
 
 

1 
 

The Perfect Forex Trading Manual 

The WM Method 

BY LINDA FORRESTER 

www.perfectforextrading.com 

 

 

 

The content, information, techniques, methods and data contained in "The Perfect Forex 

Trading Manualò are 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/
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Welcome to you all, and may I thank you for purchasing this instruction 

manual for the strategy I 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 accounts. I 

use spread betting to trade with, as it is tax free in the UK, but you can also 

use any one of the many dedicated FX brokers in Europe and the USA. If you 

already trade part or full-time, you can skip over these first few pages and go 

straight to the óconfiguring the chartsô section on page 3. 

Choosing a spread betting platform 

Below is a list of UK based spread betting (SB) companies, all of which are 

suitable to use when trading my system. The list is by no means exhaustive, 

but if you visit www.spreadbets.orguk  you will find many more together with a 

short description of each company.  

I personally use cmcmarkets.com as I have always had good service from 

them, but here are a few more. Have a look at their websites and pick one to 

sign-up with, or choose your own one 

¶ www.finspreads.co.uk 

¶ www.igindex.co.uk 

¶ www.capitalspreads.co.uk 

¶ www.cityindex.co.uk 

¶ www.cmcmarkets.co.uk 

These are probably the longest established of all the UK based spread 

betting companies, so they are a ósafe betô to kick off your trading education. 

They all have a demo platform facility, so whichever company you choose, 

also sign-up for their demo trading facility. Demo trading is an important part 

of your trading education. More of this later. 

Most of them also have an education programme, and I would encourage you 

to take advantage of this. They will allow you to trade at greatly reduced 

amounts (Ãôs) for the first few months ï a very good idea for the newcomer. 

http://www.spreadbets.orguk/
http://www.finspreads.co.uk/
http://www.igindex.co.uk/
http://www.capitalspreads.co.uk/
http://www.cityindex.co.uk/
http://www.cmcmarkets.co.uk/
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Configuring your chart(s) 

The set-up you will need for your chart is very simple. I have mentioned 

before, you will not need any indicators; all that you require is to have 

candlesticks on you charts. There is no need for any moving averages, 

Bollinger bands, MACD, RSi or any such thing. This is a very simple strategy. 

The settings for charts with different spread betting companies does vary, so 

if I was to illustrate to you how CMC Markets charts are configured, it would 

not help you. Most of the SB companies use IT Finance charts, so have a 

look at the screen-shot below to see how to get candlesticks on their charts. 

With all SB company charts, the option to change to candlestick is very 

obvious. I would encourage you to (once you have chosen the SB company 

you will use) to download their óUsers Guideô and spend a few hours playing 

around with the charts, just to see their function. It is important at this stage to 

also watch some live charts for an hour or so, just to see how the candles 

form when the price changes after every second or so. This is all part of your 

familiarisation with trading with charts. Do not skip over this part. 

Here is the screen shot from IT Finance charts: 
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Choosing the instrument you are going to trade. 

This system will work on any instrument, but I prefer to use Forex (FX) as it is 

a 24hr market, so you can óworkô at any time of the day or night (Mon-Fri). It 

also has many people trading this market, so you are virtually guaranteed a 

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 volume in the market and it 

harder to judge what the price will be doing next. 

I personally trade the following FX pairs.  

¶ Euro & U.S.Dollar (EUR/USD) 

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

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

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

They are very popular pairs, so you are guaranteed high volume, and 

additionally, the spread (the difference between the buying and selling price) 

is very narrow, which means your potential profit is greater. 

If you already trade, you can use whatever instrument you prefer, and use on 

a day to day basis anyway. 

 

The signal you are looking for. 

If you spend a few hours looking at various charts (any will do ï Forex pairs, 

Indexes, Gold, Oil) you will see that the candles are either trending in an 

upward or downward direction, going sideways with no real momentum, or 

they are moving with big volatility ï up and down very quickly.  

