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*Typically, when the price
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move sideways.

eAfter the sideways movement,
observe candlestick patterns to
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Bullish & Bearish market Bullish market Bearish market

Price - Oscillator indicator Bullish Convergence TF4H | Bearish Divergence TF4H Bearish Convergence TF4H Bullish Divergence TF4H
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Convergence & Divergence Relative Strength Index (RSI)
Using RSI to assess Momentum with Convergence and

Divergence

*Convergence: When the RSI swing high aligns with the price
swing high, indicating Bullish Convergence and increasing

Momentum.

*Divergence: When the RSI swing high aligns with the price
swing high, indicating Bearish Divergence and potential
Momentum shift (Sideway).

________________

Bearish divergen:ce

Convergence and divergence in the Relative Strength Index (RSI) are technical analysis
concepts that help traders identify potential trend reversals. Convergence occurs when the RSI
moves in the same direction as price, confirming the existing trend. Divergence, on the other
hand, happens when the RSI moves in the opposite direction of price, potentially signaling a
weakening trend and a possible reversal.

Convergence:

*Definition: RSI moves in the same direction as price, reinforcing the current trend.

*Bullish Convergence: When price makes a higher high and the RSI also makes a higher
high, indicating a strong uptrend.

*Bearish Convergence: When price makes a lower low and the RSI also makes a lower low,
indicating a strong downtrend.

Divergence:

eDefinition:

*RSI moves in the opposite direction of price, suggesting a potential trend reversal.

*Bullish Divergence:

*When price makes a lower low, but the RSI makes a higher low, potentially signaling the end
of a downtrend.

*Bearish Divergence:

*When price makes a higher high, but the RSI makes a lower high, potentially signaling the end
of an uptrend
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*Max Strong uptrend

*Strong uptrend
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Momentum Primary Trend & Secondary Trend

Based on Dow Theory across 3 Time Frames

*Primary trend TF1D using MACD and secondary trend
using MACD TF1D

*Secondary trend TF4H using Bos - Momentum

/ eMinor trend using indicators to confirm trends

TF1D
/_/ .

eStrong uptrend
: TF4H
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eStrong uptrend
*Strong downtrend
*Weak

Weak
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Concept how to used MACD 5 13 1 (Entry TF H4 only)

MACD:

MACD settings at
1. Fast EMA 5
2. Slow EMA 13
3. MACD EMA 1

https://www.forexfactory.com/thread/14630-4-hour-strategy-macd

Stoploss have to be inside the breakout otherwise it can be triggered and then
sometimes it can be very big before entry signal is given by the MACD.

Here is what [ normally do when the MACD shows a signal but the stoploss are to big
in relation to my capital or what I am comfortable with. I enter the trade in three
stages with my stoploss set at the same level.

iiii“’ﬁﬁ, }

_2 Enter 0.3 lots (30% Retracement on Bar B)
__1Enter0.5 lots (45% Retracement on bar B)

B
‘ Y 3 Enter 0.2 lots (Opening next Bar)

'
P

'?!il‘l A
i Entry level ‘

Stoploss

Stoploss

/ : By entering the trade in these three stages make it easier to reduce the amount

: of pips lost should the trade go down to stoploss because not all is entered at
No1. The price very often pulls back to either the 38% or 50% Fibonacci levels of
the previous bar and therefore | uses 30% and 45% to be sure of a fill otherwise
we stand a chance of missing the trade with one pip. When the trade goes in my
favour the break even levelis also lower as when a have entered all at No3.

When the stoploss amount of pips getto heavy this is a good method in
spreading it.
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