MARKET RHYTHM 4 HOUR STRATEGY

By Phillip Nel
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The strategy that teaches you the heartbeat of
the market so that you will always be in touch
with the market whether the market is friendly
or grumpy. You will know that and can act
accordingly.
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4 Hour MACD Forex Strateqy

Welcome to the 4 Hour Market Rhythm and MACD Fo8trategy. This
strategy is aimed at simplicity as well as highbadaility trades. | have been in the
equity market for almost ten years now and in trexX market for two years. |
learned very early that forex trading is not fag #haky ones. One must have a tested
and definite trading strategy as well as well orgad discipline to follow the strategy
and execute the plan as to the letter. One musk&et and precise.

Therefore | paper traded for almost two yearsraad everything | could lay
my hands on. | bought books and courses. | atténday live web seminar. All this
did not help me at all as it did not fit my stylep@rsonality and | just did not seem to
connect with all this different strategies. Oveptyears of watching the graphs with
different indicators, moving averages etc. | sthtteget a feeling for the movement
and motion of the market especially the EurUsd mdozertain moving averages.

It wasn't till late last year that | discover atseg with the MACD that gives
easy to read signals on a regular basis on a dtimeframe. | like the 4 hour
timeframe as one are not glued to the screenirfiod.t

If you look atFIG 1 below you will see that there were 14 signals @aver
period of 5 weeks. Within that period of FIG 1 gignals given were pretty good.
There are times when some signals does not prquhsitive results. | then had to
work on a filter system to only let me take thetlmees. | found that the MACD
when moving in a certain way produces a 95% acgutagill show you later how
the high probability trades look like.

In EIG 1 the signals are shown aRtlc 2 shows that an entry is made after
the 4 hour bar has closed and at the opening ofekebar.

In EIG 3 another 19 deals were shown of which the lastveaeenot finished
yet so out of a total of 18 trades 5 were wrong Eaavere right.

As it is a 4 hour strategy it means sometimesnsgtihe alarm clock to catch
an entry in the early morning hours. What makesci is that one will know after the
close of a 4 hour bar whether the next 4 hour bhghitlose as a signal by just
following the MACD. Therefore one can set an alatthat time.

Have a look at FIG 1 to 3.

Disclaimer:

As trading in the Forex market is very risky, teader if going beyond this
point and applying the concepts and methods desgrib this document do so on
his or her own will and risk. The writer and or ang involved in the compiling of
this document will not be held responsible for &mgses incurred by using the
methods described in this document as no money geament nor stoploss levels are
discussed as it vary from trader to trader accgrttirthere own risk and capital
profiles.

Copyright © 2007 All rights reserved



ELFLUSOHHE 1379] 132 13257 13287

See Next Slide

Green=Lang

13-l Y S A il |
B 1 W\l I o A N
1 ;. S A

90002006 10 CHn 0300 1L Oxr 1600 B3 Oor 0000 16 O 0400 17 O (200 15 Cx 000 2008 G 23 Oct 0800 240w 1600 26 0@ 0000 27 Ou G300 30 Ot 1290 3100 2000 2 Mew 400 3w 1290 6 Mew 1600 3Hov R0 31

FIGURE 1

—

Copyright © 2007 All rights reserved



EURUSD,H4 13291 1.3294 13287 13287

1.2965

1.2915

1.2865

12815

1.2765

12715

1.2665

MACDS,13,1) -).00086 -0,00086 !

Hariza

0.0023

il

u
S

g Total Trades =18
Lo B 5 Wrong
n B 13 Right

-0.00E27

23 May 2006 25 May 000 26 May 12200 29 May 16:00 31 May 00:00 1 Jun 08:00 2 Jun 16000 5 Jun 20:00 7 Jun 0400 8 Jun 12:00 9 Jun 20000 13 Jun 00:00 14 Jun 08:00 15 Jun 16:00 19 Jun 00:00 20 Jun 02:00 21 Jun 1600 23 Jun O0:00 26 Jun 04:00 27 Jun 12:00

FIGURE 3

This was just to see and get a feeling for thelggapet us start to set-up our charts.

You will see later on when dealing with the diffiet®éMACD signals that in the

examples used | did not marked eve

ry signal. Thegesignals not marked and the

reason being that the intention was to let youtlsedlifferent type of signals and not

to indicate everyone.

THE MACD ON ITS OWN IS NOT ENOUGH OF A TRADING SYST EM AND

OR INDICATOR TO BE SUCCESSFUL USING IT ON ITS OWN .

