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Disclaimer: Trading in foreign exchange is highly speculative and
involves significant risk of loss. This is not a solicitation to invest and you
should carefully consider your financial situation as to the suitability of
speculative investment activities, prior to making any investment or
entering into any transaction. Market conditions vary constantly, and the
profitability of this system may increase or decrease at any time. Past
results are not indicative of future returns. Trade alerts or any trade
recommendation or advice contained in this (or related) material is
provided for discussion and educational purposes only. Stage Ill Forex
and its authors assume no responsibility for any loss whatsoever
resulting from the use of any material contained in this or related
documents, systems or software.

Agree and Continue ‘
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Software Installation
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« Creating a Template \
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Software Installation:

Option A:  To install the files from your EMAIL:
1. Download both ex4 indicator files (FILENAMES)
2. Save the files to the “Indicators” folder inside your Meta Trader 4 program
3. After saving the files into the “Indicators” file RESTART the Meta Trader 4 terminal

Option B:  To install the files from a CD or Disk:
1. Load the CD or Disk and select the (FILENAME)
2. Save the files to the “Indicators” folder inside your Meta Trader 4 program
3. After saving the files into the “Indicators” file RESTART the Meta Trader 4 terminal

The typical path to the Indicators folder is as follows:

My Computer>Local Disk : C (C being the drive to which you have stored the Metatrader4
program)>Program Files>Metatrader4>Experts>Indicators

Next: Loading the Indicators
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Loading the Indicators:

1. Open a New Chart: 2. Select “Insert” then “Indicators” 3. If each indicator does not
then “Custom” and select immediately appear on the
“FILENAME1” and chart right click on the chart

View Inset Charts To “FILENAME 2” from the list and select “refresh”

= Open Offline

Open Deleted »
Ctrl+l

Prafiles L

|:||'|'='F- I:Ztr|+F4

Chl+B

Chr+5
Save bz Picture. .
Chl+s
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Lpen an Account
Clrl+L
Login
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Print Setup...
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Next: Customization
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Customizing the Indicators:

Software Installation
Loading the Indicators
Customization
Creating a Template
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1.

|__I

Right click an indicator
and select “Properties”

Staged_Trend_1.1.3 properties...

s Delete Indicator

Indicators List

2. Select the “Colors” tab. From this menu you can
modify indicator colors, line widths and styles

Custom Indicator - Stage3_Trend_1.1.3 @

Common | Colors | Yisualization

# Calor
n Lime
1 B Red
2 M Ble

Next: Creating a Template
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Creating a Template

Creating a Template:

After selecting a suitable color scheme, you can save this design as a template for future use. Templates allow

AN

/ STAGE Il

FOREX

you to quickly apply your desired color scheme to a blank chart without having to set each parameter

manually.

e

AN

Saving a Template

Ctrl+l

Ctil+B

Chrlkdy
Chrl+G

Chil+L

+

£Ey  Print.. Ctrl+P

L Properties. .. Fa

E Save Template...

Load Template...

FRemowve Template

Loading a Template

Ctrl+l

Ctil+B

Chrlkdy
Chrl+G

Chil+L

+

A2k Print... Ctrl+F

L Properties. . Fa

E Save Template...

Load Template. ..

Femove Template
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System Overview » Entry Signals
* The Trend Indicator (Direction) » Stop Loss & Targets
* The Volatility Cycles Indicator (Timing) * When to Trail the Stop

* Timeframe Selection / STAGE Il \

System Overview FOREX

The Stage lll trading system consists of two indicators; Trend (Direction) and Volatility Cycles (Timing). In the below
example the Trend Indicator is shown in the upper window and the Volatility Cycles Indicator is shown in the lower
window.

CLDECE,H1 54,550 54,750 E4,450 54,725

. . . StagelIl_1.1.2 ight_2003 [ 70,385
Trend Indicator: The Trend Indicator is I ﬂ
. . W, 1.1.2_Setal Murnber_001
used to understand market direction. A L AR iceRedto 69,195
close above the indicator signifies a Long || "R Trend Indicator u e

Volatility Cycles (VCycles):The VCycles 5730
Indicator is a proprietary index
measuring the patterns and magnitude
of an instruments volatility. It is used to
filter trades by eliminating areas where
the propensity for a move is low while
highlighting areas with a high or
increasing propensity for a move.

