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Disclaimer

No income guarantees or promises of any type are being made. Your results will vary due to
circumstances that are outside of our control. While utmost care has been taken to endure
that all information provided has been tested up to the time of writing, all websites, products
and services mentioned are provided, as is, without warranty of any kind. The author does
not warrant, guarantee or make any representations about the use or results of the use of the
websites, product, services or resources in this book. The reader acknowledges that the
content provided here is for informational purposes and that risk of business failure is based
on the strategies and plans devised and executed by the readers themselves. The entire risk
as to the results and performance of these websites, product and services are assumed by
the reader. The reader thus agrees that the author and publisher are not responsible for the

success or failure of readers’ business decisions relating to any information provided.
This covers all information in this book, and no further information provided within this book

or through correspondence with the author or publisher on any platform is intended to

supersede this disclaimer
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Thereis a free lifetime update for
this book whenever there is a
new revision of this book.

Please spend 5 minutes of your time
to sign up for this update here.
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Chapter 1. Why Forex Trend Line Strategy?

Thks for purchasing a copy of my forex trend line strategy and | am sure that you will learn a
lot from this book. What you are going to learn in this book takes me years of practicing and
fine tuning to formulate. However what you learn in this book is not restricted to just trading
the forex trend line strategy; in fact, you will be able to use what you have learned in this

book to improve the accuracy of any trading strategy.
So Why Did | Formulate This Forex Trend Line Strategy?

Trend line forms the foundation to a good technical analysis. The purpose of drawing trend
line is to show you areas of support and resistance where the bulls and bears fought with
each other. With this information, you can better decide whether you should buy or sell a
currency pair. Being a technical trader, you must definitely know how to draw a proper trend
line that can help you in your trading. Similarly drawing an incorrect trend line can prove to

be a disaster for your trading as well.

As | continue to explore into trend lines, | find out that not all of them are equally strong and
there are some that are worth noticing while there are some that are totally useless. Since
then | decided to find out how to identify those that are more significant and then use them in

my trading. Therefore this is also what you are going to learn in this book.

Some of you may find trend line drawing too basic to learn but it is usually things that appear
to be basic which cause you your hard earn money. Most people thought that trend line is all
about connecting various swing highs or swing lows. In fact, there are a lot of ways you can
make use of trend line in your trading and this is exactly what you are going to learn in this

book.
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Problems With Trend Line

If you have read about trend line and have tried using them in your trading, you will discover
one major problem with it. You will often encounter situation where you enter a trade after
seeing the price breaking the trend line and minutes later, you started to see the price
moving back to breakeven and slowly towards your stop loss and eventually stopped you
out. These are what | usually called Fake outs which is the fake movement of the market

luring us to enter a trade and then reverse to stop us out.

Trend Line Fake Out

Trend Line
Break

MH “"**ll

Trend Channel Fake Out
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Fake Out er * i
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Fake Out *

Candlestick Pattern Fake Out

In fact, this has happened to me numerous times when | am new to trading. | started to study
ways to minimise losses due to fake out as | understand that there is no way we can totally
eliminate losses in trading. If you are serious about trading for a living, you will have to

accept the fact that losing is simply part of the game.

There is no strategy on earth that can produce 100% winning and if you ever encounter
someone telling you that, he or she is bound to be a liar or simply a marketer who is out to rip

you off.

How To Overcome Fake out?

After trading for years, | have finally found a way that can be used to prevent myself from
trading fake out and this has helped me to grow my account over time. In the later chapter on
Page 25, you will be taught the exact technique that | have used to prevent fake out in

trading and you can also apply them to your trading as well.
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Another Problem of Trend Line

Now that we have solved a major problem of trend line, another problem faced by new
traders is their inability to draw the right trend line. Sometime | see people drawing trend line

wrongly and then blame that it is not useful at all.

Indeed it is not easy to draw a correct trend line as | am once faced with the same problem
before. After attending online courses and reading forex books, | have found a way to draw
the most dynamic and accurate trend line. Do note that | am not the one who has invented

this way of drawing trend line; | am just using what he has taught and decided to share with

you in this book.

With that technique, you will be able to draw the most recent and correct trend line with ease

every time without fail.

So How Does The Trend Line Strategy Works?

With the forex trend line strategy, you will be taught how to draw short term, medium term
and long term valid trend line. All these trend lines are significant trend line that the price will

definitely respect.

With these trend lines, you will then be taught how to validate each trend line break and
where to enter your trading position. At the same time, you will be taught where to place your
stop loss and the target profit for each trade. For the target profit, | will teach you a powerful
way to do price projection every time you see a valid trend line break and this is where you

are going to take your profit.

I must say that this is a powerful trading strategy that | have been using for quite some time
and it has been producing results and that is why | decided to write this book to share with

you guys this strategy.
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Is It Really Profitable?

