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Disclaimer 

Commodity Futures Trading Commission Futures and FOREX trading has large potential rewards, but also 

a large potential risk. You must be aware of the risks and be willing to accept them in order to invest in 

the futures and FOREX markets. Don't trade with money you can't afford to lose. This is neither a 

solicitation nor an offer to Buy/Sell futures or FOREX. No representation is being made that any account 

will or is likely to achieve profits or losses similar to those discussed on this website. The past performance 

of any trading system or methodology is not necessarily indicative of future results.  

Hypothetical or simulated performance results have certain limitations. Unlike an actual performance 

record, simulated results do not represent actual trading. Also, since the trades have not been executed, 

the results may have under-or-over compensated for the impact, if any, of certain market factors, such as 

lack of liquidity. Simulated trading programs, in general, are also subject to the fact that they are 

designed with the benefit of hindsight. No representation is being made that any account will or is likely to 

achieve profit or losses similar to those shown. 

The information contained in this document is for informational and educational purposes only.  We are 

not registered as a securities broker-dealer or as investment advisers. We are neither licensed nor 

qualified to provide investment advice. 

Neither the information contained in this document nor in any other place is provided to any particular 

individual with a view toward their individual circumstances nor should nothing in this document be 

construed as investment or trading advice.  Each individual should assume that all information contained 

in this document is not trustworthy unless verified by their own independent research.  There is a 

substantial risk of loss when trading securities and derivatives as they are highly susceptible to the risks 

and uncertainties of certain economic conditions.  For all these reasons and others, your use of the 

information provided in this document, or any other products or services, should be based upon your own 

due diligence and judgment of how best to use the information, and subsequently independently verified 

by a licensed broker, investment advisor or financial planner. 

Any statements and/or examples of earnings or income, including hypothetical or simulated performance 

results, are solely for illustrative purposes and are not to be considered as average earnings.  Prior 

successes and past performance with regards to earnings and income are not an indication of potential 

future success or performance.  There can be no assurances of future success or performance and we will 

not be responsible for the success or failure of any individual or entity which implements information 

received from this site. 

We do not imply, predict, or guarantee that you will be successful in earning any money whatsoever.  If 

you rely on any figures or information in this document, you must accept the risk of substantial trading 

losses.   
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Learning Outcomes 
 

What you will learn: 

• How to set up and operate trading software 

• The operation of pricing 

• The basics of probability 

• The significance of backtesting. 

 

What you will be able to do: 

• Competently use charting software 

• Place orders 

• Apply probability to trading strategies 

• Apply backtesting to trading strategies. 
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1. Software 

To get started you will need two very important tools: 

1. Trade execution platform  

2. Charts   

1.1 Trading Platform 

The trade execution platform is a program supplied by your broker and gives you the 

ability to place trades and exit positions. Your trading account should be supplied for 

free.  

1.2 Charts 

Charts provide a real-time view of what is going on in the market. You will be able to 

analyse live data and make decisions on when to place and exit trades. It is essential 

to get charts that have a reliable data feed. If the data feed is not accurate, a 

discrepancy between the charts and trading platform may occur. Some brokers will 

offer a data feed for charting software packages so the data is from one source only. 

1.2.1 Broker Supplied Charts 

Some brokers supply free charts along with the account. It is important to get a 

good charting package like MetaTrader4/5 which has the ability to add custom 

indicators and a backtesting functionality. These features are critical when you need 

to make accurate and informed decisions. Having a limited knowledge due to poor 

chats will be a considerable disadvantage. 

 

 

2. Road Map 

This course focuses solely on the MetaTrader 4 platform. For its programmable ability 

and backtesting capability. We will also be using FX tester for manual strategies.  

Recommended approach: 

1. Download Metatrader demo account (Free) from Pepperstone  
https://pepperstone.com/?a_aid=jcapital 

2. FX Tester Application (Paid) 

 

https://pepperstone.com/?a_aid=jcapital
https://pepperstone.com/?a_aid=https://pepperstone.com/?a_aid=jcapital
https://pepperstone.com/?a_aid=https://pepperstone.com/?a_aid=jcapital
http://www.forextester.com/
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3. Understanding Charts  

3.1 Candlesticks 

The exchange will send data to your computer/ charts and can be displayed in a 

number of different formats. The candlestick or bar displays the open price, high 

price (top wick), low price (bottom wick) and close price. The hollow candle has its 

closing price above the open and the solid candle indicates the opposite, close is 

lower than the open. The high and low (wicks) remain the same. Candles can also 

open and close at the same price – this is called a Doji. See Figure 1. 

Figure 1 

3.2 Time Frames 

3.2.1 Minute 

Candles can be formatted in numerous ways - minute charts, tick charts and volume 

charts. A minute chart is a candle separated by time. You can elect to have any 

denomination of minutes. 1hour, 4hour and daily charts when trading FOREX. 

