REVOLUTION IN COWABUNGA – “CABLE HONEY”
This system can be found in www.babypips.com , originally created by bigpippin. After further research, I had add-on some trading conditions to maximize our trading profit and at the same time eliminate fake out entries. Since I had make a revolution in the system, hence I’d like to rename this system, so I called it “cable honey”. (Sounds sexy right, it was my teammates’ idea)
Highlights:

· This system is not  perfect for all currency, this article is specially tailored made for GBP / USD

· This system can be categorized under intraday trading method; normally I use H1 to provide me the signal to trade within a day. On average, 2 signals will be generated by H1, it normally occurs during London hour and New York hour.
· The signal we get from H1 is consider more accurate than other shorter time frame, it helps to filter “noises” or “fake out”.
· Whenever we saw signal from H1, we must double check its validity by M30, M15, M5. If all these time frame pointing at the same direction, then this signal will be consider valid.

Chart settings:

· Use H1 as main chart, supported by M30, M15, M5
· 5 EMA applied to the close – yellow 

· 10 EMA applied to the close – blue
· To set up EMA in Meta Trader platform, go to INDICATORS – TRENDS – MOVING AVERAGE , then choose EXPONENTIAL and applied to CLOSE
· Slow stochastic (10,3,3), mark 20 / 80 as overbought and oversold zone
· RSI (9), mark 50 as middle line reference
· ADX , Average Directional Movement Index (9) , parameter color = grey ; +D1 = yellow; -D1 = red, mark 20 as reference level
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Figure 1: chart setting
CHAPTER 1: SPOTTING TRENDS
We need to have an overall picture of where the market will be heading to before we can do any trades. Spotting trends need much more patience as you could imagine of, market are tricky enough to confuse you with all sort of fake signals.

Well, as usual, I can’t promise you we may get 100% accurate on the guessing, but somehow with the help of cable honey, we’ll able to get about 85% of accuracy about market movement.

First we must look at the 2 EMA lines.

IF THE 2 EMA LINES CROSSED
For Long entry:
· 5 EMA cross above 10 EMA ( yellow line cross above the blue line)

· Slow stochastic heading up ( but not in the overbought zone)

· RSI > 50

· Stop loss set to be the recent swing low 
· Contingency closing:

I. If you happened to saw market form another cross with sign showing it is changing direction.

II. If you saw the EMA lines are actually ‘open mouth’ and it doesn’t form a solid cross as what we projected.

· TP need to refer back to the table 1.

For short entry:

· 5 EMA cross BELOW 10 EMA ( yellow line cross below the blue line)

· Slow stochastic heading down ( but not in the oversold zone)

· RSI < 50

· Stop loss set to be recent swing hi ( OR you may baby sitting it, once you see another cross is forming, that would mean changing  in trend, and you need to close your postion.)

· Contingency closing:

III. If you happened to saw market form another cross with signal showing it is changing direction.

IV. If you saw the EMA lines are actually ‘open mouth’ and it doesn’t form a solid cross as what we projected.

· TP refer to table 1
IF THE 2 EMA LINES TOUCH AND BOUNCE?
· Normally if we saw EMAs cross = reversal of trend

· If we saw EMAs touch and bounce (I called it tb) = continual of trends with greater strength

CHAPTER 2: HOW TO GET ENTRY POINT? 
If we have to wait the cross to be happened, we will miss the best point to enter.

You may go to back test.... sometime you'll find that if we really wait until it cross, it will be too far away.
So now....
We need some imagination; whenever you see the 2 EMA lines were very close together, we do a quick estimation by moving your CrossHair ‘+’ sign cursor over the line. Imagine where the cross is likely to occur. (Either a cross or a touch)
You need to re-estimate again, if the market move further pips away, will it form a solid cross (CR) or touch and bounce back (TB)?
The condition for crossing and T&B is different

TB happened when all time frame shows the same direction, but H1 show different view in slow stochastic. But remember, must see the EMA lines get closer and touch first, and then decide. You may estimate the long and short point by guessing, no need to count with mathematics formula.

And remember the 3 points: long, short, cross may be adjusted according to market condition.
HOW TO ESTIMATE C , L, S, LP
C = critical point , L = potential long, S = potential short, 

LP = projection of total pips movement, Landing point (end of trend)

· critical point, C will only be estimated when 2 EMA (5, 10) are touching together very closely

· when 2 EMA lines are very close, you move your cursor to somewhere middle ( but not necessary middle, this one you need to sit in front of laptop and see how EMA move) try to guess, what point this EMA will touch OR cross.

· if touching happen, it stands 50/50 chance -- it could be crossing (reversal of trend) OR it could be bounce (continual of trends)

· after estimate critical point, you need to imagine, if the market move away to what level, the 2 EMA will be a potential LONG, L entry OR potential SHORT entry, S.
· So when market hit either L or S, we need to double confirm the trend with M30, M15, M5. If all time frame showing the same direction, you may go for it.

HOW TO FILTER OUT FAKE OVERBOUGHT / OVERSOLD ZONE?

We often seen slow stochastic hiding in extreme zone, but in fact the price actually keeps on moving further hi or low. This is what I so–called fake extreme zones. ( we thought it is overbought / oversold, but in fact it wasn’t)
We need Average Directional Moving Index, ADX to help us to filter out the fake zones.