The most important thing about this strategy is the risk reward ratio. With this strategy, you
will sometime be able to grab high risk reward ratio. If you have been reading my blog, you
will understand that | am a fan of risk reward ratio as that is what exactly separates winners

from losers.

With a high risk reward ratio, you will be able to make money from forex in the long run.

For Example:

If you are always placing a stop loss of 20 pips for every trade that you enter and take profit

at 80 pips, you are actually trading with a risk reward ratio of 1:4.

If you trade 10 trades every month and loses 5 of them. You may think that you only manage
to breakeven. YOU ARE TOTALLY WRONG. With a risk reward ratio of 1:4, you are making

a good profit every month.

Your Profit Per Month (Based on 5 winning trades and 5 losing trades)

5 x 80 =400 pips

Your Loss Per Month (Based on 5 winning trades and 5 losing trades)

5 x 20 =100 pips

Total Pips Gain =400 — 100 = 300 pips

If you are trading with a standard account, you are making $3,000 USD per month for a

strategy with 50% winning accuracy. Imagine you are trading a strategy with 60 to 70%

winning accuracy; you are definitely going to make more.
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After learning this strategy, you will need to put it into practice with a demo account first so
that you are familiar with the setup and execution. Practice it until you are able to profit

consistently from this forex trend line strategy before switching to a live account.

So now that you know what is ahead of you in this book, we shall begin with this forex trend

line strategy.
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Section 1

Trend Line Analysis
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1.1 What are Trend Lines?

A trend line represents a supply and demand among traders. According to Wikipedia, A trend

line is a bounding line for the price movement of a security.

A support trend line is drawn by connecting several swing lows and a resistance trend line is

drawn by connecting several swing highs.

Example of Support Trend Line:

- Support Trend Line

A resistance trend line is drawn by connecting several swing highs

Example of Resistance Trend Line:

Resistance Trend Line

Copyright © Kelvin Lee
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So first of all, let me go through with you how to locate a swing high and swing low before we

start to draw a trend line.

Swing high is basically an N-shaped formation with several candles on the left and right side

of a single high candle.

11.3675

111

11.3625

1.36150

11.3600

!

11.3575

N-Shaped Swing 2

—1.3550

Swing low is basically a V-shaped formation with several candles on the left and right side of

a single low candle.

V-Shaped Swing
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However we are not interested in all swing highs and lows when drawing a trend line, we are
only looking out for those that have more weightage as this will produce trend line that is

more significant. Below is the level of weightage for each formation

Big Swing

Weak Swing Medium Swing

I
“illlm'* Wi i*

Once you have identified all the medium to big swing highs or lows, you can start to plot your
trend line. There are 2 types of trend lines you can draw and we will be going through all of
them in this book. They are

- Conventional Trend Line

- Tom Demark Trend Line
You need to have a good knowledge of these 2 different trend line drawing methods as you

will need to combine them to have a better trading experience.

Fone)(«fj/mﬁ

Copyright © Kelvin Lee 13


http://forexwinners.net/

ForexTrendLineStrategy.com

1.1.1 Conventional Trend Line

A conventional trend line is also known as a common sense trend line. The conventional

trend line consists of 3 types of lines mainly

-Long Term Trend Line (BLACK)

Compress Time Frame P
. ! | lane4n
[Ty

Long Term Tramd Line

The long term trend line is drawn over a longer period of time. Due to the higher weightage of
each swing high or low, the long term trend line will usually have more power than the
medium and short term trend line. This means that the price will most probably bounce off

the long term trend line for the first few times before it can break through it.

- Medium Term Trend Line (BLUE)

It Lomg Term Trend Line
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The medium term trend line is simply part of the long term trend line. From the last point of
contact of the long term trend line with the price, you can draw a medium term trend line. As
compared with the long term trend line, the medium term trend line passes through lesser

candles and thus has lesser weightage.

- Short Term Trend Line (RED)

Short Term Trend Line

Medium Term

The short term trend line is the most recent trend line and you will be using it to trade most of
the time.

Some of you may think that the long term trend line must be drawn from a higher time frame
and short term trend line is drawn on a lower time frame. In fact, all the long to short term

trend lines are drawn on the same chart.
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The difference between the various types of trend lines lies in the number of candlesticks or
period that the line passes through. For long term trend line, it has to be drawn over a longer
period of time while the short term trend line is usually drawn over a shorter period of time.

As for the period to draw, there is no specific guideline you should follow.

Rules for Conventional Trend Line
B The Best Trend Line Is One That Connects The Most Swing Highs or Lows
B Once The Support Trend Line Is Broken, It Will Turn Into Resistance Trend Line

B Once The Resistance Trend Line Is Broken, It Will Turn Into Support Trend Line

Steps to Drawing Your 3 Types of Conventional Trend Line

Step 1: Shrink your selected time frame to a smaller size until you see the start of your current trend.
If the currency pair you are trading is currently in an up trend, you simply have to shrink your chart
until you can see the beginning of the up trend.

