This is  Ian's presentation there are 5 charts , plus  2 previously written documents that have been edited in here after the charts:
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That is the Question!
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Butitisn't as simple to take advantage of them as it may seem in hindsight! 121000

‘ There are some huge moves on this 1 Day chart of the most traded currency pair. 12400
' \ \ . At some times price ranges back and forth, at others is drunkenly staggers in a
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o] The enemy of the average Retail Trader is the big Institutional Trader - not the Market Maker.
o} This chart shows why. Itis a 4 hr chart of EurlUsd.
| 121000
The Market Maker is only trying to make the Bid/Ask spread on as much volume of trades as possible. They HAVE to take the "other
side’ on (almost) all the trades made by the other types of market participants. This means they LOVE Ranges and HATE trends, but
they are COMPLETELY PASSIVE - so they can'tinitiate any price moves! All the big moves are caused by other institutional traders. | '2%°

The big Institutions agree with the retail trader that the E/U is too low, but they have 2 problems:-
1. They were probably Short before that huge drop - so they need to exit their shorts at a profit before they can go Long.
2. Because they have large account, they need to get large sized trades on and if they just put a 1,000 order into the market | *1%0

= Let's assume that after that huge fast drop highlighted in Orange, a retail trader thinks that the EIU is way OverSold. Itis also coming
~ | into a prior support level. So they Buy it. - But where do they buy? Price makes 2 lower Lows as well as several higher highs! 12000
I H l In fact even for a retail swing trader with a large Stop Loss, there is a period from 15th June to 28th June where they could
| § have had many losing trades even though they called the trend change correctly! -
l J

M /

E | i " no matter if it was a Market Order or a visible Limit Order price would run away and so they would be 'slipped" or front-run!
il | Their solution to this is that they "distribute’ and then "accumulatg,” over a long period of time, causing the Compressions | ;1gs00
and the final major down swing shown in the
green circle.
That s them getting all the size they want for the L1a000
Long swing! ‘
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‘So what does the average Retail trader do?

Well they try to judge when the major turn in trand will happen (using useless indicators). And for they get in when price starts to
rebound (i.e. late) and either gets stopped out or has a large Stop Loss and hopes it won't get hit!

The problem is that they CANNOT know before the Price has already rocketed upwards, if the Institutions have got enough size on or if
they will be 'capping the move' and making traders think that the trend is still down s as to get some more accumulation at cheaper
prices!

Even if the Retail trader does get in at a half.way decent price, they now still face the same problem:
Is this going to be 'the'l 'a major move, or is it going to fizzle out due to Institutions wanting to accumulate even more?
Unless the retail trader can answer this question, it is impossible for the trader to know the best point at which to exit the trade.

So despite the potential of over 200pips shown on a Buy from the bottom, itis
impossible to maximise profit using a single 1 unit trade.
Indeed many retail traders may have got Stopped Out on their first few attempts and
then given up. ‘||I
Alternatively, a trader keen on using ‘psychological' levels would “M
have homed in on the 1.1500 level. So how to structure the trade? x
ht want to take a Buy at the level tself.
ht want to front-run the level. '1 i
ht expect the institutions to push price through the level so ) \ " MY ' .‘ I
I ||'|‘

as to take the other side of all the Stops (Sell at Market) orders that
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OK, 50 how do | as a retail trader take a decent profit out of these moves without getting my account crushed?
By trading more like an institution, that's how. They don't make a single entry and a single exit they CAN'T!

By always entering a trade with multiple units | can take any quick profit offered, set my Stop Loss to Break Even or
Break Even +1 on the remainder and feel good and comfortable in a no-lose situation!

Before | made this rather obvious adjustment to my trade management, | would have big Targets and big Stop Losses
and guess which one got hit the most!

What was my reaction to getting Stopped Out of a trade? Naturally it tended to be to increas my Stop Loss and reduce
my Target. - How did that work out? Well it meant that although my target was reached more often it still was not
enough to compensate for the much bigger losses | was taking.

Atthat time, like most retail traders not only was | almost exclusively using (lagging) indicators, but | was almost
entirely focussed on getting a better entry. But that just is NOT POSSIBLE WITH A LAGGING INDICATOR !

Now if a trade moves in the anticipated direction straight away, | take a profit, lock in at least Break Even on the rest,
then breathe easy aiming for Profit Target 2 (and even Profit Target 3) but alert for signs that it will reverse - in which
case | am flexible enough to take some more profit and/or to tighten my Stop Loss which by now is a Stop Profit!

