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The content, information, techniques, methods and data contained in "The Perfect Forex
Trading Manualoare for informational purposes only and is provided without warranty of any
kind. The content, information, techniques methods and data contained should not be
interpreted as investment advice, or as a recommendation to buy or sell futures

contracts. The content, information, techniques, methods and data provided are obtained
from sources deemed reliable but not guaranteed as to accuracy or completeness.

The user releases Perfect Forex Trading from liability due to the use of the content,
information, techniques, methods and data contained in "The Perfect Forex Trading
Strategy.


http://www.perfectforextrading.com/

Wdcome to you,aind may | thank you for purchasing this instruction
manual for the strategy | use EVERY day to earn my wages in the Foreign
Exchange (Forex or FX) Market

The first few pages will detail the choosing and opening of trading account
use spread betting to trade with, as it is tax free in the UK, but you can als
use any one of the many dedicated FX brokers in Bin®ptsandf you
already trade parfudktime, you can skip over these first few pages and go
straight to t hectiobonpaged.gur i ng t he

Choosing a spread betting platform

Below is a list of UK based spread (&Bjogmpanies, all of which are
suitable to use when trquainy system. The list isdogneans exhaustive,
but if you visitvw.spreadbets.orguau will find many mogether with a
short description of each company

| personally usencmarkets.coras | have always had good service from
them, but here are a few more. Have a look at their websites and pick one
signup withor choose your own one

1 www.finspreads.co.uk

T www.igindex.co.uk

1 www.capitalspreads.co.uk
T www.cityindex.co.uk

1 www.cmcmarkets.co.uk

These are probably the longest estabfisiidtle UK based spread
betting companies, so they are a ft@kick off yoar trading education.

They all have a demo platform facility, so whichever company you choose
also sigip for their demo trading fabiétyio trading is an importamt p
of your trading educafidore of this later.

Most of them also have an education prqgaathhveould encourage you
to take advantage of this. They will allow you to trade at greatly reduced
amount§ Aforghg first few moritlasvery good id&a the newcomer.
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Configuring your chart(s)

The setp you will need for your chart is very simple. | have mentioned
before, you will not need any indicators; all that you require is to have
candlestick®n you charts. Taes no need for any moving averages,
Bollinger banddACD, RSi or any such thing. This is a very simple strategy.

The settings for charts with different spread betting companies does vary,
if | was to illustrate to you how CMC Mhasgketsare confrgd, it would

not help you. Most of the SB companies use IT Finance charts, so have a
look at the screshot below to see how to get candlesticksohiarttseir

With all SB company charts, the option to change to candlestick is very
obvious. | wouldcenrage you to (once you have chosen the SB company
you wi || use) to downl oad their o0
around with the charts, just to see theinflingtimportant at this stage to
also watch some live charts for an Boyjust to see how the candles

form when the price changes after every second or so. This is all part of yc
familiarisation with trading with charts. Do not skip over this part.

Here is the screen sltamh fiT Finance charts:

Bid/Ask Selector  Mid Price [+

N :Q\/\+J~f\ z| )/{/‘ E” l Spot FX GBP/CZK (09-APR-10) 28692.5 -0,51% 21:59 |

Indicators Spot FX GBP/CZK (09-APR-10)

Stie ottt * 2. SELECT 'CANDLESTICK'

L] MA
Exponential mnn|

|| Bollinger 20 2,00

|| Parabolic SAR 0,02 002 020

[] volume 15

[] maco LIH 12 2 3

[[] rst 14

|| Directional Movernen it LfH 14

|| stochastic 14 3 2

|| williams %R 14

[] Momenturn L 12

|| Chaikin Volatility 10 10

|| Price Oscillator L% 5 25

|| Accumnulation Distribution

[] chaikin Money Flow 21

|| Money Flow Index 14

[] volume Rate Of Change [ | % 12 ‘

|| Volume Oscillator L] % 5 25

| Options | 29 30 31 Apr 2 5

: Setﬁng? | @‘L : > LZHours J@[Q‘@\‘
1. PRESS SETTINGS .



Choosing the instrumeynbu are going to trade.

This system will work on any instrument, but | prefer to use Forex (FX) as
a 24hr market, so you can-Foutor ko6
also has many people trading this market, so you are virtuatlyaguarantee
liquid market. If you have a market with small liquidity, you will not see the
patterns that we are looking for as there is no volunaekatthd it

harder to judge what the price will be doing next.

| personally trade the folloMXpairs

1 Euo & U.S.Dollar (EUR/USD)

1 British Pound & U.S. Dollar (GBP/USD)

1 U.S.Dollar & Japanese Yen (USD/JPY)

1 Australian Dollar & U.S. Dollar (AUD/USD)

They are very popylairs so you are guaranteed high volume, and
additionally, the spread (the differencerbitebuying and selling price)
IS very narrow, which mgans potential profit is greater.

