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FOREX and Futures Risk Disclaimer

Trading in the off exchange retail foreign currency market or futures markets is one of
the riskiest forms of investments available in the financial markets and suitable for
sophisticated individuals and institutions. The possibility exists that you could sustain a
substantial loss of funds and therefore you should not invest money that you cannot
afford to lose. Nothing in this presentation is a recommendation to buy or sell
currencies or futures and Timothy Morge is not liable for any loss or damage, including
without limitation, any loss of profit, which may arise directly or indirectly from the use of
Timothy Morge’s tools or reliance on such information.

Results

Past performance does not guarantee future results.

This is one persons experience, your experience may differ.

Results are not guaranteed, individual experiences may vary.

Market Volatility

In volatile market conditions, substantial losses may occur.

In volatile market conditions, orders may not be filled as placed.

Leverage

The leveraged nature of FX trading and Futures trading means that any market
movement will have an equally proportional effect on your deposited funds. This may
work against you as well as for you. The possibility exists that you could sustain a total
loss of initial margin funds and be required to deposit additional funds to maintain your
position. If you fail to meet any margin call within the time prescribed, your position will
be liquidated and you will be responsible for any resulting losses.



This webcast is dedicated to my two early mentors: Dr. Alan
Andrews, a great market researcher that applied Newtonian
Physics Iin the 1920’s to develop the Median Line, one of the
only true leading indicators available to traders; and Amos
Hostetter, a master of risk reward and money management and
IN my opinion, the best ‘Campaign Trader’ in the last 300 years.



Understanding the Language of Price:
A Study of the Weekly Comex Gold Futures Contract
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This is a Weekly Comex Gold chart
from 2005 until the Spring of 2008
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Ill Simple Line of Force

Just drawing a Line of Force
through the price action shows
us that Price is in an Up Trend.
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Price can rise vertically, but it burns its potential energy
quite quickly, so we know vertical moves are not sustainable.
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Price made new highs and then pulled back, testing the blue Multi-Pivot Line. This line
acted as support and the next swing should have produced a Higher High. When it left a
Lower High and then broke below the blue Multi-Pivot Line, it gave us a Swing Failure.
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Now Price is starting to form some interesting structure. But this is where many
traders getin trouble: They try to predict when a market turn has or will occurr.
Although markets fluctuate, objects in motion tend to say in motion. Let's take some
of the noise off this chart and try to identify where we may find buyers and sellers.
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Price fails to make a new Swing High and then makes a
Swing Failure when it breaks through the tested Multi-
Pivot Line with a Wide Range Bar that closes on its Low.

? Price failed to make a new
Swing High. Has the trend changed?
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| took the 'noise’ out of this
chart by removing the price bars.
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Price made new highs and then pulled back, testing the blue Multi-Pivot Line. This line
acted as support and the next swing should have produced a Higher High. When it left a
Lower High and then broke below the blue Multi-Pivot Line, it gave us a Swing Failure.
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Now we have some mature Market Structure. | marked the extremes of
the Market Structure and we’ll try to use them to draw a Median Line.
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Pivot C

A Median Line beginning with a Swing High generally results in a
down sloping Median Line. Market Structure should dictate the

Pivots and if we use the significant Pivots, an up sloping Median
Line setis generated. This tells us how strong this Up Trend is!
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We can add a smaller Median Line
set to help describe the Path of Price.

Wide Range Qutside Bar
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I often attracted to these areas - and they are often the "decision points' in a move.
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Let's take the 'noise of the Bars' off this chart!

Multi-Pivot Line

Has any real damage been done
to the Up Trend at this point?
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Let's think about the possibilities... 4’*‘

I Gorgeous
I Energy Point!
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| II IF Price trades back a bit lower, would you consider a
'| I Long position with a tight stop below the earlier poke?
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Price climbs up and out of the red down sloping
Median Line set and resumes the Up Trend.
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Price ran out of down side directional energy where it should -
Il at the Energy Point - and that was a logical place to attempt a
|| long position with an Initial Stop Loss below the recent poke.
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Price breaks above the two
prior Swing Highs, confirming
it has resumed its Up Trend.
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Price has now formed 'mature’ Market Structure. 1066.0
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Price has now formed 'mature’ Market Structure.
Let's try to draw an upsloping Median Line set and
see if it has described the Probable Path of Price.
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Let's use the structure

