and skills required,

45–48
Forex binary options brokers,

348
Forex brokers, 47, 325
Forex brokers selection, 342,

371–373
Forex content sites, 296
Forex facts

about, 1–2
feasibility, 11–15
forex diversification, 1–4, 332
risk adjusted return, 4–11

Forex for income
about, 323–324
carry trade, 333–340
long-term forex trends,

324–327
Forex markets

alternatives to, 342
central bank announcements

effect on, 188–189
and equity markets, 270

Forex pair price quote, 22–24
Forex price quote, 23–24
Forex professionals, 291

Forex risk levels, 4–5
Forex sites, 348, 349, 350
Forex social networks, 296–297
Forex social networks and trading,

295–311
about, 295–296
forex social networks, 296–297
mimic accounts, 297–298
social trading described, 297

Forex trading
currency diversification,

344–345
practice accounts, 342–344

Forex trading alternatives
about, 287
autotrading systems, 287–289
currency funds, 289–291
managed accounts, 291–293

Forex trend drivers, 175–189
Forex.com, 257, 349
ForexCrunch.com, 349
ForexFactory.com, 191, 257, 261,

289, 296, 345, 350
ForexMagnates.com, 350, 372
ForexPeaceArmy.com, 296
Forexpedia, 348
Forexpros.com, 296, 350
Four rules for using Double

Bollinger Bands
for going long, 233–235
for going short, 232–233
for minimizing risk, 234–235
for trading the range, 234–235

Fundamental analysis, 137
context, 240
focus of, 169
long term, 60
and technical analysis (TA)

together, 171
use of, 169–170, 171
uses for, 199

Fundamental analysis context,
212, 215–216, 219, 222
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394 INDEX

Fundamental analysis essentials
analysts, 200
day trading short term

fundamentals, 197–199
forex trend drivers, 175–189
fundamental analysis essentials

and technical analysis (TA)
together, 171–175

macroeconomic data and
indicators, 189–197

technical analysis (TA) and
fundamental analysis (FA),
200–203

understanding vs. applying,
199–200

Fundamental context, 206
Fundamental factors, 108–109,

111, 159
Fundamentals

long term, 257
of macroeconomic drivers, 257
to screen pairs, 338–339
of underlying economics, 137,

257
Further study and experience,

92–93
Future, 342–345
FXCM (broker), 309
FxStar, 296
FXstreet.com, 257

G
Gain, 66
Gambler-oriented websites, 316
Gambling, 13, 14, 325, 372–373
Gang of four principle, 343
Gann indicators, 258
Gann Lines, 256
Gently trending markets, 248
German Bunds, 179
Get-rich-quick schemes, 325
GIIPS sovereign debt troubles, 179
GLD EFT, 376

Going long (buying), 5, 21, 22, 25,
39–40, 233–235

Going short (selling), 12, 24, 25, 40,
232–233

Gold, 7, 227–228, 239, 250, 275,
276, 277–282, 278, 279, 281,
282, 377

Great Financial Crisis, 6
Great Recession, 196
Greek bailout package, 172, 215
Greek sovereign bond default, 270,

280, 338
Growth data, 108
Growth of social trading, 307
Growth reports, 187
Guardian Angel guidance system,

304
Guru Traders, 299, 300, 309, 310

H
Hammer, 57
Hammer and Hanging man candle

patterns, 104
Hammer candle patterns, 104
Hang Seng index, 267
Hanging man, 57
Harrison, Ed, 351
Head and Shoulder reversal

pattern, 315
Head and shoulder top pattern,

113
Hedging currency bets, 250
Hedging currency risk, 344
Hedging of forex exposure, 327
High leverage, risk of, 4
High price (resistance), 75
Holding period, fixed, 319
Holiday catch-up, 364
Housing data, 192

I
Illiquid markets, 8
in the money, 319
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Income, steady, 324
Indecision indicator, 52
Indecision patterns, 107
Indicators

