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What time frame
works BEST

Unfortunately, there isnt an easy or direct answer to this question — as any time
frame you choose is going to leave something to be desired. That 'something is the
fact that all time frames are lagging; only showing us past prices... which may not be
indicative of future prices.

But we can still choose time frames conducive to our goals, and build an analytical
approach so that we knowv the optimal time to employ our strategy and enter trades
based on what it is that we want to get out of the market.

And if market conditions do change, risk and money management can help prevent
these reversals from completely draining the trader's account.

USE TIME FRAMES THAT
MATCH YOUR GOALS!



Time frames to match goals

Often times, traders can get conflicting views of a currency pair by examining different
time frames. While the daily might be showing an up-trend, the hourly can be showing
a down- trend. But which way should we trade it?

This can provide conflicting signals and counter-productive unrest in the trader's mind
as they are attempting to line up trades. For this reasons, it's important for the trader
to plan the time frames they want to trade as they build their strategies.

In many cases, traders can benefit from using multiple time frames:; in an effort to
incorporate as much information as possible into their analysis.

° Incorporating a longer time frame will allow the trader to see a 'bigger picture’ of the
currency pair so that they may get an idea of 'general trends, or the sentiment that may
exist; while the shorter time frame chart can be used for plotting the actual trade.
This leads into a very popular permutation of technical analysis in which traders
incorporate multiple time frames into their approach.
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Multiple time frame analysis

By utilizing multiple time frames in their analysis, traders are getting multiple vantage
points into the currency pair(s) that they are looking to trade. A common way of
employing multiple time frame analysis is to use a longer-term chart to analyze the
trend or general sentiment in the pair, and the shorter-term chart to enter into the
trade.

Below are two time frames commonly used by 'swing traders, with the goal of keeping
the trade open for anywhere from a few hours to a few weeks.

First, the trader will analyze the general trend in the pair by looking at the Daily Chart,
and noticing that price is in the process of making 'lower-lows, and 'lower-highs.

-

|I
‘U Trend is strong and to the down-side

Trader is looking for "Sells’ due to the strong down-trend
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g After the trader has determined the trend, and in the above chart — the trend is
decidedly to the down- side (this is determined from the successive lower-lows and
lower-highs), the shorter term chart can be investigated so that the trader can look
for an opportunity to enter. The 'swing-trader will often use the 4-hour chart to look
for entries after grading the trend based on the Dally.

1
pme |

°
portunity to 'Sell High'
o |
°
In this case, the trader would be looking to sell as the Dally chart exhibited a strong
down-trend. After dialing in on the 4-hour chart, the trader would notice that a portion
of the downtrend had been recently given back as price went up.
Traders can look at this as an opportunity to sell the strong trend seen on the Dalily,
at a relatively high price (as evidenced on the 4-hour chart).
°
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Which timeframe work best

When using multiple time frames, it's important to remember that not every time frame
will work together accordingly.

If using the daily chart to read trends, but the one-minute chart to enter trades; there is
a large element of disconnect between the two time frames. Each daily candle has
approximately 1440 one-minute candles, so when | look at the one-minute chart — | am
often only seeing what would constitute, at max, one candle on the daily chart. It would
be haphazard to read trends on the daily and attempt to place trades on the one-
minute chart due to this disconnect.

We suggest a ratio of 14 to 1.6 between the trend and the entry chart when employing

¢ multiple time frame analysis. So, if a trader is looking to enter on the hourly chart, the
4-hour chart can be used for grading the trend. If a trader wanted to enter on the 16
minute chart, the hourly chart can be used for reading sentiment. Below is a table with
some common time frames for analysis.
TRADER"STYLE" HOLDING PERIOD TREND CHART ENTRY CHART
Long Term 1day + ! Weekly ! Daily
Swing Trader Few hours, few days | Daily | 4 hour
Short Term <1day 4 hour Hourly
° Scalper . < few hours Hourly . 15 minute
°
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Building a mutliple time
frame strategy

Many traders are familiar with the term 'the trend is your friend. One of the more
effective ways of analyzing trends is using a longer time frame than the one being used
to plot trades.

Let's say, for example — that a trader wanted to enter trades based on Slow
Stochastics (as we had outlined in the article How to Trade with Slow Stochastics);
but only after confirming trends with the 200 period Simple Moving Average.

So - if price is below the 200 period Simple Moving Average, our trader only wants

to look at sell opportunities; and those wiill be entered with Stochastic crossovers

of the %K and %D lines. If price is above the 200 period Simple Moving Average — our
trader only wants to buy; and those trades will be entered when the %K crosses above
%D on Stochastics.

From the table above, we can see that traders wanting to enter trades on the hourly
chart can properly employ multiple time frame analysis by using the 4 hour chart
to analyze trends.

So, the first step for the trader is they want to identify the trends; and once again,
for the trader using the hourly chart to enter trades the 4 hour chart can provide trend
analysis. Our trader pulls up a 4 hour chart and notices that price is, and has been
below the 200 period Simple Moving Average; so our trader would only want to be

° looking at sell opportunities (at least until price went above the 200 on the hourly,
in which they would begin looking for long positions).

Trader waits for price to cross below the 200 period SMA i "
Once this happens, trader considers trend to be down ¥ H
|

Trader can then go down to houry to enter

based on Stochastic Crossovers LI IF‘J l.' |
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After the trader gets comfortable with trend analysis on the 4 hour chart, they can go
down to the hourly to begin looking for trade entries. And because the trend was down
on the 4 hour chart, our trader is onlylooking at potential sell positions.
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In the chart above, you can see the numerous opportunities that our trader would have
had to sell the currency pair based on stochastics. Surely, not every sell position would
have worked out profitably for the trader; but that is an impossible goal, as completely
avoiding losses is inconceivable.

Multiple time frame analysis, however, can increase the probabilities with which one is

employing their strategy as it offers the 'bigger picture view from the longer-term
chart so that traders can properly grade sentiment and trends.
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Disclaimer:

The information contained in this guide solely constitutes an education communication based on information sourced to support the subject matter.
The information supplied is not aligned with legal requirements endorsing the independence of investment research; furthermore, it is not subject to any
prohibition on dealing ahead of the dissemination of investment research. These are not necessarily endorsed by iFX Brokers Holdings (Pty) Ltd. Itis
forbidden to reproduce or further disseminate the contents of this communication without the written prior consent of iFX Brokers Holdings (Pty) Ltd.



