Phillips Daily Wrapup for 17 July 2008 (Source is Post 16213)

Right lets look at that trade that some of us just did. Go to Post 16205. You will see there that I said that I entered on a shorter timeframe or a short term strategy. Now I’m using the 1 and the 5 minutes, watching them both. I’m not doing that all the time but when I want to enter early in a case like this….and the reason why let me explain to you. If you look at the first graph that I’ve included there - the top one. You see those purple roundings – now I call them 3 sisters, but what it actually boils down to is three lower highs. But they weren’t formed with one candle at a time or one candle each. The top one was three, the second one a lower high was two and the other lower high with that tail was the third one busy forming. So there was actually quite a lot of emotion involved there. Remember we had that head and shoulders. If you take that third sister away, there’s a head and shoulders. The price came below the trendline then, almost to the 89 then it pulled back to the trendline (just a little bit above it, but to the 21EMA). Now that’s exactly satisfying one of the rules at the end of an upmove. We have already had a lower high, which is the first one. It came below the trendline; below the 21 and pulled back to the 21 and it started coming down with a tail. That’s why I never had a doubt in my mind that this thing is going to go to the 89. While that tail was forming, look at the candles to the left of that. There is a red one just next to it and then a green one. Both have tails downwards. So it tried to come down but was pushed back all the time and then this last candle coming down. So if you look at the bottom one, that inset that I’ve put there with that TC with a tail forming there. Unfortunately to the 89 or to that bottom trendline was in the order of 30 pips take profit with a 30 odd stoploss, so not very much to be made down to the 89. I’ve decided to go there, take my profit and that’s it. I did not want to go any lower than that. I’ve just had a scroll back and the price is 1.5811 again, so that bottom trendline just below the 89 found support there again so that analysis was true. It was according to the rhythm. So I would say there is a bit of experience involved as well, unless you just stuck to the rules. Forget about everything, and the rule says that when the price makes a lower high above the 21 it means that we can have a move down to the 89 - that’s the end of an upmove. Then it went down below the 21, pulled back to it and gave a nice TC with three lower highs so I never had a doubt in my mind. Just look at the MACD. Remember those smooth TC’s that I explained the other day. Not a ‘V’ type of signal but a nice rounding. Look at those last 2 green bars almost equal in height, giving a nice TC coming down. Even your stoploss was in the region of 32. 33 would have been fine - that’s the one that I’ve taken. So yes, that was it. All those that took it made a couple of pips there. But I was lucky to get in early so I made quite some pips tonight. But not on the four hour strategy. On the strategy itself I think I made 22.5 – something like that on average for the 2 positions that I had. Normally I don’t trade this time of night but I was sitting there and I saw that. I saw someone taking the British Pound. That actually had a very nice tail - down to the 21 also a little bit dicey. There was a breakout if you draw the trendlines, the bottom one and if you take the top one from the 15th 08:00 candle till the 17th 16:00 candle. You can draw a resistance line there and get a triangle, so this was a mini breakout so far. Its busy pulling back to the breakout level now. Remember on the British Pound – just have a look there – we might have another rule here: When the price breaks out, it tends to pull back to the breakout level before coming down. So watch it very closely for tomorrow or later tonight - South Africa its night. So watch for a pullback and then a coming down towards the 89. That’s still on for the British Pound. On the Euro, difficult to say at this stage. The price is above the 89 so I will stay put a little bit there. But just watch the British Pound for a nice move. Now the MACD is not going to give a signal as its started to move below the zero, so you’re not really going to have a signal there. But market motion….switch to the 1 hour and look for a nice pullback and a nice move away from that breakout level. I would enter not above let’s say 1.9960. Maybe a little bit higher like 1.9965 – that would be the highest that I will enter when the price pulls back to the breakout trendline and starts to come down. I will even give it a little bit more room – I would say 1.9960 that’s where I will enter if it turns around coming down to the 89 and the MACD gives a nice signal. And on the 1 hour MACD, most probably you can have a look there and maybe you will get a nice MACD signal, indicating or giving you the confirmation of a move from the trendline coming down. That’s just for the British Pound. Just have a look at it – there might be the opportunity there for a pullback to the breakout level and then a coming down again. Lets see how this is going to develop.   