Bias while a close below signifies a Short .
Bias. u ﬁ 8688

o} B4 EFE
| 63420
| 62,265

61,110
17691

KEY TAKEAWAY:

The system consists of two indicators (Trend
and VCycles) which when used together create 0.2d5a
a powerful method of analyzing the market . 24 0ct 2008 24 Oct 16:00 27 Oct 02:00 28 Oct 0000 28 Oct 16:00 29 Oct 03:00 30 Gck 00:00 30 Oct 16:00 31 Ot 0200
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The Trend Indicator (Direction)
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« Entry Signals
e Stop Loss & Targets
* When to Trail the Stop

STAGE Il
FOREX

The Trend Indicator is used to understand market direction. A close above the indicator signifies a Long Bias while a

close below signifies a Short Bias.

The example to the right illustrates Long
and Short directional changes. While
above the Trend Indicator one should
take only Long trades, while below one
should take only Short trades.

The Trend Indicator paints a red or green
cloud which corresponds with the
directional bias. This area signifies
support (green) & resistance (red) zones.

KEY TAKEAWAY:

The Trend Indicator is used to determine
market direction. A cross above signifies
a Long Bias while a cross below signifies
a Short Bias.

EURUSD,Draily 1.2452 1,2637 1.2422 1.2590

Bias switches
to Long l

\
|| l‘

Bias swit
to Short
|||||||||I
Al
|II I|||-
Long Bias | |||”|"||| I f |
LT S ,
'| Bias switches
IIIII||||I| ||||| to Short
||||
|,.||. -

e

AN

16025
1.5845
1.5605
I 15365
15125
ches
F1.4385
I 1.4645
F 1405
F 14160
F1.3920

F1.3680

F1.3440

F1.3200

29 May 2007 12 Jul 2007 27 Aug 2007 10 Oct 2007 22 Mow 2007 7 Jan 2008 20 Feb 2008 4 Apr2008 20 May

2008
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Another example.

« Entry Signals
e Stop Loss & Targets
ming) * When to Trail the Stop
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CLDECSE,H4 55,000 55,025 53,950 54,725
Stagelll 1.1.2_Copyright_2008

http:fistage3farex comm
W.1.1.2_Setial Murmber_oo1
This copy is licensed to
TralCopyl

Long Bias Begins

Long Bias Begins ‘|
|
p

Short Bias Begins

||'||" F

| 135,900

| 132,860

F129.72E

I 126,590

[ 123,550

[ 120,415

[ 117.37¢E

114,240

111,200

| 108,065

| 105,025

| 101.249c

I 98,850

31 Mar 2008 7 Apr0%:00 14 Apr 17:00 22 AprOLi0D 29 Apr 0900 & May 17:00 14 May 01:00 21 May 09:00 28 May 1700

STAGE Il
FOREX

e

AN
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* When to Trail the Stop

N
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The Trend Indicator may be applied to any timeframe and instrument (chart). However, as the timeframe is
shortened, so are the trade opportunities. In general the indicator will perform on charts 5m and higher. While
performing the best on periods 15m and higher. Shown below on E/S 5m.

EURUSD,ME 12534 1,2891 12582 1.2590

d W
J \W

#”Uﬁw

ﬁw”ﬁ]

Close S

hort

F1.2615

F1.2600

I 1.2585

F1.2570

[ 1.2555

I 1.2540

12525

F1.2510

I 1.2495

F1.24a0

I 1.24E5

19 Mow 2008 19 Mow 201200 19 Mow 2140 19 Mow 2220 19 Mow 2200 19 Mow 23140 20 Mow D0:20 20 Mow D100 20 Maw 01:40

AN
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The indicator will self correct to match the market conditions. This self adjustment serves to maintain optimal system
performance across any timeframe and instrument. NOTE: The indicator does NOT repaint.