Example: (EURJPY 15 Minutes Chart)

Presbous Trend
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f
i\ N
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Cunent Trend
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Step 2: If you are in a down trend, look for major swing highs and if you are in an up trend, you should
look at the major swing lows. (To draw a strong trend line, you need to have at least 3 points of

contacts which means that you need at least 3 swing highs or lows)

. Wb
are ﬂvf WPy ‘W’
&H‘II | ‘RW i I*‘*;HI o

Swing Low 1 .L ‘h | “ﬁ }%lrh ﬂ"
pf‘H'J“J' y! M"‘Lll ﬂﬂgw

M |
Swing Low 2 and 3
&) *

mﬁtﬁﬁ 01/07 12:30 05707 08:15 0707 03:15 08/07 22:15 12/07 18:00 1407 13:00 1607 08:00 20707
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Step 4: Expand your selected time frame and look for major swing high or low after the last point of

contact for the long term trend line.

/ fllv Ir,,{Hlml- '\‘ﬂ f\”an
lﬁr VAN |
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Fﬂm&bw 0L/07 12:30 05/07 08:15 07/07 03:15 0807 22:15 12/07 16:00 14/07 13:00 16/07 08:00 20/07 03:45

Step 5: Connect those swing highs and lows that you have found in step 4 and you will get your

medium term trend line

Medium Term Trend Line

X

Long Term Trend Line
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Step 6: Look at your recent candlesticks and draw the necessary trend line and that will be your short

term trend line

113.128
113.00

112.056

LiIL.U

111.00

110.00

109.00
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1.1.2 Tom Demark™ Trend Line

The Tom Demark™ trend line is in fact created by a professional trader name Tom Demark.
He has written a book to talk about it and you can find it at the last page of this book. When
he is trading, he used to communicate with his partner through the phone and every time
when they talk about trend line; he finds it very hard for them to be talking about the same
trend line as the conventional trend line is very subjective. Every trader can draw different

conventional trend line as everyone of us sees thing in a different way.

Therefore he tries to study ways to draw trend line that does not depend on the individual
point of view and he came out with Tom Demark™ (TD) trend line. It is a very dynamic trend
line as it will change with the market movement and this gives the trader the most recent line

to trade with.

Compared to the conventional trend lines, this TD™ trend line is more systematic and not

based on common sense or personal judgement.

Steps to Drawing Your TD™ Trend Line:
Step 1: Pick 2 most recent swing highs or lows (For TD™ trend line, the swing high and low needs

not be major. It is simply the most recent swing highs and lows)

Most recent 2 swing highs

H I TH
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Step 2: Connect them and you will have your most recent TD™ trend line

Ii
J +‘Hl
W*l j

TD Trend Line

Ty l

il

As more new candles are formed, the TD™ trend line will change and you have to constantly

follow up to get the best result.

More Examples on TD™ Trend Line

I

i
i

Most Recent
Swing Low

T

145.00

144.00

143.00

142.00
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l — 145.00
] =
Old TD Trend Line \ I i 4
T %

Wﬂi i 'uulw

ii |'" :‘143.53
l ]

}1 " hﬁl' —143.00
| 4 Vot

ll 4 ! —142.00
New TD Trend Line New Swing Low |

With the Tom Demark™ trend line, it's time to combine it with the Conventional trend line to
get better result. The TD™ trend line is only used to draw the short term trend line but the
way to draw the medium and long term ones stay the same. Do note that the TD™ trend line
will constantly change as new swing high or low is being formed. Although it is pretty tedious
to have constantly draw new trend line, it can give you the best and most recent trend line to

trade with.
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1.2 How to Determine The Strength of Your Trend Lines?

Knowing the strength of the trend line that you have drawn can be beneficial to your trading.
If the trend line that you have drawn is strong, there is a high chance that the market will

respect it and get repelled by it when it touches the line.

Drawing trend lines that are insignificance is equivalent to not drawing any trend line. You will

find that the price usually does not respect these levels and therefore it cannot be used to

help you in your trade.

Below is how you can determine the strength of the trend line

Number of times the trend line has been touched a The strength of the trend line

The more time the trend line has been tested by the price, the stronger is the line and the

more likely it will be able to hold!

Example: (Strong Trend Line)

Strong Trend Line

Tested Mumerous Times
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The strong trend lines are usually used as exit or entry position. Most traders enter a trade

when the price successfully breaks through the strong trend line (Do take note of fake out

which is very common in trading, | will go through with you in the later section of the book on

how you can minimise the impact of fake out to your trading account) and exit their position

when the price hits the strong trend line.

