NANNINBOB 1.0 TREND TRADING SYSTEM
COPYRIGHT JAN. 2011

1. WHY CHANGE?

a. I have been counter trend trading for several years. I have made some money doing it but two things have changed which made me look at a different way of trading.

· USA brokers have changed. To be honest I needed high leverage to trade a counter trade method. I don’t need to go into all the details but without the ability to close trades in any order I want, being able to hedge my trades in a disaster scenario, to use high leverage to run the multiple small lots I like to run, and use multiple levels of trades to minimize my losses, I began looking at a new trading style. This is my answer to the new USA trading regulations.
· My personal beliefs on the next several years of FOREX trading. Since Oct. 2008 and the almost depression errrrr………. Depression if you were one who lost your job ……… the markets are acting differently than they were before.  In the pics below compare the monthly candle sizes with the present monthly candle sizes of the last 2 years. You can see they are 2-3 times bigger than they were for the eur/usd before Oct. 2008. You will see this holds true for every currency pair out there. I based my previous trading system on my studies of currencies before 2008. It did not bother me if I had to take 1-3 big losses per month because I had plenty of winners to cover the losers. However, the markets are getting more volatile not less. Now it is becoming more common to have 3-6 big losers a month and maybe some others that would scare me. Look at these charts below to show you what I mean. 
· 2001 to Summer 2008 Notice how the monthly candles are fairly uniform in size. There is a consistency and expectancy to the market. It goes up and it goes down and doesn’t look too difficult or scary. The volatility is about the same and there are not major surprises
[image: image1.png]'EURUSDm, Monthly 1.29952 1.34573 1.29710 1.33900

interbank £ Trader 4, & 2001-2010 MetaQuotes Softare Corp.

Thn2001 1022001 1Feb2002 1mm2002  10a200

Treb2o03

Tom2003

Toamn

T Feb 2008

Tom200¢

Toazm

Treb200s

Tom 2005

Toamms

T Feb 2006

Ton 2006

Toa%

Treb 2007

Tom 2007

Toamw

TFeb 2008




· Summer 2008 to Present WOW! Look at those candle sizes from the yellow line forward and look how they have changed in both variety and size from the candles to the left of the yellow line. Some months are small some months are very large. Is it no wonder we have been pulling our hair out and having a harder time trading the markets. If I think the future is going to be just as volatile like it has been the last 2 years then a system I developed by studying the markets from 2000 to 2008 is going to have problems.
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b. I believe this trend of market action will continue for several reasons.

· Reasons markets will be more volatile #1 Sovereign debt issues will continue for years to come. Greece, Ireland, Iceland and other countries will continue to struggle with their national debt. When these news stories break the markets move quite violently and unpredictably. Keeping prices in range for countertrading and multi-level entries is going to get more and more difficult.
· Reasons markets will be more volatile #2 Economic recovery issues will continue to hit the news. Despite everyone’s efforts to get economies going again there is no guarantee that they will succeed or reach previous levels of economic activity anytime soon. These two steps forward and one step back or one step forward-two steps back will cause the market s to be more volatile than normal. 
· Reasons markets will be more volatile #3 Interest rate changes. As countries raise or not raise interest rates the markets will act accordingly. Interest rate changes are some of the most fundamental reasons the markets move and/or change direction. In counter trading when interest rates change I have learned to just stay out. Well it looks to me in 2011 and beyond these will become quite common as countries adjust to economic recovery and preventing future inflation. Markets react very strongly when they change and to my great chagrin react strongly when they don’t. 
· Reasons markets will be more volatile #4 Government bailouts. Boy did we get a surprise last Oct. 2008 when the USA government decided to bail out its banks. Never saw action like that before and maybe never see again but that is not a given either. To be able to be on the right side of these movements means a lot of money but how can we know??
· Reasons markets will be more volatile #5 just plain old fashion fear. When things are uncertain fear reigns. That is one very unpredictable factor and right now when someone buys or sells everyone wants to jump on the bandwagon, whether it is justified or not. 
· Conclusion: So all these factors plus maybe some private personal factors made me look at my trading style and to make some changes. I didn’t want to go out to a foreign broker. You read about my experiences with one at Forex Factory, well I had a 2nd experience with another. It was not good. So if I continue to trade and I want to stay with a USA broker, I decided to change my trading strategy. This is what I came up with.
c. New strategy (for me anyway)—some old basic ideas with a new twist-I guess the Nanningbob style. 