CLDECE,HL 54,550 54,750 54,450 54,725

.
|
ﬂ

10 i :
flik Close Short, go Long

i

Tﬁl?un .\

N

Pl
/

}
Close Long, go Short U

Close Short, go L

I 76 .EE0
I 75260
F 73980
I 72.EE&0
F 71,380
FA0L0ED
ong
FEE .70
FEF 60
I B, 120

I B4BE0

FE3.5E0

[ E2.260

1 E0.930

20 Cct 2008 21 Ot 0200 22 Oct 0000 22 Cick 1600 23 Ccb 0200 24 Oct 0000 24 Ot 1600 27 Ot 0200 28 Ot 00:00
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The Trend Indicator (Direction)

« Entry Signals
e Stop Loss & Targets
* When to Trail the Stop
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STAGE Il
FOREX

The Trend Indicator will also serve to filter out particularly range bound areas of the market (shown below). This
phenomena becomes more frequent as the timeframe is lowered.

USDiCHF MIE 12220 122238 1.2217 1.2227
Stagelll_1.1.2_Copyright_2008

http st age=Farexcom
V11,2 Serial Mumber_001
This copyis licensed te
TrialZopyl

3 [L b T

Ii" s

|
I{I l“““ﬂ

i
Range Bound Areéis coincide

Range Bound Areas
are filtered out by the
Indicator

Lt
ll“”{}mmiul 74.;-}1

lll

with areas of low volatility

F1.1090

11065

F1.1040

F1.1015

F 10930

I 109EE

I 10940

10915

Staged_\{Cyeles_1,1,3 0,0018 0,0017 00017

0.0017 0.0017

0.0025

0.0002

E Aug ZODE 25 Aug 10ME 25 Aug 1dwdE 25 Aug 185 € Aug 225 76 Aug 025 76 Aug 065 26 Aug 10w 26 Aug Ldds

e
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Volatility Cycles (Timing)
Volatility Cycles (VCycles):The VVCycles Indicator is a proprietary index measuring the patterns and magnitude of an

instruments volatility. It is used to filter trades by eliminating areas where the propensity for a move is low while
highlighting areas with a high or increasing propensity for a move.

The VCycles Indicator consists of the

comparison between three averages of Stage3_WCydes_1,1,3 08752 0,9571 0,3504 05304 0,357 Volatility Increasing = Volatility

volatility. The long term average shown Green = Short term Volatility ' Go Trading decreasing = Stop
Trading

in yellow, a medium term average shown
in red and a short term average shown in
green.

Yellow = Long term Volatility

When the indicator displays green, the
short term volatility is increasing. During
this phase the greatest propensity for a
move exists. Trade signals taken during
this phase have the greatest chance of
success.

When the short term volatility is decreasing the propensity for a trending move is the lowest. During low volatility no new
trades should be opened and any open trades should be protected. During periods of low or decreasing short term
volatility range bound or corrective market conditions should be expected. Additional perspective may be gained through
the comparison of the short term volatility (green) against the long term volatility (yellow). The following pages will
explain the usage of this indicator in further detail.
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« System Overview » Entry Signals
* The Trend Indicator (Direction) » Stop Loss & Targets
The Volatility Cycles Indicator (Timing) * When to Trail the Stop

* Timeframe Selection / STAGE Il \
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Volatility Cycles (Timing)

In general, one should look to open new trades while short term volatility is increasing. During this market phase the
trade has the highest chances of success. When short term volatility falls (green disappears) generally the immediate
move has ended. See Example.

CIDECE,HL 8047 3074 2002 2002

ﬁi]liﬁ ér 'ICz inght 2003 1e17
'rirf:er a0t

Whis copry is licended to ¢ h'-++l1'|ﬂ+ ‘ 11542

Studying an instruments volatility
patterns allows a trader to anticipate the |1iice;

times when the market is likely to move. ”l ‘h '
Combining this understanding with the l “
predetermined market direction taken

11467

"Ir
il L1139z

— P .Ji,
from the Trend Indicator creates a o yht "“Ilh.mi*hl I | II’ 11317
powerful technique for understanding N Volatility * | j"
and trading the market. Volatility Decreasing, ‘ 1242
Increasing, Move ended, ‘ e
) ” Short Opened cl tect | [

In the example, notice that the volatility \ tr;);: of protee l"'ul“*ﬂ\h [

. . . . . F 11092
patterns coincide with market activity. StageZ_MCydes_1.1.3 93.7 213.8571 1493571 149,3571 213.8571 82,1929

Note that in this example the peaks and valleys
of the VCycles Indicator are approximately
equidistant. This facilitates the traders ability
anticipate the timing of trades. More on this in
the “Timeframe Selection” section.

