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MODULE 1: PRICE MAPPING & CHARTING BASICS

Before you trade, you must read the "map" of price. Price moves in cycles,
leaving behind footprints.

1. Types of Charts

o Line Charts: Connects closing prices. Useful for a macro, clean view but hides

volatility (highs/lows).
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o Bar Charts (OHLC): A vertical line with a left dash (Open) and right dash
(Close). Shows the full range.
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« Candlestick Charts (The Gold Standard): Invented by Japanese rice
traders. They display the same OHLC data but are color-coded for
immediate visual psychology.
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2. The Anatomy of a Candlestick

o The Body: Represents the range between the Open and the Close.

o Bullish (Green/White): Close > Open (Buyers won).
o Bearish (Red/Black): Close < Open (Sellers won).
o The Wicks/Shadows: The thin lines above and below the body. They
represent rejection.
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o Upper Wick: Buyers pushed price up, but sellers forced it back
down.
o Lower Wick: Sellers pushed price down, but buyers forced it
back up.
e The 4 Core Patterns (Psychology):
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o Doji: Open = Close. Indicates extreme indecision; a potential reversal
signal.

o Hammer (Bullish): Small body, long lower wick. Appears at bottoms;
buyers are stepping in.

o Shooting Star (Bearish): Small body, long upper wick. Appears at tops;
sellers are rejecting higher prices.

o Engulfing: A massive candle that completely "engulfs" the previous
candle's body. Signifies a powerful shift in momentum.
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3. Price Mapping (Market Structure)
This is the geometry of the market. It removes the noise and shows you where
price wants to go.

« Swing Highs (Resistance): A peak with lower highs on both sides. This is a
"speed bump" where sellers outnumber buyers.

e Swing Lows (Support): A trough with higher lows on both sides. This is a
"floor" where buyers outnumber sellers.

e The Trend Map:

o Uptrend: Series of Higher Highs (HH) and Higher Lows (HL). (Buy the
dips).

o Downtrend: Series of Lower Highs (LH) and Lower Lows (LL). (Sell the
rallies).



o Ranging (Sideways): Price bounces between a flat Support and
Resistance. (Buy the bottom, sell the top).

o Breakouts & Fakeouts: When price smashes through resistance, it
becomes new support. However, beware of liquidity grabs—where
price spikes through a level, triggers stop-losses, reverses, and traps

breakout traders.
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MODULE 2: THE MATHEMATICS OF TRADING (LOTS, MARGIN,
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LEVERAGE)

This is where 90% of beginners blow up. Understanding these
numbers is non-negotiable.

1. Lot Sizes (Position Volume)
Forex and CFDs are traded in "Lots," which represent the number of
base currency units.

« Standard Lot: 100,000 units. (1 pip movement = ~$10).

e Mini Lot: 10,000 units. (1 pip = ~$1).

e Micro Lot: 1,000 units. (1 pip = ~$0.10).

e Nano Lot: 100 units. (Rare, offered by some brokers for cent-
accounts).

Crucial Rule: Always calculate your position size based on your Stop
Loss distance, not on how much you want to win.



2. Leverage (The Double-Edged Sword)
Leverage is a loan provided by your broker to multiply your buying power.
Ratios range from 1:1 to 1:500 (or even 1:3000 in off-shore brokers).

o Example with 1:100 leverage: With $1,000 in your account, you can
control a position worth $100,000 (a standard lot).

o The Reality: Leverage does NOT affect your risk percentage if your stop-loss is
fixed; it allows you to open larger positions with less capital. BUT, it amplifies
the pip value. A 50-pip move in a 1:100 account vs a 1:500 account yields the
same PnL if the lot size is identical. Leverage simply dictates the required
margin to place the trade.

3. Margin (The Collateral)

Margin is not a fee; it is the "security deposit” the broker holds to keep @ © o )
your leveraged trade open. = Kam =
Equity: 212.42

o Used Margin: The amount locked up for your open positions. o e

o Free Margin: The amount available to open new trades or il
absorb losses. BroUSOm, s 001 52

e Margin Level (%) = (Equity / Used Margin) x 100. bl 1965

« Margin Call: When your Margin Level drops below the broker's ~ Z5%¢ i
required threshold (e.g., 100%), you cannot open new trades. Bai St -2

o Stop Out Level: When your Margin Level drops to a critical level
(e.g., 20%-50%), the broker will automatically close your losing
positions to prevent their own money from being lost, leaving
you with a tiny fraction of your account (a "dust account"). T —

MODULE 3: THE BROKER ECOSYSTEM (A-BOOK vs B-BOOK)

Not all brokers are on your side. Understanding their business model reveals whether
they profit with you or from you.

1. The A-Book Model (STP / ECN / DMA) - "Straight Through Processing"

e How it works: The broker takes your trade and immediately passes it
(hedges) to tier-1 liquidity providers (major banks like JPMorgan or Deutsche
Bank).

o How they make money: They charge a transparent Commission per trade, or
a tiny markup on the raw spread.

o The Relationship: The broker acts as a neutral middleman. They don't care if
you win or lose, because they are not taking the opposite side of your trade.
They profit purely from transaction volume.

e Pros: True market pricing, no manipulation, ultra-fast execution.

e Cons: Higher minimum deposits, variable spreads (which widen during news).



