Steinitz system

Steinitz Method

   Source: http://www.forex-tsd.com/suggestions-trading-systems/6911-steinitz-method-revealed-here.html
Note post #77 on page 8 for EA suggestions to programmers

Original thread: http://www.forexfactory.com/showthread.php?t=21899

   File names: 

   Timeframe: 5 M

   Currency Pair(s): EUR/USD

   Comments: Drag 4 TF HAS BAR 2 over 4 TF HAS BAR. This creates the color inside the boxes. Seems to be visually best in TFs > 5m

Noteworthy Notes from the Forum since beginning of thread:

From BluePearl:here is a pattern in the eur/usd. use M5 as the lowest time frame.

M30 red---------------------------->blue------------------>
M15 red------------------------>blue------------------>
M5 red------------------->blue------------------>

buy when M30 turns blue. 
the pattern is that the changes from red to blue occur sequentially going from red to blue, in case of a buy pattern. the M15 and M30 can occur simulataneously.

From Steinitz: You actually buy when the 5M & 15M turn blue. Then you wait to see how far the trade goes in the hopes the 30M turns blue therafter. If so, you are in a great trade.

If you have any other HAS indicators in your indicator folder take them out, this includes the mq4 & ex4 files. This set up seems to be really sensitive to other HAS indicators and there are quite a few variants around, load only the 3 indicators in the 1st post of this thread.

Do not assume your indicators are the same as the ones in the 1st post even if the name is the same
From CAP: The method is simple, buy when it's blue and sell when it's red. That's been the method the entire time. It's so simple, a kindergartner could understand it. What Steinitz is trying to achieve now is a better strategy to increase winning trades.

I've been trying a couple of other indicators along with your MTF HAS indicator. I'm trading on the 5m and 15m.

If the MTF HAS signal says to buy, I check CCI(14) and MFI(14). If CCI(14) is above 100, I will hold off a while and let it retrace down. Once it has done that I will see if the MTF HAS still has a buy signal. If so, I will buy. If not, I let it go. 

Same thing with the MFI(14) indicator. If it is above 80, I will let it retrace back down and then check if the MTF HAS still has a buy signal or not and go from there.

I only use these indicators because I feel comfortable with them.

From Flytox: I found, may be everybody seen it, an adaptation of this method to reduce risk for those who don't have 5 billions $ margin (like me). 
Chart: M5 only.
1: Scroll back to check the trend in M30 and H1 (bullish bearish go with the trend).
2: Enter short (2Lots or 2mini) if H1 M30 and M15 (edit: M15 is not becessary) is red and M5, coming from blue; just TURNED red (2dots and wait for the close).
3: Put a stop on the previous high (+spread), it will rarely be higher than 10 pips because we just leave a consolidating phase. If the high is too high use the close.
4: put a TP for one lot of the amont of your SL.
5: Your TP is hit (often): TRAIL a Sl of the same amount for the second lot.
What is the (i don't know the word) of this adaptation: 
1: you can catch big moves with your second lot, at a cheaper price (tight SL).
2: You will increase your entry signals because it's 5tf, always at cheaper price , it means that if you loose four, five, times in the row, you will catch a big move and see your money back with profit.

EDIT: Do the inverse if going long.

Now where to exit the second lot : Wait for the first opposit dot on M30 (edit, or the third on M15). Stay calm, you already pay your loss with the first lot, and you're trailing the second one .
I call this system THE FLY ASHI

Make an EA for it or backtest it manualy you'll see it may be profitable.
The fly.

From Forex_for_life: I have the MegaTrend, FX Sniper's Ergodic CCI, and HA Smoothed indicators on my chart. That fact that indicators are more reliable the longer the timeframe allows you to have more confidence when using leading indicators on longer timeframes. In my experience, you'll rarely ever experience whipsaws when trading on 1 hr and up timeframes using oscillating indicators. MegaTrend is, if I remember correctly, 3 Hull M.A.'s combined into one line. The default period used to be alot longer but I decreased it until I found a setting that coincided with aforementioned logic, thus establishing an entry/exit indicator for 1 hr+ timeframes. If the MegaTrend and HA Smoothed being so close together make you uncomfortable, the FX Sniper Ergodic CCI will do the same thing as the MegaTrend but with a M.A. crossover kinda feel AND it gives you an alert when the lines cross (alert w/ become irritating very quickly). 