If you already trade, you can use whatever instrument you prefer, and use
a day to day basis anyway.

The signal you are looking for.

If you spend a few hdowoking at various charts (any WiHatex pairs,
Indexes, @d, Oil) you will see that the caardlegher trending in an

upwad or downward direction, going sideways with no real momentum, or
they are moving with big volatilityand down veyyickly.

If thecandlesire doing the latter, just keep clear, as there will be no trade
opportunityWhen the candles are in a nice trend, you are more likely to spo
the signal you are searching for.

The screen shot below shows a chart with @matedy X pair



Il"« MarketMaker - Live Trading Room @l
Fie \View Tradng Options Window Help

(pEE |[POOOEERER OB &8 [BREWma ]| Gr0)

4 Etiro\vs U Dollar GashBet Bid|Chark

EURUSD Cash

| Response: 47 ms | CPU load: < 10% |Server time: 7:43:57 PM

IF A FX PAIR IS TRENDING (EITHER UP OR DOWN). BBE THE PRICE FORMS LOWER HIGHS
(LH AND LOWER LOVIS) WHEN IT IS COMING DOMND HIGHER HIG##S) AND HIGHER LOWS
(H) WHEN GOING UP

If they are moving sideways, you rablelie spot a signal, but you will
have to move to a different timeff@mexample, if you are watching a 5
minute chart and the candles are wandering around with no real direction,



you may be able to see a definite trend if you switch to atl3wemaha

a while switching timeframes so that you can see how the candles react al
form different patterns depending on the timeframe. Carrying out this exert
IS essential as it will get you used to the different movements and patterns
that candledtis form over the course of a trading session. My system will
work on any timescale.

The pattern you will be watching for looks very much like eitNarra capital
W, depending on whether it is a long (upward) trade or a short (downward)
onei hence theame, the WM System !

To illustrate what you need to watch for, it is easier to have a look at an
actual chart, so please have a careful look at the screen shot below.

34 British Pound vs US Dollar Cash Bet Bid Chart © 906 :3 |4 Euro vs \US|Dollar Cash Bet Bid Chart:

ENTRY

|| |'|
l| || | ’ ||
Il || I| ||
b1

CHART 1 CHART 2



As you can see from the apowe charts (1 & 2) the green candles to the
left of the screen shows that the price has been steaflilgaiskge

have a high of the price, and then it fallsBo\(vbiah the price thensrise
towards poi it isvery importanthat idoes nateach ogo any higher

than poirA before it falls again. If it @gesl ogo higher than poit
means that the trend is still intact and our trafléhis pfice falls at point
Cand goes low enough to go pasBpuwiathave a trade signal, and you
would enter a trade. | have drawn a line across tBdmpai+ it easier

to see the level that you would put a trade on.

As you can see form the screen shot, | am wkifeydnwbtimeframas (

min/ 30 min as the strategy will work on any timeframe. | personally would
not choose less than 15 minutes unless | have a very crowded and unclea
chart, and in that case | would go down to a 5 minute chart momentarily, jt
sol can see a possible tradeget

When | am trading | always have two charts up on my computer screen as
the pattern | am looking for is seen very clearly watip thicusedn see

how | manage this by the screen shots in thidtratsaualeansld not

haveto pull up different chdfttha timé as | can have 4 charts up with

just one click of the mouse, as the other two are just minimised to the tooll

| will now show you a few more screeofdraat®xamples for you to

study. I will also show you a couple of ideas that | use when | am trading
which will allow you to enter a trade a bit earlier, meaning that you can hay
little extra profit watdch trade (usualiyhen looking at these cliarts

pkease magnify them so that you can see every detail.



US Dollar Cash Bet Bid Chart
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&4 British Pound|vs US Dollar Gash Bet Bid Chart

I NENE (¥4 Euro\vs US Dollar, Cash Bet Bid Chart:

34 British Pound vs US Dollar Cash Bet Bid Chart




.IZ!L SPX500 Index Cash Bet Bid Chart (N NE R | M4 US|Dollar vs Japanese Ven Apr. 10 M Bet Bid Chart

So, as you can see, it is a fairly straightforward pattern to look for. As you
look at your own charts, you will notice this pattern occurs a lot of the time
and once you have he pattern firtvdygléed in your mind, you will be
surprised how often it wilupop

Now, have a careful look at the screen shot lo¢lai?, akows the

price forming the first part of the signal niceéha(mtidhbut then does

not break the entry level adjacent tB,gmihtontinues the previous trend
and goes lower.