· Problem #1—If I can’t solve the DD (drawdown) of counter trend trading can I come up with a trend trading system that will work in both trending and non trending markets? 

· Problem #2—Can I solve the basic problems of trend trading? If you ask most traders they will say they are trend traders. If you look at the stats now required by USA government regulators that brokers must publish what percentage of traders win versus losses every month, it does not look good. Most brokers are revealing what we already knew; only 25% (approximately) make money every month. Then you figure of that 25% many will lose money the next month so the odds are not good. 

· Problem #3—What the heck is a trend anyways? If I can solve this problem, I think I can successfully trade a trend whether it is short or long or whether it lasts for a few days or a few months. When should I get in and when should I get out? 

2. Why trend traders fail and why I failed to become a trend trader in the past? The answer is simple; I never had a definition of “What is a trend?” If I come up with a definition of what a trend is then I can trade my definition and maybe be successful. I have read dozens of books, manuals, downloads (both free and paid for), thousands of posts, hundreds of threads, and seen millions of ideas, indicators, trading methods, etc. etc. etc.  You get the picture. Anyway whether you agree with me or not this is what I am going to try to do. I am going to define what a trend is and then I am going to trade my definition of that trend. I am going to keep it simple and easy to follow so anyone can do it. That is my goal of this system.

3. FOUNDATIONS OF THE SYSTEMS—How it works and why?

a. Where to look first? If people are not defining what a trend is then I must invent one. So I started my search over a year ago. (Some of you may remember I even tried a thread with an idea of trading a trend) It wasn’t until December 2010 that one finally developed in my mind that looked like it would work. I finally discover the weekly chart and took it seriously. Why? Because it doesn’t have all the noise and false directions or reads of other time frames. It is actually a pretty straight forward chart. Below is a pic of the Eur/USD for 2010 on a weekly chart. It is quite easy to read. Candles go up, down or stay level. There are no candle patterns or other deep secrets. It is a very simple read. 
b. Teal arrow DT—Yellow arrows UT—Pink checks rangetrend RT. (Thought I would invent a new word)
i. For 2010 the Eur/USD had four downtrends, two uptrends and 3 range periods.

ii. Trend analysis

· Downtrend analysis (DT)—4 DT lasted from 2 weeks to 8 weeks

· Uptrend analysis (UT)—2 UT one for 9 weeks and one for 5 weeks

· Rangetrend analysis (RT)—4 RT 3 were 4 -5 weeks and 1 lasted for 10 weeks.

· Conclusion—we develop a trading system around these three types of market moves and we can trade the market with consistency. 

[image: image3.png]'EURUSDm, Weskly 130784 134232 130778 133900

1.0 TREND N

L3
L

U L1

1304

L1

interbank FX Trader 4, © 2001-2010 MetaQuotes Sofuare Corp. 100
0 Sep 2009 180R2000 15 Nov200y TIEENNGIEEE 2010 JFeb010 TMar 2010 4Am 2010 IMay 2010 30May 2010 T An200 Bui10 2 Aw00 D500 170m200 14 Nov 200 ESERNGIEE





c. First start with a common trading idea. Higher highs and higher lows signify UT, lower highs and lower lows signify a DT everything else is a RT. 

d. Second how do we get this to show on a chart? That is easy use a 1MA median. It takes the average of the high and low and puts itself in the middle of the candle. (white line above in pic). Then take the same 1MA and shift it forward 1 and you get the yellow line. A simple definition then is, if the white 1MA is higher than the Yellow 1MA shifted 1 it is an UT and if the white line is lower than the Yellow line, it is a DT.  If the yellow and white lines are crossing back and forth it is a RT. So this becomes our definition of a trend. The two lines cross each other 15 times during the year; 6 of them form a trend and 9 are from ranging. 
e. What do we do with this information? Let us take it to a 1H chart and see if we can use it.

