Forex Trading Machine

LESSON: THE DOUBLE TRADE OPPORTUNITY

From time to time there are good discretionary trading opportunities in the
market. One of these opportunities is now forming in the GBP/USD pair 4
hour bar chart. The purpose of this lesson is to try and capture the logic of
this opportunity before the trade occurs rather than after, something | believe
Is very important when learning to trade the markets.

As you know, there are basically two types of trading methods: mechanical
and discretionary. With a mechanical trading system a trader does not have
to understand much about the market, trading conditions, etc etc since what
is needed is only to follow exact rules of the system being traded.
Discretionary trading is the opposite of mechanical trading. A discretionary
trader has to judge the market, trading conditions, patterns, trend etc. The
success of the discretionary trader is based on his or her proper analysis of
the market and a good level of discipline.

Discipline is key here since you are relying on your own discretionary
analysis and hence you are in a position to potentially make more mistakes.

One of the most important aspects of a good discretionary trade opportunity
Is that it does not come very often. This means that the more patient you are
the better your chances of success can be. Again, this is in contrast to a
mechanical system were you can get signals every single day, week or
month regardless of market conditions (that is the essence of a mechanical
system: follow the signals as they come without asking questions).

Ok, on with today's lesson.

A true good trade opportunity is when there is a situation were there is a
good potential regardless of weather the market goes up or down. This is the
type of situation that | am seeing at the present in the GBP/USD pair. Let's
examine this step by step.

The first thing | want to do is ask you to look at the following chart and
write down on a piece of paper what type of opportunity you see, what is
your general market analysis, were do you see the market going and any


http://trackinglinks.net/dt2/t.php?id=35
http://trackinglinks.net/dt2/t.php?id=35
http://trackinglinks.net/dt2/t.php?id=35

Forex Trading Machine

other thoughts you might have. So look at the chart, write everything down
and only then read my trade analysis. This is crucial since it let's you
actually compare your own knowledge with someone else's. It is one of the
better ways to learn about yourself and how your mind works trading wise.

GBP/USD 4 Hour Bar Chart:
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Ok, after you conducted your own analysis go on to the next page were |
will go through the exact train of thought | have regarding this trade
opportunity and general market analysis.

My trade opportunity analysis:

The following chart is a general outline of how | see the current market and
the probable set-up that is occurring. In other words, WHAT HAS
ALREADY HAPPENED. In the next chart | will go into the second step of
my trade analysis: my speculation of what WILL happen in the near future.
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Ok, so | start with point A. This point shows me a very sharp spike and a
strong market reversal afterwards. If you look at a larger time frame chart
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you will also see that this spike represents possible strong resistance. You
will understand later why point A is important.

Point B shows me that there is a resistance "cluster". A resistance cluster is
an area the market has tried to break several times but with no success (you
can see the market trying to do this from beginning of Feb until beginning of
March).

Resistance clusters are important. Why? On the one hand they act as good
resistance levels (more than normal resistance levels). On the other hand if
broken, the move has much more thrust.

Point C shows me the market stopping in the resistance “cluster" area I
referred to above. It stops there after a strong up move.

Point D is the distance the market reacted after touching the cluster area.
Point E is a re-test of resistance point D (and also the cluster area of course).

Point F is were the market is at the time | am writing this lesson.

So, we now have a good view of what are the important areas and | am sure
that by now you already have some ideas of your own of what is probably
going to happen. So, here is the opportunity | see and the reasoning behind
it:
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Ok, so we know that the market is in a short term up swing. Again, this is
illustrated by the blue up arrow. The resistance cluster stopped the market
and a double top occurred. What is important in this double top (points C
and E of previous chart) is that once the market reached this resistance level
it did not bounce hard. What does this till us? Look at it, it only bounced
down about 120-130 pips after hitting points C and E (and remember that
this is a resistance cluster area, the reaction should have been larger). Well,
what it tells us is that the resistance cluster is loosing its strength. This is
very important to learn: the smaller the bounce from a res/supp level the
weaker that market price is.

So we have one conclusion until now: the cluster area is loosing strength.

Now the second important element: a very nice continuation pattern is
occurring. This pattern is called a bullish symmetrical triangle. | marked this
triangle between the two lines in the last chart.

This type of pattern is very powerful. Yes, it does not always work nothing
in trading does. However, it's potential is very good.

So, the idea is that a break from this triangle (up) will allow the short term
up trend to continue. Now, a bullish triangle by itself is powerful. BUT, a
bullish triangle together with the analysis we made of points C and E (the
fact that these points show us that resistance cluster B is loosing strength) is
even more powerful. This means that we have two elements supporting a
good probability trade if the market breaks the upper level of the triangle
AND breaks resistance points C and E. Can you see the combination of
everything and how it all flows together?

Should the market break these levels and move up, what is a good area to
either reverse or exit a trade? Well, obviously point A! Now you know why
it was important in the general analysis | did at the beginning.

Now to another important element of this particular set-up.
Lately the market has been in a range and continuation patters have been

working well as reversals. Now, my speculation is that if the market can't
break out of resistance points C+E and instead it breaks at some point area D
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(marked on the first chart) a strong down move will probably happen. Why?
First because of the reverse psychology: everyone is expecting one thing to
happen and another thing happens. Second, the market itself is showing very
sharp moves from side to side over the past few months. Third, a head and
shoulders pattern would have occurred if level D is broken. As you know,
head and shoulders is a good reversal patterns.

Now you understand why | see this is a good opportunity and why | called
the lesson a double trade opportunity. | believe, because of the above
reasoning, that no matter to what side the market breaks a good opportunity
can present.

Well, | hope you enjoyed this lesson! Please remember that all the above is
only for educational purposes and not a recommendation to establish any
market position.

I wish you all the best!

Avi
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A Reuolutionary and Hew Method to Tnade the Forer Manket

All examples in this report are hypothetical.

CETC RULE 4.41 - HYPOTHETICAL OR SIMULATED PERFORMANCE
RESULTS HAVE CERTAIN LIMITATIONS. UNLIKE AN ACTUAL
PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT
ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT BEEN
EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER COMPENSATED
FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS
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LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL ARE
ALSO SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE
BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT
ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES
SIMILAR TO THOSE SHOWN.

No representation is being made that any account will or is likely to achieve
profits or losses similar to those shown. In fact, there are frequently sharp
differences between hypothetical performance results and the actual results
subsequently achieved by any particular trading program. Hypothetical trading
does not involve financial risk, and no hypothetical trading record can completely
account for the impact of financial risk in actual trading.

All information on this website, report or any e-book purchased from this
website is for educational purposes only and is not intended to provide financial
advise. Any statements about profits or income, expressed or implied, does not
represent a guarantee. Your actual trading may result in losses as no trading
system is guaranteed. You accept full responsibilities for your actions, trades,
profit or loss, and agree to hold Forex Trading Machine and any authorized
distributors of this information harmless in any and all ways.

Examples are provided for illustration purposes and should not be construed as
investment advice or strategy.

The information found in this report is not intended for distribution to, or use by
any person or entity in any jurisdiction or country where such distribution or use
would be contrary to law or regulation or which would subject us to any
registration requirement within such jurisdiction or country.

Forex Trading Machine, a Frister Group Product, 2006. All rights reserved. The
use of this report/website constitutes acceptance of our "terms of use" found at
our website Forex Trading Machine .
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