Therefore to understand the system

as a whole ged to go to Page289 from Post

4335 and study the 13 Lessons give

n. Study theohsssn Market Rhythm by heart

as that is the heart of this system. It will letifdter the trades that can hurt you.

Moving Averages:
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First of all are the moving Averages that we areg®o use.

365 Exponential Moving Average (365EMA)
200 Simple Moving Average (200SMA)

89 Simple Moving Average (89SMA)

21 Exponential Moving Average (21EMA)

8 Exponential Moving Average (8EMA)

apwNE

MACD:

MACD settings at
1. FastEMA 5
2. Slow EMA 13
3. MACDEMA 1

Horizontal Lines:

Three sets of horizontal lines above and below gbhomuld be drawn on the MACD
window at levels as well as one on zero

Level +0.0015

Level +0.0030

Level +0.0045

Level —0.0015

Level —0.0030

Level —0.0045

ounkrwnpE

Your Graph should look like this: (Choose your own colour and styles)
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The MACD moves in certain patterns that when recghcan be very profitable
trades. Let me show you the very important ones. fty not following every signal
but only the ones that gives high probability tmtlerough certain MACD patterns
serves as a filteThe ones not familiar are not taken. This isfilber.

Countertrend trades can be dangerous as it involms] against the trend. When
going countertrend determine the resistance amgubport
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This pattern comes very regular especially A arasibhe MACD has moved beyond
the 0.0043evel and are due for a correction and or trenénsal.B and C are trend
continuing patterns and are entered in the direaidhe trend and are very high

probability tradesRed circles indicates entry signal and entry is maslon the

opening of the next bar.
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The head and shoulder is another definite
especially when in oversold/overbought are
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Double top and bottom does not need any
Q introduction as it speaks in any timeframe
especially when in oversold/overbought
areas.
i I
| :
[ — : ——
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When the MACD comes down towards the
Zero line and turn back up just above the

Zero line it is normally a trend continuing
and should be taken and are normally a

strong move.
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ZERO LINE-"!

ZERO LINE™ |
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ROUND BOTTOM

ROUND TOP

[,

Round tops and bottoms are for sure. J
be careful when within the first zone
0.0000 to 0.0015 above or below the z¢
| like the rounding to be formed over at
least 5 bars.

As they are countertrend signals cautiof
must be used to trade them. Make sure
Risk:Reward ratio to be favourable
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This was a difficult month (Jan 2007)up to now alneady 190 Pips up and a great
move is coming as the price is within a range forcst 8 days. Lets see if that will
happen.

Up to now | have only concentrated to give the aigm the MACD window so that

you will be able to recognize it. It is easy to #e®formation after it has formed. It

takes a bit of practice to recognize it while ifoasming. Lets look at a couple just to
see how they look when the trade is entered.

Double Top
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Let us look at the graph above. See how price $epialy a roll in the support and
resistance of the price movement. Say we enterttdlde at Entry above. Our first
profit target will be around our fast moving averad8EMA and 21EMA). Our
second profit target will be around the slow movavgrages(89SMA and365EMA).
Our third profit target will be at price level 1@1 etc etc etc.

This is how you plan your trade in advance to tadeial profits till you complete the
trade. Should there be a moving average or priad leearby and below your entry
level you must take note that the price might go st them. So your stoploss must
be aware of that.

Again | ask you to study the movement of the papsund the moving averages.
When the price are above the 89SMA the trend imaby up and visa versa. After

the price crosses the 89SMA it tends to pullbacth&21EMA before it carry on its
direction if it is a trend direction change otheswit tend to test the 89SMA again and
then it runs over and across the 89SMA till it Brdirection and then it pulls back to
the 21EMA before proceeding on its path.
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This is Market Rhythm

YOU HAVE TO TAKE NOTE OF THIS RHYTHM AS THE MACD G/ES
TREND CONTINIOUS SIGNALS WHICH ARE HIGH PROBABILIY TRADES.
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Here are a live trade | did for someone in exptagriiow | trade. This is actual
e-mails that | did send25 January 2007 21:00 (GMT+2)

Hi

| took it with 30 pip stoploss and hope | can add to the Gbp
one earlier this week.
Greetings

Target 1.2900

, Al "[/| l.“r"l":- [l I | Zero
SHENE; :

Rt e

The MACD pulled back to the Zero line and then elkwer which indicate a down
move.