4. THE ONE HOUR CHART SETUP: Let us go to a one hour chart and make a simple easy to read trade setup.
a. First after some study I decided a 2MA crossing a 2MA shift on the weekly chart transferred for better trades on a 1 hour chart. So the math went like this. A 2MA on a weekly is approximately a 10 MA on a daily (2MA x 5 trading days). A 10 MA is approximately a 60MA on a 4H chart (6-4H periods = 1 day so 6x10= 60). A 60 MA on a 4H = a 240 MA on a 1H chart. So a 240 MA Median Smoothed gives us a nice smooth arching line on a 1H chart. Looks like this. This gives us an approximation of what is happening on a weekly chart. Above this line is an UT and below this line is a DT but we are going to add to this definition. Ignore the sell line in my photos because that is a test of a recovery system I am trying out. 
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b. Second—We now are going to use two other indicators that will refine our entrances and exits on a 1H chart. The first is a 5MA Smoothed and shifted 5. It will look like this on the screen. Its main purpose is to weed out peeker trades from trying to enter too close to price action. If price does not reverse the line is far enough away that it rarely gives a false entrance. However, in follow the trend it picks up the trade and lets it run. You will see this in our next pic. We will now add to our trend definition. If price is above the 240MA and above the 5MA shift 5 it is in an UT, if both are below then it is in a DT. However, that still is not the complete definition.
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c. The TMA indicator—This third indicator will now give us our entrances and exits and the final part of our definition of a trend. For demonstration purposes I am using the TMA centered but I developed the system also using the TMA true. I am told the TMA true is more accurate for back testing but the TMA centered is smoother in its presentation on the screen in real time. You still let the MA EA enter the trade for you so price crossing the 5x5 MA will set off your buy or sell trades not the TMA. It just gives you a signal to turn on the EA. Anyway your screen will look like this. (see next page)
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d. Now the final definition of a trend: When the light blue center line of the TMA is above the dark blue line (representing the direction of the trend on the weekly chart) you are in an UT and when it is below the dark blue line it is in a DT. THAT IS MY DEFINITION OF A TREND AND THE ONE I AM GOING TO BASE MY TRADING DECISIONS ON. THE ENTIRE TRADING SYSTEM IS BASED ON THAT DEFINITION AND I WILL TRADE GOOD OR BAD BASED ON THAT DEFINITION. 
e. HOCUS POCUS – If at this time you think this is hocus pocus you can stop reading now, throw it in the trash and go on your merry way. However, if finally getting a definition of a trend intrigues you continue reading because I will now show you how to trade using this definition with 3 indicators. It is all you will need. 
YOU WILL NOT NEED TO ADD ANY MORE INDICATORS TO THIS SYSTEM. IT WILL WORK JUST FINE AS IT IS.
5. TAKING TRADES OFF OF THE 1H CHART—There are three types of trading scenarios seen from the 4H chart. 
a. Trading the UT— We will look at the weeks starting September 12 and ending the week of October 3.

b. During this week there are two trades that present themselves. At the beginning of the week Sept. 12 the light blue TMA center line crossed the dark blue 240MA showing we are now in an UT. Price retraced back to the green TMA line on Tuesday Sept. 14 so we entered the trade by turning on the 5x5 buy EA. (Anything  close, touching or crossing the green line is acceptable) You turn on the 5x5 buy EA and when price moved across the line and then went almost 160 pips. (we will talk about TP later) Again on Thursday price moved back to the green line and we turned on the buy EA again. This time it moved over 100+ pips. So following the trend allowed us to take two trades during this week. 
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c. Sept. 20-26 trades—This week is a little more difficult in that you entered but price doesn’t move for 24 hours. 
i. Trade #3 maximum was over 300 pips but you may have bailed long before then. If you know what is making price move and price stays above the 5MA you can stay in the trade. Price entered and then stagnated for 24 hours before moving. I also show where you put the stop loss with the pink line; you place it just past the previous low. If the trend continues you usually won’t hit your SL. 
ii. Trade #4 is not a trade because the 5MA line is too far away; if it is still above the light blue line you should not turn on the EA but wait for a better retracement. If you had taken the #4 trade it would hit your SL if you made it too close the low.

iii. Trade #5 is a good trade; it enters retraces some and then goes over 180 pips. You can see the 5MA has also retreated to the green line making a great entrance. 

iv. Also notice the light blue MA keeps moving farther away from the dark blue MA. This is a good sign of a good strong trend. 
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d. Sept. 26 to Sept. 30 trades—

i. Trade #6 hits your SL -40 or 50 pips

ii. Trade #7 is a nice one 130+

iii. Trade #8 hits around 50+

iv. #9 if you had closed #8 120+
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e. Oct. 3 to Oct. 8 then settle to RT by end of week.
i. Trade #10 up to 150+ depending on your nerves.

ii. Trade #11Maybe 100+ if you did

iii. Trades #12 and #13 NO 5MA too far from green line

iv. You can now see the TMA is going to settle some.
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f. Oct. 10 to Oct. 22 Period of RT (Range Trend).
i. Trades 14 to 18 are all profitable but as you see the dark blue line coming up to meet the light blue line. The TMA will start to go wavy as price ranges up and down. We are still officially in the UT but you can see that it is dying out and ranging. 