If the candles are doing the latter, just keep clear, as there will be no trade 

opportunity. When the candles are in a nice trend, you are more likely to spot 

the signal you are searching for. 

The screen shot below shows a chart with a nicely trending FX pair 
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IF A FX PAIR IS TRENDING (EITHER UP OR DOWN) YOU  WILL  SEE THE PRICE FORMS LOWER HIGHS 

(LH) AND LOWER LOWS (LL) WHEN IT IS COMING DOWN, AND HIGHER HIGHS  (HH) AND HIGHER LOWS 

(HL) WHEN GOING UP 

  

If they are moving sideways, you may be able to spot a signal, but you will 

have to move to a different timeframe. For example, if you are watching a  5 

minute chart and the candles are wandering around with no real direction, 
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you may be able to see a definite trend if you switch to a 1 hour chart. Spend 

a while switching timeframes so that you can see how the candles react and 

form different patterns depending on the timeframe. Carrying out this exercise 

is essential as it will get you used to the different movements and patterns 

that candlesticks 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 either a capital M or 

W, depending on whether it is a long (upward) trade or a short (downward) 

one ï hence the name, 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. 

 

                                          CHART 1                                                 CHART 2 
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As you can see from the above price charts (1 & 2) the green candles to the 

left of the screen shows that the price has been steadily rising. At point A we 

have a high of the price, and then it falls to point B. When the price then rises 

towards point C, it is very important that it does not reach or go any higher 

than point A before it falls again. If it does equal or go higher than point A, it 

means that the trend is still intact and our trade is off. If the price falls at point 

C and goes low enough to go past point B, we have a trade signal, and you 

would enter a trade. I have drawn a line across from point B to make it easier 

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

As you can see form the screen shot, I am using two different timeframes (15 

min / 30 min) as the strategy will work on any timeframe. I personally would 

not choose less than 15 minutes unless I have a very crowded and unclear 

chart, and in that case I would go down to a 5 minute chart momentarily, just 

so I can see a possible trade set-up. 

When I am trading I always have two charts up on my computer screen as 

the pattern I am looking for is seen very clearly with this set-up. You can see 

how I manage this by the screen shots in this manual. It also means I do not 

have to pull up different charts all the time ï as I can have 4 charts up with 

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

I will now show you a few more screen shots of trade examples for you to 

study. I will also show you a couple of ideas that I use when I am trading 

which will allow you to enter a trade a bit earlier, meaning that you can have a 

little extra profit with each trade (usually) When looking at these charts ï 

please magnify them so that you can see every detail. 
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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 firmly embedded in your mind, you will be 

surprised how often it will pop-up. 

Now, have a careful look at the screen shot below, as chart 2  shows the 

price forming the first part of the signal nicely (point A and B) but then does 

not break the entry level adjacent to point B, but continues the previous trend 

and goes lower. 
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                                       CHART 1                                              CHART 2

 

IN CHART 2  (ABOVE)  YOU CAN SEE HOW THE PwL/9 I!{ C!L[95 ¢h w9!/I ¢I9 .[¦9 Ψ9b¢w¸ [9±9[Ω [Lb9 L 
HAVE DRAWN IN. THE SET-UP HAS 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 this set-up for a reversal of trend. Chart 2 (above) has just 

7, so I would consider that to be on the borderline. As your experience grows, 

you will not need to count the prior candles, you will just óknowô if the set-up is 

valid. 

If you look carefully at the chart screen shot below (magnify it), you can see 

the W pattern I referred to earlier in this manual. For a pattern where the price 

may change from a long trend to going short, look for a M shape 
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As you can see from the charts above, this pattern appears on even a daily 

chart (meaning each candle represents ONE day) 

I will talk about timeframes in more detail in the next section, but for now, it 

would be advantageous if you spent a few hours just watching charts on your 

own computer and looking for this set-up. 

