Phillips Daily Wrapup for 8 August 2008 (Source is Post 16532)

Right lets look at some of the movement that we have had lately, especially on the Euro / Dollar and the British Pound. 

The Euro Dollar graph that I’ve put there, you can see on the left hand top is the daily graph. And what I would like you see is trend line number 1 which was a weekly trendline, which has been drawn in there. I remember my last trade or so I also showed you people that. And then when I was chatting with someone, she showed me that trendline number 2 starting from November 2007, where the price was below it and then broke through with that bigger circle and you can see how the price stayed a bit on that trendline before moving upwards. And then it came back twice to test it and then we had this move down. And the price tested in once again, started moving up again there at that red number 2 rectangle there. And then it came down. 

If you look at that blue circle there on the main graph, you will see there on the weekly trendline how price sort of found support there, and eventually it was caught between the 89 and the trendline, and then it broke through…I think that’s where most of us got some pips on the table. 

I stayed out for this huge move down after that trade that I’ve closed during the week. The reason being that number 2 and 3 trendlines, those 2 rectangles that I’ve got drawn in there, and you’ve got the 200SMA on the daily as well. The price stopped at it yesterday but when it moved through that trendline today – that horizontal trendline number 3 - you can see all the support that the price has found on it. Then I realised that this thing is going to move. Then I switched to the 4hrs, or I had the 4hrs on. But the 4hrs you can see broke through that trendline 2 without retracing to it and then trendline 3, that inset plan I’ve got there - that little red square - price went through there. And it did not do the ‘normal thing’…or not the ‘normal thing’, where the price normally retraces back to the breakout level and then starts moving down. It hasn’t done that because the move was a very strong downmove. But if you look at that small little candle there inbetween - sort of a spinner, whatever you want to call that candle. It did not pull back to the breakout level trendline 3 and then come down like that purple line that I’ve got there. But when the price did not pull back there, the 1hr was the confirmation or the place where you could really enter. The reason I’m showing you people this is because it’s all about the rhythm of the market. Right, you can say at this point I haven’t even looked at the MACD because the price was in a downmove. It broke through two quite strong support levels - that trendline number 2 and 3, and the 200SMA on the daily. That’s a very strong breakthrough. That’s why I got interested in the trade below the 200SMA, because normally the 200SMA on the daily and on the 4hr are strong support if it comes from the top. That did not happen, so that already tells me that this move is going to be strong downwards. Then I switched when I saw on the 4hrs that there was no real entry there because the price did not pull back to trendline 3, but it started to move down. So I switched to the 1hr and there you can see it. There was a sort of consolidation. And there on the 1hr entry, that inset on the right hand side, you can see that blue rectangle. There you can see it…there was a consolidation period, and when the price broke through to the bottom, that’s where at that green line that I’ve got drawn in the middle inset on the 1hr – that’s where your entry was – just around or below there. That red circle that I’ve got drawn there was also an evening star, which was not really important at that point because only when that price came down could you really see that that was an evening star. 

Lets look at the right hand side 1hr entry graph, you can see the 1.5220 stoploss, Entry at 1.5189, and 1.5100 level was the target. I did not go all the way down to the target. I normally go to about 10 pips above it and start to scale out of the position or close it completely. I closed out at 1.5111 when I manually closed it. 

That was it on this specific move. Using the rhythm of the market. Using the daily graph as well. All those trendlines you could have drawn on the 4hrs as well – I had it on the 4hrs as well – its not just on the daily. But the daily 200 was the one that really caught my eye. It was inbetween trendline 2 and 3 and when the price went through that and through that lower trendline 3, to me that was the confirmation that this thing was going to run down. I was also aware of the fact that this could be a false coming down, taking out some short entries and then return back. That was the risk of this trade, but the stoploss was 31pips that I put on to risk there and eventually it paid off. I closed half after 25, the other half after 78pips. I see that some other people also got in on that move. The MACD when the market moves quick like this does not really give you chances to get in. But if you follow the rhythm of the market…how it goes through support and resistance levels – we’ve done that a couple of times in this thread. And breakout trades – how you handle breakout trades – on this run you could have made at least 150pips. And that’s what I’ve put away on this downmove is 150 pips. Lets see if its going to continue. The turning point is difficult. I’ll look at it tonight and I’ll post something on the thread to see if we can have a turnaround somewhere. 