CHART 1 CHART 2

“ [ British Pound vs US Dollar Cash Bet Bid Chart Q») O@’gj M Euroivs US Dollar. Gash Bet Bid Chart

o i | 7 2 37| 07 B | 7 & © g s a6 i bt B 5F

GBPUSD Cash EURUSD Cash 17:22:01 Biet1.3371 Offer:1.3

ENTRY LEVEL

08:00 2:00 18:00
b (| 0 A 2l

i
7dstart. [ (2 opielspreads -Win... | (2 XEURJUSDRolingDa... | (2 GEPJUSDRalingDai... | & Untiled M Warkettlaker - Live ...

IN CHART ZABOVE)YOU CANSEEHOWTMA P 9 1! { C! L[ 95 ¢h wo9! /1 ¢1 9 .[}9
HAVE DRAWN IN. THE SBTHAS FAILED AND THE ORIGINAL TREND IS STILL INTACT.

As long as you have a trend upwards/downwards of at least 7 to 8 candles
you can watch for thisugetor a reversak@nd. Chart 2 (above) has just

7, so | would consider that to be on the borderline. As your experience gro
you wi || not need to count -upibe pr
valid.

If you look carefully at the chart screen shahbaglofy (t), you can see
theWpattern | referred to earlier in this nkarumpattern where the price
may change from a long trend to going short, Mcké&mea
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M MarketMaker - Live Trading Room

File Wiew Trading Options Window Help

PHE|PIODEEEN €84 &2 | BREWwwten - ]|ET0)

X4 Gold vs US Dollar Cash Bet Bid Chart 1ro vs US Dollar; Gash Bet Bid Chart

EVEN WORKS ON A
WORKS WELL ON 14160 DAILY TIMEFRAME
HIGHER TIMEFRAMES

LOOK oUT
FOR THE "W"
PATTERN

T LOOK OUT
FOR THE
"W" PATTERN

WM Markettaker - Live Tr...

As you can see from the charts above, this pattern appeardanly even a
chartfreaning each candle represents ONE day)

| will talk about timeframes in more detail in the next section, but for now, i
would be advantageous if you spent a few hours just watching charts on y
own computer and looking for thip.set

Timeframes

As | lave mentioned before, | would never take a trad@sayohhbft

less than 15mites and then enter a tradeifrdf you look at3dr 5

minute charts, you can see that they change direction a lot, and can be ve
Ojumpy6é at certain times of the d
chart as your absolute minimum. The only time you would look at (say) a &
minute chart is if ybunk there maybe a WM pattern present, but it was not
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quite clear enough. By switching to a smaller timeframe,bgaldaould
to see it more clearly.

| would encourage you to spend sonmokimg at different timeframes
switchrbm a 15 minutearhover to a 1 hr one and see how the patterns on
the former chart transfer onto the longer timeframe.

When you are trading, and you are watching a (say) 30 minute chart, but
there does not seem to be a definite trend (up or down) try looking ata 2 c
hr chart, as you maybe able to see a longer term trend, and so you can wz
for the WM pattern to emerge.

Conversely, you maybe watching a 15 minute chart, and you think that yol
can see a point A and B but not very clearly. If you move to the next
timefame up (say a 10 min one) you should be able to see the pattern mor
Clearly.

The reason | do not encourage you to use charts less than 15 minutes is
because these lower timeframes will not give you enough profit, as the
candles (and price) will not entatgin terms of pips) before they may
reverse in direction.

The main exercise | am trying to emphasise here is to spend as much time
you can in these initial days of learning the system in front of your screen
watching live charts and watching hdlestiks form and all the patterns

they display during a typical trading day. The more time you spend in front
the charts, the easier it is going to be when youeormdraaling and

then tradinfgr real.

Demo Trading

Once you have completely understood the strategy and you have become
proficient at spotting\Widpattern, it is time to start demo (or paper)

trading. As | mentioned previously, you should have signed up for the dem
trading facility with whichev&d®Banyou chose to start with.
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Once you have chosen the company toigaeritie read their trading
manual which will show you how to use their trading platform. They all diffe
in some wayso it is not practical for me to show you how to hseall of t

As well as this demo account, | would encouragisgapetoa demo
account on this websi@w.fxcm.coinmonce you are on their home page,
click oirREE PRACTICE ACCOadTopen an account with byem

filling out the very short applicationtfisrone of the best demo platforms |
have seen, and it closely mirrors a real forex trading platform.