To filter fake overbought, you might need to check,

· The yellow line head up above 20 level
· The red line head down below 20 level
· The grey line head up above 20 level 
· If these 3 conditions fulfill, meaning, it was a fake overbought, you may go ahead with your long entry.
To filter fake oversold, you might need to check,

· The yellow line head down below 20 level
· The red line head up above 20 level
· The grey line head up above 20 level
· If these 3 conditions fulfill, meaning, it was a fake oversold, you may go ahead with your short entry
**special attention: grey line must be head up above 20 in either long and short. (To show strong signal)
CHAPTER 3: WHEN TO GET OUT? 
There’re 4 ways to close a position.

· TP – take profit.

· SL – stop loss

· TS – trailing stop

· CR – cross – reversal of trend

TP

We may need to estimate the total pips movement for the day by referring to the table below. Take 70% as your main reference pips movement. Let’s assume that we have long a position on monday and the cross is seen at 20010, hence your tp should be 20010 + 77 = 20087
	Pips
	monday
	tuesday
	wednesday
	thursday
	friday

	100%
	110
	121
	115
	147
	107

	80%
	88
	97
	92
	118
	86

	70%
	77
	85
	81
	103
	75


Table 1

SL

You may set to be the most recent swing hi or swing low.

TS

Use trailing stop to protect your profit and in case the market reverse.

CR

There’s one absolute rule we need to follow, if you saw the next cross is forming with solid reversal trend coming, you must close up your position.

CHAPTER 4: CASE STUDIES
 Here’s are some case study I record from H4.
Example (long entry)

[image: image2.png]12033: Crawn Forex Trading Station - [GEPUSD,H4]
Fle Viw Inset Chats Took Window Help

- & 1 | G- Wi oMs s M ML Hs D1 Wi M

‘GBRUSD 4 20130 20151 20174 20160

1) the cross happended on wed 29/08/2007
2) possible pip movement = 115

¥ 5 EMA cross above 10 EMA 3 expect to get 70% = 81 pips
4)TP = 20069 +81 = 20150

top ose)

Bring home 81 pips within first 4 - 8 hours

I#

och(103,3) 552941 516508

¥ Slow Stoc heading up

RoI) S48
v RSI>50

|
21 Aug 200751 g 16:00 32 g 0500 25 Aug 00:00 33 g 160024 Auq 0500 37 g 00100 27 Aug 1600 55 Aug 06:00 39 Aug 0000 55 Aug 16:00 30 g 0500 31 Aug 0000 31 g 16:00 3 Sep 051005 Sep 0000





By looking at the H4 chart, we notice that EMA lines crossed at 08:00 GMT 29/08/2007 Wednesday with 5 EMA cross ABOVE. Slow stochastic is HEADING UP and RSI is MORE THAN 50. We take this as valid buy signal.

The cross happened around market price at 2.0069. Hence our strategy will be:

· Buy at 2.0069

· Stop loss at 1.9959 (recent swing low)

· Take Profit 70% from projection on Wednesday = 81 pips

· TP = 2.0069 + 0.0081 = 2.0150

· Results: we achieve our target profit 81 pips within the first 4 hours ( 1 bar )

Example (short entry)
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By looking at the H4 chart, we notice that EMA lines crossed at 0:00 GMT 28/08/2007 Tuesday with 5 EMA cross BELOW. Slow stochastic is HEADING DOWN and RSI is LESS THAN 50. We take this as valid short signal.

The cross happened around market price at 2.0016. Hence our strategy will be:

· short at 2.0016

· Stop loss at 2.0194 (recent swing hi)

· Take Profit 70% from projection on Wednesday = 85 pips

· TP = 2.0016 - 0.0085 = 2.0101

· Results: we achieve our target profit 85 pips after 20 hours ( 5 bars )

These are the examples on H1
Long entries: CROSS EMA
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Figure 2
This case happened on thursday 27.09.2007 0300 GMT. EMA lines cross up with yellow EMA head above, supported by slow stoc (head up, not in overbought), RSI head up > 50 level. Since slow stoc is not showing overbought, hence we don’t need ADX to filter.
 C = 20153 , 70%LP = 20153 + 103 = 20256 
Long entries: Touch and Bounce EMA
[image: image5.png]12033: Crawn Forex Trading Station - [GEPUSD H1]

Chat

enders | |1

MioMs s MM He D1 Wi m

‘GBRUSD,HI 2.024 20247 2024120285

EMA touch & bounce up, T8

Stoch(10,33) 38,2550 553330

Slow Stoc head up, inside overbought zone

RIS 7 8417

RS head up

ADH(S) 342722 +DI218567 DL 0124





Figure 3
This case happened on friday 21.09.2007 0800 GMT. EMA lines touch and bounce , tb with yellow EMA head above, supported by slow stoc (head up,  inside overbought), RSI head up > 50 level. ADX filter out the fake overbought zone by showing a strong long signal supported by yellow line head above 20 level, red line head below 20 level, grey line head above 20 level.
C = 20100 , 70%LP = 20100 + 75 = 20175
Short entries: Cross EMA
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Figure 4

This case happened on thursday 13.09.2007 2000 GMT. EMA lines cross down with yellow EMA head below, supported by slow stoc (head down, not in overbought), RSI head down < 50 level. Since slow stoc is not showing overbought, hence we don’t need ADX to filter.
 C = 20288 , 70%LP = 20288 - 103 = 20185

Short  entries: Touch and Bounce EMA
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Figure 5

This case happened on monday 24.09.2007 2300 GMT. EMA lines cross down with yellow EMA head below, supported by slow stoc (head down,  inside oversold), RSI head down < 50 level. . ADX filter out the fake oversold zone by showing a strong short signal supported by yellow line head below 20 level, red line head above 20 level, grey line head above 20 level.

C = 20209 , 70%LP = 20209 - 77 = 20132









