Right, I’m getting a lot of questions and private messages around the break out trade that we did yesterday.  But especially around the British Pound one, so I’m going to try to analyse the correct way to have traded the British Pound.  I took the Euro/Usd, but let’s look at the main chart there, you see there’s a circle “A” and a circle “B”.  “A” was a break out to the south, and if you look at that 1HR inset, you can see that even the 1HR candle came down a long way, so it was difficult to get into that trade, the break out trade.  If you took it you’d have a lot of pips in the bag, but to wait for the 4HR’s, nothing really happened, except it gave sort of a TC, but with a LONG tail.  You can see there that I’ve circle there that TC on the MACD on the bottom.  Where that vertical line extending upwards to the tail of that candle.  

So that in itself was a warning signals, but what happened as you can see it pulled back on the 1HR, in the 1HR inset,  to the 200SMA on the 1HR.  Although while I’m doing a breakout trade, I don’t really look at the MA’s on the 1HR.  Then where I got that circle and the red arrow coming down, that’s where trade normally would have been done.  With that red little candle.  I like it a little bit more, a larger one than that, it’s a bit small that one, but let’s say you took it.  Because I did the same thing on the Euro, I assumed this is a true breakout because the position of the where the price was.  Very high oversold was the dollar, so I really took the odds on that it was the turning point.  It didn’t happen, so I lost some pips there.  But then they turned it around, if you look at that long tail on the 4HRs.    Then the next green candle, and then the very large bullish candle going through the top resistance and it closed above that resistance line.  So for me to trade a break out trade, I’m waiting for a pullback.  So in this case, the 4HR gave a very nice pull back to the break out level and then a move away.  Now the question was raised that the MACD didn’t give a signal, you’re absolutely right in that there was not a single red bar on the MACD, and that indicates that there is no TC signal on the MACD, but when I do breakout trades the MACD is not really that important, I’m looking at the price action.  Because price if it goes through normally pulls back to the breakout level and then it moves away.  So I’m looking for the start moving away, that bar, the pull back and then the moving away.  The 4HR’s on the British Pound beautifully pulled back to the break out level and then it starts moving away.

If you look at the 1HR inset, you’ll see 2 circles there, you could have entered on both of them.  The left was early one, but if you look at the 2nd circle, that was the perfect place to get it, because it was confirmed by the 100%, and there is a TC there on the MACD (the 1HR MACD) I have inserted it there.  So that was the place really to get into the trade.  That’s the way I like to do.  I’m waiting for a pull back to the breakout level.  Now it can happen in one 4HR, or it can happen in 4 – 4HR’s like we just experienced in that circle “B”.  If fact there were two down candles and two up before it was really confirmed to get into it.  Now I know that there was some news, some interest rate news, but I have found that the British Pound is very true in since that the market moves  in line with the news that’s going to come out.  I wouldn’t  say always, but I found that on the British Pound, except if there’s a real surprise, then it’s going to nail you.

So for those that stayed out, nothing wrong with it, for it was the interest rate decision, if it was a surprise, it could have nailed you.  So I would say for those that sit out, because that fact, 100% correct, nothing wrong with that.  But let’s say that there was no news coming out, today, or not very important news, that trade was a beauty a move back to the breakout level and then a move onwards.  That’s very important to realize that, don’t try to trade breakouts, based solely on the breakout, just because price went trough the resistance.  You open a trade.  Your going to be right a couple of time, but it can nail you very very badly.  That’s why I wait for confirmation.  And the confirmation for me is a pull back to that level and then a move away.  If you did like that and you get 8 or let’s say 10 breakouts, and you wait for the pull back, and all 10 pull back and all ten move away, I’m telling you, you’re going to be in the pips 8 out of the 10 times.  Twice it’s not going to be a true move.  

Another thing I would say, is to have the guts to reverse your deal, cause you let’s say just lost 20-50 pips, and it hurts.  So now your sitting there and sometimes you want to switch off your computer and then off you go.  I want to tell that when you are in a consolidation or a correction sort of period that the price can break out both ways.  So you must be prepared for a false one.  But then how are you going to manage it? That’s the main main part that you have to be in control.  You have to manage, you have to see yourself, how you going to do it?  Go back and do some backtesting, about breakouts, draw some triangles to see how it’s going to breakout, and study them.  And then you will know, when the price starts moving then you will know when it’s reversing time and you wait for it, then you pull the trigger and you the opposite direction, then you’ll run in the right direction and you’ll make some pips.  