You start with a balance of $50,000 (at the time of writing) and it allows yo
closely monitor yperformance while you are learning.

Back to the SB company dgaoounts and trading platfoost. &fl them

have delayed prices of around 15 minutes. Do not worry about this, you ar
only practising and you do not need live prices, you just neadf to hone yo
trading skills, and make sure you can enter and exit trades faultlessly.

Most of these E®mpanipemo accounts start with an imaginary balance

of £10,000, but whatever this amoyaushould begin trading at just £1

per pipThis is the level thati would begin with when you have deposited
your own money into the trading account, so it adds some authenticity to tl
proceedings!

Once you start demo trading at the £1 peripyolegabuld not trade

with real money until yave increased ydemo account balance by at

least £750 (at the £1 per pip level) or 750 pips. This may sound a lot, but i
absolutely essential in the learning process and must not be skipped over.
should take you, on average, around a month to earn this amount. That
period of time might sound a long time to you, but in overall training terms,
iIs much shorter than becoming an accountant or soli¢itereAming

potential of a financial trader is much more than those other two careers!

Unfortunately many petipik that trading the forex market is a way to
instant riches, but as you probably know, anything worth doing takes time

13
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effort’ so please stickttee entire recommendatiotisis manual and your
success will come.

As a small natd find wheham reading a new book, once | read it another

3 or 4 times, | will often pick up a concept that, although | had already reac
| missed itso reading this manual quite a few times will be embed the
theory a lot more.

Second part to the entry of adke.

Although if you stick to the strict entry level | have illustrated in the manual
you will no doubt be profitableund after a few months | started thinking
about how | could make each trade that bit more profitable. Well here is or
way.

Thewhole pattern is a series of revehgafmice reverses at pdji@ &
C.Point C is the final turn in direction (it is hoped) so that the price will sho
off past the level of point B where you enter your trade.

If, at point C you then see a repatsain, you can enter the trade early,
and | will now outline what you should look for.

Candle Reversal Patterns will help you in spotting thisssamhagatry

The best candle to look for is where (at point C) the candle has a long
shadow.

This isvhat you should look for.

TTRTL |

LONG SHADOW CANDLESTICK EXAMPLES
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Acandlwi t h a ALong Shadowo shows t he
end, and is the biggest sign that in an uptrend the sellers have overtaken t
buyers. Vieeersa for a downtrend.

After the above patterns, theifalloailection should be considered as
reversal patterns

DOJI: Can have long or short
+ shadows but no real body

A good signal

with shadows extending up and

SPINNING TOP: Small real body
| down from body
-

HAMMER/HANGING MAN

These candles can be filled or
white and should have long
shadow from one end and little or
no shadow opposite. A very good
signal

1
HARAMI: This is a bullish Harami.
| The second candle body must be
' entirely inside the first candle body.

Do not worry about the shadows

[ ENGULFING: The second candle

body must engulf the body of the
first one. This is a bullish candle.
Opposite for bearish candle

Another very good signal

There are a lot more Candlestick Reversal Patterns, but in my experience,
over the past 5 years, these are the most popular and work a majority of tt
time.

15



| will now show you a few exampletsiaf charts, pinpointing the normal
entry level, and also the point at which you aarlgnBlease enlarge
the charts so you can see the patterns easily.

CHART 1 CHART 2

| (¥4 British Pound vs US Dollar Cash Bet Bid Chart ’QWQQ@ M Euro s US|DollarCash Bet: Bid|Chart

M Markettzker - Live Tr..,

In charl (above) the first trade has no candle patterrCaspagiat
would just wait until the price had pierced the entry level adjaBent to point
In charg, there is an Engulfing Candle aCpsmiou could have got in
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very early on this opportiamty there was also a rare candle pattern about
8 candles on, so reinforcing the original move up) (circled

In the two charts belome have another couple of candle patterns showing
early entry possibilities.

I [ British Pound vs US Dollar Cash Bet Bid Chart @! 9@ @ M Etro\vs USiDollar Cash Bet Bid Chart

HA 6 e dkend dused €Y 8 i

GBPUSD Cash 1546 ek 1.5 ffer:1 EURUSD Cash 3602 Offer1.3604 =
1.5300

NORMAL ENTRY

E‘Di_ EARLY ENTRY AFTER

| EARLY ENTRY

N

¢\

"HAMMERILONG SHADOW 16160
CANDLE PATTERN

.

