I started to reply to a post http://www.forexfactory.com/showthread.php?t=85097 ans was asked to start a new one because was confusing.

I have been involved in spread trading for years.
First for my private account and then as a hedge fund manager .

I was doing spread trading on futures but not the way it is usualy done.
I was making arbitrage between the correlated eurostoxx future and the french Fce ( cac4 future).
We were a team and made huge profits so decided to built a BVI hedge fund.
The conjonction of volatility becoming lower and automatic robots settled by banks made us change of arbitrage supports .
We built a model for spreading eurostoxx agains S&P futures with great reward.
This one was more complicated because of exchange rate and no same hours of opening for volume.

But a great advantage was because of that no robots could arbitrate it.

When i started tradinf FX my main idea had been to do the same because one of the great advantage of spread trading is that you are more confortable with your position no betting on a direction but more on differences.

There are differents way to do that on FX i will explain the simpliest one which is profitable ( i used it for 1 year with nice rewards) , now i am working with the same philosophy, same pairs but with proprietary formulas for a fine tune.

I am still trading professionaly as an asset manager on FX. With 7 figures account. 


1) I am only trading eur/usd and usd/chf for 2 reasons .
First it is the most negatively correlated paire on forex on a long and short term basis.
Second, even if you find one more correlated it will be too much volatil for spread trading the way i do it (forget immediatly of thinking of gbp or jpy involved in spread trading, that is a killer account).

2) Please dont tell me that spread trading these paires is the same as trading eur/chf outright, please dont write that even if you can copy it from supposed serious web site. The ones saying that have never follow days and night as i did the 3 paires together.

3) Contrary at what i have read in this thread entry point is not that important. You have not to find the perfect entry call but one which is #acceptable# ( i will explain later).


4) dont tell me about stops there are no stops in this trading style 
 INCLUDEPICTURE "http://www.forexfactory.com/images/smilies/yim/winking.gif" \* MERGEFORMATINET 




5) you need to be capitalised because be prepared to average. Yes i know you are not supposed to do that so please dont tell me . I never average a loosing position in trading outright, spreadtrading is very different. So dont take a 1million position with 10k tio iniate a position 



6) Dont look at what was the price of eur/usd 3 years ago and same for usd/chf and tell your paire is not correlated the way you said it was because you have to reactualised the datas several times per month .



Here are the very basic and exemples:

Look at the 3 graphes eur/usd usd/chf and eur/chf : 4 hours or 1 hour candells are ok.

A raisonable entry point is when a divergence appeas on eur/chf .

The more you wait the safer you are but the less number of trades you are going to make.

In theory ( only) the divergence is suppose to stop and go back to neutral as the correlation is strong.

To neutralise the usd problem and be in market neutral ( very important point always put aside by 80% od spread traders) you have to take 1 lot of euro/usd for every 1.5 lot of usd/chf and actualise this ratio each time eur/usd mooves a lot to try to be close to a market neutral position.

So let say eur/chf is -0.20% for example you are in alert because close to an entry point, I recommand at the beginning not entering before 0.25/0.30 divergence but personaly i start building my position at 0.20 divergence.
So you wait -0.25% for exemple as yesterday when i enter a position.

I took 1 position ( meaning 1 eur/usd ans 1.5 usd/chf) long on both :

Long 1 lot euro/usd at 1.5702
Long 1.5 lot usd/chf at 1.0260

Depending on brokers you have to pay the spread let us say that you have 7 pips spread for the 2 buy.
You start with a loss of 7 pips ( 3 on euro/usd and 4 on usd/chf for exemple). You have to wait 0.05% moove your way to cover the spread

Then you wait , if the divergence goes to -0.45 you put one more position ( 1 and 1.5) if goes to -0.65 you put one more ( you can wait longer if you have a small account or want to be more conservative).
If the divergence goes more than 0.65% you wait till 1% ( almost never happen).
That means that you can handle this kind of divergence without being margin called so dont start with a 200 leverage.

Usually it goes rarely over 0.40/0.45.

Yesterday after -0.25% from my memory it goes only -0.32%.

I closed the position few hours after at 1.0324 and 1.5652 ( i closed half when divergence went back to 0 and the remaining at +0.20. We then went to +0.40% ( of course i was short now starting at +0.30( +0.30 and not 0.20/0.25 because i waited for the trend weakening). That is, with the1/1.5 ratio almost 60pips.
Usually you make small profits and some bigs one when averaging 2 or 3 times.
You could have make more ( 70 pips ) by playing eur/chf on that one but it is more difficult to keep a directional position if you are wrong than a hedged one ( from several point of vue and from a psychological one which is the most important part of trading as all of you knows...........Not all of you know that ?[image: image2.png]




I closed this one this morning ( eur/chf was -0.15%).

I am now waiting -0.30/-0.35 to get in again ( we are -0.15% but i know that compared to to days ago we are close to +0.10 so i will wait a little bit more ( that is one part of the actualisation and fine tuning i was speaking about)

One advantage to be ON on a long position is that you get the swap on the eur/usd and sone brokers are paying a + rollover on usd/chf as well.

This is the simpliest way to be profitable on FX according to me of course.

So where are the risks?

They are in case there is a huge think happening in switzerland or in europe ( i am not speaking of decision rate ( you could say i will never be in a position before an annouvement on rate for exemple) i am more thinking of a blast somewhere.
And for me these is not a risk but during these days by spread trading you can make a fortune as i wil explain 1 day if somebody is interested in.
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It is a mix based on my experience.
Yeterday we closed at +0,22%
now we are -0,22% So we could say that we are uncorelled and back to normal.
So i am supposed to wait 0,20% more south before jumping in on the long side.

But i will wait less because yesterday quotations are less important than today ones but you can wait -0,42% that will be very safe and a nice way to start with my strategy.
  

[image: image5.png]


Jul 13, 2008 11:47pm 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image6.png]





Ok this time some light must be added.


#The system works like this: (the rules apply the same for inverse situation)
If EURCHF -25% versus day open , then we enter buy both pairs, until 0% or + 25%.#

Correct for entry . For exit differents options
1) the market reverse quickly so we have a winner i am waiting zero line and exit half , then i will close remaining close to +0.020% but this is more an experienced exit than a formal rule.

2) Market goes again our position but not enough so that we have only one position( go only to -0.40% for exemple) I will close half the position even and wait zero zone for remaining.
The idea is that hedge was again us so we lighted the pose in case the trend continious.

#Case 1: The hedge moves in our favour, so we close positions when EURCHF +25%, and in the same time, we open sell both pairs.#

Usually if we go from -0.25 to +0.25 i will wait a little bit the trend to weaken before entering the short ( i know this system is not a good candidate foe an EA sorry)

If you enter a long when eur/cfh is -0.25 than an other one at -0.50 then an other one at 0.75.
At this point it is better to wait 0.50 more before entering and that supposed that you are abble to do that by non being over leverage.

An important rule to avoid big DD in case of a huge trendy moove which can happens even if correlation supposed to be strong is that when you are in a dd situation you have to work your position:
Exemple you are long 1lot eur/usd and 1.5( or 1.60) lot usd/chf then usd/chf goes -0.50 you enter a second position,
You have to exit this position if we go to -0.25 and that is the entry point of the other one , So now you have only one position which is even and waiting for zero line.
By doing that you avoid a big trend which occurs 1 or 2 times per year because you have always a pull back so you can lighten the position and not being hitted by a Margin call.