ii. The trades also will become less profitable and you will see fewer runs. So anticipate taking smaller profits at this time. The blue TMA is trending slower and starting to reverse and the dark blue 240MA is catching up. 
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g. 10-25 to 11-9 RT ends and DT starts the week of Nov. 5th.
i. Oct. 25 week Wed. trade #19 happens, actually you probably would have taken the trade just before I and it would have hit a stop loss. We will call it #19A because I didn’t mark it on the screen
ii. #19 goes for a nice profit. #20 is a no trade
iii. #21 starts as a no trade but over time it qualifies.
iv. #22 could be a separate trade from #23 or continues as #23. So these two could be on or two trades depending on how you handle it.
v. #24 With price collapsing quickly you may or may not take it. If you do it will hit your SL. 
vi. The light blue line cross the dark blue lines you so you are now in an official DT. So trade #25 becomes a sell. 
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h. 11-5 to 11-22 weak DT trade scenario

i. Trades 25 and 26 are good trades
ii. Trade 27 is not the 5MA is too far away

iii. Trade 28 is a good trade

iv. Trade 29 is a maybe price does not quite retrace to the red line and the 5MA is too close to the light blue line, depends whether you catch it or not and want to take the trade.

v. Trade #30 is a no trade 5MA is too far away.

vi. Trade #31 is a weak trade and you probably don’t want to take it into the weekend if you did take it. Small loss or profit.

vii. Trade #32 is a great trade to take both price and 5MA are outside the lines. Trades like this don’t show up often but often move very strongly. 
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6. TAKING PROFIT—Profit taking is always a hard decision because you don’t know if price is going to be strong or weak. However, unlike countertrend trading you have a much better chance of getting a bigger run. So let your profits run especially when the light blue line is moving away from the dark blue line. That is where you will get your biggest moves. 
a. Obviously you take profit when price moves from one end of the TMA to the other. So when the sell enters near the red line you take your profit when it reaches the green line. Move your SL to BE or a profit point and let it ride. As long as price stays on one side of the 5MA you can let it ride. 2-6 hours will be the usual trade but if you know the fundamentals of a currency move are on your side you can just ride it out for days if you wish. 
b. My study of the EUR/USD for the year went like this on a weekly chart. 
i. The body of the candle was bigger than the wicks 23 times of the 51 candles studied. What that means is you have a 45% chance that once price moves in a direction for the week it will continue all week almost 50% of the time. So trades you take on Mon-Wed. you can hang on longer than ones taken later in the week. 
ii. The body of the candle was smaller than the wicks of the candle 21 times which means price moved in a direction then later in the week came back and retraced. This means about 40% of the time price will not keep running but will retrace back to near its starting point or for a small gain for the week. 
iii. The body of the candle was about the same as the wicks of the candle this happened 7 times and means that after a move, price retraced about the distance of 50% of its gains
c. Inside the package there is a Take Profit EA. There are two TP EA available. One is a close buy EA the other is a close sell EA. They operate on the 3MA shifted 2. It is the blue line on the close trade template. They work on any time frame so be careful if you have them on. They will close all trades on that currency pair you are trading no matter if you have manual or EA generated trades. The blue line now becomes your TP and SL line. 
i. To use the EAs—Put the 1.0 Take Profit blank screen EA on your screen. Decide which TF you want to operate the TP function on. If you want a tight TP SL you can put it on the 30M or 15M TF. If you want to let price run you can put it on the 1H or 4H charts. The blue line then becomes your TP and SL. When price hits that blue it will close all of your trades on that currency pair. So if you have it on the Eur/USD and price hits the blue line all trades you have open on the EUR/USD pair will be closed. This EA will not open any trades.
ii. After you decide which time frame you want to use. Go to your navigator bar and drag the close buy or close sell EA you desire. Drag it on the screen, make sure you check mark allow live trading. Click OK and make sure you have expert advisor bar on. The EA is operating if you have a smiley face in the upper right hand corner.
iii. Remember the EA works on all TF so if you have it on and you change the TF on your screen it could close your trades. 
7. Conclusions – I hope you find this material simple, easy to understand, and easy to use. Obviously you use this system and EAs at your own risk. I don’t promise you anything but a chance to trade FOREX. Use the system on a demo and several currencies to get a grasp of the system. I hope to answer any questions you might have at Forex Factory. There are many people who have used my systems in the past and they also will help with your questions. Good luck. 
Sincerely,

NanningBob

Jan 1, 2011

