Support and Resistance

The aim of identifying areas of support and resistance is to find areas at which there are likely to be sufficient market participants to move the market in your favour should your edge set-up.  On an intraday basis we are looking to identify the areas where the big/institutional/smart money waits to act.

We know that the market moves between areas of support and resistance, and there is no doubt that cluster areas offer the best chance of market swing points.  This Trading System/Methodologyl is essentially a swing trading system that looks to identify hgh probability intraday swing points be them reversals/against trend or re-entries to a trend.  

As part of my Daily start-up routine, I compile what I call my Support/Resistance Roadmap, wich forms the basis of my trading for that day/session;as follows

Take 2 sheets of A4 and divide into 4 columns.

a. On Sheet 1 in column 1 (far left) mark the daily pivot at bottom of the column up to  daily R1 R 2 and R3, similarly on Sheet 2  in column 1 (far left) mark the daily pivot at top of the column then down to daily S1 S2 and S3.

b. In column 2 marke the significant swing highs and lows on the 1hr and 4 hr chart and if hit and held more than  once (like a double top or bottom for eg...)  mark as x2, x3 etc...  Where for example a swing low failed to take out the last swing high I bracket these as they represent a potentially weaker previous swing hi or lo.

The intraday swing highs and lows are marked by me by way of the cross hair tool on my 30min chart.

c. In column 3 mark the previous Daily highs and lows  as well as any significant fibs, any updates from tech analysis in my newsfeeds etc, (MNI etc...) as well as the weekly and monthly pivots residing 200 up and down from where price is currently.

d. In column 4 I record the bids/offers as reported by my broker and /or other sources.

The 1min chart shows the daily pivot and Daily R4 to S4, as well as the cam pivots H3 and L3 with cam targets of H4 and H5 and L4, L5 that are targetted on an H3 or L3 breakout (according to camerilla theory)  There are also the miidpivots (M1 - M5) as well as the Fib pivots  FS1, FR1 etc...)  The FS, FR, M and H and L cam pivots are all 'minotr pivots' and I would not use them in their exclusivity in determining whether an area has support/resistance potential. 

The 5min chart houses the weekly pivots as well as the fib retraces and expansions of the previous day's range, and again I class these as minor pivots , as I do the Mthly pivots, with the possible exception of the Fib expansions and retraces.

So we have every sensible measure of support/resistance likely to be noted by the majority of the market….and by using this methodology you can see at a glance reading across the columns, where the strongest aeas (clusters) of support/resistance/sbr/rbs are likely to be. 

Consistent with the set-up entry and application rules for trade entries. I am looking to identify the stronger/est cluster areas of support/resistance and then see if when price reaches such a level whether a set-up presents itself, for a high probability trade entry opportunity.

Insofar as SBR / RBS is concerned,  consistent with the set-up entry and application rules for trade entries if a level of support/resistance is breeched and exceeded, this level could well offer resistance/support if a retrace occurs following the breech and these areas play very well particularly if they coincide with another reason for former support/ consistent with the set-up entry and application rules. Fib retraces of course are another possible area for re-entries to any trend.

Any previous swing hi's and lo's tell us where support and resistance actually resided.

My preferred MT4 chart price feeds are mig, alpari and fxdd and you can use all these feeds on one MT4 charting download by inputting the server details to the Tools>options tab, or alternatively have 3 separate downloads of MT4 charting.  

Please note:

alpari is the preferred price feed, but always have a back-up.  Remember that mig includes the Sunday candle so on Mondays the pivots may not be in the right place.  You can either take this data out of the History centre (Tools>History Centre) or use alpari or fxdd on a Monday.  .

To use the alerts go to View>Terminal>Alerts (or press CTRL & T) and then right click on the tab to create an alert.

I tend to use them just shy of supp/res cluster areas or sbr/rbs areas in case my attention is elsewhere when the levels are reached.  In this way you are ensuring that you are looking for the trading (that adheres to the entry set-up and application rules) at the highest probability areas of supp/res.