If you keep the position ON , Let say on monday you are in short at +0.25% end of day i s+0.35%.
On tuesday ( my graphs are GMT) you start th ehedge at 0% but in your head you know that you are +0.35% , you HAVE TO wait again +0.25% and not only +0.10% more , doing that you minimize again the risk and th emoney management.
Amnd Money management is everything in this system ( in others too [image: image7.png]


)

An iother question was do you keep on : anwer yes 

I will post all the trades i will make so than after 2 weeks things will be clear.

i forget to take a picture on the friday exit but profit have been several K$ something close to +0.50% compared to the capital of the account.
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ratio is only there to be $ neutral 
1long eur/usd is about being short of 160000$ if you buy usd/chf you are only long 100000$
My strategy , derived from my long professional experience in spread futures, has to be market neutral if possible.

#Since you have done this successfully, what is the average daily div/con on EUR/CHF? (I usually work only with the majors and are +/- 0.5% - 0.7% intraday with peak days at or around 1.0%)#

I said +0.20% because i have specifics proprietary tools not given yet [image: image10.png]


which add probabilities but for traders who wanted to test (please demo first i will not pay for the losses) 0.25% is better.
The more you wait the less trade you are doing the less risks you are taking ( like an anti-gap strategy martingale)( i dont know how to say anti ecart in english but this has to see with probailities).

The average daily divergence is between 0.25 and 0.40.
Paretto law i would say 80% of days are in this figures.
For 20% remaining the rule to work the position as explained is there to be abble to keep the loosing position without big DD
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i said to enter a position at +/-0.25% not 0.20%

Sometimes i enter at 0.20% because i have a specific tool so you all have to wait 0.25.

When in a big trend i heve already explain how to work the position and i will show how to manage that if we go further than 0.75% decorrelation without retracing 0.25%( meaning having already 3 lots).
I built a strategy for that case too of course otherwise you could win during 3 years and loss everything on a single trade in theory.
Murphy's law always in my mind
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Tip : for a long always enter the one which is up first so you can sometime never enter th eother leg and take profit on the long only.
But be carrefull as soon as it stopps going north or if it goes back 3 pips get in IMMEDIATLY on the other leg.
same strategy for exit , using that i can save hundreds of pips sometimes more on a yearly basis
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Tip : when it trends so fast safer to wait a little bit more than 0.50
0.55/0.60 should be ok i think

+ unusual situation with eur/usd close to higher high ever so big resistance
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central idea is correlation/decorrelation.

Strong inversed correlation on this 2 pairs so when you are -0.25% that means decorrelation so our idea is that it is going to go back to zero because they are inversed correlated
add some strong mm and you got the whole thing
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whern we will approach -0.80 if so i wil be ready to jump in .
if th etrend goes down quickly better is to wait to # win# some extras pips like getting in at 0.85 for exemple.
after that we will wait for a 0.50% more before putting a 4th lot

At th emaximum loss i was down 10.2K i am now -8k
i expect a profit of 5/10k on that baby
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in an other one at -0.81
long usd/chf at 1.0030
long eur/usd at 1.5980
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from -13k to -8.1 in 3 minutes 

i will cut the last position if we go back to -0.55/-0.50


i entered second leg 1 minute after winning almost 10 pips [image: image25.png]
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nice reversal but we need more
i am -3k now from -13k 1 hour ago
last position wins 3.3K
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perte 2k so far nic erecovery from -13k
now need to continue this way a little bit to finalise a profit

[image: image30.png]



  

[image: image31.png]


Jul 15, 2008 10:24pm 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image32.png]





I can see that during the night for me we reached 1.6093.
we were at -0.44% at that moment.
At this moment my total position was closed to a potential profit of 1.5k

I still have 2 lots loosing 2.5k including the profit taken on the 3rd lot sold yesterday.

Strategy of the day :

waiting eur/chf to be close to +0.34% to sell the 2nd lot ( we are at this moment +0.09%). We closed yesterday at -0.64% i entered this lot at -0.55% i will try to sell it close to the entry of the first lot at -0.30%.
If the profit on the 2nd lot is acceptable because of a big up in chf and we have 1.5 on it i will close it before.

if we continue the yesterday trend ( usd/chf going down) i will enter a 3rd lot at -0.25% of th elast lot i entered yesterday that i s-0.80-0.25 = -1.05%. For today that means i will put a 3rd lot if eur/chf goes down -0.41% ( 1.05-0.64( close of yesterday in %)) it is 1.5996 point.
If i had unwind this night my 2nd lot as i should have done things would have been different, i would have to wait less to enter a second lot long.
That s trading

  

[image: image33.png]


Jul 16, 2008 8:00am 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image34.png]





was out today so could not enter a 3rd lot at the point i indicated this morning and which have been reached.

So far The 2 first lots are with a loss .
Still waiting .
The system does not need roll to be profitable but better if you get them on a yearly basis the difference is better in you rpocket than in your borker's one .
Unusual situation but we are going to end this trade with a win .
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As of exit if you have only on elot skyline is right.
But every case can be different because it is a matter of speed.
If we arrive at zero, pip per pip and slow like the turtle ok i will exit half.
If we go there like the rapid runner i will keep to extand the profit and will exit when things going to slow.
if you have more than 1 lot you have to work the position as i explained and it takes time to be familiar with the technic.
Working the position is the core of this strategy , without it you can be killed one day.

now and later :
"At 1.6093 you would actually be looking to close all your postions since you had an overall profit on the the 3 trades, but as I understand you missed that point and now you are looking on todays actions based on the yesterdays ending decorrelation. So today you're waiting for +0.34 to get a profit on 2nd position from yesterday (entered at -0.55) to get a profit that equals 0.25."

I would not have closed my position with 1,5k profit but perhaps the second one even if my real target had not been hit.
But sometime when you suffer with a position you are happy to light it specialy with a profit.
"But if you closed all of yesterdays positions at +0.09 today (-0.64 (yesterdays close) + 0.55 (where you entered 2nd lot)) you would get a BE trade on yesterday and get out of those trades and minimise the risk, or maybe at +0.10->+0.15 so you could have an overall profit on yesterdays trades. Am I doing the math wrong or are you just looking for bigger profit?"

THis question is a headack lol i read it 3 times and still does not understand what you relly mean .
By the way i have never been in a profit position today .
At better i was loosing 4,2 k ( won 3,8 yesterday) so almost flat.
At the worst 1h ago i was down 17K ( so 13 really)
Now i am net -6k the position mooves a lot.
Need a better moove to get out with a nice profit.
it seems that i am going to take the 3 days interests now but can moove any time from now.
Patience is everything in trading
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ok roger i get you.
But i dont do it that way i need profits and not BE because i am a pro and need profits to live even if i understand what you say.
It can happen sometimes, if you keep a positions with multiples lots a long time, and being BE you decide to cut ( usually there is a rally behind which would have been in your direction).

our position is better now it shows a little loss and i would have been up 3K if i had taken the trade i gave the entry point this morning.

