
Flag the Trend TradingFlag the Trend Trading

�� Find the TrendFind the Trend

�� Wait for the PullWait for the Pull--BackBack

�� Find the SetFind the Set--up barup bar

�� Enter the tradeEnter the trade

�� Manage the tradeManage the trade

�� Make MoneyMake Money
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Flag the Trend TradingFlag the Trend Trading——

Admin/LogisticsAdmin/Logistics
�� PairPair

�� EURUSDEURUSD

�� Can trade other pairs and markets, but the rules/guidelines are Can trade other pairs and markets, but the rules/guidelines are based on the EUbased on the EU

�� IndicatorsIndicators
�� 10 Simple MA applied to the Median Price (HL/2)10 Simple MA applied to the Median Price (HL/2)

�� CCI or CCI or RetracementRetracement Finder with levels at 50 and Finder with levels at 50 and --5050

�� RSIRSI

�� Trading TimesTrading Times
�� AsianAsian——first 90 minutes (2300 first 90 minutes (2300 –– 0030 GMT)0030 GMT)

�� LondonLondon——about 3 hours (1230 about 3 hours (1230 –– 1530 GMT)1530 GMT)

�� USUS——about 3 hours (1230 about 3 hours (1230 –– 1530 GMT)1530 GMT)

�� TimeframeTimeframe
�� 5 min charts5 min charts

�� This method has shown to work on other timeframes, realize set uThis method has shown to work on other timeframes, realize set ups donps don’’t happen as t happen as 
often, and the rules may not apply in all cases.  Adjust as you often, and the rules may not apply in all cases.  Adjust as you see fit.see fit.
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Flag Trading the Trend—Up-Trend Rules
�� Identify the UpIdentify the Up--trendtrend

�� Wait for the PullWait for the Pull--BackBack

�� Find the SetFind the Set--up barup bar

�� must cross the 10 SMA upmust cross the 10 SMA up

�� the low must be within 2.4 pips of the 10 SMAthe low must be within 2.4 pips of the 10 SMA

�� the CCI must be > 50the CCI must be > 50

�� Enter the tradeEnter the trade

�� entry: 1 pip above the high of the setentry: 1 pip above the high of the set--up barup bar

�� stop: set at the low of the previous swing lowstop: set at the low of the previous swing low

�� take profit: subtract the difference from the entry and the stotake profit: subtract the difference from the entry and the stop.  Add the spread.  Set at that number of p.  Add the spread.  Set at that number of 

pips above the entrypips above the entry

�� trade must enter on the 1trade must enter on the 1stst or 2or 2ndnd bar past the setbar past the set--up bar.  If not, no trade entered and wait for the next up bar.  If not, no trade entered and wait for the next 

setset--upup

��Manage the tradeManage the trade

�� once you are within 5 pips of take profit, set the stop at breaonce you are within 5 pips of take profit, set the stop at break evenk even

�� watch the price action closely.  If you feel it is not going towatch the price action closely.  If you feel it is not going to make your take profit, exit the trade with make your take profit, exit the trade with 

some profitsome profit

��Make MoneyMake Money

�� money management is up to youmoney management is up to you

�� 1:1 risk/reward ratio is what is recommended1:1 risk/reward ratio is what is recommended

�� do not risk more than 3% on any single tradedo not risk more than 3% on any single trade

�� take profit and exit a trade if you are in questiontake profit and exit a trade if you are in question
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UpUp--Trend Flag the Trend TradeTrend Flag the Trend Trade

Set-Up Bar

Entry Bar
Stop

Entry

Take Profit

CCI > 50
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Flag Trading the Trend—Down-Trend Rules
�� Identify the DownIdentify the Down--trendtrend

�� Wait for the PullWait for the Pull--BackBack

�� Find the SetFind the Set--up barup bar

�� must cross the 10 SMA downmust cross the 10 SMA down

�� the high must be within 2.4 pips of the 10 SMAthe high must be within 2.4 pips of the 10 SMA

�� the CCI must be < the CCI must be < --5050

�� Enter the tradeEnter the trade

�� entry: 1 pip below the low of the setentry: 1 pip below the low of the set--up barup bar

�� stop: set at the high of the previous swing highstop: set at the high of the previous swing high