Example of Fake out:

Trend Line
Break

Example of Fake out:

In both of the examples, you can see the price breaking
out of the trend line making you think that the breakout

has occurred.

After a few candles later, the price reverses and stops

you out.

Fake QOuts
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1.3 How to Confirm a Trend Line Break

The best way you can validate a breakout of trend line is through the use of MACD indicator.
The MACD indicator is made up of a MACD line, a Trigger line and a histogram that shows
the difference between these 2 lines. For the confirmation of trend line, you simply have to
make use of the default MACD setting in your trading platform and you can adjust the

sensitivity to suit your trading style.

In order to validate a breakout, you must make use of the histogram of this indicator. When
you see the price breaking below a trend line, you should check your MACD to see if the
histogram flips to the downside. If it did not, this is usually an indication that the breakout is a
fake out and you should refrain from entering a trade. If the breakout is validated by the
MACD flipping to the other side, you can then enter a trade. Do not rush into a trade when
you see the histogram flips to the other side and you should always wait for the second bar
to be formed on the MACD before confirming the flip over. There are times where the
histogram may flip to the other side but eventually flip back up in the end invalidating your

breakout.

Example of Validated Breakout: (GBPJPY 30 Minutes Chart)

T
vl I I m\ _'lm
i

Trend Line Break

| T B e el i T -S>
| 5:30 12072010 20:00)

Validate By MACD .
Histogram Flip

el o
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After the trend line break has been validated, the price moves back to retest the support
trend line and then moves up.

Example of Validated Breakout: (GBPJPY 30 Minutes Chart)

—136.00
—1135.226
ﬂ' —135.00
I “134.828
Price Moves Back To ' .|.. i
Retest Trend Line ! % -
—134.00
—133.00
- 1 | - | | 1 1 | | | 1 | PN IR TN A T | I
30 22: 301807 Z00°025530) 5 : 30 12:30 19:30
Breakout Confirmed By MACD ]
Histogram Flip Over -
—0.00
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Example of Fake out Captured by MACD: (GBPJPY 30 Minutes Chart)

MNo Flip of MACD
| N J_.'.

20/06 13:00

23754

135.00

_[134.776
[134.389

134.00

0.25

0.00

-0.25

Price Moves .
Back Above B
Trend Line

You will be stopped out if you
have entered a trade at the break
of the trend line

21/06 04:00

136.101
136.00

135.00

134,791

154.00

0.00

You can also apply this technique to triangle breakout or any other breakout strategy. Fake

out is sometime that is very common in trading and you must definitely try to minimise your

losses due to it. Although this method is able to help you minimise your losses due to fake

out, it is not possible to be accurate 100% of the time. There is nothing 100% about trading

and you simply have to accept losses as part of the game.
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1.4 How to Do Proper Price Projection

Now that you know how to draw conventional trend line and Tom Demark™

trend line, you
are now able to plan your entry using the trend line. However a trading plan is never
complete without a properly planned exit strategy, you can have the best entry technique but

you will continue to struggle in your trading if you do not know when the best time to exit your

strategy is.

From the moment you enter a position until you exit it, it is a complete cycle and you have to
make sure that you have it all plan out if you want to win most of your trades. The main
reason why most traders are losing despite them having a good strategy is because of their
lousy exit plan. This is one section that most traders tend to neglect and this is what we are

going to talk about in this section of the book.

The beauty of trend line is that it allows you to do some price projection which can help you
to know when you should exit your position. There are a total of 2 price projection techniques
that | will go through here so that you can make full use of all of them to perfect your trading

plan.

First of all, let us go through the price projection technique that | always use for trend line

break trading.

Here are the steps:

Step 1: Draw a TD" trend line

Step 2: For a downward breakout, you should project a vertical line from the top of the highest candle
within the trend line to the trend line. For an upward breakout, you should project a vertical line from
the bottom of the lowest candle within the trend line to the trend line.

Step 3: From the point of breakout, place the line you have projected on Step 2 to see the projected

movement of the price.
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Example: (USDCAD Hourly Chart)

Step 1: Draw a TD" trend line

—11.0400
1.03733

1.0350

1.03291

1.0300

[ 1.0250

TD Trend Line

I|I|I|||I|I|l|||I|I
11/06 01:00 12:00

0.0050

0.0000

Step 2: Project a vertical line from the top of the highest candle within the trend line to the trend line.

Projected = ——"
Vertical Line e
103553
I 1.U35U
I 1.03204
-*T i —1.0300
—!1.0250
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Step 3: From the point of breakout, place the line you have projected on Step 2 to see the projected

movement of the price.