One more nice up and we will cut the second lot and perhaps the first one if it goes more north
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usually i dont look at the trend. The system is winning even if we trend if we have some pull back and we always have some.
If there is some volatility it is good.
But you dont have to use x200 on the first position .
I try to find a confortable level of decorrelation ( 0,25) to get in i dont look for the perfect one ( does it exist?) and then i work the position the way i explain .
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"I think everyones concern is when this happens again....and looking at the daily charts on screen....it would have happened a few times this year already.....the question is ..what if it had moved down for one more day."

It had moved down an other day or an other couple of days no problem we would have work th eposition the way we did and generate some profits the time correlatrion is back.

So far i am green on this trade i cut yesterday second one at +0,25 before going to bed.
I should have wait 0,34% as announced but as i missed the 3rd trade having been away i find it confortable to cut this one with a small profit.

I was +5k at one moment, thi smorning i am even again.
It happens sometimes that we have to keep a position several days it represents perhaps 20% of the case maximum.
usualy it is more a long then a short then a long........
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"Waiting to enter a trade..... manage the trade.... and exit the trade.
Am I missing something?"

yu missed the point that trading is my full time business.
before spreading i was scalping ( first on equities doing several markets) then futures doing the same working 15 hours per day because i wanted to get an hedge over other traders.
With spread i can miss a trade no problem i can leave hours like yesterday i know that usually th eposition is not supposed to be a huge looser during that time because of correlation.
If it goes against a lot i will put an other one when back.
Of course i have to monitor but not being concentrated like when you scalp for pips all the day long doing hundreds of trades.

And the stress i svery low for me with this system i built

  

[image: image45.png]


Jul 16, 2008 11:16pm 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image46.png]





And dont forget patience .
dont get an idea and judge the system within 2 days of trading.
What you can see is even when the trend is against us we were abble to get even at least , profitable if you took the trade i gave the entry point yesterday hours before it occured.
Think about it 
The trend will not be ever against us and you will see days with 2 /3 trades long then short etc with very good profit.
It is only on forum that 100% of the trades are winners buying on the low of the day and selling at the top
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steve which extras are you speaking about??
there are 3 trades with the prices given by me in real time ( you can check on the thread).

"Hi Spieler, 
I have a question (please refer to the below screenshot), I started yesterday from flat position because I had a fault on my platform and was forced to close positions that you are still in place. Ok so as you can see yesterday was a good one , I entered initially long position at -0.25% and closed all at +0.25%, then I opened again a short (of course short eurusd and short usdchf) at +0.25%. Now as you can see this position has gone overnight, so my question is : To open new positions is correct to keep still into account the divergence from yesterday (0% = 1.6057) instead of today's divergence that's different ? Infact as you can see my current divergence (related to yesterday divergence) is at +0.37 % so I should wait until it goes up to +0.50% then open a new short position. Am I understand right ? "

You have always to keep in mind what s happen 1 or 2 days before you enter into a hedge trade.
If nothing happen i mean normal volatility go ahead for my percentage and in that case your entries are good.

If we had a big trend and that was the case for almost 2 days you have to be more conservative and wait more before entering as i am doing right now.
I closed at 0,25 we are at 0,30 and i am still not in .
I could have keep my pose long a little bit more that s sure but almost 3 days is enough for me.
Now i am waiting something like 0,40/0,50 before going short.

My recommandation as you are already in will be to wait 0,50 more instaed of 0,25 before entering on emore lot.
Your position is not bad but entered too early because baricentre is higher today.
You will win with it but more tomorrow or on monday i think.
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I made a lot of training on trading years ago and the more usefull think was to trade real time and let the attendants do it as well .

So if i explain now 3 months ago i had this and managed like that; Itwill be complicated for me to remember exact figures , configurations and state of mind of the market at this time ( yes the market has a mind, silly sometime).

I think it is better to do the way we do now saying on morning what i am looking for , giving entry point when i enter the market and explining how i work the position.
Dont you think so§?
I understand you want to learn fast but i dont think it will be as profitable as just following how i follow my rules and how i adapt them depending on circonstances.
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"
Just to clarify, an earlier post alluded to the use of linear regression channels for the purpose of setting entries and exit targets. You agreed that you do this, but you haven't really said much else about it. Maybe at some point you can show more detail about this?

Does the 0.25% figure you frequently use represent, say, 2 standard deviations on an hourly chart perhaps?"

I said the philosophy is that one but i dont use this stuff.
My method is KISS

I gave my normal entry and exit point in the first post ( have to be used in 80% of the case) and gave some explanations later why we have to do a little bit differently when a trend is against us.

As for deviation i said 0,25 because at one moment you have to decide to go in.
0,10 is not really a decorrelation because correlation between these 2 babies is not perfect ( close to 94% only)
remember that i am just trying to built a position starting when i consider the decorrelation to be representative and 0,25 is accroding to me.
The more important part is the working on the position ( which is lacking on 99% of the strategies on hedging i rea
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"Well, I mean every day the midnight open price is different. So yesterday, based on yesterday's open I went long. But today based on today's open, I got a short."

Ok yesterday you were long me too so far normal.

imagine you were long when eur/chf was at -0,25% and imagine it finished the day at -0,15%.

You have to claculate that your half exit is starting at +0,10 only

imagine nowyou were long when eur/chf was at -0,25% and imagine it finished the day at -0,45%.

You know that you are going to put a second long at -0,05% and that your exit is at + 0,45 for half so a +0,25 will not be a sell signal for you .
That is why i said that before entering a trade you need to check what happen 1 or 2 days before and be cautious in case of a trend .
In case of sideway movment no problem
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My yesterday hedge is green now 
i am waiting -0,20/-0,25ù to scale out half depending on the speed when close to this target.
We closed a little bit under my entry point that s why i said 0,20/0,25 and not 0,25 like in theory. Always take into account the yesterday's close compare to your position.

will put a second lot at +0,25/0,30 always depending on speed.
Speed is a new concept i introduce now ( it is not new i always use it but for this thread).
For exemple yesterday i unwind my last position ( th efirst one taken 3 days ago) too soon at +0,25% but did not immediatly jumped in a short for 2 reasons.
baricentre ( gravity center of the 2 paires) was higher 2 days ago before the sink and speed was fast up.
So i said to wait untill +0,50 and finaly entered at +0,55 when speed slowed down.
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"It is very possible to enter a trade and have it never come back to 0. (or your starting level) You would be making money trading the corrections within the trend but the original trade would be very negitive. So when would you exit the original trade if it never comes back?"

Working position will let you qmortise this initial position.
if it never went back after days you will have to cut it trying to do that close to zero loss taking into account the profits on working position ( in profit better; by working the positions you average down your initial entry point so that yu dont need to get back to original entry price to be a winner).
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Alot of questions these 3 days , i ll try to answer today.