25214
220002008 24000 1100 5 Jul 0400 2E Jul 20000 28 Jul 13:00 29 3ol 0E00 29 2l 2200 3030 1500 21 1ol 0800
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« Entry Signals
e Stop Loss & Targets
* When to Trail the Stop

STAGE Il
FOREX

e
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While a close above or below the Trend Indicator while short term volatility increases serves as a primary entry signal
(explained in detail in “Signals Section” of user guide), increasing short term volatility also provides additional entry

points in accordance with the underlying market direction.

SPDECEHL 739,00 202,00 ?‘BIZI 00 730,75

Stagelll 1.1 np%; ght
http st age=Fares ool

VWi1.1.2_Se INuml:-erIZI

This copy, gl licensed to
Jfraﬁ% ol
.m'/
anl
& Sy
' Short Bias / u

tf
Sell Signal ?H ‘ "

ﬂ

Volatility increases / Sell
NEGELS

[ 955,80
[ 96780
I 946,80
[ 926 .40
u 1

" L 905,40
ﬂ| [ aad,40
[ E63.40

L8240

L 322,00

29,3036

1.4107

20 Cct 2008 21 Oct 0000 21 Oct 1600 22 Ock 0200 23 Oct D000 23 Cict 1600 24 Ok 0200 27 Ok 0200 27 Ot 19:00
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* The Trend Indicator (Direction) « Stop Loss & Targets
The Volatility Cycles Indicator (Timing) * When to Trail the Stop

* Timeframe Selection / STAGE Il \
- .. FOREX

Volatility Cycles (Timing)

In the below example, the sudden decline in volatility identifies the end of the move. When this occurs, the trade
should be closed or protected by trailing the stop loss (explained in further detail in “When to Trail the Stop” section
of the user guide.

CIDECE,M30 8047 3074 2002 8002
StageIll_1.1.2_Copyrght_2003

hitp'tMdtage 2Forex.corm ﬁ ' i regl2
W, enaINu erﬂqliﬁ'l i ; 1|i|l;l
This |s ||c t-:-n- | BEE7
Thal 17 F ﬂ"
} a P L
i acir
Ii'u
? 1' Fa372
H |] n ﬁl] f :
soiltters ot My il l L 8222
‘ L2077
200z |
F 7927
Ctagel WCyeles_1.1.2 72,9967 172,1429 149,1429 149,1429 173,1429 246 092<

83367
11 Mow 2008 12 Mow D130 12 Mow 09:30 12 Mow 17:30 13 Mow 02:00 13 Mow 10:00 13 Mow 1800 14 Mow 02:30 14 Mow 10:30
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Timeframe Selection

Proper timeframe selection is essential to the successful deployment of this trading methodology. Selecting a
timeframe which produces identifiable patterns is ideal. Typically timeframes from 15m to 1hr are suitable with the
best timeframe being dependent on the specific instrument and market conditions.

CIDECE,HL 2047 2074 2002 2002
Stagelll_1.1.2_Copyrght_z2008

Timeframe Selection: Volatility patterns httpfistage Sforer.com - ’"IHHI ||||||||i 11584
should be roughly equidistant. Peaks and i | i" e **._ '. I * HH' I

valleys in short term volatility should TralGopy1 lﬂl i |H| ' e i“' T il .
have identifiable patterns. If they do not, liﬂ"f :.":*llll' 11234
in general there is probably a more llll ****** "+"|I||' | 11134
suitable timeframe with which to trade 1+l 'l

the instrument in question. ‘ ' I } e

- 10334
Br1 149.3571 149.23p71 2138571 9c.8214

In the example, volatility patterns
(peaks and valleys) are roughly
equidistant . This is an example of a
properly selected timeframe. See the
next slide for a illustrated comparison
of a “good” and “bad” example.