Timeframes 

As I have mentioned before, I would never take a trade signal from a chart 

less than 15minutes and then enter a trade from it. If you look at 2, 3 or 5 

minute charts, you can see that they change direction a lot, and can be very 

ójumpyô at certain times of the day. I would advise you to have a 15 minute 

chart as your absolute minimum. The only time you would look at (say) a 5 

minute chart is if you think there maybe a WM pattern present, but it was not 
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quite clear enough. By switching to a smaller timeframe, you should be able 

to see it more clearly. 

I would encourage you to spend some time looking at different timeframes ï 

switch from a 15 minute chart over 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 at a 2 or 4 

hr chart, as you maybe able to see a longer term trend, and so you can watch 

for the WM pattern to emerge. 

Conversely, you maybe watching a 15 minute chart, and you think that you 

can see a point A and B but not very clearly. If you move to the next 

timeframe up (say a 10 min one) you should be able to see the pattern more 

clearly.  

The reason I 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 move a lot (in terms of pips) before they may 

reverse in direction. 

The main exercise I am trying to emphasise here is to spend as much time as 

you can in these initial days of learning the system in front of your screen 

watching live charts and watching how candlesticks form and all the patterns 

they display during a typical trading day. The more time you spend in front of 

the charts, the easier it is going to be when you come to demo trading and 

then trading for real. 

Demo Trading 

Once you have completely understood the strategy and you have become 

proficient at spotting the WM pattern, it is time to start demo (or paper) 

trading. As I mentioned previously, you should have signed up for the demo 

trading facility with whichever SB Company you chose to start with. 
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Once you have chosen the company to go with ï please read their trading 

manual which will show you how to use their trading platform. They all differ 

in some way ï so it is not practical for me to show you how to use all of them.  

As well as this demo account, I would encourage you to also open a demo 

account on this website: www.fxcm.com ï once you are on their home page, 

click on FREE PRACTICE ACCOUNT and open an account with them by 

filling out the very short application form. It is one of the best demo platforms I 

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 you to 

closely monitor your performance while you are learning. 

Back to the SB company demo accounts and trading platform. Most of them 

have delayed prices of around 15 minutes. Do not worry about this, you are 

only practising and you do not need live prices, you just need to hone your 

trading skills, and make sure you can enter and exit trades faultlessly. 

Most of these SB Company Demo accounts start with an imaginary balance 

of £10,000, but whatever this amount is ï you should begin trading at just £1 

per pip. This is the level that you would begin with when you have deposited 

your own money into the trading account, so it adds some authenticity to the 

proceedings! 

Once you start demo trading at the £1 per pip level ï you should not trade 

with real money until you have increased your demo account balance by at 

least £750 (at the £1 per pip level) or 750 pips. This may sound a lot, but it 

absolutely essential in the learning process and must not be skipped over. It 

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, it 

is much shorter than becoming an accountant or solicitor. And ï the earning 

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

Unfortunately many people think that trading the forex market is a way to 

instant riches, but as you probably know, anything worth doing takes time and 

http://www.fxcm.com/


 
 

14 
 

effort ï so please stick to the entire recommendations in this manual and your 

success will come.  

As a small note ï I find when I am reading a new book, once I read it another 

3 or 4 times, I will often pick up a concept that, although I had already read it, 

I missed it ï so reading this manual quite a few times will be embed the 

theory a lot more. 

 

Second part to the entry of a trade. 

Although if you stick to the strict entry level I have illustrated in the manual, 

you will no doubt be profitable ï I found after a few months I started thinking 

about how I could make each trade that bit more profitable. Well here is one 

way. 

The whole pattern is a series of reversals, the price reverses at point A, B & 

C. Point C is the final turn in direction (it is hoped) so that the price will shoot 

off past the level of point B where you enter your trade. 

If, at point C you then see a reversal pattern, you can enter the trade early, 

and I will now outline what you should look for. 

Candle Reversal Patterns will help you in spotting this early entry scenario.  

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

shadow. 