Strategy of the day : We are in short since friday , the position so far is loosing a little bit.
Close of sunday is exactly close of friday .
We closed a little bit higher than our entry point.
Considering that friday have been a range day i assume that eur/chf price are beeing well balance .
Considering that i always want to minimize risk i will wait 0,25% on eur/chf today to put a second short ( in theroy i will have to wait less because we ended friday above our entry price).
And dont forget the speed , if we arrive very fast to the 0,25% zone i will be ready to jump but waiting a slow motion to come in always shorting the negativ leg first to try to win some precious pips.
( My position is negativ but in real it is not because if you reread my friday post i made an outright trade winning 2,6k which is my position as of today in negativ).
And this outright trade was a begining of an hedge but just after the short prices went down in seconds so i never shorted the other leg .So this is part of the strategy and not outside it and that s why you cannot make a full operational EA on it.
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If th etrend goes your way on the first leg you can wait and closed that leg foir a profit sometimes.
usually i enter second leg about 3/6 pips from there so the spread is cover.
BUt you have to be very quick in case it goes wrong way and do not hesitate to enter second leg.
Same for exit
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The idea is to have a system stable whatever happens.
your idea will work 95% of the time and you will win a lot and then one day you will blow out completly.

This is not a system for dreamers looking for 200% return par year or per month.
But 50% per year is not a big deal when correctly managed
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As indicated i am still short 1 lot at 1,0232 and 1,5814 loosing 3,4K but i took 2,6k first by taking only one leg.

The loss is very small so absolutely no stress we are in a range i am waiting either a up to put more lots or a down to cut with a profit .
Nothing anormal here just market with low volatility
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Spieler,
Is there a situation where you would enter a trade when the daily movement has been less than a .25% move?

Answer could be yes but will be NO [image: image72.png]




If we ara up 1 lot at -0,25 we finished at -0,45% perhaps i will wait less than 0,25 more down the day after ( 0,20 will be enough) so you see there is a place for discretional in thi ssystem because entry points are not that important.
Ans that is one of the reason i like it , the other one is that with this system you can reduce your stress to something close to zero
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Position is better this morning.
Waiting can be frustrated sometimes because i was about to enter a second trade yesterday waiting 0,05% more which is nothing and this one would have been good with an exit signal at -0,25% now.

So strategy of the day is still to wait +0,25% to enter a second one or to continue to go south so that we can cash our profit.

Big profits comes from a built position with 2 or 3 lots .
With one we usually make a small profit , on that one something between 2 or 4k will be ok for me ( that is the amounty i was loosing at one moment)
BUt even with only one lot if th epace is fast i will wait more south and can generate a big profit sometimes.
A profit is a profit never forget that .
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Mackus :

I see your problem and it comes from 2 errors one being easy to fix for next time.

1) The difficult one : Beetwen 14 and 15th we had a big decorrelation eur/chf lost 1,3% which is huge ( i remember we were long but we finished with a profit) .
On 16th we went to -0,44% more ( so -1,77%) .
Trading on 16th would have started by a long at -0,25% closed half at 0 and half at +0,25 or higher depending on the pace.

SO this day should have start with a gain.

After it went to +0,25% you were not supposed to get in short as we were in full recorellation and days before 14th we were in a range higher than when you enter.
THis is the first mistake you forget to check positions of days before. If there is no trend days before that is ok but if a trend occured you have to be carefull of fast recorrelation which is the core of the system and you were against.

2) Error easy to fix:

Being in at +0,25 against the recorrelation is not big deal anyway if you did not use too many leverage as i recommand always.

The big problem comes from your third position short at 162,21 because after this entry we lost 0,36% which was an obligation for you to get out at -0,25%

Following that simply rule would have completely changed your today position

First you would have add a profit to your account instead of a loss so far on that position
Second you would have add to your buying power instead of lowering it 
And third more important part you would have add a third lot +0,25% more than this entry on the way up at 162,61 and we are now at 162,61.
That means that your third loosing position would have been exchanged with a profit and would be in place now even.

Your total position would still be negativ but quite confortable waiting for the down movment which is going to occur...........
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Answer is yes but sometimes ; between 3 and 6 times per year, I will close the whole position with a loss ( not a big one) on a pull back.

Today range again but i could work the position a little bit thanks to my experience.

Usd:chf was under a resistance and eur/chf was up0,17% so not 0,25 but more than 0,25 since my first entry.

I decided to gave a short to usd/chf and to wait to short second leg.
Of course in case usd/chf had continued to goies north and eur/usd down i would have immediatly shorted the second leg lossing2 or 3 pips.

Usd/chf went down and i cut the outright position with 1081$ profit.

This way i have lowered my loss on the remaining first position.
I am very confotable with this pose, only one lot , nice profits for july so far.

Just waiting now the big way down, would be better to go up a little bit more before so that i can enter a second lot but market will decide
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[quote=shinny;2124930]quote:

During the campaign Sarkozy never stopped telling that the euro was too strong and that we need to do like japan, China and usa by weakening our money.
I would say that Sarkozy's victory should psychologically be weak on a short term basis for euro and strong on a long term because he is the most liberalist.
PS: I am french
Sarkozy get at least 80% chance to be president ( 100% in my opinion)
Today euro is weak

Hi all,

I am one of Jacko's original "turtles" (whom i might add out of the original 20 or so, 3 are prop traders for US banks and 3 are full time pro traders ( plus i manage funds for a number of large accounts..... sorry to the other turtles who have also progressed and i have not mentioned).

Sorry for my ignorance i know nothing about jacko's turtle( i know about original turtle of course) . I am sure it was a great experience for you

I am always open minded to new ideas and peoples suggestions, and will either try to help them develop a good idea or be constructive in trying to debate why something wont work. Thats democracy and free speech, and its great.

I completely agree

I have been looking at this strategy periodically, but my mind is always to trade the trend. Think of any "famous" trader.... Jesse Livermore, Paul Tudor Jones, Ed Seykota... I could go on. What do they do (did)? They trade the trend. Look at the above statement "the euro is weak", but is the euro weak? On which day was the Euro weak,.and does that matter "on the day"?

Jesse Livermore commited suicide made fortune and lost everything each time ( 2 times officialy declared bankruptcy).
He wasq a great trader for sure but could not followed his own rules ( letting winner run and cutting quickly loss)

Paul Tudor Jones is a great trader that s for sure but a contrarian one ( like me [image: image85.png]


) So he always try to guess change of trend.If he is wrong he cut and then keep going with the trend. Tha s not what i call a real trend follower even if he follows it once thend goes his way.

Ed Seykota : Inspired by livermore is the most trend follower of the list but his success has more to see with his money management algorythms.



Personally, I have never traded the legs on option spreads... but I do understand it is a very tough business. Vols, curve, atmf etc.... tooo much for me. Dont get me wrong, I trade backwardation/contagion on futures, but i would rather just trade trends. (the pro's will know i know nothing... the newbs that i worked for barings!!).

Every style has his place and trend following is certainly one of the best if correctly done and well managed i agree with you



I know of a few traders on here (who shall remain nameless but have contributed to this thread) that are pro traders.

So what am i saying? It is very hard to be market neutral, and make money. Margaret Thatcher once said " you cant buck the market".... bloody true.

Once again you are right on the paper being 100% delta neutral can generateonly few % return if you have very low commission.