CANDLE PATTERN
N

HARAMI CANDLE
PATTERN
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I B NORMAL ENTRY
'lll |I*|Tlﬁ|’
-
— A

EARLY ENTRY
\ 124.0
HARAMI PATTERN]

Have a look at your own chartsoovake sure you can spot some of
these candle patterns, and also mark on your charts the normal entry level
would like you to be able to spot at least 10 more opportunities.

Trade Targets

You will notice after you have looked at quite a fewanfabetbe thigher
the timeframe the more pips potential you have for each move.

In general, if you are working with a 15 min chart, you should go for arount
15 to 20 pips. With a trade signal on a 1hr chart, go for around 30 pips.

The whole point of tystam is to go for small manageable trades and do
not be greedy. It is all about just a few trades per day, and aiming for arou
20 or so pips per day. You will find that there are more opportunities if yot
watch 15 or 30 minute charts than if yo8 wadchr charts. This does not
mean that you should not check the higher timeframes; it is just there will

18



less opportunities. By all means, at the start of whatever trading session y
have chosen (early morning, afternoons, evenings etc.) htaedailgok

and 2hr chart to see if there maybe any trade signals, but once you have
done this, go onto 15 or 30 min charts. As | have said before, if you think y
maybde looking at a signal on a 15 min chart but it is not very clear, go or
a 5 or 1énin chart, just to confirm your susijibwingo back to the

higher timeframe for confirmation.

Stop loss levels

You will also use these candle patterns for your stop loss. As you probably
know, you need a stop loss level otherwise you will egduaprhi@dh

losses, which will negate your winning trades and have a bad impact on y«
trading account.

The best place to place a stop loss level is at the candle pattern, or if there
not oné place it at poi@t will demonstrate in the chart below

M MarketMaker - Live Trading Room

'T“"*"alﬂa'*r"*'"h I

NORMAL ENTRY [

EARLY ENTR
.ll‘ T@ ARLY Y
H — STOP

| ¢
Jstart. [ /- cCoptalspreads-#in... | M MarketMaker - Live Tr...
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If you are using the normal entry point, you should be looking at a stop los
amount of t same amdwuur target. Once the price has advanced to that
target you can move the stop loss level forward a bit, and place it at break
even, so, in effectuyy@mve a fee trade without any risk. If the price looks like
it is going to carry on in the direction of your trade, you can slowly move y«
stop loss level to +10, +15 and so on.

The moving of your stop to increase your trade profit will come with
expeence, so to start with be conservative and stick to the initial rules.

Recap.

| want to take this opportunity to recap what | have laid out in this manu
and the approximate timescales you should work to when starting off aff
purchase.

First day

Readmanual through completely at least 3 or maybe 4 times.
Research Spreadbetting companies and open demo account
First week

In the first week, after you have a demo account, you spend it just looking
trade signals. By the end of the week, you shualeltbbspat these

signals fairly easily. As yoaarsideringoing this to earn yourself some
parttime money, you should treat it as starting a new busmesasisThis

you need to dedicateeast two hours per day for sfughu have enough

timeat the weekends, you need to study for another 3 or 4 hours each on &
Saturday and Sunday.

Second week.

By this time, you should be able to confidently spot the trade signal. This
week you spend getting used to the demo'ipfatfoimy and exiting
trades.

20



Third week

In this Bweek with my system, you should now bé&sédifyade that
comes along and entering and exiting the trade flawlessly. It is now time tc
start watching your demo account grow in profit.

Fourth/Fifth week

By the end tfe fifth week, if you are able to trade for at least 2 or 3 hours
per day, you should have enough trades under your belt to be able to see
dramatic rise in your demo account vatrgioned earlier in this manual

that you should not start to trédadgour own money until you have had an
increase of at least 750 pips to your account. If you have reaclied this leve
and you feel ready to use your ownimioryey a | | means f unc
account with some mdhecommend at least £6600)

If, hovever, you feel you would stil]
hesitate to carry on demo trading. What yoobarking on is dilifie

journey of trading perfection, and if it takes you 4 months or 4 years it doe:
not matterit will take as lpas it has to. The skills you will learn while you
are on this learning curve will stay with you for the rest of your life, and will
earn you a lot of money.

If you already trade the markets, | hope that you will enjoy adding this syst
to your arsendlsirategies, and | thank you for purchasing it from me.

Conclusion

| hope you have enjoyed reading about the system | use every day to earn
my salary. If there is anything at all you do not understand please email m
info@perfectforextrading.com

| wish you the best for your trading future.

Linda Forrester
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