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Planning a trade, part 1 



hi Ira:

This post is in response to your question re: how do I analyze the market pre-trade entry.

Price action is always considered first, MACD is used to confirm momentum and market direction. So, first I must figure out where the market I'm looking at stands in relationship to price. How do I attempt to do this? The tools that I use are:

1. Support and Resistance. 

· Where are the support and resistance levels on the daily chart? Is price near support? Is it near resistance? Note the levels so they are easy for you to reference. Use support and resistance lines. I also note the Inside top Low directly to the left of current price. 

· Inside Top Lows and Inside Bottom Highs are used to determine additional s/r levels. These are also potential TP areas when I plan my trade. The daily levels are always given the highest weight in my planning. Make sure you know where price is in relation to these levels. Never go long when price is right below resistance on the daily chart. Wait for price to close above and retrace to the price area. Go long when price retraces to the area if and only if 4 hour MACD supports a long. Short if price closes back under line and MACD gives a signal that supports the short.

The above paragraph describes the major levels I look for....but, I trade off a 4 hour chart...so most of my planning is done off the 4 hour chart (with the 1 exception being daily s & r levels...they are paramount to 4 hour levels and hold the most weight for my trades. I will always know the level and plan trades with an either/or scenario. If data conflicts (level breached but no MACD signal on 1 hour at very least), the trade is passed until entry can be confirmed. (First teir is daily levels, next teir is 4 hour levels. The only level I ever pay attention to on 1 hour chart are Phillip's MA's...they guide me for early entry.

· Support and resistance lines from 4 hour chart are next in line. Price must close above the Inside Top Low directly to the left of the chart w/MACD signal confirming momentum/direction. Stop is placed below TL , taking spread and fudge factor into consideration (If I go long based on Inside Bottom pattern, I will also consider the inside bottom Low for my stop, if I go short based on failure of an inside top low, then the inside top high is considered for the stop). Consider the relationship of price to the MA's when entering...If the IT Low is a few pips below one of the MA's, wait for price to close above the MA (I will use the 1 hour for early confirmation at this stage....especially if price is moving through the 89 on the 1 hour. (are you confused yet[image: image3.png]


 )...

Again, targets are planned using the 4 hour chart. Early entry can be made (and usually is done) from the 1 hour (only to confirm price closed above/below a threshold and MACD confirms directional move).

The next most important part of my trade style is candlestick patterns...the emotion in the market. The patterns tell me what the market may "feel" at certain price levels (and thus how the mkt may react). Pay attention to the high's and low's of the candles. Double Highs may indicate resistance and possible failure...double lows may indicate a good support. Dojis, and stars are also take notice points. Harami's too. Couple the candles w/simple S & R and basic chart patterns to anticipate the market. OK...This is a lot for 1 lesson[image: image4.png]


 .... (I'm also trying to keep an eye on G/J long and G/U long at the moment...)....

I don't use fibs....or any other indicator other than the MACD that Phillip taught us (I love his system, and the way price behaves at the MA's). I plan to enter w/breaks and close at specific s & r levels. When they are confirmed by the MACD, I enter. That's it in a nutshell.

Trades are also entered by anticipating movements away from the MA's...that is where the 1 hour comes into play....we'll save that for another day, eh?[image: image5.png]


 

Hope this is helpful....Let me know if you have any questions

Pips