I settled a hedge fund long/short intermarket futures which get really great return but was not a 100% market neutral.

neither is the system i am speaking about here 


**** I am certainly not rubishing speilers strategy, but am simply saying that trading option/future spreads is totally different to currencies****

Once again i agree [image: image86.png]


Finally we are ok on almost everything 

IT is completely different and that s dont mean that we cannot have the same approach but adapted

I have always be a contrarian trader based on the fact that more than 90% of private traders loose money by following ( or trying to ) sentences like trend is your friend cut your loss you know what i mean.
And i was winning so i will continue my way of lonesome trader [image: image87.png]
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Sorry to say that guys but you have to do your part of the job and read the full 47 pages before asking questions i have answered several times.Anyway one more time for the road:1) I have never say you have to put one more lot on each increment of 0,25%.First 0,25 is an exemple , it can be 0,30 and should be based on pace.sometimes it goes up or down fast . You will be crazy to enter without waiting a little bit.I said as well after 3 rounds to put one more after +0,50 and not 0,25% and then 0,50% and then 1%.This 1% should be cut after a 0,50 retracement and not 1%.the 0,50 at 0,252) doing an ea with 0,25 increment is bad according to me because i said that you have to take into account close of the day and not entry point to put an other lot.Exemple you are long ( enter at -0,25%) day finish at -0,40% so you are down 0,15%. You have to wait -0,25 again to put another lot and not 0,10 by following a rule of every 0,25% i never speak about ( in intraday yes but not on)I suppose it is my mistake by having started this thread in the system file where ea addicts are .THis system is more complicated than it appears and not following a sound money management i try to explain when situation occurs will hurt your account.You have to look at what happens days before to check if we are ina trend or in range an ea will not do that Our position is even now but will be ON i think because low volume
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"
I'm still in the position started on Friday. Here's what I'm looking for from the EUR/CHF.Entry point: Short @ 1.6303Friday Close: 1.6279I will add another position at: 1.6344 (entry point +.25%, also over +.25% for the day)I will close the current position at: 1.6262 (entry point -.25%)If the EUR/CHF continues decline will enter long position @ 1.6237 (-.25% from Friday close)"

1) What i will do in your case ( always thing about conservatice approach and not aggressive one ( this advice is whatever the system used and will save your a...) wait another 0,25% from today s opening and not your entry point.
2) you missed the exit because 1,6262 has been hit on friday just after i exited myself.


My strategy of the day : waiting +0,25% based on today ( so on sunday 's exit) to get in 1 lot short.
Wait -0,25% based on friday closed ( 162,40 ) to get in long.
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#In the way your guys are trading, the only advantage is if you make extra pips legging into or out of the spread. #

NOt true spread is only 2 pip smore at the majority of broker.

long long the 2 paires pays a lot of interest compared to the eur/chf straight and volatility on the 2 because of the ratios at a moment T means different profit .

And the leg think with experience is great 
imagine you want to go long the 2 paires because of a signal you enter first the bullish one , In your head you are ready to loose something like 2 pips on the other one in case 
If it goes straight up you have a very nice outright long, then you can cut it or enter the second leg winning a lot of pips.
If you enter eur/chf directly ratio can goes against you and you get a very different position.
anyway that is my way of trading everybody free to trade eur/chf outright and find a sound MM with that. [image: image94.png]
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Lenoxer

depends on what you call a position.
For me a position can be several trades ( 0.25, 0.50 etc,,,)

Usually, but last 2 weeks have not been representating, we have between 3 and 6 positions but that is not important because a position built with 3/4 lots but with inside 2 in out for exemple can give hundreds of pips.
So it is more the volatility of the position that matters than the number of them.


dont like these following long questions at the end i dont remembrr the beginning [image: image96.png]




#1. Basically, we do require more margin to sustain during big decorrelation. Under normal circumstances this value maybe -1% or 1%. So during this decorrelation period, what are the average pips that we are to estimate losing ( floating ) base on 4Lots.#

imagine eur/usd looses 155pips ( basically1%) and usd/chf dont moove , eur/chf will be close to -1% so you will have 3 loosing positions and 1 even ( the last entered at 1% in your question even if i have already said to wait 0.50% more for the 4th one which should be 1.25% but let continue with your figures)
first position will lost 40pips with spread
2nd 80
3rd 118
that is a potential total of 238 pips loss.

BUt this does not represent a reallity because your question does not take into account my money management.

Exemple i said you are in long at +0.25% we close at +0.15 next day you have to wait 0.25% so at the end in real you almost never get 0.25/0.50/0.75 entries.
Then you mean a 1% movment without any pull back to let us scale in /out.



#2. Will the decorrelation decrease to -2% and below or increase +2% and above. Under what circumstances will this situation take place ?#

You just have to do the maths and check if that situation have arlready happened and do leverage in correlation.

#3. During the entry period, We able to follow the swingman divergence for indicator. But at the same time, are we comparing the entry from 1hr and 4hr to indentify the trend for the entry decision. How or do you able to identify 
the happening of big decorrelation period. #

I follow 1h compared to 1h or 4 compared to 4. One day i posted a graph with 1/4 was an error and i dont know if the ea is based on 1/1 4/4 or 1/4.
Anyway as we speak in term of % that does not matter at all.

#4. What if the decorrelation is really a big melt down or up which what happens like february. Are we still carrying the trades to rollover until we balance out or cut the lesser losing or until we gains minimal profits.#

Easy to answer: Do the job [image: image97.png]




Take february trend in 5 minutes candelsticks and trade the system taking into account the pull backs for in/out and the end of day for my MM and give us the result. I am sure it will be interesting for everybody.

#5. About the swingman divergence 3 or the EA, can I follow the divergences percentages accurately or I shall recalculate the closing price manually. At this point, I'm not sure about the yesterday closing and today closing as 
I had hard time discovering the actual pricing base on GMT. I'm using IBFX. #

I know nothing about this EA
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The 0.25/0.25/0.25/0.50 rule is for intraday only and dont forhet it could be 0.25/0.30/.... if speed is fast.

When you are ON the second lot should start at 0.25% compared to the close of the previous day if we closed aboye your entry point and 0.25% more than your entry point if we closed under . This from a conservative trading.

I agree i did differently coupel of days ago but was for 2 reasons
1) we had few trades these lasting weeks so i wanted to make more
2) we looked to be at the high of a trend so seems less risky to wait less.
But if i had wait the real entry point which was 163.70 i would have make a big profit.

the market seems in range these days ( typical of a august month) so dont be surprised by the few number of trades usually it is a lot more so more profits in term of %

I dont put half a lot to start as suggested because i never know if i will be wrong or not on this lot and as i am well capitalised and dont use too much leverage thas fine like that .

[image: image100.png]


Aug 05, 2008 3:39pm 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image101.png]





1) I never trade between 24th december and 03 th january NEVER whatever the marker specially between 24 and 31th december.
This is time for adjustement of countries balance and window dressing and no rules seems to exist anymore.

So your first 3 trades still remaining today will have never take place.

But let us imagine this happen starting after the 04th of january here are the calculations and we pass the period with acceptable but big DD.

To make things understandable i did same as you with trade on eur/chf but a ratio 1/1.5 mio on the paires eur/usd and usd/chf for the swap.

Note that i will not take into account speed of trend neither end of day as i explained in this thread to keep a conservative approach . So we are in the worst case scenario that i will not managed the way i do for the purpose of this interessant study.

