EUR/USD BACKTESTING

Formation tested:

1) Morning / Evening Star type formation with multiple dojis / spinners:
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2) ‘W’ / ‘M’ setup:
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Backtest Results:

Winning Trades = 85% 
(out of 81 total setups over 4 years)

Stoploss placement:

· SL placed at signal candle open (+/- few pips spread)

· Where SL is 20-25pips or less, extend SL to 30+ pips in line with logical swing lows/highs, candle low/high etc.

1st TP at 25pips, or if price is volatile or TL closer, TP1 smaller

	Number of backtested months:
	4yrs, 4 months (less 4 months corrupt data) = 48 months

	Total # signals
	81

	Avg # signals per month:
	1.7

	Number of losses
	8     (10%)

	Number of wins with SL at candle open
	62   (76% of TOTAL trades)

	- Number of trades where SL at candle open fails:

- # of these trades where SL is small (20-25pips) and logical increase saves the trade:
	11

7

	Number of wins (SL adjusted)
	62 + 7 = 69 (85%)


Neatness:

Excellent: small dojis, level, consistent tail lengths both directions (provide a strong IT/IB level), no tail (in trade dir’n) to signal candle

Good: Dojis not as even, slight slope to dojis, signal candle may have tail

Average: Spinners (instead of dojis), sloping, uneven IT/IB

Poor: Very uneven / messy setup

a-b-c trades are as defined by Linda Raschke: In a confirmed uptrend/downtrend, an ‘c’ entry is a long entry (uptrend) off of a lower low.

*Based on SL placed at signal candle open

	
	Date
	# dojis
	Neatness
	Neatness comments
	Setup comments
	Open SL held?*
	SL in Pips
	Pullback (in Pips against entry price)

	1
	24/12/02
	3
	Good/Excl
	
	
	Y
	22
	8 

	2
	3/1/03
	3
	Avg
	spinners, sloping
	off 89MA
	N
	28
	32

	3
	10/1/03
	3
	Good/Avg
	
	
	Y
	25
	18

	4
	16/1/03
	2 
	Avg
	
	
	N
	20
	23 - SL 35pips at swing lows is fine

	4+
	31/1/03
	3
	Good
	spinners, nice and level
	
	Y
	65
	5

	5
	6/2/03
	3
	Good/Avg
	
	move off TL support
	Y
	23
	7

	6
	14/2/03
	3
	Good/Avg
	spinners, nice and level
	a-b-c trade, even though trading right against 89MA
	Y
	40
	15

	7
	26/2/03
	4
	Good/Avg
	
	
	Y
	32
	20

	8
	3/3/03
	4
	Good/Excl
	
	
	Y
	25
	22 - Open price only just held, but SL quite small at 25ish pips

	9
	10/3/03
	3
	Excl
	small compact dojis
	
	Y
	20
	10

	10
	19/3/03
	
	Average
	spinners and dojis, but nice and level, tail to signal candle
	
	Y
	44
	0

	11
	26/3/03
	4
	Good
	‘W’
	
	Y
	33
	22

	12
	28/3/03
	3
	Good/Avg
	R:R bad to 89 but retrace entry improves R:R
	
	Y
	45


	20

	13
	22/5/03
	2
	Good
	
	
	Y 
	40
	0

	14
	24/6/03
	4
	Average
	Loose ‘M’
	
	Y
	35
	13

	15
	5/8/03
	3
	Good
	a-b-c trade
	
	???
	26
	9 - BE exit at pin bar close

	16
	7/8/03
	3
	Good/Avg
	
	
	Y
	22
	16

	17
	12/8/03
	3 
	Excellent
	
	
	Y
	37
	12

	18
	14/8/03
	4
	Good/Avg
	longish tail to signal candle in trade dirn – TRUST THE SIGNAL
	
	Y
	30


	14

	19
	17/9/03
	4
	Good/Avg
	
	
	Y
	65
	12

	20
	19/9/03
	3
	Excellent
	
	
	Y
	40
	20

	21
	6/10/03
	3
	Avg/Good
	a-b-c entry
	
	Y
	50
	0 - entry on 2nd signal candle @ 12:00

	22
	15/10/03
	3
	Avg/Good
	Spinners, but all level and even, a-b-c 
	
	Y
	37
	3

	23
	23/10/03
	3
	Avg
	CT trade, but room to 8EMA
	
	Y


	25
	12

	24
	18/11/03
	4
	Good/Avg
	Loose ‘W’
	
	Y
	45
	0

	25
	2/12/03
	3-4
	Avg
	Loose ‘W’
	
	Y
	40
	0

	26
	5/12/03
	3
	Good
	tail to signal candle
	
	Y
	40
	10

	27
	29/12/03
	2
	Good/Avg
	
	
	N
	15
	16 - Hit SL by 1 pip. SL only 15pips. SL 30pips around swing lows is fine

	28
	27/1/04
	2
	Avg
	CT trade, but room to 8EMA, a-b-c??
	