—: 1.0400
| -3 i_032ch
-1l.03428
| I 4
-*T i —_1 2000
1.02926
Projected F'rir.:%_______....* il
Target &
—1.0250
1 I 1 I 1 I - 1 | 1 I 1 I 1 I 1 | 1 I 1 I 1 I
16/06/201020:00/01 : 00 12:00
Validate By MACD Histogram Flip Hi P

See how the price moves after that

—: 1.0400
—: 1.0350
“l1.03146
—1.0300
—|1.02880
—: 1.0250
See how the price moves to the =
target projection and reverse G
1 I 1 I 1 I 1 | 1 I 1 I 1 I 1 | 1 I 1 I 1 I 1 | 1 I 1 I 1 I 1 | 1 I 1
) 11/06/2010 01:00 12:00 13/06 23:00 14/06 10:00
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The above is a more conservative method of price projection and | sometime may go for
more adventurous projection which will give you more profit but at the same time increase

the risk of price moving back to take back all the profit you have accumulated.

Here are the steps:

Step 1: Draw a TD" trend line

Step 2: For a downward breakout, project a vertical line from the top of the highest candle within the
trend line to the lowest point of the trend line. For an upward breakout, project a vertical line from the
bottom of the lowest candle within the trend line to the highest point of the trend line.

Step 3: From the point where the price broke out of the trend line, place the vertical line and you will

get the projected movement of the price.

Example: (GBPCHF 15 Minutes Chart)

Step 1: Draw a TD" trend line

*!I -:51.50345

l*T +“>—' ++ i I __ s
TH‘T, w el
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Step 2: Project a vertical line from the bottom of the lowest candle within the trend line to the highest

point of the trend line.

Highest Point

Projected Vertical Line

1.6050

1.6000

1.5950

—10.0025

0.00076

0.0000
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Step 3: From the point where the price broke out of the trend line, place the vertical line and you will

get the projected movement of the price.

Daring Projection |

Conservative 2
Projection _l1.61009

Trend Line Break |
—:1.5050
*' l*T +Jw —1.6000
! —:1.5950

| | | M| | 1 | P N TR A T Y | PR I T T |

B8 07:00 09:45 12:30

Validate By MACD Flip —0.0025
—:n.unnn

See how the price moves after the validated trend line break

Hits The Projected Target =

!
"I..i_g++T'T"+‘l

115 0545 12130 15:15 18:00

]
50

l |

1.5550
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With the price projection techniques, you have already learned a good exit strategy for your
trade. In the next section, | will be sharing with you 2 trend line trading systems that you can

put to use in your trading.

Copyright © Kelvin Lee 34



ForexTrendLineStrategy.com

Section 2
Trend Line

Trading System
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2.1 How You Can Trade Using Your Trend Lines?

Method 1: Multiple Trend Lines Trading System

This is the part where you will be most interested in as | will be showing you how | use
multiple trend lines in my trading. For short term trading, you can make use of your short
term trend line for entry purpose. Whenever you see the price breaching the short term trend
line, you should immediately check whether it is a valid breakout using the technique taught
in Section 1.3. If it is indeed valid, you should then enter a trade in the direction of the

breakout.

As stated in Section 1.4, a strategy is not complete if you do not have a clear exit point. For
this trading system, you can then use the medium term trend line as an exit target as the

price will most probably respect that trend line and get repelled by it.

Example: (EURUSD 15 Minutes Chart)

Breakout of Short Term ! 1
Trend Line

Price Hold By Medium
Term Trend Line
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In addition, you can also use the medium term trend line as an entry signal. When you see
the price breaking below the medium trend line, you can make use of the long term trend line

as your exit target.

Example: (EURCHF 15 Minutes Chart)

Breakout

jwrd

Lomg Term Trend Line

{

[N m f 4

[y I | e
‘ " |l-'I byt m, |

| Breakout

Medium Term Trend Line
Breakout

See how the price breakout of the short term trend line (RED) and then moves toward the
medium term trend line. After the price hovers around the medium term trend line (BLUE), it
eventually broke through it and then moved toward the long term trend line (BLACK).
Similarly, you can see the price hovering around the long term trend line before breaking

through it.

From the above example, it shows that you can make use of the medium term trend line and
long term trend line as your exit target. This technique can be combined with swing trading
and breakout trading. When you enter a swing trade or breakout trade, you can use the

medium or long term trend line as your exit position.

Copyright © Kelvin Lee 37



ForexTrendLineStrategy.com

Method 2: Support Turns Resistance Trading
The second system that | want to share with you is the support turns resistance trading
system. If you have been looking at the forex movement, you will find that the price often

bounces off past resistance or support.

This is because when a price moves past a resistance trend line, the resistance trend line will
immediately turns into a new support trend line and you will most of the time find the price
coming back to retest this support trend line. If the new support trend line is indeed valid, the
price will bounce off it and if the price cuts below the new support trend line, it will be

considered as an invalid support and you have to find and redraw a new trend line.

