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Introduction
This	is	a	simple	but	very	efficient	trading	strategy	that	can	make	you	200
pips	and	more	per	week	easily.	It	combines	elements	of	market	profile
with	price	action	setups.It	is	a	trend	following	strategy	that	identifies	a
clear	direction	of	a	specific	pair	and	a	strong	momentum	and	tries	to
capitalize	using	price	action	setups	that	are	in	line	with	the	momentum.	It
works	extremely	well	on	the	following	pairs:	Eur/Usd,	Gbp/Usd,	Eur/Jpy,
Gbp/Jpy,	Aud/Usd,	Usd/Chf,	Eur/Chf.	These	pairs	are	very	liquid	and	at
the	same	time	they	have	very	good	volatility.	It	works	well	also	with	the
other	liquid	pairs	like	Usd/Jpy,	Eur/Gbp,	Usd/Cad	but	these	have	low
volatility	and	I	prefer	not	to	trade	them	with	this	strategy.	You	will	see	later
on	why	volatility	is	important.	Let’s	get	straight	to	the	details	of	this
trading	system.



Timeframe
We	will	use	the	weekly	candlestick	chart	to	identify	direction	and
momentum	of	price,	we	will	then	use	the	4	hours	candlestick	chart	to
identify	trading	setup	and	also	the	15	minutes	chart	to	help	us	enter	the
trade,	set	a	stop	loss	and	a	take	profit	level.	Also,	make	sure	that	your
broker	charts	are	based	on	the	New	York	closing	time.	If	not,	open	a
demo	account	with	a	broker	that	offers	New	York	closing	charts	like	Fxdd
or	Fxlite.



First	16	hours	of	the	trading	week
This	is	the	most	important	component	of	the	trading	system	and	it	is
derived	from	the	market	profile	technique.	Market	profile	is	a	concept	that
was	initially	used	to	trade	the	stock	market	but	in	recent	years	has	been
adapted	also	for	the	24	hour	markets	like	the	foreign	exchange	market.	It
is	basically	a	different	charting	technique	that	can	help	a	trader	better
identify	at	what	level	price	has	traded	the	most	in	a	given	time	period	
and	to	establish	a	value	area		for	a	specific	stock	/	forex	pair	which	is
considered	to	be	the	range	where	over	70%	of	all	the	trades	in	that
specific	time	period	took	place.	This	value	area	acts	as	a	very	strong
zone	of	support	and	resistance.	Another	concept	of	market	profile	is
called	the	initial	trading	range	which	is	the	very	first	hour	of	trading	of	any
given	day.	This	is	the	staple	of	the	market	profile	chart	and	all	those	other
components	of	it	derive	in	one	way	or	another	from	the	initial	trading
range.	This	initial	trading	range	is	what	we	are	interested	in	with	this
strategy	and	I	have	adapted	it	to	the	foreign	exchange	market.	To	cut	a
long	story	short,	after	some	time	of	studying	the	forex	charts	I	have	come
to	the	conclusion	that	the	initial	trading	range	in	forex	are	the	first	16
hours	of	the	trading	week.	The	boundaries	of	these	first	16	hours	act	as
very	strong	support	and	resistance	zones.	Let	me	give	you	some	chart
examples	so	you	can	better	understand	what	I	mean.
	



	

	





Momentum
We	talked	about	momentum	earlier	and	I	said	we	will	use	the	weekly
chart	to	see	if	there	is	momentum	in	a	given	pair.	What	I	mean	is	we	will
look	for	a	strong	directional	weekly	candlestick	with	small	tail	and	a	close
at	or	near	the	high	or	low.	Let	me	show	you	a	chart:
	

	
You	can	see	on	the	chart	above	that	all	the	candles	pointed	out	are	large,
have	very	little	tails/wicks	and	close	near	or	at	the	highest	or	lowest	point
of	their	range,	depending	of	the	direction	of	the	candle.	If	there	is	a	strong
bullish	candle	we	want	it	to	close	at	or	near	the	high,	if	there	is	a	strong
bearish	candle	we	want	it	to	close	at	or	near	the	low.	A	bullish	candle	that
closes	at	its	high	signifies	that	we	have	a	clear	direction	on	that	pair.	The
large	size	of	that	bullish	candle	means	that	we	have	also	a	momentum,
price	is	going	in	one	direction	with	strong	conviction,	the	buyers	are	in
complete	control	of	the	pair,	and	they	have	no	problem	in	pushing	the
price	higher.	When	such	a	weekly	candle	forms	there	is	a	good	chance
that	in	the	following	week	price	will	trade	in	a	small	range	for	a	short
period	of	time	and	then	take	off	again	in	the	direction	of	our	large	bullish
candle.	The	same	reasoning	is	valid	for	a	strong	bearish	candle.			