“Got entry at 1.2955 and has set stoploss at breake ven at 1.2955 when
price did hit 1.2935. | am scared for a false break out below support
but now the price can turnaround as | have a free r ide.”
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“Took 50% profit at 1.2920 and set other half stopl oss at 1.2935”
“Hi
Amazing how it found support with Fibonacci. | wan ted to do
this trade with you as it developed so that you can see how | go
about. | just had a feeling that the price is not g oing to go down to
1.2900 straight away so | applied fibonacci as there was no other
indicator between the entry price and 1.2900. One h as to listen to
that little voice inside as well. | was stopped out on the other have
at 1.2935 so the total gain was 35 pips on 50% and 20 pips on the

other 50% for a total of 27.5 pips on full lot.
Not bad for an hour work.
Greetings”

This trade however was a bit risky as it was akwettrade after ten days
consolidation testing a trendline angling upwafdse has to evaluate the risk not
only in terms of pips but also in terms of strgtegd chart pattern. After a breakout
the price very often turns back to test the brealexel and then that level becomes
either support or resistance in this case it besoEwe resistance.
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Stoploss have to be inside the breakout otherwisani be triggered and then
sometimes it can be very big before entry signglien by the MACD.

Here is what | normally do when the MACD showsgnai but the stoploss are to big
in relation to my capital or what | am comfortablgh. | enter the trade in three
stages with my stoploss set at the same level.

iii*“’ﬁﬁ

L

it A
T‘f ”, Entry level

Stoploss

__2Enter0.3 lots (30% Retracement on Bar B)
_ 1 Enter0.5 lots {45% Retracement on bar B)

B
' ‘ 3 Enter 0.2 lots (Opening next Bar)

Stoploss

/ : By entering the trade in these three stages make it easier to reduce the amount

: of pips lost should the trade go down to stoploss because not all is entered at
No1. The price very often pulls back to either the 38% or 50% Fibonacci levels of
the previous bar and therefore | uses 30% and 45% to be sure of a fill otherwise
we stand a chance of missing the trade with one pip. When the trade goesin my
favour the break even level is also lower as when a have entered all at No3.

When the stoploss amount of pips get to heavy this is a good method in
spreading it.

0

£ Dec 2000 8 Dec 0400 11 Dac 03:00
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You will notice that not all signals was taken. Sxtimes | were already in a trade. |
did not actually trade all these trades live. Mu#s done on a backtesting scenario.
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| stopped counting the pips for the ARAO6 testing as it completely
convinced me of the success of this method. | nangltested it using previous years
and the results were amazing. Average of 300+ m#psnonth and then | only trade
the trades that gives signals at these times 121000 and 01:00 (GMT +2). It gives
between 8-10 deals per month using the mentioneefiames.. (I use Metatrader and
data supply by MIG.). Due to working hours andfee that that | don’t have
internet access during working hours | can onlgérthose hours.

If you use patterns in the MACD that occur regtiteat gives results and use
them every time they occur you will most definiteiyake money.

For newcomers | suggest that you trade only T@otinuous signals as well
as RT and RB that occur above the 45Level Hor lagethat will give you a positive
start. Less pips but mostly successful trades.

I haven'’t discuss nor used trendlines so far isidocument and when you add
them it will most definitely helps you in definingur exit levels. The entry level are
determine by the MACD but the exit or profit levedsdetermine by support and
resistance levels. | use the moving averages a&sided earlier as well as Fibonacci
levels and then most definitely trendlines andetévels. | normally take the daily
graph and draw the trendlines according to it ée igo to the 4 hour graph. | make
them nice and thick so that | can see them. ThiFaw the different price levels such
as 1.2900, 1.3000, 1.3100 etc. It is amazing tdsgethe price find support and or
resistance at these levels.

| hope that this document will help you on youmwta financial independents.

YOU MUST STUDY THE MARKET RHYTHM LESSONS AS THAT WI LL
PROVIDE YOU WITH THE RIGHT KNOWLEDGE

Edited 2007/08/05
You also must read through the whole thread toiolke right mindset. This is not a
easy 1+2+3=4 type of system as it takes the Malgghm into account and a study
of these rhythm are essential to survive.

| could not post it all at once due to size lirtidas and the fact that
everything was not documented when this documestphaced. As the thread
developed a lot of questions was asked and answer#ds of importance to go
through the whole thread. Improvements were made &ltering bad trades.

Don't trade very MACD signalMake sure it is in harmony with market rhythm and
Risk to reward Ratio is bigger than one (R:R>1adE only 2-3 pairs at a time. |
focus on EurUsd, GbpUsd and EurJpy(risky) andydtaddded the UsdChf.
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