28th 12 07 Long 166.21 -0.25 lot 1
28 12 07 long 165.79 -0.25 lot 2
31 12 07 long 165.37 -0.25 lot 3
02nd 01 08 long 164.54 -0.50 lot 4
04 01 08 long 163.71 -0.50%lot 5

Lot 5 out at 16412 ( entry price +0.25%) remain 4 lots profit 41pips


15th 01 08 long 162.07 -1% lot 5 again 
21th 01 08 long 160.45 -1% lot 6

Having 6 lots and becoming dangerous the exit rule changes . The 2 last lots ( 6 and 5) will be exit at their average price +0.25% ( 160.45+162.07)/2*100.25%= 161.66
exit at 161.66 profit 80pips remain 4 lots
02 nd 03 08 long 157.24 -2% ( new rule after having 6 lots at one moment) lot 5 again 
out lot 5 at +1% which is 15881, we only hit 15879 and went down. In real i will have cut at around 15870 after target missed.
profit 146 pips remain 4lots
17th 03 08 long 15409 -2% lot 05 again 

We hit this day 153.26 which is the lowest point of the 28th12/07 till today.

At this point we have 5 lots long with 

lot 1 = loss of 1295 pips
lot 2 = los of 1253 pips
lot 3= loss of 1211 pip s
lot 4= loss of 1128 pips
lot 5 = loss of 83 pips
same day we close the lot 5 at 155.63 ( +1%) with +154 pips.

So the max dd is 1295+1253+1211+1128+83=4970pips -41-80-146 = 
4703 pips = close to 47030 usd 47% of the account

swap interest with a 1/1.5 ratios and my leverage of *2.5 to start building a position with 100k you will have 1 lot = 166k eur/usd vs 250k usd/chf
this represents 15 usd interest per day per lot
so we have as of 17th 03 08 458 pips of interests so that the max dd becomes 4245 pips ( 42%)

That is big but bearable 

As of today the position is winning taking into account 5 more months of interests and that the price is at 163

Conclusion ; If this kind of amazing trend takes place the DD can be huge and not supportable if you are over leveraged.
Dont forget that at the end of the year we are supposed to have a profit so the -42% is not really 42% of the starting capital .

You can of course decide to put a stop loss if you loose for exemple 20% of your K on a serie of trades against a trend.

THis was the worst case scenario, In real this kind of trend should be managed differently waiting more to go in ( i can see some long red candles triggering an entry, i will have waited of course more than 0.25 or 0.50)
And you need to be conservative with the end of day stuff i explained.

This trend i was in but started after the 04th and i managed it well with a very bearable DD.

If this trend occurs on the short side, the interests are against you so i will cut my positions after 2 weeks ( 10 trading days) whatever the result and start again building a position.



Last edited by spieler, Aug 05, 2008 10:26pm 
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15th 01 08 long 162.07 -1% lot 5 again 
My understanding was that your rules are to wait 0.50 more not 1.0 more (calculated from last entry price) before entering again a position that was exited on a 0.25 pullback?


As soon as i had 5 lots meaning i am against a trend mm becomes paramount, so waiting 1% even if i scale out.

21th 01 08 long 160.45 -1% lot 6

Having 6 lots and becoming dangerous the exit rule changes . The 2 last lots ( 6 and 5) will be exit at their average price +0.25% ( 160.45+162.07)/2*100.25%= 161.66
exit at 161.66 profit 80pips remain 4 lots
Thank you for this new rule. What if after entering lot 6 the there was no pullback allowing for an exit at average price would you then just enter lot 7 after another -1%?

NO -2% not 1%

02 nd 03 08 long 157.24 -2% ( new rule after having 6 lots at one moment) lot 5 again 
out lot 5 at +1% which is 15881, we only hit 15879 and went down. In real i will have cut at around 15870 after target missed.
profit 146 pips remain 4lots
17th 03 08 long 15409 -2% lot 05 again 

We hit this day 153.26 which is the lowest point of the 28th12/07 till today.

At this point we have 5 lots long with 

lot 1 = loss of 1295 pips
lot 2 = los of 1253 pips
lot 3= loss of 1211 pip s
lot 4= loss of 1128 pips
lot 5 = loss of 83 pips
same day we close the lot 5 at 155.63 ( +1%) with +154 pips.

So the max dd is 1295+1253+1211+1128+83=4970pips -41-80-146 = 
4703 pips = close to 47030 usd 47% of the account

swap interest with a 1/1.5 ratios and my leverage of *2.5 to start building a position with 100k you will have 1 lot = 166k eur/usd vs 250k usd/chf
this represents 15 usd interest per day per lot
so we have as of 17th 03 08 458 pips of interests so that the max dd becomes 4245 pips ( 42%)

That is big but bearable 

As of today the position is winning taking into account 5 more months of interests and that the price is at 163
True, but the problem for me would be that the profit gained for over 7 months of trading would be tiny and the experience would defiantly not of been stress free! 

I agree on that but a profit is a profit ( 90% at least of traders are loosing a lot of money) and this situation does not occur that often.


Conclusion ; If this kind of amazing trend takes place the DD can be huge and not supportable if you are over leveraged.
Dont forget that at the end of the year we are supposed to have a profit so the -42% is not really 42% of the starting capital .
So would you say that to trade 1 lot with your system you need to be capitalized at 100k?

No depending what you call 1 lot .with a 100k wallet you can start with 1.6lot eur/usd and 2.5lot usd/chf ( 1lot = 100k unit in this exemple)


You can of course decide to put a stop loss if you loose for exemple 20% of your K on a serie of trades against a trend.

THis was the worst case scenario, In real this kind of trend should be managed differently waiting more to go in ( i can see some long red candles triggering an entry, i will have waited of course more than 0.25 or 0.50)
And you need to be conservative with the end of day stuff i explained.

This trend i was in but started after the 04th and i managed it well with a very bearable DD.

If this trend occurs on the short side, the interests are against you so i will cut my positions after 2 weeks ( 10 trading days) whatever the result and start again building a position.
Would you close every open entry made to build that position even if the first 1 or 2 entries were making a big loss due to strong uptrend?

Yes
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#Thanks very much for your reply to Richard's post detailing the extreme trend. So, in summary, can you tell us what are the rules for taking a loss?
Also, do you ever use technical analysis on the spread itself, like stochastics or RSI or divergences or tendlines, etc., to fine tune your entries?#


I dont use any indicators for that system.

taking a loss occurs between zero and 2 times per year.
usually i never take a loss on a position built ( meaning i can close 1lot with a loss but th ewhole position will be a winner)
You can decide a DD where you take your loss of course
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Lietuve

Your exemple is a good one of decorrelation/recorrelation with a nice winning trade despite a trend against us.
close 08 th 04 at 15943
long 1 lot at 15892 09th lot 1
long 1 lot at 15852 09th lot 2
long 1 lot at 1581210th lot 3
long 1 lot at 1573210th lot 4

out lot 4 15810 on 10th +78pips
out lot 3 at 15851 on 10th +39 pips
out lot 2 on 11th at 15891 +39 pips 

One could cut first lot at even having had 4 lots and 3 winners even is good.
Otherwise you had to keep it some more days to get out with a profit.

Usually when this occurs i wait the price to go beyond first lot but if retracing i stop even ( was the case in your exemple)

So a nice 156 pips in just 3 days not so bad
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I used to spend 20hours per day in front of my war machine and 1 day i realised that i could do others nice things like playing golf or whatever.

Sonow i spend less time trading and more time enjoying life and hedging is perfect for that because if you miss an exit window an other one will come later,

That written i spend some time in front of the PC as i have other systems and am a professional money manager.