�� take profit: subtract the difference from the stop and the entrtake profit: subtract the difference from the stop and the entry.  Set at that number of pips down from y.  Set at that number of pips down from 

the entrythe entry

�� trade must enter on the 1trade must enter on the 1stst or 2or 2ndnd bar past the setbar past the set--up bar.  If not, no trade entered and wait for the next up bar.  If not, no trade entered and wait for the next 

setset--upup

�� Manage the tradeManage the trade

�� once you are within 5 pips of take profit, set the stop at breaonce you are within 5 pips of take profit, set the stop at break evenk even

�� watch the price action closely.  If you feel it is not going towatch the price action closely.  If you feel it is not going to make your take profit, exit the trade with make your take profit, exit the trade with 

some profitsome profit

�� Make MoneyMake Money

�� money management is up to youmoney management is up to you

�� 1:1 risk/reward ratio is what is recommended1:1 risk/reward ratio is what is recommended

�� do not risk more than 3% on any single tradedo not risk more than 3% on any single trade

�� take profit and exit a trade if you are in questiontake profit and exit a trade if you are in question
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DownDown--Trend Flag the Trend TradeTrend Flag the Trend Trade

Set-Up Bar

Entry Bar
Stop

Entry

Take Profit

CCI < -50
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Flag the Trend TradingFlag the Trend Trading--

ContingenciesContingencies
�� 26 pip rule26 pip rule

�� If the take profit value is > 26 pips, only target 26 pips and mIf the take profit value is > 26 pips, only target 26 pips and make ake 
your stop 26 pipsyour stop 26 pips

�� reasons to NOT take a tradereasons to NOT take a trade
�� DivergenceDivergence——if divergence has shown itself on the RSI, do not enter if divergence has shown itself on the RSI, do not enter 

a trade until a new trend or continuation has occurred or get oua trade until a new trend or continuation has occurred or get out of t of 
your current tradeyour current trade

�� 5 waves complete5 waves complete——this is not an Elliot Wave system.  Although, if this is not an Elliot Wave system.  Although, if 
you have 3 higher highs or lower lows use caution entering a newyou have 3 higher highs or lower lows use caution entering a new
trade until the trend continues or changestrade until the trend continues or changes

�� huge moves/candleshuge moves/candles——very large moves in a short period of time very large moves in a short period of time 
are typically followed by a time of consolidation.  Use caution are typically followed by a time of consolidation.  Use caution 
entering trades.entering trades.

�� Times to Trade and not trade?Times to Trade and not trade?
�� News timesNews times--30 min prior 15 min post30 min prior 15 min post

Created 25 March 2011--RCWSO



GotchasGotchas

�� Do NOT over tradeDo NOT over trade——typically you see only 15typically you see only 15--

18 trades a month on the EU.  That is less than 18 trades a month on the EU.  That is less than 

1 trade per day.  1 trade per day.  

�� Do NOT force the chart to look like something Do NOT force the chart to look like something 

it is not.  If there is no trend, wait until there is it is not.  If there is no trend, wait until there is 

and then trade.  Be Patient.and then trade.  Be Patient.
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Short Entry Example MathShort Entry Example Math
�� Assumptions/Admin:Assumptions/Admin:

�� Most charts are BID price charts.  Most charts are BID price charts.  

�� Enter trade when BID price is hit.Enter trade when BID price is hit.

�� Stop loss set using ASK price so you must add the spread to the Stop loss set using ASK price so you must add the spread to the high of the last swing high.high of the last swing high.

�� Take profit is hit at ASK price.Take profit is hit at ASK price.

�� In order for you to get 1:1 risk/reward ratio, the price must moIn order for you to get 1:1 risk/reward ratio, the price must move further on your chart ve further on your chart 
(BID Price) because the ASK price will need to be hit. In the ex(BID Price) because the ASK price will need to be hit. In the example if BID prices are used ample if BID prices are used 
you would have a 16 pip stop loss distance and a 18 pip take proyou would have a 16 pip stop loss distance and a 18 pip take profit.  So you have a fit.  So you have a 
HIGHER  than 1:1.  When going LONG, the opposite happens.HIGHER  than 1:1.  When going LONG, the opposite happens.