On Fade trades like | have been discussing, | use a multi-unit, multi-level entry method. This means that | don’t have
the dilema od whether to enter just before a level (so as not to get front-run), or to enter beyond a level (in case
institutions are hunting liquidity because they need more size. - just do BOTH entries assuming that my first one
doesn't just take-off_| get a second entry at a BETTER PRICE! This mean that even if price only rebounds to close to

l the first entry | am still in profit overall
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o] Iam a human, not a team at an institution, so | can't trade 24x5.5

o}
But because | don't need to get large size on my trades, | can
enter (and exit) almost anywhere price goes. This is my big (my
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This prior swing high is a reasonable
place to || take some more profitAnd the 1.1600 level is
just 2 pips higher. So either way take more profit around
here ! So around another +30 pips locked in.

Normally with an aggregate 11 pip stop, | would like to
ke my first profit at +10pips, but price has a few trys at
getting higher here, so | would exit my first 3 (& possibly 1
of the 2nd entry) plus move SL to BE = 1.1568. So at least
a9 pip profitlocked in.

3 entries that | could take (from around 1.1576 to 1.1566),

since itis only a 10 pip difference, | would only use 2 entry
levels. Lets say | went long 3 units at 1.1577 (after spread)
and then added between 3 and 6 units at 1.1568 (after spread)
Then my average price is between 1.1571 & 1.15725 - nota

{ bad entry price!
With an emergency Stop Loss at 1.1560 my initial risk is 41
pips on the 1st entry and between 24 amd 48 pips on the 2nd

entry atjust one level
onany of these 3
except the last one,
they would have been
‘underwater' for a
while. Perhaps on the
1st at around 1.1583 or

igher they might have
got stopped out.

Where would they Possible entries,
exit? +10 pips,orhold  buttoo late in
for prior swing high the day for me. This MUST be a reasonably small % of my account! And all
and take a scratch ora possible entry levels must be pre-planned before the 1stis
Stop out? entered!
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Multi-Unit Trading – really Institutional style trade management.

<Public Version>
Every trade should start out as a Scalp. That is because with our limited sized account we can’t afford to accumulate positions over hours, days or weeks like the big institutions. Of course (if we get a perfect entry), we don’t need to accumulate at all – the existing Liquidity is usually enough for our needs. But it is the Institutions who move the market, so it won’t go far and indeed will keep compressing back (even with Value strongly in favour of a move), until the bigger institutions involved in this trade have completed their accumulation. Thus the retail task of us getting the perfect entry is a gamble. We may know the direction of the next big move, we can even guess at the level from which it will go, but we can never know for certain when it will go until it is already well on its way. This is why the Spring Trade is so much safer the extreme Edge Fade.

A means of addressing this problem, is multi-unit trading. My own view is that if instead of trading 1 single standard Spot FX major lot (worth $10 per pip) you trade 3 units of 3 mini-lots each (worth $9) per pip so risking pretty much the same % of the account per trade you are at least 5 times more likely to succeed and more likely to make more money! And this is just with a single entry and a 3 target exit strategy. Multi-entry in addition to Multi-exit is even better.

Note: For Scalping, Wobbles and Squeezes using Multi-Entry levels is not appropriate – though using Multi-Profit-Take levels is still good or even essential !
Many people say that they don’t have a big enough account to trade multi-unit. This is hard to believe now that micro and nano lots are supported by some Spot FX Brokers.

In order to trade a minimum  3-unit, 3 entry level, 3 target  trade management system you only need a $10K standard Lot account, a $1K mini-Lot account or a $100 nano-Lot account. And if you don’t have $100 then you should not be trading! 
In my own trading I nearly always trade at least a 3 unit, 3 entry level, 3 target level trade management system (or a 4 or a 5) because it reduces the stress so much.

So let’s look at a 3x 3x 3 system for a trader with an average entry accuracy of around 10 pips on the SpotFX.  I consider it as almost suicidal to have a Stop Loss of less than 10 pips on the Spot FX, partly because you can’t use Volume and Order Flow so accurately as in the Futures, partly because of the thinness of the Spot FX market (making the Stop Runs larger) and partly because the Broker (or his liquidity provider(s) have the ability to basically adjust price a pip or 2 higher or lower, or to widen the spread. 
 

 
So if we were trading the same sized account with a 1% risk per trade:

For comparisons sake we would need a minimum of a $1K account to be able to trade 1 standard Lot. What would be the lot size required in order to be able to trade the following minimum 3 x 3 x 3 system:

Entry at    Number of Units     B/E level
     0           3                             0

- 5 pips      6                             -3 pips

-10 pips    12                            -7 pips

Stop Loss at -15 pips from initial entry for all entries.

Thus the Max Stop out is 90 pips versus the 10pips for the 1 standard All-in, All-out system.

This means we would need to trade in Mini-lots to trade this 3 x 3 x 3 system.

Because in this example we are using a 15pips as a Stop Loss, taking an initial profit at +10 pips and moving the SL on the remainder to BreakEven +1 makes sense. Meaning that we at least cover any spread/commission to make the remainder of the trade completely risk free at that point. Personally I tend to take the first profit even earlier than that because my entry isn’t too accurate, I also may use more levels and a bigger Stop Loss depending upon the trade type and the volatility of the market.