Last edited by spieler, Aug 07, 2008 7:02am 
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I will answer richards questions this week end.

I had to get out yesterday so had somebody trading for me.
i wrotte for him what to do and he followed very sharply.

So he entered a long at -0.25% and get out when back to zero.

NIce quick profit.

I am happy to see that a huge drop in the euro did not generate a mess in our strategy ( i knew that but ..)
300pips down on euros is never happening , there is a non written rule on the 200pips maximum moove on this paire .
So 300pips moove is maximum 2 times per year i think, need to check.

I am cash so far monday will be a new story.

No loss till we started the thread here, only winners , hope it will continue
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I have been spreadtrading for many years with great return ( more than 4 years on futures) and outright for 10 years. ( of course it is not the same as in forex as in forex you trade paire and not only one instrument

Each method has pros and cons but i find the spread one to be less risky and less stressy than traditional ones.

Thats said i know i will always read why doing that and not outright eur/chf instead.
I have no problem with people trying to outright eur/chf but in my opinion this is an other thing.

Paying the spread is not really an issue , usually euro/chf has 3 or 4 pips spread so the difference between outright and buying both paires is3/4 pips.

On the long side eur/usd + usd/chf pay more in swap than eur/chf.

But one of the main interest is the one leg thing i will try to explain later ( i started already a little bit).


With that things i make several trades per year taking hundreds of pips, and i know that if i am wrong i can immediatly enter second leg



Last edited by spieler, Aug 11, 2008 9:13pm 
  

[image: image114.png]


Aug 11, 2008 11:42pm 

	spieler 

hedger
	 
	Member Since Oct 2006

Posts: 385 


[image: image115.png]





richard ;
I will never go more than 10 lots ...........

#I dont think these methods are any more profitable or any less risky then the countless others posted on this forum #

what i know is that i am profitable with it on a long term basis and that more than 90% of forex traders are loosing money [image: image116.png]




I started 10 years ago trading for a living ( before i had portfolio based on the buy and hold theory and made some profits due to luck and uptrending market).

I quickly became one of this crazy day trader ( day grinder i would say) trading in NY in trading rooms with more than 100 people.
I made huge profits, huge losses [image: image117.png]


but finaly more gains than losses.

When volatility on nasdaq started to lower i began trading on futures outright with a bad begining ( loosing 30% in one month ;() 
happily i recovered in 3 months and was very happy with that ( 3 months is nothing and i did not wanted to recover in 1 month because too dangerous)

Then i won again . Then spread trading on futures ( for a hedge fund and for private capital) with great results and then forex trading where i had a company doing Am and one of my trader ( an american girl ) find a loop hole in currenex soft to overleverage a position and finished crashing some accounts .
So now i am the only trader having no trust in others because on forex everything can happen and you never know the mental part of someone else.

I trained hundreds of people in europe and america , met all the technical analysis stars in us and european countries ( we were invited in the same place at the same moment to make conference on differents topics).

I made a lot of real time trading contests with my real money in front of hundreds of people with tv cameras so now my stress is almost under zero .

Why do i say that now?

because i saw many many many traders in my short career ( 10 years is nothing, it takes at least , with few exceptions, 5 years to start understanding what s going on in the market blowing their account , strating from zero and doing exactly same errors.

Enemy is you not the market . i have friends in a lot of brokers company now ( i am a good customer for them [image: image118.png]


) and they give me some interesting statisticals on their customers portfolios.
Even traders doing good for months blast their account with only 1 trade .

So last advice will be trade safe dont rush on everything market will be there tomorrow 
And please do me a favor stop thinking you can make 100% profit per month and same for 20/30% as well .................
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Regarding: No Trading Times (Looking to open new positions when flat.)

Such as News Events: Are there any News Events that you try to avoid? NO

Daily USA Session Close: Are you concerned about staying flat near this time? NO

Holiday Seasons: Are there any Seasons like end of the year that you remain flat? already answered yes 

Fridays: Do you look to being flat before Friday’s close? Not opening any new positions. NO

Sunday Evenings Market Opens: Do you consider opening any positions? No i am sleeping [image: image120.png]




Any other thoughts regarding trading times and no trading times? NO euh yes when you are sick or hangover   
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I had a look at the monthly charts to look at the ranges and found that between 1997 and 2003 (top to bottom) a range of 2700pips occurred. In theory with this system it's entirely possible to enter a long position near the top and then have that position go against you for 11 years before it comes back to close to where you entered.

#Isn't this a major risk in this system? It appears to me that this system relies on constant supply of retracements for each move(entered on) in order to continue profiting.

The only plus I can find on dangling positions is that as you continue to profit the drawdown % of the account diminishes as your equity increases(as long as you profit faster than the dangler loses).

Does this make any sense?#

I can close sometimes the last 1.2.3 lots with a loss if we are quite far from entry place.usually working the position allows me to get a profit anyway even if som elots are closed with a loss.
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#Well, I was quite close but as you said still errors. Thanks for your reply which clarifies the basic entry rules perfectly. I do know that the previous days close, speed of the market and W/E gaps must always be taken into account and so these are just a basic guide to the entry points. I have now tried to add the basic exit and re-entry points to the schedule as I currently understand them, please can you confirm they are correct or amend any errors.

1lot -0.25( or +0.25 of course) – Exit at 0.00
lot 2 -0.25 – Exit on 0.25 pb/ re-enter at -0.50 from previous entry
lot 3 -0.25 – Exit on 0.25 pb/ re-enter at -0.50 from previous entry
lot 4 -0.50 exit 0.25 pull back (pb) - re-enter at -0.50 from previous entry
Note: If first 4 entries in and no pullback then delay lot 5 until -1.0 not -0.50
Exit on -0.50 not -0.25and re-enter on -1.0 from previous entry
lot 5 -0.50 exit 0.25pb – re-enter at -0.50 from previous entry
lot 6 -1 exit 0.50 pb – re-enter at -1.00 from previous entry
lot 7 -1 exit 0.50 pb – re-enter at -1.00 from previous entry
lot 8 -2 exit 1 pb – re-enter at -2.00 from previous entry
lot 9 -2 exit 1 pb – re-enter at -2.00 from previous entry
lot10 -3% double lots exit 2pb -– re-enter ??#

first lot exit only half at 0 trying to keep remaining till +0.25% more than 0

ok for the rest but to be sure can you precise following with an exemple?

the +0.50 reentry for the second lot after having cut i am not sure i understand you reentry formulation
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#ok for the rest but to be sure can you precise following with an exemple?
Sorry, I don't understand. Are you asking me to post an example of how these entries and exits would have been made on a previous trend move so you can be certain I have them correct?

the +0.50 reentry for the second lot after having cut i am not sure i understand you reentry formulation
When managing a position, after externalizing profit on a 0.25 pull back my understanding is that we should then wait for another 0.50 from previous entry point (ie 0.75 from last exit point) before next re-entry. This is for re-entries in the 1% zone. When exit is made on 0.50 pull back then we must wait another 1.0 from previous entry point to re-enter.#



My remark was concerning reentry only ( i wrotte can you precise following , following standed for question under, apologise for my freaking english [image: image126.png]




once you are out second lot you reenter only 0.25% under the last entry ( 0.50 under the exit and not 0.75).
when range market sometimes i even reenter same price as last enter lot



Last edited by spieler, Aug 14, 2008 4:40am 
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spieler 



spieler-

Ah... Thank you. I was thinking 0.50 from last entry was possiably allowing the price to pull away a bit to far. Much better at 0.50 from last EXIT.