2. The B-Book Model (Market Maker / Dealing Desk)

« How it works: Your broker does not send your trade to the external
market. They internalize it. In simple terms, the broker is your
counterparty. When you Buy, the broker is Selling to you.

o How they make money: They profit directly from your losses (and
the spread).

o The Relationship: There is a direct conflict of interest. If you win big, the
broker loses money. Therefore, B-Book brokers use risk-management software
to identify successful traders and may intentionally widen spreads, increase
slippage, or reject your orders to make you lose.

e Pros: Usually offer fixed spreads, huge trading bonuses, and allow micro-lots.

o Cons: If the broker is 100% B-Book and you become profitable, you will likely
face execution manipulation.

e The Hybrid Model (Most common today): Brokers use an A-Book for
their profitable clients (to protect themselves) and a B-Book for
their unprofitable retail clients (to harvest their losses). Brokerage is a game of
sorting the sheep from the wolves.

MODULE 4: THE HOLY TRINITY OF ANALYSIS

To make a high-probability trade, you must align Fundamental, Technical, and
Sentimental analysis. Looking at just one is like driving with one eye closed.

1. Technical Analysis (The "Where" and "When")

o Premise: Price discounts everything. All news, emotions, and fundamentals
are already baked into the current price. History tends to repeat itself because
human psychology (greed/fear) is constant.

o Key Tools:

o Support/Resistance: The psychological levels where price bounced
previously.

o Moving Averages (MA): Smooth out price action. The 200-SMA is the
"Gold Standard" bull/bear line. The 50-EMA is the "Dynamic Support"
for trends.

o RSl (Relative Strength Index): Measures momentum. Overbought (>70)
means it might pull back; Oversold (<30) means it might bounce. Pro
tip: Look for Divergence (price makes a higher high, but RSI makes a
lower high) — this signals momentum exhaustion and a pending
reversal.

o MACD: Tracks trend direction and strength via moving average
Crossovers.



o Fibonacci Retracement: Based on the golden ratio. Key
retracement levels (38.2%, 50%, 61.8%) indicate where price
might pull back to before continuing the main trend.

2. Fundamental Analysis (The "Why")

e Premise: The intrinsic value of an asset is driven by macroeconomic data,
geopolitics, and supply/demand.
« What to watch:

o Interest Rates (Central Banks - FED, ECB, BOJ, BOE): Higher interest
rates attract foreign capital, strengthening the currency. Lower rates
weaken the currency.

o Inflation (CPI - Consumer Price Index): High inflation forces central
banks to hike rates (bullish for currency, bearish for bonds/gold in the
short term).

o Employment Data (NFP - Non-Farm Payrolls): Strong jobs growth =
strong economy = rate hikes = bullish currency.

o GDP: Growth measures economic health.

o Geopolitics: Wars, elections, and trade agreements cause "safe-haven”
flows into Gold (XAU), the Swiss Franc (CHF), and the US Dollar (USD).

« The Carry Trade: Buying a currency with a high interest rate and selling one
with a low interest rate to pocket the daily "swap" (interest differential).

3. Sentimental Analysis (The "Who is doing what")

e Premise: The market is driven by the crowd, and the crowd is usually wrong at
major turning points (Contrarian Investing).

o Why it works: If 90% of retail traders are buying, who is left to push the price
higher? The big money (institutions) uses retail buying as liquidity to sell into.

o Key Tools:

o COT (Commitment of Traders) Report: Released weekly by the CFTC.
It shows the positioning of Commercials (large banks/hedgers - the
"smart money"), Large Speculators (hedge funds), and Small
Speculators (retail). If commercials are heavily short, and retail is
heavily long, it's a massive red flag for bulls.

o Retail Sentiment Indicators: Many platforms (like DailyFX or
Myfxbook) show the percentage of current traders long vs. short. If 80%
are long on EUR/USD, use that as a contrary signal to look for short
entries.

o Fear & Greed Index: Measures crowd emotion. Extreme Fear often
signals buying opportunities (capitulation); Extreme Greed often signals
selling opportunities (froth).



BONUS: HOW TO FUSE THEM INTO A TRADING PLAN
Let's say you want to trade Gold (XAU/USD):

1. Fundamental Check: The US CPI (Inflation) data is due out
tomorrow. Forecasts say inflation is sticky. Bias: If inflation remains
high, the Fed cannot cut rates. This is fundamentally bearish for Gold (because
Gold pays no yield). You decide you want to SELL Gold.

2. Sentimental Check: You check the COT report. Commercial hedgers are at a
2-year high of short positions. Retail sentiment shows 75% of retail traders are
buying the dip. Confirmation: The "Smart money" agrees with your bearish
bias; retail is your exit liquidity.

3. Technical Check: Price is at a major Resistance level ($2,050). It forms a
**Bearish Engulfing Candlestick** right at the 61.8% Fibonacci retracement
level. The RSI shows bearish divergence. *Entry:* You place a Sell Limit order at
$2,048.

4. Risk Management: You decide to risk 1% of your $10,000 account ($100).
Your Stop Loss is at $2,070 (22 pips away). Your position size is calculated as:
$100 / 22 pips = $4.54 per pip. Since 1 standard lot = $10 per pip, you open
0.45 Micro Lots (4.54/10 = 0.45).

Final Pro-Tip: The ultimate "edge"” in trading is not a fancy indicator; it is Risk
Management (never risk more than 1-2% per trade) and Psychological Discipline.
The market will humble the overconfident and reward the patient. Master these
basics, backtest them until they are muscle memory, and only then put real capital on
the line.