The	4	hours	chart
As	I	said	before,	we	use	the	4	hour	chart	to	find	price	action	setups	after
we	have	identified	the	direction	and	momentum	on	the	weekly	chart.	The
4h	candlestick	chart	should	have	period	separators	on	it	so	you	can	see
where	a	week	ends	and	the	following	begins.	Also	on	the	4h	chart	we	will
plot	the	200EMA(exponential	moving	average).You	probably	know	that
this	moving	average	is	the	most	followed	by	the	majority	of	traders	and
as	a	consequence,	price	very	often	reacts	when	it	is	at	or	near	the
200EMA	so	we	will	incorporate	it	in	our	trading		system.	Let	me	give
examples	with	charts	to	better	understand	what	I	mean:
	

	
Now	let’s	see	what	the	rules	that	we	have	to	respect	are	when	we	find	a
trading	setup.	After	the	first	16	hours	(the	first	4	4h	candles)	of	the	trading
week	have	passed	we	draw	on	the	chart	two	horizontal	lines,	one	at	the
upper	limit	of	the	first	16	hours	and	the	other	at	the	lower	limit.	We	then
wait	for	price	to	break	one	of	these	lines	which	means	that	we	wait	for	a
strong	directional	4h	candle	that	closes	below	or	above	the	line	like	the
one	in	the	chart	above.	This	candle	should	resemble	the	ones	on	the
weekly	chart	we	talked	about	earlier.	It	should	have	a	large	body	and
close	near	the	high	or	low	to	give	us	the	momentum	we	need.	After	this



has	happened	we	will	go	to	the	15	minutes	chart	to	enter	the	trade	and
set	stop	loss	and	take	profit	levels.	We	have	two	very	important	rules	that
we	have	to	take	into	account:	the	price	action	setup	has	to	take	place
above	or	below	the	200	EMA,	it	should	not	intersect	in	any	way	with	the
moving	average.	The	other	important	rule	is	that	the	range	formed	by	the
first	16	hours	should	be	at	least	90-100	pips	in	size.	The	bigger	the
better,	remember	the	pairs	we	trade	with	this	strategy	are	volatile	and
they	usually	have	no	problem	developing	an	initial	range	of	100	pips	in
size.	We	do	not	trade	setups	smaller	than	this.



Chart	examples
	

	
In	the	example	above	we	have	looked	at	the	weekly	chart	and	have	seen
that	the	trading	week	before	this	formed	a	strong	bearish	candle	with	the
close	near	the	low	of	that	trading	week	which	gives	us	the	direction	and
momentum	we	seek.	So,	in	view	of	this	we	will	be	looking	for	a	price
action	setup	to	sell	this	pair	because	according	to	the	weekly	chart	we
have	clear	direction	to	the	downside	and	we	have	momentum	also
(sellers	are	strong	at	the	moment).	In	consequence	we	go	the	4h	chart
and	wait	that	4	4hour	candle	form	and	draw	the	horizontal	lines	at	the
lower	and	higher	limit.	After	price	trades	in	our	range	for	a	while	it	makes
a	move	down	to	break	our	range	but	fails	to	close	below	and	retraces.
The	next	candle	though	has	more	success	and	breaks	our	range	and
closes	at	its	low	as	we	can	see	on	the	chart	pointed	out	with	the	red
arrow.	This	is	very	good	because	it	confirms	what	we	already	know	from
the	weekly	chart,	that	we	have	strong	momentum	to	the	downside.	This
means	that	we	have	a	setup	and	we	go	to	the	15	minutes	chart	to	enter
the	trade:
	