DiNapoli, 258
Double Bollinger Bands (DBBs),

258–259
Elliot Wave Theory, 258
errors from, 240
Fibonacci retracements (fibs),

258
Gann, 258
how many, 240
lagging vs. leading, 228
momentum, 261
the more the better, 239–240
moving average convergence/

divergence (MACD), 258–259
popular, 256
quantity used, 257
screening time frame, 259
support and resistance (s/r), 261
timing, 261
trending, 261
types to employ, 258–259

Inflation, 1, 3, 189, 278, 332
Inflation data, 187, 192
Inflation risk, 189
Information, 138
Initial attraction, 212, 218
Initial screening, 211–214
Inside contacts, 133
Insider information, 133
Interest rate differential, 339
Interest rates, 71, 108
Intermarket analysis, 32, 71, 271
Intermarket analysis convergence/

divergence, 265–268
Intraday price movements, 134
Inverted Hammer and Shooting

candle patterns, 104
Inverted Hammer candle patterns,

104

Investment, minimum level
requirement, 310

Investopedia.com, 103, 246, 351

J
Japanese candle chart patterns,

121
about, 101–103
single candle patterns, 104–105
double candle patterns,

105–106
triple candle patterns, 106–107
basic listing, 102–103
context and timing, 107
indecision indicators, 101–102
key points about, 107
reversal indicators, 101
vs. Western Style chart patterns,

101
Japanese Candlestick Charting

Techniques (Nison), 50
Japanese government bonds,

179
Japanese Yen (JPY), 2
Jones, Paul Tudor, 124
Journals. See Trade journals

K
Keynes, John Maynard, 172
Kicklighter, John, 257, 348
Knowledge from study, 12–13
Kruger, Joel, 348

L
Lag functions, 88
Lagging indicators, 236, 261
Lagging vs. leading indicators,

228
Leading indicators, 236, 261, 263,

264
Lehman Brothers, 280
Lemont, David, 298
Level playing field, 132, 138
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Leverage, 9, 10, 184
absence of, 60
default, 304
defined, 35
impact of, 44, 45
limits to, 35–36, 365
risk and reward via, 334
risk from, 334–335
trading with, 5

Leverage and margin, 365–366
capital adequacy, 36–37
leverage limits, 35–36
and lot size interaction, 36
margin calls as circuit breaker,

37–38
order types, 38–44
risk and reward increase, 35

Leverage used, 141
Lien, Kathy, 188, 257, 350
Lifestyle, 126
Liquid currencies, 18
Liquid markets, 7
Liquid pairs, 207
Liquidity, 7–8, 179, 196, 359, 362
Logic of chart patterns, 116–119
Long (buying), 26
Long (buying) gold, 278
Long (buying) pairs, 26
Long (buying) positions, 75
Long and short-term behavior,

90–91
Long down candle, 217
Long Term Capital Management

(LTCM), 46
Long term investments, 327
Long term timeframes, 67–68
Long time frames as risk reduction

broker quality signs, 139–140
fundamental analysis matters in

longer timeframes, 137
ideal trends for long term

investors, 136–137
level playing field, 132–134

more and better information,
134

safer trading styles, 130–131
speed kills, 131–132
starting out with long duration

trades, 138, 139
technical indicators for long

time frames, 137
trading costs, how to lower, 138
trends in longer time frames,

134–136
Longer time frames, 77, 130–140
Longer-term analysis, 139
Longer-term buy and hold

investors, 170
Long-term buy-and-hold

instruments, 333–336
Long-term buy-and-hold investors,

3–4
Long-term carry trades, 324
Long-term downtrend, 60, 330
Long-term forex trends, 134,

324–333, 327
Long-term fundamentals vs.

short-term fundamentals,
163–164

Long-term positions, and price
swings, 136

Long-term trends, 336
Losing levels, 146
Losing streaks, 125, 302
Losing trades education, 47
Loss, lowest probability, 65
Loss minimization, 128
Losses, 34

as cost of experience, 129
limitation of, 142
mathematics of, 367–369
maximum possible, 36

