How to add lots in a winning trend


Adding to posititions during trends is the key to making big money in the market. Say price moves 100 pips and you get in and get 80 of them. Nice. Add to your position and you can pull out 100..150... 180 pips out of that same move. That is exponential growth and where the real secret is. Most people do the opposite.. take profits as the move goes along. That's fine too. It all depends on your aversion to risk. Here are a few "structures" to consider.

The Pyramid
Start with more than 1 (mini)lot and add lesser amounts of lots as price continues. This makes the newer positions smaller and drawdown on them eats less profit and the "base" positions generate a lot of profit. The downfall with this method is that you have more money open to risk at the beginning of the trade where risk is the highest. This is a more stable structure and very suitable for shorter trends but is dependent on account size and timing.

The Column
Start with a set amount of lots or one lot. Add that same amount as the trade becomes more profitable. Columns are stable and are what I typically use. I usually start with one lot and add one lot based on my system output. The pro's of this structure is that there can be less risk up front, but also less reward. But still more reward than not adding on. 

The Inverted Pyramid
This structure requires taking a small position, but adding on exponentially as the trade goes in favor. For example, starting with 1 lot, then adding 2.. then adding 4, etc. Massive reward and little risk up front. However, Exit timing is crucial because of the amount of capital and potential loss on the "top" end. Not recommended for the meak of heart, low capital, or systems that don't provide solid exit targets.

Although I don't use every add on signal, the system taught by Bill Williams in New Trading Dimensions, is a beautiful system for adding on to positions in existing trends. I use my own trade selection, entry, and exit methods, but the fractal, AO, and alligator add on signals are where I make the bulk of the profits in my trades. I must emphasis that the forex market is not the easiest to trade and finding sleeping alligators.. let alone trading sleeping alligators can be a hard way to trade in forex because of the whipsawing and speed of the market. But if you apply the adding on methods, your profits will eclipse your losses if you're smart about it.