	
Let’s	see	what	we	did	here.	After	the	setup	has	formed	on	the	4h	chart
we	go	to	the	15minutes	chart	and	we	always	enter	a	trade	in	the	direction
of	the	breakout	candle	and	we	enter	exactly	at	the	lower	limit	of	our
range.	In	this	case	price	broke	through	our	range	with	conviction	to	the
downside,	we	enter	a	pending	sell	limit	order	at	the	range	limit	and	wait
for	the	price	to	come	back	up	to	retest	that	level	before	it	goes	down
again.	The	idea	here	is	simple	and	you	probably	know	this	already:	that
lower	limit	of	the	range	represented	by	the	horizontal	line	in	the	chart
above	is	now	a	very	strong	resistance	zone	once	it	has	been	broken.	We
saw	at	the	beginning	of	this	strategy	how	price	bounces	off	of	these	lines.
Like	any	strong	support	or	resistance	zone	price	very	often	comes	back
to	it	to	retest	it	before	it	continues	its	way	down.	As	you	can	see	in	the
example	above	that	is	exactly	what	happened	and	this	happens	in	the
vast	majority	of	situations	like	these.	So	price	climbed	back	up	to	the
resistance	and	our	sell	order	got	triggered.	Stop	loss:	we	always	set	our
stop	loss	at	the	last	minor	lower	high	(brake	to	the	downside)	or	higher
low	(brake	to	the	upside).	In	our	example	above	the	stop	loss	is	set	at
that	last	lower	high	(which	acts	as	a	minor	resistance)	that	price	made
just	before	the	breakout	of	our	range	took	place.	Before	we	enter	the
trade	we	first	look	to	see	if	we	have	a	lower	high	or	higher	low	near	the
entry	to	use	it	as	a	stop	loss	level,	if	there	isn’t	any	near	the	entry	level



we	do	not	enter	the	trade	because	we	do	not	want	to	trade	with	a	big	risk
and	low	reward.	If	the	last	minor	swing/resistance	where	we	can	hang	our
stop	loss	level	is	at	a	100	pips	distance	of	our	entry	price	and	the	take
profit	is	only	70	pips	then	we	don’t	enter	the	trade	because		the	risk
would	be	greater	than	the	reward.	The	take	profit	level	will	always	be	at
the	breakout	candles	low	or	high.		In	this	case	the	take	profit	is	at	the	low
of	the	initial	breakout	candle.		Let’s	see	some	other	examples:
	

	
Here	we	saw	a	strong	bullish	candle	on	the	weekly	chart,	we	go	to	the	4h
chart	and	see	that	the	range	has	more	than	90	pips	and	it	does	not
intersect	with	the	200EMA.	After	we	make	all	the	arrangements	on	the
chart	and	hope	for	a	bullish	breakout	of	the	range,	it	finally	happens.	We
see	a	strong	bullish	candle	that	closes	way	outside	the	range	and	this
means	we	have	a	setup,	we	go	to	the	15	minutes	chart.		
	



	
We	enter	a	buy	limit	order	at	the	upper	limit	of	the	range	now	turned
support,	the	stop	loss	at	the	last	minor	swing	and	the	take	profit	at	the
high	of	the	range	breakout	candle.	Remember	to	trade	only	if	the
breakout	occurs	in	the	direction	shown	to	us	by	the	weekly	chart.
Because	the	last	week	before	this	formed	a	strong	bullish	candle	with
strong	momentum	we	only	trade	if	the	range	breakout	happens	to	the
upside.



	
Bearish	candle	with	momentum	on	the	weekly	chart,	range	with	90	pips
or	more,	does	not	intersect	with	the	200EMA,	strong	breakout	to	the
downside.
	

	



See	how	price	climbed	back	up	and	retested	to	the	pip	our	range
boundary	and	then	continued	down.
	

	
Let’s	see	this	one.	Everything	is	great	here,	strong	breakout,	retest	and
all	the	way	down,	but	let’s	have	a	look	at	the	15	minutes	chart
	



	
Even	though	the	price	action	setup	was	perfect	on	the	4	hour	chart,	when
we	go	to	the	15	minutes	chart	to	enter	the	sell	order	we	do	not	find	a
logical	zone	where	we	can	place	our	stop	loss	so	that	the	potential
reward	will	be	bigger	than	the	risk	we	assume.	We	do	not	trade	this
setup.	This	is	how	you	make	consistent	profits,	with	solid	money
management	rules.	If	risk	is	greater	than	the	potential	reward	we	do	not
trade.		Another	important	thing	about	the	4h	setup:	the	range	breakout
usually	occurs	Tuesday	or	Monday	evening.	The	retest	of	the	range
boundary	should	come	quite	quick	usually	the	same	day	or	the	next	day
after	the	breakout.	The	faster	the	price	comes	back	to	retest	the
boundary	the	stronger	the	probability	that	that	trade	will	be	a	winner.	If
the	retest	comes	late	in	the	trading	week	like	late	Thursday	or	Friday
after	price	has	traveled	away	from	the	range	without	a	retest	then	don’t
take	trade.	Here	is	what	I	mean:
	



	
A	massive	breakout	occurs	here,	price	goes	far	away	from	our	trading
range	and	the	retest	comes	late	in	the	trading	week.	This	would	have
been	a	loser.	Don’t	trade	this.
	