Example of Invalid Resistance: (GBPCHF Hourly Chart)

Resistance Trend Line Resistance Turns Into
Support Trend Line

Breakout

i
TJ****+*+IiI¢ IW-

Price Moves below the
new support trend line to
invalidate it
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The above demonstrates an invalid resistance turns support and below | will be showing you

a valid support turns resistance and how you should trade this pattern.

As what we have gone through above, when the price breaks below or above a trend line, it
will most probably move back to retest the trend line. Let’s take for example that the price
breaks below the support trend line. At the point of breakout, the support trend line has
turned into a resistance trend line. As the price moves down, it will eventually moves back to
retest the new resistance trend line before it moves to its full projection. Below is an example

of valid support turns resistance.

Example of Valid Resistance: (GBPCHF Hourly Chart)

Trend Line

' l\ xuﬂ

'Ti Turns into Resistance

Breakout

h‘ Support Trend Line
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For this trading strategy, you can always wait for the price to come back to retest a trend line
before you enter a trade. This can give you higher probability of success as compared to
entering a trade at the point of breakout. For this method of trading, it is more conservative

as traders will wait for the price to retrace to retest the trend line before entering their trades.

However there are times where the retest of the trend line is not successful and the price

move back into the trend line again. This will invalidate the new support or resistance trend

line and you need to redraw a new trend line.
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Section 3

Trading Examples
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Trading Example #1: EURUSD
In this trading example, | will be using the EURUSD on the 30" June 2010; 15 minutes chart
to show you how to trade multiple trend lines system.

First of all, let us draw the long term trend line for this pair.

Long Term Trend Line

Multiple Hits an the Trend Line

F“ﬁ? Z2/hE 04:30 23406 05130 24706 ;20 506 07130 2B/06 09:15 Z9/06 1015 30/06 11115

Next, let us draw the medium term trend line.

Lang Tarm Trand Line

LEIEDE

Miadius Term Trend Ling
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Finally, let us draw the short term trend line and start to look for trading opportunity.

—1.2375]

1.2350

1.2300

Medium Trend Line X 4
1.2250

[y
‘upm'“"lyjl‘ | \IW

1*““'1“!"'*'”“‘ Short Term Trend Line g

1.2200

15:300 22145 30/06 D4:00 09:15 14:30 19:435

From the chart, you will see that there is a formation of a new swing high and according to

kTM

Tom Demark™ trend line drawing technique; you will have to redraw a new TD™ trend line to

replace your current one.

[

1.2250

M

1.2200

30/06 02:30 07:00 30/06/2010 11:15 16:00 20:30
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From the chart below, you will see the first breakout of the trend line but you should not rush
into trade as you have not yet validate your trend line break. With the MACD indicator, you
can see that there is no flip of histogram as the histogram is already above the zero line and
therefore the breakout is invalid. Therefore | will not enter a trade and continue to wait for

other setup that is valid.

1.23493

1.2300

| '**h

|
DM

| I
I,
N

i
J‘ 'Hnuum*um,*

1.2200

)

MACD histogram has been above First Breakout

the water line below the breakout
NN T I e T T i TR T e e T

05:00 09:00 17:00 21:00
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The next few candles produce a new swing high and you have to redraw a new TD™ trend

line.

1.2350

Old TD Trend Line

Mew TD Trend Line

- -.. : P 0200 13:15 15:30 15:45 22:00
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Wow, we have another breakout happening here but we have to check if it is valid or not.
From the MACD indicator, you will see that this breakout is again invalid as there is no flip of

the histogram.

1.2350
1.23417|

1.2300

1.2250

l
J,‘ l“ Ihﬁqu j

(]
' Iﬂ +|||Ti+hn*'++.*“

1.2200

—10.0000

A few candles later, a new swing high has been formed and you have to draw another new

TD™ trend line.
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— —_1.2300
. *il '
I
ﬂa‘ i [
e,
New Swing High -
T . \\ A I S S I S B .I.....|.I..-
hs:00  [B0J06/2010 91515 15:30 18:45 22:00 01/07 01:15

With the formation of a new swing high, it is a must to redraw a new TD™ trend line so that it

can give you the most recent trend line to trade with. Below is the picture of the new TD™

trend line drawn after the formation of the new swing high.
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11.2300

11.2200

Old TD Trend Line

05:45 05:00 12:15 15:30 16:45 22:00 01f07 01:15

80000

After a few candlesticks, the third trend line break occurs again and this time the breakout is

validated by the flip of the MACD histogram and you should now enter a trade.
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225150

| l'ﬂ, ‘ll | o *_ e

Next, you should start to set your stop loss and target profit. For the stop loss, | usually set it
below the most recent swing low and for the target profit, there are 2 ways you can go about

doing it.