£.4643
16 Jul 2008 16 3002000 17 Jul 1400 18 000 0700 12 3002300 210ul 1600 22 Il 09:00 23 3wl 0200 23 Jul 1800
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Timeframe Selection

The below examples illustrate the difference between selecting the correct timeframe for an instrument and selecting

the improper timeframe to deploy the system.

1.1.3 00052 EI.EIEIE4IEI.EIEIEEI 0.0060 0,006

Good Example: In the first example the
applied timeframe is correct, note the
roughly equidistant peaks and valleys
which assist the trader in anticipating
the next market move

L
'tage3_uc3rcles_1.1.3u.uhsu.um? 0107 0.0ft07 §.

Poor Example: In the second example
the timeframe for this is not correct.
Volatility Patterns are unidentifiable.
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FOREX

Understanding Entry Signals

This section deals specifically with Entry signals, details on exits and Stop Loss placement are outlined in subsequent
sections. Entry Signals are generated by the combination of both the Trend and VCycles indicators. In order to deploy
this methodology successfully, a trader must fully understand and follow the entry and exit rules outlined below.

Entry Rules: Detailed Examples Follow mmmp
A BUY or signal is defined as either:

1. A close above / the Trend Indicator WHILE short term volatility is increasing (VCycles displays Green).

EXAMPLE: An hourly close breaches the Trend Indicator in a downward direction, while at the same time
the VCycles Indicator displays increasing short term volatility (Green). Yielding a Signal
OR

2. Short term volatility increasing WHILE the current price is above / the Trend Indicator

EXAMPLE: The current price is already above the Trend Indicator AND VCycles begins to show a
measurable increase to short term volatility (the indicator begins to display Green). Yielding a BUY Signal
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« System Overview Entry Signals
* The Trend Indicator (Direction) « Stop Loss & Targets
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FOREX

Understanding Entry Signals
In the below example, a BUY Signal is generated based on the first entry rule;
A close above / the Trend Indicator WHILE short term volatility is increasing.

CIDECEHL 28047 2074 2002 2002

m%ﬁ Ca ynght 2003 11617
|.|,| "'E ar 001 iihl *I +“
T:!:Iéz?;ls licended to il " 11542 1. A C|Ose above the
”l ‘h Il Trend Indicator indicates
I . | m ; a switch to a long bias.
it il L1139z
dherasa H“n
III“I'"'TTH']'TL : "hll "\ | |||, 11217 i
an !+|+pr| '" ! | 2. While short term
| 1. ‘ 11242 volatility is increasing.
' ‘ II' 11167 ] ) )
il i Resulting in a BUY signal
11092
Stage3 WCycles_1,1.3 93,6567 2138571 1493571 1493571 2138571 ! g2.1929

25214
. . . . . . . . Next Example mmmp
23l 2008 24 Mol 1100 25 Jul 0<kd0 25 Jul 20000 23 Jul 1300 29 Jul 000 29 Jul 2200 30 Jul 1500 31 Jul 05:00
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Understanding Entry Signals

In the next example (below) multiple short signals are generated based on the second entry rule;

Short term volatility increasing WHILE the current price is V4 the Trend Indicator
SPDECE,HL 799,00 802,00 790,00 790,75
ﬁtagirlil_i.l ng.lﬁght} i'i’ 983,80
tepelistage o, cof . .
'-;'I;_1.1.2_5e _INumdber_n I]]I n s67.50 1. Price is below Trend
15 Copy icensed o g n [ v . .
,ﬂfﬂﬁ% ‘,,plI n ” Indicator (short bias
| 946,20

' established)

(1]
‘l" 1. | 526,40
! 90540 2. Each time volatility
L 554,40 increases a new short
52,40 signal is generated
a4z .40
L 522,00 Note: A stop placed outside (above)the

#3303 trend indicator, all trades would have

been successful (more on this in the Stop
Loss Placement Section).