higher for our "A’ Pivot

IlIII that spawned the move
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Can we draw a general conclusion about Point
of Ignitions and the behavior of Price after a POI?
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should act as support
if this is a strong trend
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Can you see the small a-b-c Pullbacks | marked in
each time price ran up to an extreme? Can we use
them to help us find the Probable Path of Price?
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sliding Parallel is a logical place | 5775
for price to find support - right | 864.0
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By paying attention to small details, the Probable Path
of Price can sometimes be fine tuned. Here, | project
forward a Sliding Parallel that has been tested. | see
that the minor matching the a-b-c pullbacks connect
to this Sliding Parallel at their areas of termination.

Sliding Parallel

Pivot B

4—— Wide Range Qutside Bar

Multi-Pivot Line

Energy Point e
Pivot A Test and ReTest oy
621.0

607.5
Mar Apr May Jun Jul Aug Sep Oct  Mov Dec %ar&s Feb Mar  Apr May Jun Jul  Aug Sep  Oct Nov  Dec %ar&g Feb Mar Apr May Jun Jul Aug Sep Oct Nov  Dec %aqn Feb Mar  Apr May Jun  Jul Aug Sep ..I
+E5)




Each time you consider a trade, you have to Frame Your Trade.
Where are you willing to enter a trade, what is your initial Stop Loss
and what is a relalistic Profit Target? From these three pieces of
information, you will know if the initial risk is acceptable and
whether the Risk Reward Ratio is high enough to take the trade. |
personally do not take trades with Risk Rewards under three to one.

Pivot B

Multi-Pivot Line

Pivot C

'Ilhlﬂnmllllﬂ“lll"w‘l_ Point of ignition

Pivot A

Initial Profit Target (1235.00)

Buy at Sliding Parallel (1045.00)
Tight Stop Loss ($25)

/Generous Stop Loss ($65)

Risk Reward Ratio using
Tight Stop Loss: 7.6 to 1

Risk Reward Ratio using
Generous Stop Loss: 2.9 to 1

Even though there is a potential $190 profit per contract in this
trade set up, | have to consider the initial risk versus the potential
profit. The tight stop loss gives me a robust risk reward ratio but
the generous stop loss gives me a risk reward ratio below three
to one, which is not acceptable under my own trading rules.
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If you are patient, a tested line will often give you multiple entry

opportunities - Only you can decide whether one is right for you. 13695
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There are multiple potential entry opportunities available 1425
here. Do any of them offer you an initial risk you are willing to o
take, as well as an acceptable Risk Reward Ratio? Slow down §93.0

} ll III" [, € Fointefignition Pivot © and plan the trade and only take the trades that fit your style! 6765
1 ||||
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We talked about several trade entry possibilities. Fourth Profit Target /
But don't forget that many trades offer you multiple Third Profit Target
choices for profit targets as well. How you frame
your trade determines your success and profits!

The Undershoot | used

for the Sliding Parallel
spawns this Overshoot \

Second Profit Target

First Profit Target I||II|I

Energy Coil ||I | III Il ll Ill

II
||||I'"I|n gt
I |||'II|I il Iy

Pivot B

I | i IHI
)
| | ||
L A
T
I I | Undershoot If you look carefully, you could have taken any of the entries shown
Hll earlier and simply hid your profit stop under each new Swing Low,
,I' LH where buyers showed up, and rode your position to the Overshoot
l.l,.l""l& Point of Ignition Pivot & Profit Target without ever being in danger of being stopped out.
Pivot A

Point of Ignition /

1960.0
1932.0
19040

18760

1848.0
1820.0
1792.0
1764.0
1736.0
1708.0
1680.0
1652.0
16240
1596.0
1568.0
15400
1512.0
1484.0
1456.0
14280
1400.0
13720
1344.0
1316.0
12880
12600
1232.0
1204.0
1176.0
11480
11200
1092.0
1064.0
1036.0
1008.0
980.0
952.0
9240
896.0
866.0
840.0
812.0
7840
756.0
728.0
700.0
672.0
644.0
616.0
586.0

Jul Aug Sep Oct Nov Dec %%BEFeb Mar Apr May Jun Jul Aug Sep Oct Mov Dec %%T]Q Feb Mar Apr May Jun Jul  Aug Sep Oct MNov Dec %%nm Feb Mar Apr  MayJun Jul  Aug Sep Oct MNov Dec %aqfeb Mar Apr  MayJun Jul  Aug Sep Oct Mov Dec %aq;eb Mar Apr May Jun