1) The Medium Trend Line

2) Price Projection Technique

Depending on your preference, you can pick any one of the above as your target profit. In

this case, | will do both to show you how to do it.

Copyright © Kelvin Lee 49



Price Projection Technique

ForexTrendLineStrategy.com

—11.2350

Target Profit

ﬁi
'¥l+lllT‘+TT*'+l++.

i Price Projection —_

1.23347

—1.2200

50 16:30 19:30 22:30 01/07 01:30

0.0000

Copyright © Kelvin Lee

50



ForexTrendLineStrategy.com

Alternatively, you can make use of the medium term trend line to exit your first lot and the

second lot at the long term trend line. This is what happened after our entry.

Target Profit

S0/06/2010 04505 15:30 19:30 22:30 01/07 01:30

S

L ———

_|1.23395

1.2350

1.2300

1.2250

1.2200

0.0000
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The price indeed reaches our target profit and makes us 40 pips.

40 Pips Target

Ll
ll‘ Y Iﬁ*nq'llTl.T,u.'.“*w |

I+ ||1"|f|i_ll+r 'Tl*l‘T'

LI

:Tl

— 0-0000

2 hours 15 minutes later, the price moves up to hit our second profit target and make us 106

pips.
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—11.2350

Second Target Achieved
and make us 106 Pips

[ o
M

QUL - P

+JfT*.* T'iTI!.I- TT*I T —_:]..EEEIEI
ST PR APRRE PR PO |I|...I||.I..__
[06/2010 16:15 19:30 22:30 01/07 01:30 04:30

In total, this trade makes us 146 pips in profit. However not all trade will unfold in the manner

that benefits us, there may be times where we will be stopped out by the market without any

explanation. As long as we make sure that the strategy that we are trading has a high risk
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reward ratio and high winning percentage, we will be profitable in the long run even if we face

some losses.

However there is no way you can win all the time without a single loss as losing is simply part

of the game. There may even be time where you will experience consecutive losses that may

dampen your confidence.
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Trading Example #2: EURUSD
In this trading example, | will be using the EURUSD on the 25" May 2010; 15 minutes chart
to show you how to trade multiple trend lines system.

The first thing you must always do is to draw a long term trend line.

Long Term Trend Line

/ Hasooo

—1.2750

126264

—1.2500

—1.2250

P T T T S S T S S O IO S S AT
016555 5 02:45 04/05 07:30 05/05 12:15 06/05 17:00 09/05 22:30 11/05 03:15 12/05 08:00 13/05 12:45 16/05 18:15 17/05 23:00 19/05 03:45 20/05 09:00 21/05 13:45 24/05 19:15

After you have drawn your long term trend line, you should start to draw your medium term

trend line.

e
Long Term Trend Line :
128212
il [} Medium Term Trend Line L™ '
N ot
e i
FOHE)@Uﬁ/mS
[ 1o0c 1 20/0% 01:30 15518 20408 Q4:01 F3/08 19230 2408 09:15
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Once you have drawn your medium term trend line, you should go ahead to draw the short

term trend line to look for trading opportunity.

i 1t Il'ﬂ- -
( |r|.| il

Leng Term Trend Line

Bt divm Term Trend Line

Short Term Trend Line l-

After a few candles, a new swing high is formed and you will need to redraw the latest TD™

trend line.

X ::
- :
Il““” byl |“1”+| ' —_1.2500
'm+ :
|*|T| i o H”"""'"*- L s
i i
Iy mm '

—11.2300

M i 1.2200
New Swing High 1

-I-I-l ..... I-|-I ..... |-I-I-I.|.I-I-I-| ..... I-l-l.l.
24/(24f05(2010°02:15 05:45 11:00 16:15 21:30 25/05 02:45
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Below is how you should draw a new TD™ trend line.

—_1.2600
125189
—1.2500
12400
+ Lo 7]
| o T |
Old Trend Line !T“ i lTTT 110
New TD Trend Line | ]| —
|-|||||||-|-I-I.l.l-l-|-|.I.I.I-l-l.l.l.l-l-l-_l
:00 [ 24/05/2010 1145 16:30 20:15 25/05 00:00 03:45
Again a new swing high has been formed and a new TD™ trend line is being formed.
-.--l-.'
at+ 7]
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E & 11.23136
h“!ll -Hl* """I i ih —{1.2300
AN i
s
' y —1.2200
New TD Trend Line .
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12:45 [24/05/2010 15:15 20:15 25/05 00:00 03:45
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Next a breakout of trend line occurs and you have to check the MACD histogram to see if it is

confirmed.