| | | | | | | JUHHIRD 4207 Next Example ‘
20 Sk 2008 21 Sce 000 21 Oer 1600 22 Ot 0200 23 Sor 0000 23 Ot 1600 24 Sk 0300 2F Ok 0300 2F Sk 19:00
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STAGE Il
FOREX

In the next example (below) multiple trades are generated based on the combination of both entry rules;

1. Aclose above /

2. Short term volatility increasing WHILE the current price is above /

the Trend Indicator WHILE short term volatility is increasing

the Trend Indicator

CLDECEH1 54550 54,750 54,450 5725
Srtagelll_1.1.2_Copyright_2003

http:fistageSForex.com n
W\ 1.1.2_Serial Hurnber_oo1

This coff is licensed ro
Trials 1

1. 2.x | 4‘” 1

e

AN

70,285

1. Sell Signal (rule 1) & Bias switches
£49.145 to short

2. Buy Signal (rule 1) & Bias switches

to long

3. Buy Signal (rule 2)

85730 4. Buy Signal (rule 2)

N 6asrs 5. Sell Signal (rule 1) & Bias switches
to short

E2.040

BE 585

E2.420

E2.265

E1.110

1.7691

0.24a3

2400 2008 24 Oc 1600 27 Oot 0800 28 ot 0000 28 Oct 1600 29 Oot 000 30 Ser 0000 30 Ser 1600 31 Ot 03:00
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Stop Loss & Targets FOREX

In this section we will explain the methodology behind selecting stop loss and take profit levels. A static stop loss and
take profit should always be placed at the time at which a trade is opened. Under contain circumstances it is
appropriate to trail the stop to protect the position, these situations are explained in detail in the following section

. o“w . ”
entitled “When to Trail the Stop”. DIDECE 1L 3047 3074 8002 8002
ﬂ“i # Col ynght 2008 11617
XLComm
IEIE Mer 001

Stop Loss Placement s o Wb -

In general, a trader should seek to place TralCepyl ”

the initial Stop Loss to the outside of the l|

Trend Indicator. For example a order h I’f|

should have a stop placed above the ‘T '"'**“r e WI " “l FT| “|
J

11467

il 11392

‘II 11317

Trend indicator, while a Buy order should

have a stop placed below the Trend l1 “I 11242
Indicator. Buy |
+‘ lg' IiII 11167
Initial Sto LI 2.
Examp/e: P ' 11092
Stage3_\Cweles_1,1,3 93,6567 2138571 1493571 149,3571 213.8571 . 22,1929

In the example to the right, a Buy order
is opened at “1” and the initial stop is
placed below the Trend Indicator at “2”

Another Example follows. ‘

25214
23 002008 24 00l 1100 25 Jul 00D 25 Jul 20000 28 Jul 1300 29 Jul 0600 29 00l 2200 30 Jul 15:00 31 Jul 0800
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Stop Loss & Targets

Initial Stop Loss Placement: Example 2

CIDECE,H1 8047 3074 3002 2002
ﬂniiﬁ ér fz?inght 2003 11617
I'ri;ffmr 01}

In this example, a short trade is opened
at “1”. The initial stop is placed just

. his copy is licerided to L hll |* +
above the Trend Indicator at “2”, T Yt Wit e
|l| 5 ' ' 11467
Note: Back testing and system " h < LIE] Stop | | 11332
. . . LLI W i"
optimization results conclude Sell Ifut-.,:ﬂﬁ__@l ! r ‘II
that on average a stop loss of 80 mshia ""IHTT' M ' e
pips is ideal (EUR/USD) . | |’ ‘I 11242
|+‘ ‘ ' 11167
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Next we will explain the
methodology behind
determining the Take Jeots
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SECTION 2: System Documentation & Training

« System Overview
* The Trend Indicator (Direction)

« Entry Signals
Stop Loss & Targets

» The Volatility Cycles Indicator (Timing) * When to Trail the Stop

 Timeframe Selection

Take Profit Levels and Exit Points
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This section will explain the methodology behind determining the initial Take Profit level as well as understanding
when market driven events necessitate the premature exit from an open position. Every trade should be
accompanied by an initial target or Take Profit level, while certain conditions will require a trade to be closed before

it reaches full maturity (target level).

