Trade Setups (Swing Trading Setups) For The Spot Forex
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Introduction
This lesson describes low risk high reward chart setups for spot forex swing trades. The general concept is when a currency pair moves strong against its trend for a couple of days to pick the pair up at a much better price while still trading in the direction of the trend. This lesson is not too difficult to understand but is valuable. This same trading technique also works for other asset classes and markets including stocks, indexes, commodities and the spot forex.
Description of The Chart Setups
For this lesson you are looking for a currency pair that is in a pretty strong intermediate or long term uptrend but cycled down hard against the trend. You are also looking for the opposite of this, a currency pair in a strong downtrend that has cycled up against the trend.
When a currency pair cycles against the trend it is “setting up” for a trade back in the direction of the trend. We will refer to these as “swing trade setups”. It work for pairs trending in either direction.
Steps:
1. Find a currency pair with an established larger trend
2. Wait for the currency pair to cycle against the trend and build a relative low or high, look at the screen shots below for examples
3. Let the pairs establish relative lows against their up trends or relative highs against their downtrends
4. Start monitoring the pair or set a price alarm to monitor the pair for movement until it resumes its uptrend for an entry point
5. This method results in more confident entries, better stop placement, excellent risk versus reward ratio
6. This chart situation occurs relatively frequently across all of the pairs we monitor
7. Safe forex trading methodology that is applicable to all financial markets, that should tell you how well it works.
8. The pip potential could be lower if you are deeper into the trend.
Timeframes to Use:
Situation 1 – Strong uptrend with trend lines separated on the  D1 and W1 time frames on the Forexearlywarning.com  free trend indicators. The sell off to build the relative low would be the  H4 chart on the same indicators . The duration of the sell off would be a two days minimum in an ideal scenario.
Situation 2 – Intermediate term D1 uptrend on the same free trend indicators, and the sell off time frame would likely be the H1 time frame on the free trend indicators to build the relative low. The duration of the sell off would be one full day or day and a half and then the pairs stalls at the relative low.
The W1 and D1 time frames are industry standards for the forex charting platforms. All of this can occur for a currency pair in a downtrend as well on the same time frames but the pair would have to move up against the trend to build a relative high. The chart examples below are for currency pairs that are trending higher but have sold off. The opposite on down trending pairs can also occur.
Click on any chart to enlarge


If a currency pair is in an uptrend but sells off you can buy each of the dips and still be trading safely with the trend, while getting a better price.




The larger time frame and established uptrend is on the left, the smaller time frame on the right sells off and builds a relative low at point 1. Red and green lines are very simple moving averages applied to different  time frames.


The larger time frame and trend is on the left, the smaller time frame sells off to the relative low at point 3 then reverses back into the trend.


Here is a larger trend.


Here are the smaller time frame selling off against the trend and building a relative low, it is almost ready to reverse back up into the trend.
Conclusion
Waiting for a currency pair to cycle against the trend and trading the relative lows or highs is a very safe trading system for all markets including the currency market. In a trending market if you miss an entry wait for movement against the trend and you can still safely trade with the trend on the same pair.
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