Does this look correct now ?

1lot -0.25( or +0.25 of course) – Exit half at 0.00, other half close to +0.25
lot 2 -0.25 – Exit on 0.25 pb/ re-enter at -0.50 from previous exit
lot 3 -0.25 – Exit on 0.25 pb/ re-enter at -0.50 from previous exit
lot 4 -0.50 exit 0.25 pull back (pb) - re-enter at -0.50 from previous exit
Note: If first 4 entries in and no pullback then delay lot 5 until -1.0 not -0.50
Exit on -0.50 not -0.25and re-enter on -1.0 from previous exit
lot 5 -0.50 exit 0.25pb – re-enter at -0.50 from previous exit
lot 6 -1 exit 0.50 pb – re-enter at -1.00 from previous exit
lot 7 -1 exit 0.50 pb – re-enter at -1.00 from previous exit
lot 8 -2 exit 1 pb – re-enter at -2.00 from previous exit
lot 9 -2 exit 1 pb – re-enter at -2.00 from previous exit
lot10 -3% double lots exit 2pb -– No re-entry, just hold until pb
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I dont like the martingale thing owner of casinos do like them.

We close the last one with profit to add to our margin and to lighten the position.

On a general manner i saw many people buying for exemple eur/usd at 1.40, it drops they buy more at 139.50 it goes up to 139.70 then down to 139 etc ..
The add at 139.50 is loosing now as the first entry. The trader always waiting to go to 139.75 to get back even before cutting.
I dont do that ,i can add at 139.50 but will get out at 139.65 for exemple not trying to scale out at the top.
doing that i lower the entry price of the first call, i call that working a position and that is why for me entry point is not that important but working around is paramount.
i could say if it rains i am going to buy and if weather is fine i will short and have a positif system as soon as i know how to manage my following trades but that is an other story.
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it is only optional but once you give it a try you cannot do without , not in 100% of the case of course.

By the way this system can help as well a directional trader and i trained a lot of outright traders to it and they adopted it now.
Here is the way it works;
Let say you are very technical ( miss tick [image: image134.png]


) your stos are crossing your mm are fines and your bollinger bands wonderfull showing you an up coming is almost a certitude .
So you decide to take a long eur/usd then it goes down 10 pips you still are technically long but in doubt now and being in doubt is no the best when trading.
So you decide to hedge the position with a long usd/chf to relax .

after there are several options like cutting second leg as soon as euro goes up or maintening the hedge till he give a profit.

If euro goes up as soon as you enter that s fine but knowing that you can hedge to limit your loss and get a winner in almost of the case is mentaly very important and mental is everything
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System is profitable without leg think which is cherry on top of the cake.

I will not recommand to beginners in spread trading to use it before 6months of gains using the normal hedging approach indicated in this thread.

I know that if i try to explain to the majority of yours how it works they will give it more than a try , i KNOW that because it is human nature .

I would prefer that you read a tony robbins book for exemple [image: image137.png]


will be more profitable by far.

Once i will evaluate the time ready for that i will deeply explain without responsibility for the use.
I bear zero responsibility we all are adults . Euh i think so ........

Trade safe
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In case you are long EUR/USD and USD/CHF (from -0,25) cut the USD/CHF (loosing) position first. 
For short vice versa

Watch : bear in mind that you can be long both paires with a winner and winning on the usd/chf leg [image: image140.png]




evidence is not an evidence
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leg think :
Be carefull be very carefull......
That is not the way it works there is a trick to avoid a big loss in case......
patience i said is 50% of your work if no more.
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you guys have only 2 or 3 lots and you are already playing panic on board [image: image145.png]




The more you loose the more you gonna win with this system.

So far my potential lost represents 0.75% of the capital ( without taking into account that this position already gave me 80 pips profits) .

Next step waiting -0.25% under friday or sunday close or 0.50%.
I dont know yet because i have 2.5lots ( error from me i should have cut this one in profit easy ).

So everything normal so far , we cannot make only a lot and get out with average profit we need big ones sometimes and big ones start with average loss with this system.

Your attitude is normal because lack of confidence because lack of practice on the system.
That s why you have to practice 3 months demo before jumping real , You have time dont rush.
So dont try to invent new rules like waiting mm or stos or i dont know why..........

we will see if there is an other drop of 100 pips as suggered in a post, No problem having 200 pips against us ,
So far i have only 27 pips lost on the 2 last ones and more on the half position.
trade safe and have a great week end
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i just cut my position at 161.72.
we hit 161.82 was missing 8 pips but went back and am tired with this pose [image: image149.png]





This is my discretional part 

I am cash now
this trade gave me 80 pips on full lot ( 2X40) + 40 on half a lot +32 on half a lot and a loss of 18pip on half a lot.
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A good lesson : even me with big experience in spread trading i broke my rule yesterday by getting out too soon.
I would have wait the target i would have take 36 more pips.

I did that because day before we were at 75 and then get back to 161 so...


161.02 now i am flat waiting for some moove.

After one month of spread trading here we had only winners so far
100% of winners , we need to capitalise in case we have a bad serie one day.
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I forget to mention that when scaling out first lot with +40 remaining should be out at BE
so i am close to cut remaining position 

.#
Spieler, I have a general question about this system.

Yesterday I went short at 1.6178, which was my +0.25% point for that day. My +0.50% point was 1.6218, but it was not reached yesterday. So today, according to the conservative entry rules, I need to wait until 1.6238 to enter a second lot. My question is, by waiting for 1.6238 instead of 1.6218, would it not be true to say that I could miss a retrace? If I enter a second lot at 1.6218 and price goes to, say, 1.6220 and then retraces, my total position could show profit. By waiting for 1.6238, are we not missing a possible profit?#


Yes but it is less important than waitin more to get a better entry in case of a trendy market.
Conservative is paramount and missing one trade is nothing on the long term, and we all want to live in the LT
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#I trade alive and I am responsible for my account, not mr. Spieler.#

THis is really important and i am 1000% in accordance with that.

I showed a system but you need to adapt it , once perfectly understood, to be confortable with.

THis is the way i built it traded it and won with it but you can adapt it and winn more or less as soon as you use a sound mm approach
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We went through 162 very fastly so i did not cul half.

I just cut now when eur/chf hit 161.75 because slowing.
very nice one ( shorted friday when eur/cfh was 162.40)
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Just to let you know that some are not following my mm system
not a problem but more dangerous
You have to take into consideration yesterday close before entering a new lot and not your entry point
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every case is different i cannot give a generic answer.

It almost never happens that i close a position with a loss ( by position i dont mean 1 operation but a serie in the same TRADE).

It can happen sometime that i close the last lot or the 2 last ones if i get global profits by working the position and am tired to hold it.
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john ross books have nothing to see with this kind of trading.
As far as i can remember he is specialised in commodities like you said but doing calendar spreads or spreading same instrument but on 2 different places and things like that .
I dont know a book on this kind of trading but i dont know everything ( only almost [image: image166.png]


)