Losses vs. gains, 124
Lot size, 33–34, 36, 44, 45, 147
Low correlations to social trading,

376–378
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Low inflation expectations, 279
Low price (support), 75
Low risk, high potential trades,

205, 207, 215, 217
Lower correlation plays, 306
Lower wicks, 53
Low-risk, high potential trades,

205–210, 343
Low-risk high-yield trades, 64–65
Low-risk trading styles, 130

M
Macro lot size, 356
Macroeconomic conditions, 170
Macroeconomic data, 191
Macroeconomic data and

indicators
about, 189
capital and trade flow, 193–194
crisis intervention, 196–197
example of, 189–192
geopolitcs, 192–193
merger and acquisition (M&A)

activity, 194–195
short-term illiquidity, 195–196

Major currencies (majors), 290
currency labels explained, 18–19
pairs, 29

Major currencies (majors) pairs,
pairs, 365–366

Major pairs, 275
Major trading sessions, 359–362
Managed accounts, 291–293, 292
Manipulation, 67, 285
Margin, 35
Margin calls, 36–37, 37–38, 45
Margin deposit, 36, 37, 335
Margin used, 141
Market, normal vs. intermarket

correlation, 277
Market conditions, 65, 313
Market Currents (blog), 350
Market direction change, 363

Market environment, 288
Market expectations, 186–187
Market hours, 177
Market makers, 67
Market movers, 284
Market orders, 43–44
Market panics, 6
Market sentiment, 108, 170, 183
Market settlement, 101
Mauldin, John, 315, 351
Maximum loss per trade, 141, 142
Mentors, 301
Mentors and colleagues, 166, 296
Metatrader 4 (charting software),

180, 259
Micro accounts, 10, 34, 147
Middleton, Reggie, 351
Mimic accounts, 297, 297–298
Mind games, 284–285
Mind your business, 47
Mini accounts, 10, 34, 36, 37, 147,

356
Momentum (trend strength), 69
Momentum buyers, 40
Momentum indicators, 137, 227,

237, 261
benefits of, 228–229
moving average (MA)

crossovers as, 252
toolkit selection, 258

Momentum slowing, 247
Momentum trading, 148, 211
Money management, 48, 220
Money management criteria, 65,

207
Money management (RAMM), and

technical analysis (TA) and
risk, 220

Money printing, 332
Monthly jobs reports, 192
Monthly retail sales, 192
Mood and attitude, 145
Morning Star Patterns, 106
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Moving areas, periods used, 88
Moving average convergence/

divergence (MACD),
histogram, 264

Moving average convergence/
divergence (MACD)
indicators, 245, 246, 258–259

Moving average crossovers, 236,
237–244

back testing, 244
as classic momentum indicators,

252
crossing, 241
how many indicators, 240
the more indicators the better,

239–240
price crosses over and under,

238–239
risk and money management

(RAMM), 240–241
trading systems using, 242–243
trend reversal indicator using,

241
types of, 238

Moving average layering and trend
strength

stronger downtrend and,
252–253

trend strength and clarity, 249
trend strength and MA results,

249–251
Moving average (MA) layering,

251–252
Moving average (MA) results, and

strength, 249
Moving averages (MAs), 229

advantages of, 87–88, 89
behavior, 91–92
disadvantages of, 88, 89–90
duration and age, 89–90
further study and experience,

92–93

long and short-term behavior,
90–91

MA behavior, 91–92
most important to watch, 88–89
period, 239
shorter duration, 242
for support and resistance (s/r),