[ L]
+E5




1274,
000000

Let's start with a blank chart again... || |||| 12489
| II Il 1218.0

000000

000000
000000

000000

b |
'“Ild |||||||l|||'|||I| ||| |“ ||'| |||||||||||I|
||I| I ||| ||l
i

|II'II||""“"I'III'II'“"I"

616.0

602.0

Feb Mar Apr May Jun Jul Aug Sep Oct Mov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul  Aug Sep Oct MNov Dec Jan  Feb Mar Apr  May Jun Jul  Aug Sep Oct MNov Dec Jan Feb Mar Apr [ ] ]
2007 2008 2009 2010 2011 +E5|




Let's mark out the Swing Highs and Lows
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Pl " e
f g i
il l|'|||

Line of Force

i

|
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Price is making Lower
Swing Highs and Lows.
Price is trending Lower

Line of Force

Price is making Higher
Swing Highs and Lows.
Price is trending Higher
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Remove the bars to help filter out the noise Major Swing High

and see the true Major Swing Highs and Lows

Major Swing High

These are inside
minor swings

Breaks Swing High

Multi-Pivot
Balance Line

These are inside
minor swings

Major SV\;ing Low
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Let's take the same chart and add some
different sign posts. We are building
a map and sometimes the little things

make our Market Map come to life.

PO - P4 Trend
Test Line

Price went near vertical v
here after breaking above

the t f the E Coil.
e top of the Energy Coi Note the

volatility
increase!

Multi-Pivot
Balance Line

|
Illll

|||'

.P4

)

Small a-b-c pullbacks in an Up Trend.

Change in
Behavior

LT
IIIIl“ll IIII IIII“I Il"ll“' |I III ¢—— Point of Ignition

Price found support at
the Multi-Pivot Line

This is the Line of Force
once the PO to P4 Line
was broken. Note price
came back and tried to
test the line from above.

‘e, Dr. Anderson's Loose Count Trend Test projects
'-.. a line from Pivot 0 through Pivot 4. Once Pivot 4
has formed, a solid violation of the PO to P4 line
suggests that trend has probably ended.
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Which Pivots do we use to
draw a Median Line set from?

here after breaking above
the top of the Energy Coil.

'R
price went near vrtal |‘|||| |||||| || |||||||

||||||l|' |'|'

Muiti-Pivot |III

Balance Line i

|
|||||""

Change in
Behavior
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Price found support at

Ill ll II Illllll-r[“hllﬂﬂ'llnll' 4———— Point of Ignition
H T

the Multi-Pivot Line

i
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IF we are able to draw a Median Line set that
gives us the Probable Path of Price, what do
we do with it? Can we use it to read the
market? Can we use it to execute a trade?
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IF we are able to draw a Median Line set that ;;32

Price found support at gives us the Probable Path of Price, what do 6850
the Multi-Pivot Line :

I ITm I Il"l/‘ we do with it? Can we use it to read the 6720
II Il[“ I'l "II' ! Point ofignition market? Can we use it to execute a trade? 680

Which Pivots do we use to
draw a Median Line set from?

Change in
Behavior

the top of the Energy Coil.

R

Note the
volatility
increase!
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Dr. Andrews stated and statistics show us that price reaches the
Median Line 80 percent of the time. Price has met the Median Line
Line twice and keeps stair stepping higher within the Median Line set.

the top of the Energy Coil.

R

Note the
volatility
increase!

Balance Line

Muiti-Pivot II
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1218.0
1204.0
1190.0
1176.0
1162.0
1148.0
1134.0
1120.0
1106.0)
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1050.0
1036.0
1022.0
1008.0
994.0
This Sliding Parallel gives 980.0

us the Frequency of Price. 966.0
952.0

938.0
924.0
910.0
896.0
832.0
868.0
854.0
840.0
826.0
812.0
Sliding Parallel 798.0
784.0
770.0
756.0
742.0
728.0

IF we are able to draw a Median Line set that 714.0

Price found rt at P . 700.0
:';::M"u”“ri'_;v”optpl_‘i’n: gives us the Probable Path of Price, what do 6850
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II | I Il" i 1 - - we do with it? Can we use it to read the 6720
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This is a wonderful example of the Frequency of Price.

the top of the Energy Coil.
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Note the
volatility
increase!

