PAGE  
13

God bless all people. (
All cultures on this planet agree that a higher power exists that gives us life, and generates laws that we have learned over time. One love. Do unto others. 

We must humble ourselves or GOD will do it for us.

With this is in mind, we are here because the energy called GOD created us to be here, and have the opportunity to cultivate faith and share it with others. 

So as Forex becomes an interesting way of creating money to live, being patient and humble must be integrated into studies and implementation. (
Money. Well a lot of people have learned to grow crops being from a farm family, and are blessed to have learned the process of farm life. Food to eat, food to hopefully sell to others to keep the farm and family going’ (
These days, anyone with the internet can learn about leveraging currency value fluctuations in the Forex market. This is good considering the present global economy which is creating new job market changes.
Honestly, we should all be helping each other now that the world is in the “future” and travel is so easy, but we will just keep praying. Let’s look on the bright side and develop some healthy hobbies that bring light to the day. (
After studying a book by Ed Ponsi called Forex Patterns and Probabilities: here are some inspirations that are a good discussion on topics to be aware of.
First all, some real important advice is to avoid talking about the Forex market with people who are not interested, because everyone has their own perceptions of financial markets in general. Due to the trouble in the past, everyone is afraid to approach the topic. Experts in the field have made some real interesting studies on the subject, which can be very interesting. It’s o.k. to study the Forex, but trust me, unless one becomes a consistent “practice” account currency trader first (of course with a trading journal documenting the trading events), it’s all theory. Very intriguing though how these expert traders have figured out what creates price movements in the Forex market, and how inspiring that they make a good living doing it. Many professionals are teachers, and spend time doing other things like their art and helping others. How bout that! (
The market is a river of currents fueled by supply/demand interdependency.

What is creating price movements today?
The market is either more bullish (buyers) or bearish (sellers) – depending on the supply/demand relationship.

How is a world currency market being moved today? 

Which central-bank interest rate is the most gain for investors today, and are oil prices affecting which countries, in addition to or separate from potential price movements? Questions help us find answers. Fundamental understanding helps us nourish our “Depth of Understanding” which is the core of real knowledge (Such as being kind, respectful and responsible is being a true adult). Friendlies ( Although Forex traders do not have access to the thousands of huge bank orders all over the world (Interbank market) that ultimately moves the Forex market, professionals are very successfully creating financial freedom in these very scarce job market times. (
Is a particular world currency very movable today for some reason? What are the drivers of today’s market? 
We must humble ourselves, or GOD will do it for us.

(Experts say, the market will crush any pride – wow!)

Obvious supply and demand imbalances are confirmed by price movements. We can view a currency pair as a financial instrument if it helps.
Not all times of day are as liquid as others, which means there is more activity in the market.  For example, early in the day in New York, which also overlaps with London is an example of a good time to study currency price movements.  This time zone for these countries are known for liquidity.
The Forex market takes a while to get going in the morning, so be patient, and there are three tendencies in the Forex market to be aware of.

1) Trending 2) Ranging 3) Consolidation

Plan the trade, trade the plan. This is the most important thing to remember.  Only our plan creates a strong trading strategy, and if something goes wrong it's not us its the plan.  So we must continue to improve our strategy, and someday will be succeeding with consistency. This is why the practice account is important to work with, until we achieve a certain realistic level of trading techniques and understanding.  So, the reality is that there is nothing to worry about, because the practice account is what we use until we feel comfortable enough to trade real-time.
The famous quote, is that one should never lose any money, but if one does lose money, lose very little.

Another famous quote is that amateurs are always concerned with how much money they can gain, and professionals are concerned with how much money they can lose.

Enjoy learning, plan the trade, trade the plan, work with the practice account, and take the pressure off yourself.
When we take a moment to understand what elements are actually moving the market, we create new mental shifts of understanding that help us learn and modify our trading plan. This is a practice that many successful people have learned helps keep them fresh. Being exited about learning is the key to having new inspiration.

All currencies are affected by central-bank interest rates.  The world's investors are interested in where the best gain is, and will invest in the interest rates that have the most yield.  For example, a 4% interest rate will give you 4% return of the money that you invest, so an investor would much prefer 4% of the money that they invest versus the 3% of the money they invest.  This is the core of how investors work.
A fun way to figure out percentage of a certain number is by asking a question.
What is 3% of $100?  (This is how we solve)

 3% = .03       X = .03 x 100     X = $3

What (X)

Is (=)

Of (multiply)

Not only are investors considering interest rates, they're also interested in how oil prices affect the country's currency value.

For example, countries such as the US and Japan, are more dependent on external oil sources than Great Britain and Canada.

Also AUD (Australia) is said to correspond with Gold.

This study is called fundamental analysis.

One of the techniques that we use to recognize price trends is Simple Moving Average (proper order of periods/days).

Notice the 10 period is next to price, this will be the same for downtrend.
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Different currency pairs have varied volatility.
For example:    

EUR/USD is less volatile due to less of a difference between the buy and sell price.

In contrast, USD/GBP has plenty of volatility.

The difference between interest rates is called the 
“Interest Rate Differential”

Below is a non-real life example of how interest rates can correspond with price levels 
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So the greater the interest rate, the more value (greater demand) the investment to worldwide FOREX investors.
Has anyone heard of Fibonacci ratios?

Well, Fibonacci was a man intrigued with naturally occurring “golden ratios” that were discovered. For example, trees and even where the Earth is located in relation to sun show these relationships.

The important “Fib” ratios are 38.2%, 68.1%, 50%.

(Fib retracement theory suggests that obvious “directional” price movement have a tendency to “retrace” a certain percent.