STEINITZ said that the original strategy is good for scalping and day-trading, which I agree with, and can be used for med. and longer term trading. However, I found that in its current state, it gets me, a swing trader, in and out of trades way too late. So this is just an enhancement for those swing and position traders out there. They rarely ever get shown love. Reachin out.

HA Smoothed and TF bar's are excellent confirmation indicators.

CAUTION: MEGATREND AND FX SNIPER'S ERGODIC CCI AREN'T RELIABLE ON FASTER TIMEFRAMES IN MY EXPERIENCE!!! CHECK FOR YOURSELF TO BE SURE!!!
Scaping method 



Somebody asked me from Forex Factory which method I am using. Here is my reply:

What I find is the best for me is scalping:
1. Start at the highest TF
2. Now move down TF by TF until you see a counter trend
3. Once found you enter on this counter trend in the direction of the main trend.

That's about it. If you want to fine tune your counter trend entry just look at one more lower TF and wait till it starts to reverse. This way you will avoid being in the countertrend too lond before it comes back your direction. 

There are pluses and minuses. If you wait to enter you could loose some initial PIPS. However, this confirmation wait can help with drawdown and certainly does.
__________________

__________________

STEINITZ

All scalp. Not scientific. Just open the computer to see at least 25 PIPS and looking at price in relationship to HAS to judge how far from the MA it is and if I should close.


So for now on I am only going to discuss and work on alerts and EA's for my present system. It's all about scalping medium to long term TF's and the availability to walk away from the computer knowing that if by chance I miss my move to the some profit level it will come back again.

Also, people talk about whippy trading and low volatility etc etc. When I am in my trade I have already set myself up for success since the currency pair is trending already all the way up to the monthly timeframe. <<<<<<< That is the key to this method.


I am up around 680 PIPS since April 1st. Also, don't ask me about stops as they are not part of my method. I will always be trading about 10 currencies at one time evenly distributing my risk. I couldn't care less about a stop or how far down my trade is going. When I enter a 4hr trade against a daily, weekly and monthly trend I will see some floating drawdown. If you can't handle that don't choose that longer TF to fade. Pick 15M or 30M.

No wonder why so many people fail including my 8 years to figure this out. We are all using these short term TF's that we attempt to trade on but behind the scenes is the BIG BLACK HOLE that sucks your trade into the main trend direction.

Larry Williams once said while explaining his %R indicator and I quote "If the trade looks wrong, it is probably right".

Think about that!

4/11/07 from forex_For_Life:

Bravo, steinitz. The brokers love day-traders and short-term scalpers. Somebody once said, "A true wise man learns from others mistakes." I have been steering clear of daytrading because it way too difficult to decide where to take profits and risky as hell to begin with in my honest opinion with news releases, etc.

Long-term scalping is a great way to trade. Trends are more reliable and easier to make money on corrections/retracements if you want. Most don't understand the power of getting 25 pips a day on average and compounding your gains. It's possible to turn 1k into 22,000,000 in less than a year getting 25 pips a day, 125 pips a week.


680 pips since April 1st is nothing to scoff at, either. Thanks again for what your doing. Very selfless. Leachers and newbies, take notes.

From Steinitz: So it has been 2 weeks and I am averaging 27 PIPS per trade without TP set-ups.

4/14/07 So the account is 37 trades with no actual losses. 99,000.00 at 10 lots each trade no variance of lot size.


4/14/07 from Coolhand: The proof is in the pips! 



Steinitz, great system! I have been following this thread and the ones at FF and had to post. This is by far the easiest HA trading system I have seen. If you can't make money with this you shouldn't be trading forex. Over the past 10 days I've been demo trading on 1 pair at a time. I prefer the 4 majors. On Friday I made 454 pips on 4 trades. I incorporated pivots to determine TP levels. I have attached my eur/usd chart from Friday. At the time seperator to the left, that's 5 pm my time in Chicago. The uptrend continued from Thursday so I'm looking long. I go long at 5:00 at 1.3482, 2 lots. I place a tp for 1 lot at the first pivot at 1.3514, and a second tp at the second pivot at 1.3546. Well just look at the price action, it speaks for itself. I used the same principle for my trades on usd/chf, cable, and usd/jpy, all with the same success. I know this won't work every time and you do need to use some discretion, but the pivots give you, I think, a good basis for looking when to get out. By the way, I banked 141 pips on the swissy alone. Not bad for 1 days work!