208
Myfxbook, 296

N
National economic fundamentals,

136
National Futures Assocation

(NFA), 302, 366
Neckline, 111, 112
Negative correlation, 266, 275
Negative risk reward ratio, 320
Nenner, Charles. See Risk appetite
Neutral indicator, 52–53
Neutral zone, 231, 232
News announcements, 159
News events, 20, 59, 159
News events trading, 170
News interpretation, 363
News traders, 197
News traders information, 198–199
Nikkei index, 267, 272
Nison, Steve, 50
Normal random price movements,

142, 145
Nyaradi, John, 289

O
OCO (one cancels the other)

order, 40–42
Oil

vs. CADJPY, 283–284
consumption, 180
vs. risk currencies, 282–283
and S&P 500, 271, 283

Oil N’Gold, 257
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1 to 3 percent capital rule, 142
1:3 rrr, 148, 150–152
Online resources, 332–333

financial sites, 351–353
forex sites, 347–350
individual analysts, 353
SeekingAlpha.com, 333
technical analysis, 353

OpenBook, 296
Optimism. See Risk appetite
Order types

for buying, 39–40
entry orders, 38–39
exit orders, 42–44
for going long a currency pair,

39–40
for gong short a currency pair,

40
OCO (one cancels the other)

order, 40–42
for selling, 40
temporary reversal before

breakout, 42
Oscillators

about, 244–246
buy/sell signals from, 246–248
Commodity Channel Index

(CCI), 248
designer genes, 249
other popular, 248–249
Rate of Change (ROC), 248–249
when to use, 248

Oscillators, basic, 229
Out of the money, 319
Overbought conditions, 228, 246
Overconfidence, 125, 130
Oversold conditions, 228, 245, 246

P
Panic periods, 279
Partial positions, 239, 339
Partial profits, 149–150

Passive investments, vs. active
investments, 45–46

Passive investors, 293, 323
Past, 341–342
Patience vs. action, 127
Payout, fixed, 319
Personal database elements, 160
Pettis, Michael, 351
PIIGS sovereign debt troubles,

179
Pips

about, 32–33
calculation and examples,

355–358
calculation of, 33
defined, 32
lot size, 33–34
size of, 355
value of, 356

Planning results
business plan overall, 165
failure to plan, 158
fundamental and technical

analysis, 159
journals, 160–162
sample trade rationale in

journal, 162–165
scenarios or decision tree, 159
trade selection rationale, 158
trend strength, 159

Plans, for each trade, 160
Portfolio allocation, 324, 344
Portfolio performance, 299
Position and swing trade, 216
Position size and sizing, 141, 147
Position trading, 210
Positive correlation, 266
Potential gain, 214–215, 221
Potential loss, 215, 222
Practice accounts, 128, 131, 145,

146, 147, 342
Practice period, 47
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400 INDEX

Practice Trade Simulations, 227,
253

Price, 68, 247
Price behavior, 49, 74
Price changes, 90
Price crosses over, 238–239
Price data, 139
Price fluctuations, 65
Price gapping, 39
Price level resistance, 120
Price levels, 74

longer time frames, 77
risk and near strong support,

75–76
shorter time frames, 77–78, 80
variables, 76–77

Price movements, 256
Price moves, barriers from, 241
Price uncertainty, 9
Price volatility, 143
Prior session influence, 363–364
Pritchard, Ambrose Evans, 351
Producer price index (PPI), 192
Profit expectations, 125
Profit target, 154
Profitability, 44
Profits

from higher-risk trades, 224
vs. wins, 127

Profit-taking point, 150
Psychology basics, 125–126
Punctuated buy and hold, 335
Purchasing Managers Index (PMI),

192
Purchasing power, decline of, 2
Put binary options, 320
Put option, 319

Q
Quality content, 140
Quarterly gross domestic product

(GDP), 192
Quote currency, 22, 355, 356

R
Range trading, 210, 234–235
Range-bound markets, 99, 244, 248,

327–338
Rate expectations, 191
Rate of Change (ROC), oscillators,

248–249
Reading materials, 313
Reference point creation, 231
References, 292
Registered managers, 292
Regulation, 302
Reinhart, Carmen W., 315
Relative price movement, 20–21
Relative Strength Index, 229, 245,