Balance Line

Muiti-Pivot II
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1458.0
14400
14220
1404.0
1386.0
13680
1350.0
1332.0
1314.0
1296.0
1278.0
12600
1242.0
1224.0
1206.0
1188.0
1170.0
1162.0
1134.0
1116.0
10980
1080.0
1062.0
10440
1026.0

This Sliding Parallel gives 19::900300

us the Frequency of Price. 972.0
954.0
936.0
918.0
900.0
882.0
864.0
846.0
828.0
810.0
792.0
774.0
756.0
738.0

Price found support at We are stalking the area for the next ;ﬁgg

I ll II ll" the Multi-Pivot Line long: Where Price and Space meet. 8840

666.0
I ol 'I“[I' |' ¢—— Point of Ignition 6650
630.0
612.0
£94.0

Price is in an Up Trend. We have a Median Line set showing
us the Probable Path of Price. We found a Sliding Parallel
with the Frequency of Price. What is our job now as traders?
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1640.5
1621.0
16015
11482.0
1462.5
1443.0
14235
1404.0
1384.5
1365.0
L= ~ 1345.5
1326.0
1306.5
1287.0
12675
12430
12285
1209.0
1189.5
1170.0
Price is too strong this time to reach the 11505
Sliding Parallel. This is a sign that Price may 1131.0
be picking up speed - and may finally break s

and trade through the up sloping Median Line. :g?ﬁg

1053.0
10335
1014.0
994 5
975.0
9555
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- e 663.0
¢ Point of Ignition 6435
624.0
604.5
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The Sliding Parallel has given us many
opportunities to get long this market.
Will it give us an opportunity this time?

Energy Point

This Sliding Parallel gives
us the Frequency of Price.




Price spikes higher, finally going higher
vertically. It's just about to test the Upper
Parallel - How long can it keep up this Pace?

T}
“hﬂrm’llnw<._ Point of Ignition

/

This is a vertical
rally, unlikely to last.

| L~

/

Wide Range Bar }
—_—

This is a moderate sustainable rally.
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Price was unable to trade low enough to fully test the
Lower Parallel. This is a sign of the strength of this
market. We can use a measure of that undershoot to
project an area of upside resistance, the Overshoot.

Wide Range Bar
_—

Overshoot

Undershoot

1890.0
1863.0
1836.0
1809.0
1782.0
1755.0
17280
1701.0
1674.0
1647.0
1620.0
15930
1566.0
1539.0
1612.0
14850
14580
1431.0
1404.0
1377.0
1350.0
13230
1296.0
1269.0
12420
12150
1188.0
1161.0
1134.0
1107.0
1080.0
1063.0
1026.0
999.0
9720
945.0
918.0
8910
864.0
837.0
810.0
783.0
756.0
7290
702.0
675.0
6480
6210
594.0
567.0

MmdJ J A SONDJIJF MAMJJIJA SO NDJIJ FMAMJI I ASO NDJI FMAMI I ASO NDJFMAMII AS OND JFMAMI
2008 2009 2010 2011 2012

JA S O0ONDUJFM
2013

[ L]
+E5




2001.0,
1972.0
19430
1914.0
1885.0
1856.0
1827.0
1798.0
1769.0
1740.0
1711.0
1682.0
1653.0
1624.0
1595.0
1566.0
1637.0
1508.0
1479.0
14500
14210
1392.0
1363.0
1334.0
13050
1276.0
1247.0
1218.0
1189.0
1160.0
11310
1102.0
1073.0
10440
1015.0

986.0

957.0

9280

899.0

870.0

841.0

812.0

7830

7540

725.0

696.0

667.0

638.0

609.0

580.0

Gold has had a wonderful run higher. We take profits on our long positions

. . . against up sloping lines. We do not use Up ——p
Is it over for now? We'll let Price tell us. sloping lines to nitiate short positions.

Qvershoot

Undershoot
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Gold has had a wonderful run higher. Price tests the

Is it over for now? We'll let Price tell us. Overshoot area >

Overshoot

Undershoot
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Thank You for taking the time to attend this session. Questions?

"Master your tools, master yourself.”
®Timothy Morge

www.marketgeometry.com www.medianline.com
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