From Forex_for_Life: I plan to just have a 20 pip + spread T/P. So if trading the EURO, I'll have a 24 pip take profit and go on about my day. Long as I trade in the direction of the daily trend, I do just fine. Made about 80 pips in about 12 hrs. on Thursday. Like previous poster said, if you can't make money with this strategy, you shouldn't be trading.

Maybe I'll swing trade with the strategy as well and get more pips. Who knows. Trade on the 4 hr., drill down to the 1 hr. and wait for it come back in the direction of the daily trend. Get out when 1 hr. changes over. Use 30M as a warning. 

Several currency pairs simultaneously will yield enough pips to, with the power of compounding included, make me wealthy many times over. 


4/15/07 from Steinitz: You can throw out the monthly TF and act like it doesn't exist. Now using the daily as the main TF direction and drill down from there.

4/16/07 from TraceJ: Don, based on the info at: http://fxlabs.oanda.com/cgi/fxlabs.pl?id=4 looking at the 1 and two year correlations I find that the following pairs are the LEAST correlated so I believe I will stick to these pairs to make sure I'm basically not trading the same trade with different pairs.

EUR/USD
USD/CAD
USD/JPY
EUR/CHF
EUR/GBP

NZD/USD seemed like another good pair

4/17/07 from TraceJ: HERE IS THE NEW SCALPING METHOD. The Word doc is the old original method
--------------------------------------

You have all my settings. I always refer to the far right side of the platform when I discuss colors. 

1. I have the following indicators:
1a. HAS 
1b. 4TF HAS BAR
1c. 4TF HAS BAR2

I start with the highest TF = monthly and scale down one TF at a time until I see a reverse color. If the monthly is blue I go down to weekly. If it is blue I scale down to the daily if it is blue I scale down to the 4hr. 
Now let's say the 4hr is red. I stop and place a long trade. That's it.

No lets say we want to make this a safer trade. We would know that the 4hr is where we want to enter and consider as our TF of trading choice. But we would scale down ONE TF lower to the 1hr and wait for it to make it's first blue candle and enter there.

This way we get a little better entry without looking at the 4hr to turn thus giving up too many pips. I believe for now that ONE TF lower is good enough. If we loose too many pips that way we would look to go TWO TF's lower hence saving any precious loss of pips waiting for confiramtion.

See the correclation on lowering the TF's and finding a good entry. It makes good logical sense.

No for exits. I have been using arbitrary only at this point. Just make the TP adjustable. I have been using 25 pips or better. Not scientific at all. 

But I do look how far the price is from the HAS candle to determin if I think it could go higher. This all a feel but not at all scientific. 

I really don't want to add RSI or anything that would indicate overbought as they are not reliable. If we can alter the PIP TP we could optimize this according to the currency pairs indvidual VOL.

End

4/20/07 from $Trader: I am using the original version & have modified the rules somewhat,but for the
most part its original. There are several ways to play it, but I start on the 
15M & look @ the 30M & if they & RSI @14 agrees I'm in. Now, for the
part that is really tricky. After entering I will look for signs of a change from
RSI & the 15M & 30M tf's. If I see any idication of a change & the trade is
already into some pips I will close. I do use the pivots as a guide as well.
Price will react to the pivot levels, so I take them into consideration before
taking a trade. We all know nothing is ever 100%, but this is a very tradeable
method. My exits will cause you to miss some pips, but if you are already up
20-25 why take a chance. Look @ the charts STEINITZ just posted & note
the 15M & 30M tf's.....I see some pips made before a change appeared. This
is a method that needs to be demo traded before you dig in live so as to see
how it can best work for your trading style. I have found that if you have 3
tf's in agreement, RSI agreeing & your @ the correct PIVOT LEVEL you will
profit. My trades are always 1-2 lot trades & I never trade more than 2 pairs
@ a time & 95% of the time I'm only into on pair @ a time. I just stay more
relaxed & stress free that way. Fellows I have been into forex over 8 yrs
as STEINITZ has & only getting into a real profit groove in the last 5, so I try
to trade with caution. Never blown an account, but have taken major losses due to MY MISTAKES.


4/23/07 from Steinitz: The lower the TF the less pips you should expect to get. What you are looking for is the short term move. I short term move on 15M is a lot less pips then a 4hr move.

4/28/07 from Bluto:

A different twist on things based on pure price action. Add these two exploratory indicators to your \experts\indicators folder. Place the "MTF Blutonian_Throttle" on your chart and nothing else. Set your chart to the M1 TF. Perform righteous low-level scalping right on up to the H1 TF using the traditional bottum-up 4 MTF HAS Bar method.

