
RECAP of CatFX50 (30-09-06):
Main tools:


EMA50 on chart.
EMA120 on chart.

Hist_Step_MA_Stoch_KV1_Ex_03 set at 2000 bars.
Set filters on Step: +0,04 and -0,04.


Plot aNina_v1, set it at 9000 cbars.

Hist_StepMA_Stoch is the main indicator here. When Hist_StepMA_Stoch and aNina give signal simultaneously, the better. Do not trade if they give opposite signals.
TSR Daily Range Calculator or TSR range2. 

This calculator tells us the daily range of the pair. It is very important to know it. It is very important to know too where the pair is in relation to its daily range when we get a signal. It tells us the stop loss we should use according to the daily range and to a Risk/Reward ratio of 3:1. You can change the R/R. The stop loss it shows is a mathematical one, it is not based on any kind of pattern nor Technical Analysis. Do not forget that. 

TF: 30 minutes.
Trade time: 08:00cet to 18:00cet

Optional tools:

FX Sniper’s MA. Set it to 50 and you will have EMA 50 with colors.

FiboPiv_v2

MAX Movin Average set at 50, 14, 2000, 2

Camarilladt7 with L3, L4, L5 and H3, H4 and H5.

Standard or Level 1 signals:

Buy when price crosses EMA 50 and new bar opens above. Hist_StepMA_Stoch must be green. 

Sell when price crosses EMA 50 and new bar opens below. Hist_StepMA_Stoch must be red.

If price and Hist_StepMA_Stoch crosses are simultaneous, the better.

Level 2 signals (riskier):

For instance, when price is above EMA 50 with Hist_StepMA_Stoch in green. Price then opens one bar at least below EMA 50 and Hist_StepMA_Stoch keeps in green mode. When price opens again above EMA 50 with Hist_StepMA_Stoch validating (green), we can buy. The opposite for a sell. 

Level 3 signals (riskier):

For instance, we are in bullish mode: price above EMA 50 and Hist_StepMA_Stoch in green. Suddenly, price goes down crossing or without crossing EMA 50 and obviously without opening below it. Hist_StepMA_Stoch changes to red. We buy when price goes up again always validated by Hist_StepMA_Stoch that should change to green again.
Level 4 signals (Take care): 
Level 4 is when price, after a consolidation of a few bars, breaks through the last high or low. The main thing we need is an indication of strength, and if we don't get it, it could be a trap!

Obviously, the breakout down should have Hist_StepMa_Stoch in red and green for the opposite.
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The main difference between Level 2 and Level 3:
On Level 3 the price doesn't have to cross the EMA50 line 

The other difference is that Hist_StepMA_Stoch briefly changes color


Level 4:
Notice the price breakout in the illustration? It would be hard to ignore, wouldn't it? 

You don't have to wait for the price to close to do the trade, get on board and ride that baby!

Something to take into account:

Pairs to trade: EURUSD, USDCHF and GBPUSD. 

When bar opens more than 20 pips above/below EMA 50, the signal is riskier.


Do not buy/sell, for instance, EURUSD because GBPUSD has a signal. Wait for the signal to come in each pair you want to trade. Look at EURGBP, USDCHF and US Dollar Index always.

Stop Loss and Money Manegement:
We can not jump in a trade without knowing the amount of pips we expect to make. We can not know that seriously without a stop loss. The stop loss will tell us what we should expect according to the Risk/Reward ratio we use. For instance, we get a validated signal to buy EURUSD at 1.2700. We  decide to go with 1 standard lot. OK, where do we place the stop loss? A common and today useless stop loss is 34 pips. So, we are risking 34 pips, that is $340. If we do not want to gamble, we should expect to make $690 at least. That is 69 pips or 2:1 R/R. But the optimum R/R is 3:1. That is $1030 or 103 pips.

EURUSD has usually a daily range between 60 and 80 pips. It is clear that we will not be able to make those 103 pips in the majority of cases. Then, what’s the point of using a fixed stop loss of 34 pips? We should not do that if we want to keep our money. So, we need to place a stop loss according to the risk and reward we assume and expect. 

Well, you could say, as I want a 3:1, I place the stop loss 5 pips below entry. That is, I’m risking 5 pips to make 15. Great!!! But this does not work that way, sorry. We use charts because we think they tell us what to do according to what price has done. If we use a s/l of 5 pips without looking at what price has done before we get the signal, we are not trading, but betting. What to do, then?

We need to look at what price has done during the previous bars. They will tell us where to place the stop loss. If the “logic” stop loss we get is too high according to what we expect, we should not take that signal. So, lets say it is 17:30cet and we get a signal to buy EURUSD. The stop loss we need to use is 15 pips and EURUSD has only 10 pips to go up according to its daily range. Do we take it?

But, you could say: “Daily ranges break sometimes”. Yes, they do. You said it: sometimes.

We should not forget that if we scale during the trade, our risk/reward ratio changes, because we acceped a risk at the beginning of the trade according to a assumed reward we will not get; as the reward will not be the same at the end of the trade if we have taken partial profits during its development. 

Here you can read more about stop loss and Money Manegement:

http://www.forex-tsd.com/50536-post6240.html
http://www.forex-tsd.com/50550-post6242.html
http://www.forex-tsd.com/50553-post6243.html
Final:

CatFX50 easy system is a winning one, but it is not a Holy Grail nor a money machine. Use common sense.

Do not forget that CatFX50 has not an exit strategy. Therefore, and it is mandatory, you need to know your risk/reward ratio before placing a trade.

I make daily recaps of the signals CatFX50 gives. These recaps can be deceptive, because you see the huge amount of pips the system generates every single day. But no one can take them all. It is impossible. Do not forget that. Maybe, someday, a very smart trader will find the way to grab them all. Since then, take care and good luck!!!
FOCUS, PATIENCE AND DISCIPLINE.

Nina