This is what you should look for. 
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A candle with a ñLong Shadowò shows that the existing trend is coming to an 

end, and is the biggest sign that in an uptrend the sellers have overtaken the 

buyers. Vice-versa for a downtrend. 

After the above patterns, the following collection should be considered as 

reversal patterns 

 

 

 

 

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 the 

time. 
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I will now show you a few examples of actual charts, pinpointing the normal 

entry level, and also the point at which you can enter early. Please enlarge 

the charts so you can see the patterns easily. 

                 CHART 1                                                  CHART 2

 

In chart 1 (above) the first trade has no candle pattern at point C, so you 

would just wait until the price had pierced the entry level adjacent to point B. 

In chart 2, there is an Engulfing Candle at point C, so you could have got in 
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very early on this opportunity, and there was also a rare candle pattern about 

8 candles on, so reinforcing the original move up (circled D) 

 

In the two charts below ï we have another couple of candle patterns showing 

early entry possibilities. 
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Have a look at your own charts now, to make sure you can spot some of 

these candle patterns, and also mark on your charts the normal entry level. I 

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 few of these trades, the higher 

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 around 

15 to 20 pips. With a trade signal on a 1hr chart, go for around 30 pips. 

The whole point of this system 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 around 

20 or so pips per day. You will find that there are more opportunities if  you 

watch 15 or 30 minute charts than if you watch 2 or 4 hr charts. This does not 

mean that you should not check the higher timeframes; it is just there will be 
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less opportunities. By all means, at the start of whatever trading session you 

have chosen (early morning, afternoons, evenings etc.) have a look at a daily 

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 I have said before, if you think you 

maybe be looking at a signal on a 15 min chart but it is not very clear, go onto 

a 5 or 10 min chart, just to confirm your suspicions ï but go 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 end up having unlimited 

losses, which will negate your winning trades and have a bad impact on your 

trading account. 

The best place to place a stop loss level is at the candle pattern, or if there is 

not one ï place it at point C I will demonstrate in the chart below 
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If you are using the normal entry point, you should be looking at a stop loss 

amount of t same amount if your 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 effect, you have 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 your 

stop loss level to +10, +15 and so on. 

The moving of your stop to increase your trade profit will come with 

experience, so to start with be conservative and stick to the initial rules. 

Recap. 

I want to take this opportunity to recap what I have laid out in this manual, 

and the approximate timescales you should work to when starting off after 

purchase. 

First day 

Read manual 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 for 

trade signals. By the end of the week, you should be able to spot these 

signals fairly easily. As you are considering doing this to earn yourself some 

part-time money, you should treat it as starting a new business. This means 

you need to dedicate at least two hours per day for study. If you have enough 

time at the weekends, you need to study for another 3 or 4 hours each on a 

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 platform ï placing and exiting 

trades. 
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Third week 

In this 3rd week with my system, you should now be seeing EVERY trade that 

comes along and entering and exiting the trade flawlessly. It is now time to 

start watching your demo account grow in profit. 

 

Fourth/Fifth week. 

By the end of the 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 a 

dramatic rise in your demo account value. I mentioned earlier in this manual 

that you should not start to trade with your own money until you have had an 

increase of at least 750 pips to your account. If you have reached this level ï 

and you feel ready to use your own money ï by all means fund your órealô 

account with some money (I recommend at least £500-£600) 

If, however, you feel you would still like to ópractiseô some more, do not 

hesitate to carry on demo trading. What you are embarking on is a life-time 

journey of trading perfection, and if it takes you 4 months or 4 years it does 

not matter ï it will take as long as 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, I hope that you will enjoy adding this system 

to your arsenal of strategies, and I thank you for purchasing it from me. 

Conclusion 

I hope you have enjoyed reading about the system I use every day to earn 

my salary. If there is anything at all you do not understand please email me at 

info@perfectforextrading.com  

I wish you the best for your trading future. 

Linda Forrester 

mailto:info@perfectforextrading.com