246
Requirements, 14
Resistance, 12

defined, 55, 63–64
kinds of, 120
levels, 49
into support, 68–69

Resistance line, 86
Retail forex trading, 296, 365
Retracement, 94
Reversal direction, 247
Reversal patterns, 107, 108, 116
Reversals, 78, 248, 269
Rising currencies and rising asset

markets, 327
Rising rate differentials, 339
Rising vs. falling markets, 5–7
Risk

from decision fatigue, 132
of high leverage, 4
vs. lot size, 34
vs. reward, 262
of sovereign default, 179
and timeframe, 62

Risk adjusted return, 4–11
advanced warnings, 4
financial market correlation, 7
forex risk levels, 4–5
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liquidity, 7–8
rising vs. falling markets, 5–7
risk/reward potential, 9–10
slippage, 9
specialists, 9
startup and trading costs, 10–11
trading hours, 7

Risk and money management
(RAMM), 1, 5, 10, 34, 48, 60,
312, 335–336

about, 123–124
account size and affordable loss

per trade, 142
capital preservation, 124–125
conditions for success, 166
criteria, 65
entry and exit locations, 148–149
essence of, 140–141
issues, 123–124
leverage and margin, 147
moving average crossovers,

240–241
open positions, 148
planning results, 158–165
position sizing, 147–148
risk-reward ratio (rrrs), 150–158
single vs. multiple entries and

exits, 149–150
stop loss setting, 142–146
techniques, 240
three pillars of, 141

Risk and near strong support,
75–76

Risk and reward increase, 35
Risk and reward via leverage, 334
Risk and risk control, 44–45
Risk appetite, 176–183, 182, 239,

274, 311, 335. See also Market
sentiment

Risk asset barometers, 266
Risk assets, 4, 266
Risk aversion, 124
Risk capital, 129

Risk control decisions, 50
Risk currencies, 21, 26, 29–30, 170,

177, 268
Risk free practice accounts, 11
Risk magnified loss, 334–336
Risk management, 48, 50, 220
Risk management criteria, 65,

206–207
Risk mitigation, 125
Risk pairs, 26, 60
Risk percentage, 33, 367
Risk ranking, 70
Risk reduction, 4, 130
Risk tolerance, 127
Risk vs. safe haven currencies,

19–20, 274
Risk vs. safety currency, 70–71
Risk/reward potential, 9–10
Risk-reward ratio (rrrs), 141, 241

acceptable rrr and market
conditions, 155–156

applying 1:3 rrr, 154–155
breakeven level, 223
making winners out of losers,

150–152
vs. profit likelihood, 153
realistic, 292
risk and money management

(RAMM), 149–158
risk-reward, 152–154
stop loss orders, 156–158
stop loss trailing orders, 156–158
trading rationale, 158

Risk-reward ratio (rrrs)
evaluation, 220

fundamental analysis context,
215–216, 222

potential gain, 214–215, 221
potential loss, 215, 222
stop loss placement, 221
trade postmortem, 216–217,

222–224
conclusion, 216, 222
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402 INDEX

Risks and benefits, social trading,
298–305

Risk-to-safety spectrum, 19, 29, 70,
170, 177, 267, 268

Robbins World Cup Championship
of Futures Trading, 249

Roche, Cullen, 351
Rogoff, Kenneth S., 315
Rollover rates, 372
Round numbers, 76
Rule of 10s, 357, 358
Rule of law, 292
Rules

for entering trades, 262
for exiting trades, 262

S
S&P 500 Index (S&P 500), 257, 266,

267, 271, 283
Safe haven assets, 4, 177, 266, 281
Safe haven currencies, 21, 26,

29–30, 170, 173, 177, 180, 193,
268

Safety ranking, 70
Scams, 288
Schiff, Peter, 333
Schlossberg, Boris, 257, 350
School of Pipsology, 347
Screening, initial