DIDECE,HL 8047 3074 3002 2002

ﬂ“] Af Co ynght 2003
ﬁ@ .0
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Take Profit Levels

Determining Initial Take Profit Levels is ?:fléﬂ i feerize o

the most subjective component of this ”l

trading methodology. In general the TP | \
level should be 1.25x or 1.75x times the " '
size of the Stop Loss in pips. Sell s

For example a stop of 50 pips would TP 1 = 62 pips

require a minimum TP of 62.5 pips

. TP 2 = 87 pips
(TP=SLx1.25 i.e. 50x1.25=62.5)

“:*"*l*'%*-u-'*l+mﬂl
!

xm‘l---,.r*nft,L.
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and a maximum TP of 87.5 pips
(TP=SLx1.75 i.e.50x1.75=87.5)
Taking profit at one or both levels is a
subjective variable and ultimately
dependent on the individual traders
preferences and market conditions.

StageZ \Cyeles_1.1.3 93,6567 2128571 149,3571 1493671 2123.8571

82,1929
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« System Overview » Entry Signals

* The Trend Indicator (Direction) Stop Loss & Targets

» The Volatility Cycles Indicator (Timing) * When to Trail the Stop

 Timeframe Selection /// ﬂAGEm\\\\\
Exit Points FOREX

Certain conditions will require a trade to be closed before it reaches full maturity (target level). This trading
methodology uses the Trend Indicator to clearly define these exit points. In general, if a trade is open and the
directional bias changes (price moves back inside the Trend Indicator’s lines), the trade should be closed.

EURUSC,ME 1,.2584 1.2591 1,2582 1.2590 L {2615
Understanding Exit Points

I 1.2600

w\ﬂﬂww% _ "

Consider this example;

A Short is opened at “1” and assuming F
for example purposes that the TP has YU o

not been reached.
I 1,25EE

The price then comes back into contact
with the Trend Indicator at “2” (price
moves back between the Trend
Indicator’s lines).

F1.2540

F1.2525

Close Short

. \l/ 2. ‘1-1.2510

TUHH””U”"E | éﬂ.ima
I KRl TR TS

L]Ullj L 1.2420

I 1.2465

At this point the Short should be closed
and the trader should await the next
signal. (Remember to check that the
VCycles indicator displays the correct
conditions for entry).
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« System Overview « Entry Signals
* The Trend Indicator (Direction) « Stop Loss & Targets
» The Volatility Cycles Indicator (Timing) When to Trail the Stop

* Timeframe Selection / STAGE Il \
. FOREX

When to Trail the Stop

This section will explain the methodology behind understanding when to trail the stop loss in order to protect or
reduce the risk of an open trade. In general a stop should be trailed when short term volatility has ceased (the Green
area of the VCycles indicator disappears).

In the example to the right, a Buy is rJDECS ”g”&i?i;ﬁ”%u@”“ err
opened at “1”, while volatility is ﬁmiﬁ'ﬂ: ngr 001 i

increasing. The trade moves into profit E:;éﬂ';frf teenef 2 "“Imﬁ Hae
and then volatility begins to decline — ”l ‘ 1 ' Iﬂ 11467
See number “2”, At this point the I '|| ao

propensity for further continuation of
the trend is low, until the next cycle of
volatility begins. At this time it is

l‘ : )

boraaiell
i 1 Y
b g e

11317

appropriate to place a protective stop — Buy ll 1 lll' Hew
See number “3”. I+‘ 1. "l 1167

Initial Stop 1"‘-*"1;'; ' o
Under ideal circumstances, it is preferred Stage3_WCycles_1.13 93,6567 2138571 149,3571 1433571 2138571 . 82,1929
to have the protective stop remain to '

the outside of thee Trend Indicator (“4”),
however this is not always the case.
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This concludes the Stage Ill Forex Quick Start
Training Guide.

For more information or additional support
please visit us at


http://www.stage3forex.com/