To further explain – at the start of the minute the chart will display the open price 

and as the minute passes the price will create a high and a low and that will form the 

wicks. Finally, as the minute ends, the candle will have it’s a close price. 

3.2.2 Tick  

The same can be said for a tick chart. A tick chart counts the number of transactions 

between the bid (buyers) and ask (sellers). These are commonly displayed in an 89, 
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144, 233, 377 tick count. You may be wondering why these specific numbers? Why 

not round them off to whole figures?  Well, these numbers have an important 

mathematical reasoning. More about that later in the topic on Fibonacci.  

3.2.3 Volume 

Finally, volume charts. You can probably guess that the volume charts display 

increments of volume.  

Please note. We will only be concerned with minute, hourly and daily charts 

throughout this training course. 

 

4. Buying and Selling 

Becoming familiarized with your trade execution platform is important and it is up to 

you to become knowledgeable of the intricacies of the software. 

To execute a trade using Metatrader, click on the “New Order” button. Here you can 

opt to buy or sell the market. The “Symbol” represents the currency pair you wish to 

trade. Volume is the amount you want to buy/sell i.e. 0.1 = 1 Mini Lot, 1.0 = 1 

Standard Lot. 
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Exercise 

Please fill the “Symbol” and “Volume” fields if you wanted to trade 50,000 on the 

Euro Dollar paired with the United States Dollar. 
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5. Price 

Below is a matrix of prices on the S&P 500. Beside each price is the volume of 

contracts on offer. Price is set by considering the following rule: Is the Bid Price >= 

Ask Price? If the statement is true then a transfer of the respective volume 

(contracts) will occur. If a number of contracts are depleted then price will shift to 

the next price while still considering the rule. If the rule is not true or when the 

volume is exhausted, then the price will stop.  

   Ask (Sell) Volume     Ask (Sell) Volume 

   1005.50 55     1005.50 55 

   1005.25 36     1005.25 36 

   1005.00 36     1005.00 36 

   1004.75 36     1004.75 36 

   1004.50 65     1004.50 65 

   1004.25 75     1004.25 75 

   1004.00 67     1004.00 67 

   1003.75 98     1003.75 98 

   1003.50 78     1003.50 78 

   1003.25 88     1003.25 88 

   1003.00 87     1003.00 87 

   1002.75 56     1002.75 56 

   1002.50 34     1002.50 34 

   1002.25 87     1002.25 87 

   1002.00 97     1002.00 97 

   1001.75 65     1001.75 65 

Volume Bid (Buy) 
is Bid >= 
Ask? 1001.50 87  Volume Bid (Buy) 

is Bid >= 
Ask? 1001.50 87 

26 1001.25  1001.25 56  78 1001.00  1001.25 30 

78 1001.00     23 1000.75    

23 1000.75     47 1000.50    

47 1000.50     56 1000.25    

56 1000.25     32 1000.00    

32 1000.00     67 999.75    

67 999.75     57 999.50    

57 999.50     58 999.25    

58 999.25     68 999.00    

68 999.00     21 998.75    

21 998.75     75 998.50    

75 998.50     56 998.25    

56 998.25     56 998.00    

56 998.00     23 997.75    

23 997.75     65 997.50    

65 997.50     97 997.25    

97 997.25     58 997.00    

58 997.00          

  

Figure A      Figure B 
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6. Orders 

6.1 At Market Order 

When a trade is placed, the contract will be bought or sold at the price the market is 

offering at that instance. This means that if you place an “at market order” at 

0.83687 you could get filled at 0.83690. In other words, it will fill you at what is 

available. A “sell at market” will fill you at the ask price and a “buy at market” will fill 

at the bid price. 

6.2 Limit Order 

A limit order will only fill at the price dictated by the trader. To put it another way, if 

a sell order is placed at 0.83687, it is only possible to be filled at 0.83687. The risk 

of limit orders is that you may miss some trades. 

6.3 Profit Target or Take Profit (T/P) 

A profit target is a limit order that is set to be filled when a desired target is reached. 

This will exit you from the position. For example, if a buy placed at 0.92300 and a 

profit target is placed at 0.93000, then an associated limit order will be placed to exit 

the trade. 

6.4 Stop Loss (S/L) 

A stop loss is the same as a profit target however, it is designed to protect you if the 

market moves against your intended direction. 

6.4.1 Trailing Stop 

Some trend traders do not use a profit target. Instead, they use a trailing stop. 

These are usually calculated to a specified distance from price. The image below 

shows blue lines indicating a trailing stop. As the price moves higher, the trader will 

move their stop loss to the new price dictated by the blue line. See Figure 2. 
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Figure 2 

6.4.2 Time Stop 

While some stops can be placed to automatically execute through a trading platform. 