breakout trade, 217–220
initial atraction, 218
swing trades, 211–213

Screening, second
breakout trade, 209–210,

220–221
risk-reward ratio (rrrs)

evaluation, 214–216, 220
technical analysis (TA) and risk

and money management
(RAMM), 213–214, 220

Screening sequence, 259
Screenshots, 160, 161
Second guessing game, 223–224

Securities and Exchange
Commission (SEC), 6

SeekingAlpha.com, 257, 333, 345,
351–352

Selection practices, 299–300
Selection process, 299–301
Sell first and ask questions later,

193
Sell limit, 40
Sell short, 6
Sell zone, 231
Setting stop losses, choices,

142–146
Shadows, 51
Shanghai index, 267, 272
Shedlock, Mike “Mish,” 351
Shell, Ralph, 351
Short (selling), 21, 26, 40, 345.

See also Going short (selling)
bans on, 21
momentum type, 40

Short pairs, 26
Short position, 6, 25
Short term benchmark interest

rate, 71
Short term interest rates

capital appreciation, 185
carry trades, 183–185
central bank announcements,

185–187
drivers to, 185–187

Short time frame charts, 59
Shorter time frames, 77–78, 80
Short/resistance (s/r) for flat or

gently stopping trends, 99–100
Short-term cowboy trading, 13
Short-term fundamentals, vs.

long-term fundamentals, 163
Short-term speculators, 3
Simple moving averages (SMA),

87, 88, 230, 238
Simple stop loss, 42
Single downtrend lines, 82–83
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Single uptrend lines, 82–83
Single vs. multiple entries and

exits, 149–150
Skill level, 126
Skills required for success,

302–303, 311–316
Slippage, 9, 18
S/n indicators, 119–122
Social networking, 344
Social trading

advantages and pros of, 305–306
benefits of, 298
costs to participate, 301
demo accounts, 304, 309
described, 297
etoro.com vs. Currensee.com,

307
expert compensation system,

300–301
growth of, 307
low correlations to, 375–378
lower correlation plays, 306
regulation, 302
risks and benefits, 298–305
selection, 312–313
selection practices, 299–300
selection process, 299–301
skills required for success,

302–303
time saved by, 305
trade replication risk, 298–305
transparency re: experts, 306
warnings regarding, 303

Software, 260–261
Sovereign debt troubles, 172, 337
Sovereign default, 172, 179, 189,

195, 234–235, 270, 280
Sovereign insolvencies, 32
Specialists, 9
Speculation, 50
Spinning top candle patterns, 104
Spreads, 11, 24, 149, 372
S/r points, 158

S/r types convergence, 76
Stability, 336
Staged entries, 68
Staged exits, 68
Standard account lots, 147
Standard deviation, 230
Standard lot size, 356
Startup and trading costs, 10–11
Stimulus plan, 197
Stochastics, 229
Stochastics oscillators, 245, 246
Stock market, margin leverage, 290
Stock Trader’s Almanac, 289
Stockcharts.com, 103
Stop loss, 236, 339

initial width, 224
placement, 208, 209, 220, 221
point, 259
setting criteria, 142
setting distance, 157
trailing, 68

Stop loss orders, 33, 36, 42–43, 111,
154, 171, 206

Stop loss setting
average true range (ATR),

145–146
benefits of more capital, 143–144
capital adequacy, 146
per trade, 146
recent range, 145
risk vs. need to win, 144–145
where to set, 142–143

Stop loss width, and capital
account size, 143–144

Strategy and risk tolerance,
313–316

Strength, and moving average
(MA) results, 249

Stress, 125, 126, 138
Strike price, 319
Success, reasons in longterm

positions, 138
Success and skills required, 45–48
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Super Sectors: How to Outsmart

the Market Using Sector

Rotation and ETFs (Nyaradi),
289

Support, 12, 54–55, 63
Support and resistance (s/r), 54–58

indicators, 261
influence of, by others, 67
levels implied, 259
price levels, 261
temporary points, 259
as zones, 66–67