In general on a normal day most majors do 1 or 2 swings of between 50 and 100pips.So let’s plan for a 75pip Swing which means that halfway to the ultimate Target is at roughly +37pips with the Final Exit at 74pips (say). 

So on the 1 x 1 x 1 system, where do you exit? You have a 10 pip SL, so do you exit at +10, or do you stay in and just move your SL to BE +1 at the +10 point, or do you hang tough and exit at +37, or try to wring every last pip out of it by only exiting at +75? 

The stress involved in having a +ve trade which turns –ve is huge. 

The frustration involved in taking a very early profit and then seeing your trade hit the Measured Move is immense. 

People swing from one of the about TP strategies to another and another and back to the first etc. Then what about scratching the trade is value starts moving against you before you have a decent cushion of profit? Do you scratch and miss a potential winning trade, do you let it go slightly negative before bailing, or do you stick it out and potentially take a full Stop Out? Oh all these decisions and whatever you decide is almost certain to be sub-optimal in hindsight!
 

 

 
But on the 3 x 3 x 3 system:

A). A normal sized Stop Run is not going to trigger your SL, in fact it just means you get your average entry at a much better price.

B). You get some good chances to scratch for a small profit.

C). If the trade goes only to the mid point 100 level, you still make good profit on 2 or on 6 or on 14 of your units (depending as to how good an average price you got).

D). If it goes all the way to the measured move 200 level then you make either 
   i. 10+37+74 (= 121)pips   or 1.2% on a MAX RISK of 1%
   ii. 10+37+74 plus 2x15 +2x42 + 2x79 ( = 272+121 = 393) pips  or 3.9% on a MAX RISK of 1%
  iii. 121 + 272 + 4x20 + 4x47 + 4x84 (= 393 +604 = 997) or 9.9% on a MAX RISK of 1%

How could you possibly be unhappy with one of those results, all planned in advance with no stress of making the wrong decision.
 
Note that the above is just an example and does not include Spread or Commission.

Take the idea and see how you might use it (probably with different levels, units etc.) best in your own style of trading. Test it manually on past trades first, then in Demo/ Sim.
 
Adding Active Trade Management
 
Now that we have a framework, we need to add active trade management to out tool bag. If all you needed was the 3x 3x 3. Then Ray would teach a whole course in less than a day – LOL!

There are 2 valid (and 1 just plain wrong) schools of thought on Stop Loss Placement. 

The one that is wrong (for retail) is that you don’t need a hard Stop Loss. Do I need to explain why? - Say there is a big Geopolitical risk event and/or either your PC crashes, or your internet goes down and your Brokers Helpdesk don’t answer phonecalls ! Even without all of those things happening, just a single one might be enough to make you wish you had a hard Stop Loss in place. Because even if you are experienced enough to know that there is almost always a dead-cat bounce, you are also experienced enough to know that you will be margined out at the worst possible level!
 
The common thought is that you set a fairly tight SL and if a trade goes against you, you just sit there like a rabbit in the headlights and watch it take you out! Not if you are a ‘Value’ trader you don’t. If value is still in your favour, you will want to stay in the trade, because price entries are getting better and better. But if Value has turned against you then you want to get out even if it hasn’t yet reached your Stop Loss – why lose more when it starts to look inevitable?
 

 

 
So both Ray and ‘The MAX’ teach that you need an Emergency Stop Loss, which should hardly ever be hit. One of your tasks as a trader is to periodically (even frequently) re-evaluate your trade to see how things are going, not just P/L but also Value, Time of Day and other factors. This is where the idea of a ‘mental Stop Loss’ is actually valid, but only in addition to the Emergency Stop Loss.
 
Naturally, the factors that may influence your ‘mental Stop Loss’ placement, will also influence the probability of reaching your Profit-Take levels. So you must use the same evaluation to decide whether to take a little more profit off at this point, or even to use some of the paper profit on the trade in order to add to your position size. Either exiting or entering a few more units - but don’t ever allow this to make a profitable trade into a loss making one.
 
OK, so when you put all the above together then you have Ray’s retail version of an Institutional Trade Management system.
Realistic Account Compounding (it is for Ray’s students) 
Einstein reportedly called compound interest the 8th wonder of the world.
 
I get really fed up with retail educators posting unrealistic spreadsheets showing how theoretically you could trade an account from $100 to $100K in less than 1 year using their system.
 
I also get infuriated by people saying that it is impossible to make a fantastic annual profit, or grow an account more than 100% in less than 1year. 
 