	Y
	30
	10

	29
	2/2/04
	4+
	Good
	
	
	Loss
	40
	

	30
	25/2/04
	3
	Good
	a-b-c, move off 89MA
	
	Y
	33
	0

	31
	19/3/04
	3
	Good
	Tail to signal candle
	
	Y
	25
	15

	32
	15/4/04
	3
	Good/Avg
	
	
	Loss
	30
	

	33
	19/5/04
	2
	Avg/Good
	
	
	Y
	30
	0

	34
	24/5/04
	3
	Good/Avg
	
	
	Y
	47
	30

	35
	6/7/04
	4 
	Good/Avg
	
	
	Loss
	30
	

	36
	29/7/04
	3 
	Good/Avg
	
	
	Y
	40
	20

	37
	4/8/04
	3
	Avg
	Sloping dojis BUT move off TL resistance
	
	Y
	21
	9

	38
	23/9/04
	4
	Avg
	All dojis are bull dojis – slope upwards
	
	Loss
	45
	

	39
	11/11/04
	4
	Avg/Good
	3 nice small dojis, 1x bear candle
	
	Y
	27
	12

	39a
	3/12/04
	4
	Good
	
	
	Y
	75
	15

	40
	16/12/04
	4
	Average
	Loose ‘M’, a-b-c trade
	
	N
	30
	36 - SL 40pips at candle high fine. Note that setup was very rough (price volatile). Bigger SL reqd

	41
	26/1/05
	3
	Good
	
	
	Y
	40
	5

	42
	27/1/05
	3
	Good 
	Loose ‘M’
	
	Y
	40
	10

	43
	10/2/05
	3
	Average
	Sloping dojis, but this is a setup I’ve seen in the past that works
	
	???
	35


	

	44
	24/2/05
	3
	Average
	dojis level, but volatile tails up and down
	
	Y
	30
	10

	45
	7/3/05
	3
	Exc/Good
	Bit risky, but a-b-c trade off loosely confirmed downtrend
	
	Y
	30
	8

	46
	15/3/05
	3
	Good
	a-b-c trade
	
	Y???
	25
	

	47
	22/3/05
	3
	Excellent
	In a downtrend, so tight 1st TP at 8EMA
	Move off 365 and 200MA’s
	Y
	20
	10

	48
	31/3/05
	2
	Excellent
	
	
	Y
	35
	3

	49
	1/4/05
	4+
	Good/ Excl
	
	
	Loss
	45
	

	50
	19/5/05
	3
	Good/Excl
	a-b-c trade
	
	Y
	20
	3

	51
	26/5/05
	3
	Good/Avg
	
	
	Y
	47
	22

	52
	27/7/05
	2
	Good
	Move off TL Resistance
	
	Y
	20
	9 - Exit BE after following candle (pin bar)

	CORRUPT DATA FROM AUGUST 05 TO NOVEMBER 05

	53
	23/12/05
	5
	Good
	
	
	Loss
	32
	

	54
	30/12/05
	2
	Good/Avg
	
	
	Y
	20


	0 - Price only moved 24 pips in favour, but 1st TP would have been tight due to volatile conditions and price up against 365MA

	55
	11/1/06
	5
	Good/Avg
	
	
	Y
	47
	16

	56
	16/1/05
	4+
	Good
	Ranging conditions. Move off Resistance
	
	Y
	33
	12

	57
	1/2/06
	2
	Average
	a-b-c trade and move off 89MA
	
	Y
	40
	0

	58
	3/2/06
	3
	Good       
	
	
	N
	20
	30 - SL only 20ish. SL at highs is fine 

	59
	3/3/06
	2
	Good
	Move off 200MA
	
	Loss
	35
	

	60
	24/3/06
	4
	Good
	CT trade, but room to 8EMA and move off 200MA
	
	Y
	15
	3

	61
	29/3/06
	4
	Avg/Good
	Loose ‘W’. Tail to signal candle
	
	Y
	20
	3

	62
	18/4/06
	3
	Good
	
	
	Y
	40
	30

	63
	2/5/06
	2
	Average
	Spinners, but nice and level
	
	Y
	80
	Large SL (70+pips). Retrace entry works. Price only went 20pips from candle close.

	64
	11/5/06
	2
	Good/Avg
	Spinners, but nice and level
	
	Y
	65
	15 

	65
	29/5/06
	3
	Good
	CT trade, but move off TL support
	
	N
	20
	20 - retraced exactly to Open level. SL only 20pips. SL 35pips at candle high is fine

	66
	22/6/06
	3 
	Excellent
	Price ranging. Move off 89MA
	
	Y
	35
	0

	67
	6/7/06
	5
	Good/Ave
	a-b-c trade. Long tail to signal candle. Could enter on next 4:00 
	
	Y
	35


	0

	68
	12/7/06
	3
	Good
	
	
	Y 
	30
	7

	69
	26/7/06
	3
	Excl/Good
	a-b-c trade
	
	Y
	20
	5

	70
	3/8/06
	2
	Good
	
	
	Y
	60
	47 

	71
	8/8/06
	2
	Good
	Move of TL support
	
	???
	22
	SL only 20 pips

	72
	21/8/06
	7
	Avg/Good
	Loose ‘W’
	
	Y
	50
	11

	73
	9/11/06
	2+
	Avg
	
	
	N
	25
	30 - price retraced 7 pips beneath open

	74
	25/1/07
	3
	Good/Avg
	spinners, but level. Move of TL support
	
	Loss
	25
	

	75
	13/2/07
	5
	Good/Avg
	Spinners and dojis, but level
	a-b-c trade
	Y
	30
	

	76
	26/2/07
	2-3
	Average
	long down tails to dojis
	
	N
	22
	SL only 22 pips. SL 40 pips beneath lows is fine

	77
	8/3/07
	2
	Avg/Good
	move of TL Resistance
	
	Y 
	20
	

	78
	26/3/07
	2
	Good/Avg
	a-b-c trade
	
	Y
	30
	

	79
	4/4/07
	2+
	Good
	Entry on 08:00 candle
	
	Y 
	27
	

	80
	17/4/07
	3
	Avg/good
	
	
	Y
	45
	

	81
	27/4/07
	5
	Avg/good
	
	
	Y
	25
	


Why is this setup so successful?





Review Phillips MP3 post 16009:


…strongest setups are where there is a momentum slowdown (towards the moving average / TL) followed by a momentum pickup. 


This is exactly what is happening here. 