Support and resistance (s/r)
identification, 62

currency pairs focus, 69–70
long term timeframes, 67–68
low-risk high-yield trades, 64–65
multiple entry exit points, 68
resistance into support, 68–69
risk vs. a safety currency, 70–71
support and resistance (s/r) as

zones, 66–67
support and resistance (s/r)

reversal, 63–64
technical analysis and risk

management, 66
technical analysis (TA)

overdose, 69
Support and resistance (s/r)

reversal, 63–64
Support levels, 49
Support/resistance points, 258
Swing trades, 211–217
Swiss Franc (CHF), 2
Swiss National Bank (SNB), 173,

175
Symmetrical triangles, 116
Systemic risk, 280

T
Tax withholding and credits, 332
Technical analysis, and risk

management, 66

Technical analysis (TA), 212. See

also Basic momentum
indicators

about, 49–50
benefits of, 73–74
Bollinger Bands (BBs), 98–101
breakout trade, 219–220
candle chart basics, 50–54
candle chart timeframes, 59–62
criteria, 339–340
Fibonacci retracements (Fibs),

93–98
focus of, 169
and fundamental analysis (FA),

201–203
Japanese candle chart patterns,

101–107
long term, 60
overdose, 69
price levels, 74–80
purpose of, 62–63
and risk and money

management (RAMM),
213–214, 220

s/n indicators, 119–122
support and resistance (s/r),

54–58
support and resistance (s/r)

identification, 62–71
trends and trend lines, 80–93
use of, 171
western chart patterns, 108–119

Technical analysis (TA), future
study

about, 255, 269
back testing, 260–265
currencies vs. commodites,

277–284
currencies vs. currencies

correlation, 273–275
divergences’ significance,

269–271
importance of, 268–277
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intermarket analysis
convergence/divergence,
265–268

mind games, 284–285
step beyond, 284–286
technical indicator combination,

257–260
thinking like a pro, 285–286
timing or cycle indicators,

255–257
USD and stocks correlation vs.

causation, 272–273
USD vs. equities, 271–272

Technical and fundamental
analysis, 48, 139

Technical indicators, 258–259, 343
Technical resistance, 363
Technical tools, 261
Temperament, 126
Temporary reversal before

breakout, 42
Tepper, Jonathan, 315
Terms currency, 22
Test frequency, 76
TheSensibleGuidetoForex.com,

227–229, 236, 253, 345
This Time Is Different: Eight

Centuries of Financial Folly

(Reinhart and Rogoff), 315
Three Black Crows Patterns, 106
Three Inside Down Patterns, 107
Three Inside Up Patterns, 106
Three White Soldiers Patterns, 106
Time frames, 62, 77–78, 131, 262
Time saved by social trading, 305
Time zones

follow through barrier, 363–364
following trend, 362
holiday catch-up, 364
major trading sessions, 359–362
news interpretation, 363
prior session influence, 363–364
technical resistance, 363

Timing indicators, 261
Timing or cycle indicators

about, 255–256
Elliot Wave Theory, 256–257
Fibonacci retracements (fibs),

256
Ganns, 256
technical analysis future study,

255–257
toolkit selection, 258–259

Too-big-to-bail, 202, 337
Toolkit selection

about, 257
indicator types to employ,

258–259
momentum indicators, 258
support/resistance points, 258
technical indicator combination,

258–259
timing or cycle indicators,

258–259
trend or range, 258

Track record, 312
Tradable downtrends, 263
Trade deficits, 194
Trade driven correlation,

273–274
Trade examples

initial screening on long
timeframe charts, 206–208

second screening, 208–210
about, 205
breakout trade, 217–224
swing trades, 211–217
trader psychology, 224–225
types of trades, 210–211