Compare notes & Enjoy. [image: image1.png]



Attached Files 
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	Blutonian_Throttle.ex4 (3.0 KB, 249 views)
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	MTF Blutonian_Throttle.ex4 (9.8 KB, 201 views)


4/29/07 from Steinitz:

Stops explained 



On my last post I said I don't use stops. That is not entirely accurate. I don't use stops in the manner most people envision. Most traders use stops that don't correlate to any technicals. I've heard this said before that they want to draw a line in the sand and say if the trade goes past this point I have had enough.

Some traders use pivots, fibs, Gann lines etc etc. My stops are once again driven only on price movement and are not set on the hopes that these previous technicals will magically be hit.

I am not putting these technicals down but what I am saying is if you have enough tools in your toolbox plotted on the charts the chance is high that one of these technicals will happen to get hit. If these techs were so accurate you wouldn't need so many variations of them.

So going back to my stops. My method gets you out when the color tells me that particular TF I was trading has made it's first sign of a reversal. Once that happens I exit. I have not had that happen yet. Will it occur? Yes. My hopes and expectations are that I will have made plenty of profits and won't mind an occasional stop hit.


4/30/07 from FXShadow..going over the top down scalping method:

This was previously posted by Steinitz. Hope it helps.

Scalping Technique Made Easy
As promised I am attaching some images of the technique to capture PIPS O' plenty after a move has been identified. This method is similar to the other method outlined on the other thread in this HAS forum but better and mechanical.

First start with the longest TF you desire to trade with. You could actually start with the monthly Tf and use that as a reference to scalp some huge moves. I would recommend that you start with the 4Hr Tf as it is a nice compromise for stability and enough PIPS that can be withdrawn from your ATM.

So start with the 4hr TF. In this example we are looking to short (red candles). Confirm that this currency is trending. By now you should know how to identify a trend e.g. all one color on the 4hr Tf row. If the higher TF's like the daily, weekly and monthly are also the same color you are in a nice long lasting trend that affords a measure of less risk.

Now switch to one lower TF which in this example would be the 1hr. Look for a colored bar(s) that is opposite of the color of the primary trend. I switched down to the 1hr and see no blue "4TF HAS BAR" candles so I switch down again to the 30M. I see one area of blue so I take notice and wait patiently for the next bar that closes red.

After identifying the first closed red candle (30M) I enter short on the open of the next 30M candle. If I had not found any blue candles on the 30M I would have switched down to the 15M and looked for a blue candles.

Keep in mind that this will work on any combination of TF's. The method is sound. The higher TF's produce more PIPS. The lower TF's produce less pips and last less time. How you want to exit with profit is your decision. I don't want to go into hours and dissertation on exits. There endless.....


5/5/07 from $Trader: other indicators. MACD @ 5,13,1 along with RSI @14 is all I use. It is simply
unreal how HAS is insink with the crossing of the MACD ZERO LINE. It really
works. Even after adding MACD the chart is still clean & uncluttered.

I use the 15M & 30M along with the 1H to launch a trade. If the 15M & 30M
are agreeing I'm in if MACD agrees. It is much better to do this @ the start
of a new trade. An example if E/$ has been in an up trend & then it starts down see what the 15M, 30M & MACD are saying. If they are all in agreement
& if the 1H is on board that is about all you can ask for.

Exits for me are after 20-30 pips or when I see MACD & the HAS candles start
changing. If you use the MACD along with HAS candle color change you can
avoid most of the false signals & whips, but that is never 100% either. I am
a SHORT TERM TREND TRADER & NEVER hold a positon over 3 days with most
only lasting 24 hrs. It just works better for me that way.

THE EA.......I have never been a fan or champion of EA's, but I see this as one that has a STRONG POSSIBILITY of working. If it is PROVEN TO WORK I
would give it a go in DEMO then LIVE if the DEMO gives positive results. We
ALL have got to give STEINITZ & LEE a BIG THANK YOU for their efforts is
developing this EA. 

MY results with HAS........Over that last several weeks I have traded HAS LIVE with one of those weeks giving me a gain of over 300 pips & the other 
weeks averaging about 150 pips for 3-5 trades using 1 & 2 lots only. Again,
trading the TREND SHORT TERM & this will has caused me to probably miss some PIPS, but I sleep better @ night & keep my losses to a bare minimum.
I do not trade HAS fulltime, but I see it as a method that is simple in design
& easy to use & will produce the pips, but you need to DEMO it first to see
how to best trade it for you style of trading.


