Lesson 11 Multiple Timeframe Analysis

Multiple timeframe analysis is as follows. You take a set of trend indicators and start with the largest timeframe and “drill down” the charts to the smaller timeframes in descending order on one currency pair. MTFA is over 30 years old and is used for stocks and commodities analysis as well

Every time frame has its own structure and is independent of the other timeframes. The higher time frames trends always overrule the lower time frames. The prices in the lower time frames tend to respect the energy points (support and resistance) of the higher time frame structure. The support and resistance areas in the higher time frame can be validated by the action of lower time periods. One timeframe may appear to be chaotic and have its own structure, then the next timeframe appears to be smooth, in this case trade the smooth timeframe because this is what defines the market condition right now. New trends in the smaller timeframes enable us to enter the trends in the larger timeframes if a currency pair is trending. 

If a currency pair is not trending it is oscillating or ranging and if an oscillating pair starts to trend the trend will start on the smaller timeframes on the left.

The “drill down” process enables us to identify the smaller trends which feed the larger trends whether a larger trend is starting or already established. If a currency pair is deep into its trend or movement, MTFA still works but the risk/reward profile changes a lot against the trader. Traders screw this one up pretty good.

If a currency pair is in an uptrend and sells off against the uptrend you can use the smaller timeframes to re-enter the uptrend. This form of trend trading is one of the safest methods available of trading the forex. The pair sells off against the primary trend establishes a relative low and then reverses back into the trend. 

This can be done in reverse with downtrends. Lesson #32 is specific training on this subject.

Also if, through multiple timeframe analysis, it is determined that a currency pair is not trending on the higher timeframes the pair is likely oscillating or range bound, this is determined through MTFA and analysis of parallel and inverse pair groupings. 

In other words you would be required to conduct a MTFA for the USD pairs and CHF pairs to determine that the USD/CHF is trending or oscillating, then you have done the analysis correctly. Most forex traders will not do this and most forex traders are not thorough.

My personal journey through MTFA – I was reading stocks and commodities magazine and came across Kathy Liens article. 

http://store.traders.com/stcov226trcu.html
I was immediately impacted by Ms. Liens work and I knew that the red and green light software, which had only 4 lights at the time, needed to be improved upon and at that the software was actually a tool for MTFA, now everyone knows this. Nobody at GT understood their own software and I made it my mission to understand it the best. This evolved into the “Big Lights” method of multiple timeframe analysis, and the free trend indicators on my website were developed with assistance from others.

Three articles on Multiple Timeframe Analysis

http://ezinearticles.com/?Spot-Forex-Trading,-Part-4---Multiple-Timeframe-Analysis-For-the-Spot-Forex&id=1179697
http://store.traders.com/stcov226trcu.html
http://www.sfomag.com/homefeaturedetail.asp?ID=-1587695919&MonthNameID=May&YearID=2006
Free trend indicators for multiple timeframe analysis.

http://www.forexearlywarning.com/charts.cfm
END OF LESSON 11