Trade journals, 129, 146, 159,
160–165, 239, 342, 343

Trade Leaders, 301, 305, 307, 375,
376, 378

Trade opportunities, 152
Trade plan form, 160
Trade planning, 38
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Trade postmortem, 216–217,
222–224

Trade rationale, 160
Trade replication risk, 298–305
Trade selection criteria, 151
Trade selection rationale, 158
Tradency, 296
Trader education, 349
Trader forums, 344
Trader personality, 166
Trader psychology, 46–48,

123–140, 224–225
Trader psychology basics

finding-oneself tips, 128
importance of taking time

needed, 128
risk reduction, 127
trader’s mindset on risk, 128–129
trading styles and methods,

126–128
what to consider when

selecting, 126–128
winning and losing streaks,

129–130
Trader training, 140
Trader’s style, 312
Trades, types of, 210–211
Trading

and emotion, 39
trend vs. range, 231
against trends, 83

Trading approach, diversification
of, 378

Trading business plan, 160, 162
Trading day, 177
Trading hours, 7
Trading periods, 59
Trading plans, 13, 131, 158, 161
Trading platforms, 372
Trading ranges, 147–148, 232, 248,

337
Trading real money, 127
Trading rules, 343

Trading style, 125
Trading success, 46
Trading systems, 242–243, 260,

342
Trading the range, 234–235
Trading the reversal, 111
Trading week, 359
Trailing stop loss, 43, 68, 148, 154,

155, 224
Trailing stops, 148, 149, 164, 215,

216, 285
Training costs, 11
Transaction costs, 11, 24, 138,

372
Transparency, 292
Transparency re: experts, 306
Trend, 27, 60
Trend changes, 267, 269
Trend direction, 87
Trend exhaustion, 363
Trend lines, 81, 83, 208
Trend or range, 258
Trend reversal indicator, 241
Trend reversal patterns, 111,

228
Trend reversal signals, 238
Trend reversals, 247
Trend strength (momentum), 69,

249–251
Trend trading, 210
Trending indicators, 261
Trends

and Bollinger Bands (BBs),
100–101

definition, 80–81
strengthening vs. weakening,

228
and time frames, 80
trading against, 83
and trend lines, 80–93

Trends and trend lines
channels vs. single trend lines,

83–97
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moving averages (MAs), 87–93
single downtrend lines, 82–83
single uptrend lines, 82–83
trends and time frames, 80
trends definition, 80–81
types of, 81–82

Triangles, 116
Trichet, Jean-Claude, 188
Triple bottoms, 108
Triple Candle Patterns, 105
Triple tops, 108
Tweezer tops patterns, 55, 105

U
Upper channel line resistance, 120
Upper wicks, 53–54
Uptick rule, 6, 21
Uptrend, 5, 60, 82
U.S. Dollar Index, 275
U.S. Federal Reserve, 172, 185,

191, 197, 272, 282
U.S. Treasury bonds, liquidity of,

179
USD

vs. CAD, 273, 327–329
vs. commodities, 282
vs. equities, 271–272
and EUR negative correlation,

274
as safe haven currencies, 272
and stocks correlation vs.

causation, 272–273
USD index, 21
USDCAD, 70

V
Value buyers, 39
Variables, 76–77
Volatility, 99, 196

W
Wachtel, Cliff, 124
“Wall Street Breakfast: Must Know

News,” 351
WallStreetSectorSelector.com,

289, 352
Warnings, 303
Websites. See Online resources
Weighted Moving Areas (WMAs),

88
Western chart patterns, 101,

108–119, 121
White Marubozu candle patterns,

104
Wicks (shadows), 51
Wide rate differentials, 339
Williams, Larry, 249
Williams, Michelle, 249
Williams %R, 249
Winning and losing streaks,

129–130
Winning streaks, 125, 130, 302
Wins vs. profits, 127
Wire transfers, 335
Wolf, Martin, 351

Z
ZeroHedge.com, 351
ZuluTrade, 296
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