The truth is that with the right institutional style methods, the sky is the limit. And if you get really good and can devote enough time to trading, then we are talking about the Solar System being the limit – we don’t call one of the trades Ray teaches ‘the Moonshot’ for nothing !
 
All I will cover here is the actual  account compounding side of things. I base my examples upon my document above called ‘Institutional Style Trade Management for retail traders’. The simple fact is that the more frequently you can compound your profits the better. A savings account with a compound interest rate of 0.5% per month is better than one with a rate of 6% per year. In fact 0.5% compounded monthly is 6.17% per year.
 
The bigger the compounding rate and the bigger the number of times it is compounded, the bigger the effect.
 
So it is more effective to trade an account with a smaller minimum lot size rather than one with the largest minimum Lot size that you can afford, all other things such as spreads and Liquidity being equal. You can’t compound a Micro Lot or Nano Lot account indefinitely however because your Broker will probably have a limit to how many you micro/nano lots can trade, which is a sort of Liquidity problem. So when you hit that problem you just go up to the next biggest size and so each new single Lot is now 10 times bigger than before.
 
Here are pictures of a comparison of 2 accounts each compounding and each making 1% per day. Now for a student of Ray who is trading 4 to 6 hours per day  1% per day is very achievable. Quite a few students (trading full-time) can manage 2% to 3% most days with occasional days in the 5% to 10% or more range.
First a $10,000 account trading Full sized Lots. At a 3% max risk this can only trade 3 lots.

[image: image6.png]10000 Starting Balance $10000. Trading full lots with a Max risk of 3% and a 10 pip SL you can only trade a maximum of 3 lots.
10300 You could trade Multi-Exit but not also Multi Entry ( | consider Multi-Exit more important than Multi-Entry).

10600 Assuming that you can make 1% per day (quite difficult without Multi-Entry) with 1 losing day of 1%, you make 3% per week.
10900

11200

11500 You need to add 33.34% =$3,334 to the account (12 weeks) before you can trade 1 extra Lot

11900 So you are not really compounding your account at all |

12200

12500

12800

13100

13400

13800 Now you can trade 4 lots in week 12

14200 but you are only making an extra $100 per week!

14600 And you need an extra $3334 before you can add 1 more lot, and that stil
15000

15000

15400

15800

16200

16600

17000 Now at last you can trade 5 lots in week 22, but need more weeks before you can trade 2 levels of entry.
17500

18000

18500

19000

19500

20000 You have doubled your account in 28 weeks and are able to trade with 2 entry levels next week !

isn't enough to trade 2 level of Entry !




Now if we consider a $1,000 account trading Mini-Lots the compounding would be the same, it would only be able to trade 3 mini Lots and all the other figures would be 1/10th of the size.

Or if we consider a $10,000 account trading  Mini-Lots then the compounding would be the same as for a $1,000 account trading Micro-Lots except the account profits and equity would be 10 times bigger.

$1,000 account trading Micro-Lots:

[image: image7.png]Week 0 1000 Starting Balance $1000. Trading Micro-lots with a Max risk of 3% and aggregate 16 pip SL you can trade a maximum of 20 lots.

1030 You could trade multi-exit with 3 levels of multi-entry using (say) a 3 then 6 then 11 unit plan each entry level having a stop of 10 pips below the 3rd entry level
1060 Assuming that you can make 1% per day (ot so difficult with Multi-Entry as well as Multi-Exit) with 1 losing day of 1%, you make 3% per week.

1091 You need to make $33.4 50 you can add 1 extra Micro Lot to the 3rd Entry level, or $50 on aggregate - so lets use that. Meaning this week we traded 21.
1122

1155 This week we added 1 aggregate Micro Lot - so now trading 22 Micro-Lots and really starting to compound
1189 This week we added 1 aggregate Micro Lot - so now trading 23 Micro-Lots

1223

1257 Again we added 1 Micro Lot , so now we are compounding more than every 2 weeks!

1296 1 More Micro-Lot added , so now trading 25 of them

10 1334

11 1373 1 More Micro-Lot added , so now trading 26 of them

12 1413 1 More Micro-Lot added , so now trading 27 of them

13 1455 1 More Micro-Lot added , so now trading 28 of them

14 1498 1 more Micro-Lot added now trading 29 of them

15 1541

16 1586 1 more added, now trading 30 of them

17 1632 1 more added, now trading 31 of them

18 1650 1 more added, now trading 32 of them

19 1699 1 more added, now trading 33 of them

20 1748

21 1799 1more added, now trading 34 of them

22 1851 1more added, now trading 35 of them

23 1906 2 more added this week, now trading 37 of them. Now compounding ever week!

24 1963 1 more added, now trading 38 of them

25 2021 1more added, now trading 39 of them. You have doubled your money 2 weeks earlier than by trading in Mi
26 2081 1more added, now trading 40 of them.

27 2142 1more added, now trading 41 of them.
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