Interesting that these ratios occur in nature, and are human part of nature? We sure are. The financial markets sometimes show these “Earth” elements by allowing us to speculate “soft targets” using these natural ratios. Some people like to use a combination of pivots (explained on another of the sheets from this page), and Fib ratios, because past support levels and Fib ratios can help us organize. Perhaps a particular currency pair likes to hover at round numbers (which means people prefer “psychological targets”), or do Fib ratio retracements tend to show up often with this pair. Well, it’s fun learning about what has occurred, yet real time will always tell us for sure which we can learn to confirm with real support/resistance and even technical indicators. It’s been said that historical data is too hypothetical to use for a basis for speculation.
We can develop “soft” theories though, which makes our study very fun. (
Apparently the FX market loves to trend. Like currents in a river.

Something is always fundamentally moving price levels, and lets us develop interest as to what honestly creates these movements.
Is it interest rates, or is it drastic changes in oil prices? Remember, price is really our only objective information.  We are working with world economies, so trends are common. Hopefully, for all of our sake. We are in a global economy now, and let’s pray for more positive transitions and stability.
Just like business cycle theory, currencies go through changes.  Expansion, prosperity, contraction, and recession.  Trends can last for months or years sometimes. In Ed Ponsi’s Forex Patterns and Probabilities, expansion and prosperity tends to end in what he calls unrealized speculative investments, which others have described as “bubble theory”.
Sometimes a rally in the market causes a drastic correction (opposite direction) because people choose to sell their currency at a better price. 
So about trend indicators again. (
Moving average (proper order)

ADX – above 35 (does not identify direction)

Trend lines (be careful)

Greater time frames, also called periocities, help us understand larger trends occurring (we can use a short term chart for entry/exit points).

If the trend is not obvious, then trending techniques are probably not our best choice for indicators.

Day traders can use a 4 hour chart (larger time frame view)
(Intraday)            a 15 minute chart for short term entry/exit points
And try daily and hourly for our long run view.
We can study how certain currency pairs are retracing.  

Which Fibonacci percents are more common, can we explain this?

The more that we learn about how price levels are moving, we are stacking new probabilities.
Strong plan implementation is the goal.  Stay with the plan.  Good plans are not always winners.  Don't lose money, if we do, very little.  This is a known perspective of financial markets.

Institutions such as banks are “Big Money” movers in the Forex market. Unfortunately, most of us don't get the information about when these thousands of banks are buying or selling a particular currency.  We do the best we can with what we got, however, there many professionals make a very good living (very consistently) in the Forex market.
“carry trade” = interest differential
Hey, check out how a 10 day EMA follows upward price movements. (
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Also try a 20 day EMA.
Some pairs have a high negative correlation such as USD/CHF (opposite movements). EUR/USD too. Interesting(.

How bout if we want to learn to detect volatility?
Various indicators can be used to detect volatility.

One is called ATR - Average True Range.

Try a 14 day (period) ATR   

ex: ATR 0.0129 tells us that the pair moves an average of 129 pips per day.
A falling ATR indicates greater volatility.

Also Bollinger bands - interpret similar to expanding (divergence) and contracting (convergence) Simple Moving Average- We can also use the Bollinger Band Width Indicator,

And when the line drops, it indicates less volatility.
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In ranging markets (range bound), price levels tend to retrace to the entry point.  So be careful.

MACD is also used, which is an abbreviation for moving average convergence divergence. This indicator tries to measure momentum, which is the speed of price over time. 
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We can also use what are called oscillators to detect increasing volume (fuel).
Stochastics is an oscillator.
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For price movements, we are seeking “increasing volume” (fuel) (
Uptrend is Higher Lows, and Downtrend is Lower highs.

Draw lines where price turns.

What is the “sentiment of the market?

Don’t ever get too complicated. Keep it simple. (
If a pear consistently avoids breaking resistance, an important seller is busy.
When price level breaks resistance, we speculate they are finished.

How about being able to detect these breakouts?
Here are Ascending and Descending triangle examples, which can be thought of as resistance, with a “character” trend line indicating breaking the resistance zone.
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Are we checking the longer time frame too?

Again FOREX traders do not have access to volume data because the market is composed of thousands of banks. Therefore, earlier in the day is the most liquid. (Depending on the currency pair)

How about if we want to recognize “continuation patterns”, after a huge move in price.  (Such as a long green candlestick)
(flagpole, and the flag)
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Volatility will indicate a potential breakout.
For the flag. Let’s say we have a quick movement of 100 pips,
10% of 100 pips is 10 pips. Our entry point is at 10 pips above the flagpole, and we put a protective stop 25% below the entry. 

Plan “soft” targets.

 Do we have any previous support/resistance levels?

The longer that price stays in consolidation, the stronger the breakout will be.
Humans create the cycles of volatility, which is why Fibonacci ratios like to occur sometimes.  Interesting ( 

Wow! Creation shows itself again.
Also, do humans feel better working with round numbers?
Ex: sometimes USD/CAD and GBP/USD

Apparently the first bounce off the round number is best.

“Price is the ultimate indicator”

Most important, we must create realistic comfortable achievable goals.  This may include working with the practice account until a consistent plan is developed.  This is keeping it real.  Excitement and emotions lead to unrealistic expectations.  Keep it real.  Chill/peace.

Good traders don't talk about financial gains.  Humble yourself, or God will do it for you. Expert traders say the market will humble us, so respect.  This is why the practice account is important until we become a consistent trader.
We are good traders because of the plan.  Implementation of the plan is all we have control of, so don't blame yourself for anything. It's the plan not you. Besides, one should be working with the practice account until they're a very consistent trader anyway.  So relax and enjoy the discovery.
Keep it simple.  Our strategy should consider underlying market drivers.  Be careful of historical data testing: this is hypothetical.
Believe in yourself, study the real market drivers, and how price will move.  Live with purpose. 
 God bless. ( 