�� Example:Example:

�� Assuming 2 pip spreadAssuming 2 pip spread

�� SetSet--up candle low:  1.4010up candle low:  1.4010

�� Previous swing high: 1.4025Previous swing high: 1.4025

�� Entry point:  (SetEntry point:  (Set--up candle  up candle  -- 1 pip) = entry point1 pip) = entry point
�� (1.4010 (1.4010 --1) = 1.40091) = 1.4009

�� Setting Stop Loss:  (previous swing high + spread)=stop lossSetting Stop Loss:  (previous swing high + spread)=stop loss
�� (1.4025 + 2 pips) = 1.4027(1.4025 + 2 pips) = 1.4027

�� Take Profit:  (Stop loss Take Profit:  (Stop loss –– entry point) = pips to take profitentry point) = pips to take profit
�� (1.4027 (1.4027 –– 1.4009) = 18 pips1.4009) = 18 pips

�� Subtract pips to take profit from the entry point to get take prSubtract pips to take profit from the entry point to get take profitofit
�� (1.4009 (1.4009 --18 pips) = 1.399118 pips) = 1.3991
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Short Entry Example PictureShort Entry Example Picture

1.4010 Set-up Candle Low

1.4009 Entry Point BID PRICE

1.4011 Entry Point ASK PRICE

1.4027 Stop Loss ASK PRICE

1.4025 Stop Loss BID PRICE Previous Swing High

1.3991 Take Profit ASK PRICE—SET THIS

1.3989 Take Profit BID PRICE

18 Pip RISK

Only travels 16 pips on your BID chart  

before stop loss hit because you are -2 pips 

when you enter the trade from the spread.

Take Profit Line Must travel 20 pips on you BID chart to hit 

take profit of 18 pips because you are -2 pips 

when you enter trade from the spread.

***USE THE RED LINES TO SET PRICES FOR SHORT TRADES***

***USE THE RED LINES TO SET PRICES FOR SHORT TRADES***
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Long Entry Math ExampleLong Entry Math Example
�� Assumptions/Admin:Assumptions/Admin:

�� Most charts are BID price charts.  Most charts are BID price charts.  

�� Enter trade when BID price is hit.Enter trade when BID price is hit.

�� Stop loss set using BID price.Stop loss set using BID price.

�� Take profit is hit at BID price so you must add the spread to yoTake profit is hit at BID price so you must add the spread to your entry point.ur entry point.

�� In order for you to get 1:1 risk/reward ratio, the price must moIn order for you to get 1:1 risk/reward ratio, the price must move further on your chart ve further on your chart 
(BID Price) because the BID price will need to be hit. In the ex(BID Price) because the BID price will need to be hit. In the example if BID prices are used ample if BID prices are used 
without adding the spread you would have a 18 pip stop loss distwithout adding the spread you would have a 18 pip stop loss distance and a 16 pip take ance and a 16 pip take 
profit.  So you have LOWER than 1:1.  When going SHORT, the oppoprofit.  So you have LOWER than 1:1.  When going SHORT, the opposite happens.site happens.

�� Example:Example:

�� Assuming 2 pip spreadAssuming 2 pip spread

�� SetSet--up candle high:  1.4010up candle high:  1.4010

�� Previous swing low: 1.3995Previous swing low: 1.3995

�� Entry point:  (SetEntry point:  (Set--up candle  + 1 pip) = entry pointup candle  + 1 pip) = entry point
�� (1.4010 + 1) = 1.4011(1.4010 + 1) = 1.4011

�� Setting Stop Loss:  (previous swing low) = stop lossSetting Stop Loss:  (previous swing low) = stop loss
�� 1.39951.3995

�� Take Profit:  ((entry point + spread) Take Profit:  ((entry point + spread) –– stop loss)) = pips to take profitstop loss)) = pips to take profit
�� ((1.4011 + 2) ((1.4011 + 2) –– 1.3995)) =18 pips1.3995)) =18 pips

�� Add pips to take profit to the entry point to get take profitAdd pips to take profit to the entry point to get take profit
�� (1.4011 + 18 pips) = 1.4029(1.4011 + 18 pips) = 1.4029
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Long Entry Example PictureLong Entry Example Picture

1.4010 Set-up Candle High

1.4013 Entry Point ASK PRICE
1.4011 Entry Point BID PRICE

1.4031 Take Profit ASK PRICE not used during long

1.4029 Take Profit BID PRICE

1.3997 Stop Loss ASK PRICE

1.3995 Stop Loss BID PRICE Previous Swing Low

18 Pip RISK
Only Travels 16 pips on your BID Chart because you 

are already -2 pips at the point you enter the trade 

from the spread

Travels 18 pips on your BID Chart to hit take 

profit

***USE THE BLUE LINES TO SET PRICES FOR LONG TRADES***

***USE THE BLUE LINES TO SET PRICES FOR LONG TRADES***
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