] 1.2500
“”!'THL' —: 1.2400

{ J i

T ]

'!J'L'*-H.*l ]

b ]

! i
h"!ll +‘-H|*""'"| —1.2300

T‘H‘i’ [1.22317

T —1.2200

Confirm By MACD Histogram Flip T
1st Breakout -

RN TR,  TEEEEEE R EE R
24/05/2010 20045 25/05 00:

W_MW

From the flipping of the MACD histogram, you can see that the trend line breakout is

confirmed. According to the second method of using trend line, when the price breaks above

the resistance trend line, the resistance trend line has turned into a support trend line.
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After a few up candles, the price started to retrace back to retest the new support trend line.

ié 1.2500
I'TH-l. B 1.2400
] o
IT.. A
.!J'.L'l'--r*ql' Resistance Turns Support ~ |=&9798
+ l-l- j
’T"!h +-ﬁ|*"‘"’l i —1.2300
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il lity -
’T *" - ’ —1.2200
Retest of New_ i
o o]y | T WAES SN (T DO | PN A SR S T | T (N A L | ?uPpI‘Drt Trrlernld|LI|n? P
16:30 24J05/2018/218068) 25,05 00:00 03:45 07:30
—:n.nnun

After the price successfully retested the trend line, it started to move up swiftly until it hits the
medium trend line and this is where you can exit your position. For those of you who have
miss the chance to enter a trade at the point of breakout, the retesting of support trend line

will give you another chance to enter your trade.
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See how the price retraces back after hitting the medium trend line.

Resistance by Medium
Trend Line

E15 25/05 00:00 03:45

MX

P e

1.2500

1.2400

1.2300

1.2200

0.0000

For those of you who have entered several lots, you should now exit some of them while

shifting the stop loss of the remaining lots to breakeven point.
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See how the medium trend line stopped the movement of the price

Fone)(«ﬂf]/mﬁ .
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After several candles, a new TD™ trend line can be drawn.
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1.2200

0.00350
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Several candles later, the price breaks above the trend line and is confirmed by the MACD

histogram flips over. As the price breaks above the trend line, the resistance trend line has

now turned into a support trend line.
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The price then retraces to retest the support trend line and at this time, the stop loss of most
traders will be hit as the price retraces below the recent low. (This is to show you that losses
are simply part of the game. You can have the most perfect setup and find yourself being

stop out.)
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See how the price retraces
back to stop you out
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At this point, a new swing high is again being formed and you need to redraw a new TD™

trend line in order to continue with your trade.

New Swing High 1.2400

1.2300
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Old TD Trend Line T
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After several candlesticks, there is another breakout of the trend line which is validated by

the MACD histogram flips over. This is where you can enter another trade to grab the profit.
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Trend Line Breakout

Validate By MACD Flip
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See how the price is again held by
the Medium Term Trend Line
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1.2400

1.2300

Copyright © Kelvin Lee

If you have entered any trade, you can aim to exit them at the medium term trend line again.

66



ForexTrendLineStrategy.com

This trading example can go on forever as new trend line will always be formed and new
breakout will be occurring. The below picture will show you how the price eventually break

above the medium trend line and hits the long term trend line. (See the power of this method!)

e Rusted by Long
~ Tastn Trend Lifie

| T

As a whole, these 2 examples are meant to help you better understand how you can trade
with trend lines. Some of you may think that the trend line strategy is too simple and may not

be practical.

In fact, this is a very reliable trading system and whether you can profit from it or not depends
on the amount of practice you have done and your discipline in carrying out the strategy. |

hope that | have provided you with a good trading strategy so that you can make your 20

pips per day.

Fone)(«fj/mﬁ
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Conclusion
Trading is a game of probability and as a trader; we should always try our best to create an
edge over the market by increasing our winning probability. It can be done through the fine

tuning of our trading strategy as well as improving our ability to execute the strategy.

But no matter how hard we try, there is no way you can win 100% of the time. | seriously
hope that you are able to accept loss as it is part of the whole trading game. In order to be
profitable in trading, you should always strive to improve your winning percentage as well as

increasing your risk reward ratio.

The trend line trading strategy that is taught in this book is a simple and easy to execute
strategy that traders of any experience can use. | hope that you put what you have learned in

this book to practice and eventually make constant profit from it.

If you have any queries regarding this strategy, do feel free to email me with your questions.
However please try to understand that it is impossible for me to answer all questions one by

one as | have to handle so many of you.

Last but not least, | will like to express my gratitude to all of you who have purchased my

book and wish you all the best for your trading.
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Other Useful Resources for You:

For more useful forex trading resources, you can visit my website at forexindicator.org.
In fact, while you are practicing this strategy, you can start to make money from forex trading

by following the forex signals provided on my website.

http://www.forexindicator.org/category/forex-signal-lab

You will get at least 1 forex signal every week from the above site.

If you find this course useful for you, you may also want to consider my other forex courses

http://www.forextrainingclassroom.com

In this course, you will get to learn the 12 special forex trading techniques that took me years

to figure out. With each of the technique, you will become a better trader.
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