	



I	said	earlier	that	one	of	the	important	rules	of	this	strategy	is	that	the
price	action	setup	on	the	4h	chart	should	not	intersect	with	the
200Ema.This	is	exactly	what	is	going	on	here	and	it	would	have	been	a
loser	trade.	Don’t	trade	this.
	

	
We	have	here	the	same	situation.	Price	should	be	above	or	below	the
200	EMA	at	all	times.	Don’t	trade	this.
	



	
In	the	example	above	price	first	tried	to	break	out	of	the	range	but	did
with	only	a	few	pips.	This	is	not	a	valid	breakout	of	the	range,	we	don’t
trade	this.	We	have	to	wait	for	a	valid	strong	breakout	like	that	one
marked	in	the	chart.	Remember,	for	a	breakout	to	be	considered	valid	the
candle	has	to	show	clear	direction	and	momentum.



Trading	system	step	by	step
After	the	end	of	the	trading	week,	go	to	the	weekly	chart	and	see	if	the
week	that	just	ended	made	a	strong	directional	candle	with	momentum
like	we	talked	about	at	the	beginning	of	this	book.
If	there	is	one,	you	go	to	the	4h	chart	and	draw	horizontal	lines	at	the
upper	and	lower	limits	of	the	first	16	hours	of	the	current	trading	week.
Also	insert	on	the	chart	the	200EMA.
You	will	be	looking	to	trade	only	in	the	direction	of	the	last	weekly
candlestick	.If	the	range	of	the	first	16hours	in	the	trading	week	is	smaller
than	90	pips	do	not	trade.	Wait	for	next	week	on	that	pair.
If	the	range	is	at	least	90	pips	you	will	consider	a	potential	trade	only	if
the	range	and	the	breakout	candle	doesn’t	intersect	with	the	200EMA.
If	it	does	intersect	do	not	trade,	wait	for	next	week.	If	everything	is	okay
then	you	wait	for	a	strong	breakout	candle	outside	the	range	in	the
direction	of	the	last	weekly	candlestick.
If	this	doesn’t	happen	don’t	trade.	If	it	happens	you	go	to	the	15	minutes
chart	to	enter	the	trade	like	shown	in	the	above	chart	examples.
	
	
This	is	it.
In	the	end	I	would	like	to	apologize	if	I	sound	a	little	to	rigid	in	my
explanations	and	if	there	are	any	misspellings.
English	is	not	my	first	language.	I	am	doing	the	best	I	can.
	
	Thank	you	and	happy	trading.
	
If	you	find	that	this	adds	value	to	your	trading	please	consider
writing	a	review	of	the	book	on	Amazon.	It	does	not	have	to	be	long,
just	a	few	words	to	state	your	opinion	about	the	trading	system
presented	in	order	to	help	other	people	make	more	informed
decisions.
Please	email	me	afterwards	at	damirlaurentiu@yahoo.com	and	you
will	receive	the	PDF	version	of	this	e-book	so	that	you	can	read	it
more	easily	and	print	the	contents	on	paper	if	you	want.
	
Also,	if	you	want	to	combine	this	strategy	with	a	very	powerful	price
action	strategy	you	can	check	out	“Trade	the	Price	Action”,	forex	price



action	strategy	with	a	winning	rate	of	over	90%	or	“Follow	Price	Action
Trends”,	a	trading	system	that	can	deliver	thousands	of	pips	riding	price
action	trends	of	the	one	hour	chart,	or	a	very	powerful	day	trading	system
that	can	make	more	than	1000	pips	per	month	trading	price	patterns.	All
my	trading	methods	are	listed	below.
	
Link:				Trade	the	Price	Action
Link:				Follow	Price	Action	Trends
Link:				Day	Trading	Forex	with	Price	Patterns
Link:				Day	Trading	Forex	with	S&R	Zones
Link:				50	Pip	a	Day	Forex	Strategy
Link:				Forex	Range	Trading	with	Price	Action

http://www.amazon.com/dp/B00850ZPCA
http://www.amazon.com/dp/B008BUHD24
http://www.amazon.com/dp/B008HJH8O2
http://www.amazon.com/dp/B008SYR59O
http://www.amazon.com/dp/B008NWF4JE
http://www.amazon.com/dp/B00A6HLD30
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