Other stops can be placed manually. One such stop is a time stop. A time stop is 

executed by the trader when the price has neither filled the target or the auto stop 

loss. The theory behind this is; if a market moves in a sideways action, then it will 

break out. However, it is sometimes difficult to know which direction. See figure 3, 

AUDUSD congestion.  
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Figure 3 

6.4.3 Stop Run 

A stop run is caused by many stop-loss orders bundled behind price. For example, 

considering a long position, as seen in Figure 6, many other traders will have similar 

stops in place, some with tight, medium and wide exit orders. When the rally starts 

to exhaust, and buyers become thin, the bears start to become more dominant. Not 

only that, the stop losses that are being trailed get hit beginning with the tight stops 

resulting in price being forced down to the medium and then the wider stops. 

6.5 OCO Orders 

Placing several orders at once requires the One-Cancels-Other setting to be applied. 

This is necessary to cancel one order when the other is hit. If this is not applied, 

when either the profit target or stop is executed then the other will remain active.  

 

6.6 Placing P/L and T/P using Meta Trader 

 

Once you have placed an order, you can then place the S/L and T/P. Make sure your 

“terminal” window is showing then, double-click on the T/P amount on the trade just 

executed. This amount should read 0.0000. A “Modify Order” window will appear. 

Here, place levels for your T/P in the blue section and S/L in the “Levels” section. 

Note: the amount should be in increments of 0.1 of a pip, i.e. 20 pips = 200. Click 

the “Copy as” button. Note: this will put the S/L and T/P the defined distance away 

from current price, not entry. To correct this re-open the modify window and 

calculate it’s price from the entry price shown in the top bar. 
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Exercise 

Place in the empty fields a stop loss of 20 pips and a profit target of 10 pips. Using 

the entry level on the top bar, then enter the stop loss and profit target price in the 

related “Copy as” field.  

 

 

Activity 

Download the trading platform and practice placing orders. 
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7. Probability 

Figure 4 shows a snapshot of the AUDUSD where price action clearly moves up and down. As 

traders, we want to try to pick a trend - top or bottom of the market - so we can either buy or 

sell to catch the move. There are a number of ways to have a high probability chance to predict 

the turns and trends using technical analysis indicators. 

 

Figure 4 

7.1 Trading Primer 

Trading is not about predicting a winner or letting a loser go by on 1 trade. It is 

impossible for anyone to predict the future; however, there are certain patterns in 

the market that can help us profit over a longer period. A trader needs to develop 

what is called an edge. An edge is a system that gives a probability of success which 

is in the favour of the trader. In other words, just as a casino has a higher 

probability of winning over the assembly of gamblers, a trader needs to have a 

similar edge. The immutable law of trading states that you must be able to take a 

loss. It is impossible to have 100% success. 

Probability Example – pretend you had a formula for winning a game 65% of the 

time. Every time you win, you receive $100 and every time you lose, you pay out 

$100. Therefore if you played 100 times then you would have won $6500 and lost 

$3500. Your profit would then be $3000. 

Something To Think About: if on the same example you still won 65% of the time 

however you won $150 and only lost $25 each time you played then the result 

changes dramatically. For the 100 times, you played you would have won $9750 and 

lost $875. This leaves you with $8875. 



 - 17 - 

8. Trade Strategies 

Trade Strategies can be used if using multiple contracts. For example, a common 2 

contract strategy uses a set profit target and stop loss for the first contract and just 

a trailing stop for the second contract. This allows the trader to benefit from a win on 

the first contract and also benefit from a potential trend. The downside is if the 

market Whip Saws it can stop your second contract prematurely creating a 

breakeven or even a losing trade. However, this is good to keep in mind for reducing 

risk. 

9. Backtesting 

Historical data helps a trader develop an edge or system. A system will consist of a 

set of rules: entry (based on your indicators), exit strategy (stop loss or profit 

target) and money management. By backtesting, patterns can be found that repeat 

throughout the past. Creating a trading strategy can begin by finding a reoccurring 

pattern that has a high winning percentage. 

9.1 Win-Loss Ratio 

Win/loss ratio tells a trader the percentage of times trades win in a system. This 

ratio is calculated by (Wins/ (Loses + Wins)) x 100.  

For Example, if a system wins 5 times and losses 2 times the win/loss ratio will = 

71.42%. Needless to say, the use of a large data sample for testing is better. You 

will never get an accurate representation of a system using limited data. 

10. Different Traders Trade Differently… 

10.1 Trend traders  

Trend traders trade longer time frames and are generally in the market for long 

periods of time and may argue that their win/loss ratio is low, say 30%-40%. 

However, when they win, they win big and this compensates for their losing trades. 

10.2 Swing Traders  

Swing traders tend to be in the market for a medium amount of time and take 

smaller movements and have a higher level of success, usually around 60%-70% 

win-loss ratio. This style of trading is healthier on psychology and is more suitable 

for new traders. 

10.3 Scalpers  

Scalpers are traders looking for even smaller movements and are usually highly 

leveraged and have a win/loss ratio of up to 85% 