5/6/07from Steinitz: I am staying with the "scalping method" as it fits my personality. I enter a trade and forget about it (Sapranos dialect). I shoot for 25 pips. Ok I am sure you guys want to here what is happening with the EA.

It is coded and working. I have seen the trading statements. I am not happy until it has all the bells and whistles that are needed to assure it is something that I can be proud of. Everyday Lee and myself think of just another piece of logic that we think is clever to add to the EA. The only way one thinks of these obscure scenarios is to run the darn thing and see something you would have never thought of manually.

This program is going to self check itself on multiple TF's before entering to make sure the conditions that were seen from the onset of an alert remain that way before the actual entry. It's cool code. In fact I am going to have a user defined TP amount that is going to be different for every TF found that became an alert to enter on. Higher TF's more TP to be expected and visa versa all done automatically.


from chasbo3071: TP based on ATR 



If you could vary the TP for each currency pair in #pips, that would be good as well. I was thinking using a % of the DAILY ATR would be easier ( for the trader, maybe not the programmer) since it could be a constant instead of changing it from pair to pair.

My experience with the HAS system has been limited to the scalping stategy using the 4H and H time frames. Since I am interested in grabbing just a portion of the entire move with a extremely high probability of success, I would think that 27% for the 4H chart and 15% for the H chart would be very realistic default settings.

GBP/USD Daily ATR 111 4H TP 30 pips H TP 17 pips
EUR/USD Daily ATR 68 4H TP 18 pips H TP 10 pips
USD/CHF Daily ATR 79 4H TP 21 pips H TP 12 pips
EUR/CAD Daily ATR 104 4H TP 28 pips H TP 16 pips
EUR/JPY Daily ATR 98 4H TP 26 pips H TP 15 pips

The advantage of using ATR would be that the TP would be proportionate to the daily range of the pair and it could be a constant from pair to pair. The trader could adjust the % based on his demo trading and risk tolerance.


From Steinitz: I have come up with an idea that uses your suggestion. The EA will have two exit options.

1. Exit at a fixed pip amount for each TF OR

2. ATR period setting to be "X" periods

2a Each TF will be user defined to TP at 1 to 100% of ATR

This is a good addition to the software. If you have any comments that you want seen on the EA please post it here or privately. I will be keeping names of those who have done one or more of the following:

1. Created an indicator
2. Modified the indicator based on my needs
3. Suggested an idea for the EA that I will be using
4. Written an e-book of my methods
5. Compiled a word doc of prior threads on one or more forums


5/14/07 From iGor: Start your platforms in the morning +/- opening UK session. Take severall pairs.
Everytime a entry occurs according the rules place a red vertical line to go short or a green vertical line to long. Place a blue line were you need to exit accoring the rules.
Then write down the profits and losses you have made.
Next day re-start your platforms. And look back over your vertical lines.
You will notice that the signals or setups that leaded to losses are not there anymore.
BUT you would have those losses if traded with real money.
How good will you feel you have to trade this way with real money.


sometimes when I first start Metatrader I have to change timeframes to reset it, but that is all.


Originally Posted by JaxPacific
In regards to post #930

I've been working manually on something similar to what you said minime. It works pretty well. I've been using the 15m as my lowest bar and waiting until the 15m 30m and 1hr agree. (there are other parameters as well but that's the basic). The problem was deciding whether to exit early or wait until the 4th bar agreed and let the trade float until the top bar changed back again. Sometimes the trade would float for 4-5 days and grab hundreds of pips! Other times it would go up +100 and come back 70 pips to only make +30 or so once the top bar finally changed back. Missing out on a big chunk. 
What I begain doing is trading a smaller amount when I got a strong enough signal counter to the top (4h) bar and initial trade direction (a hedge). The nice thing about this was that if the initial trade kept "floating", I made even more pips! If it stopped floating, I made the pips from the initial trade and made pips from the smaller trade. Either way I win! The thing is, with this strategy, there is almost always a trade going on. So I had to develop a series of signals according to how strong they were, in order to overrule a "floating" trade and enter into a new trade if it was a stronger signal than the previous one. Does that make sense? It works almost flawlessly if you get it down right.

Pick up here on page 97:

 http://www.forex-tsd.com/suggestions-trading-systems/6911-steinitz-method-revealed-here-97.html

