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had this opportunity again. Gradually other traders joined us, and, eventually, we all trooped
off to take over a restaurant and hang onto Woodie's every word, trying to suck up as much
information and knowledge as possible. | sat spellbound through many hours of talk and
started to look at charts in a totally different way. The CCl was being brought to life for Tony
Holden.

Sitting in the audience just before the start of the Orlando conference, | noticed a
certain lack of technical backup needed to produce a successful conference. In my past | had
produced many conferences, working with live audiences of thousands and a large technical
staff, integrating with radio and television, broadcasting live by satellite to the four corners of
the earth, long before it became the norm. | thought | had better bring my expertise collating
the quantum complexities of computers and conferencing (the alliteration alone makes that
sentence worthwhile), otherwise this symposium was not going to get off the ground and
[ would miss out on the valuable information | had come so far to hear. Once the various
technical glitches had been eradicated, what followed was a very successful conference.

At the conclusion of the conference, sitting on the same hotel lobby couches with
Woodie as we had at the start of the conference, | was impressed by the honesty and
simplicity of the CCl execution that Woodie was communicating. | came to the conclusion
that this was the next stepping stone on my journey. As | had some experience in website
production, | then uttered the immortal words to Woodie that | don't think he will ever let me
forget: “Woodie, what you need is your own little website.”

| flew home excited and rejuvenated about starting the next stage of my journey:
creating the best website that | could and, in doing so, compiling information from all the
sources possible regarding Woodie's CCl methods.

During the next end-of-year conference, Woodie and other trader moderators and
speakers met for a breakfast meeting. After discussion about how it would be impossible
for Woodie to continue moderating non-stop five days a week without seriously damaging
his health, we agreed it was our collective responsibility to shoulder some of the burden.
After a shocked silence, |, along with the others, stepped up to the plate by taking over the
moderating, along with the administration and organization of the CCI Club.

“Traders Helping Traders” says it all. Moderators are regular traders; they are in charge

of discussions in the chat rooms. They give their time freely, and the site could not be the
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success that it is without their selfless input. They do not give trading advice as such, as that
is not allowed—Woodie's CCI Club is an educational site—but they do try to pass on their
knowledge and practical experience in a pragmatic way so that traders who log in to the chat
rooms can make their own way but with the most fantastic backup and in the knowledge that
there is always someone, be it a moderator or a fellow trader, who can answer their questions.

So, Rocking Mondays took off with me, Tony Holden, at the helm. | learned quickly—
when hundreds of questions are fired at you, speedily research and come up with the answers!

Now we had a stable chat room, a whole new breed of moderators and lots of
enthusiasm: Up to 1,000 people a day piled into the chat rooms (sorry—Iogged in) to learn
and become skilled at the art (or is it science?) of trading of the CCl in all its forms. Woodie's
health improved now that he only had to moderate for the odd half day. And it worked! To see
him at a conference six months later, the transformation was remarkable.

Spring was in the air and everything was rocking—and for the first time ever my trading
turned profitable and continues to be so. The website was beating all targets with site hits, files
downloaded and lectures broadcast. It had, seemingly, become the repository of everything that
was required for an educational site to learn the CCI. One such product is the University bulletin
board, known as “Woodipedia,” currently linking tens of thousands of people worldwide with more
than 12,000 articles of information contributed by those same people on how they trade the CCl.

Though what we have achieved so far looks great, it is only the tip of the iceberg of
what is to come. Looking into the future we can see the expansion of “Radio Woodie,” our
own Internet radio station broadcasting 24 hours a day on many channels; “Watch with
Woodie" a television site similar to YouTube; podcasting; and RSS feeds. Woodie's CCl
Club is all about education and we are committed to using the Internet to teach all traders
the benefits of the CCl—and all this with no budget. We are, in fact, a major corporation
operating on a zero budget.

| was knocked for six when Woodie named the Tony Trade, a pattern of the CCl, after
me. | was certainly not looking for any accolade as | believe strongly in the ethos of the CCI
Club, which is “Traders Helping Traders."”

The Tony Trade boasts a unique advantage by incorporating pattern recognition. This has
never been done before, as set-ups for trades are normally taken on price movements, which

makes the CCl system so easy to operate as it is pattern recognition that you need to master
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ABOUT THE AUTHOR

Ken Wood, affectionately known as “Woodie,” has been an independent trader for a
considerable number of years, many of which have been spent developing the CCl patterns
and the use of momentum in trading. He currently spends his time mentoring traders,
teaching the CCl method and running chat rooms for traders.

Woodie's CCI Club has thousands of followers in 22 countries throughout the world.
He has conducted numerous seminars and has spoken at the Chicago Board of Trade, the
Chicago Mercantile Exchange and at many trading conferences acrass the U.S. and in
Europe. Woodie's work has been featured in SFO magazine, Active Trader and on a number
of radio programs. Woodie has been a longtime supporter of Make-A-Wish Foundation,
which grants the wishes of children with life-threatening medical conditions. To date,
Woodie's CCI Club has contributed more than $120,000 to Make-A-Wish Foundation.

Ahout Woodie’s CCI Club

The purpose of Woodie's CCI Club is to offer support and educational information to traders
of all ages and backgrounds from all over the world. The club is run primarily with committed
volunteers who have established a unique interactive online community with a friendly
environment to encourage the participation of both beginning and more advanced traders.
Woodie's CCI Club provides an exceptional platform for learning and interacting
with entry to chat rooms at all levels as well as access to “Woodiepedia,” the trading
encyclopedia. The website (www.woodiescciclub.com) offers valuable trading information
and a bulletin board full of posts containing quality data from traders around the world
absolutely free of charge.
The principal motto of Woodie's CCI Club is “Traders Helping Traders.” The club’s
philosophy is well illustrated in the adage, “A candle loses nothing by lighting another candle.”
Nothing mentioned or written in this book should be taken as professional advice.
The information provided is intended only to describe how Woodie's CCl trading system is

used and is for educational purposes only.
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How it all started. ..

Back in the late 1970s I enjoyed working with technical analysis on commodity
charts. I was a technical junkie; I enjoyed constructing charts and graphs and
would spend time drawing and designing my own from information in the local
newspaper, including the daily high, low, close and the open, along with open
interest for each commodity. Every day I clipped the daily prices from the paper
and applied the gathered facts to graph paper to form my charts. On these charts
I would then conduct my analysis, which helped me learn the rhythm of the
markets.

Today this is a lost art among traders. Life and technology has moved on. But, to
me, this was fascinating, and hours would slip by without my noticing. In following
years I would add the use of Quotrek, a product created by eSignal, to get intraday
quotes for charts by means of an FM radio station. Depending upon where you were
you had to adjust the antenna to obtain decent reception!

Five-minute charts were easy to construct, as all you needed was Quotrek, a
pencil and a piece of paper to chart, and a watch. The watch was used to time the
bars as each number represented five minutes, so when it went from one to two that
was the end of a five-minute period. Trend lines were drawn and the analysis, like
momentum or stochastics, was done in longhand and added to the chart. It sounds
crude today, but it sure gave you a feel for the rhythm of the markets.

My first attempt at a live trade was a system I tested for some time, which

New York Each Horizontal Line = 100 Points

No.2 Cofton
March Contract

DAILY CLOSING PRICK

This chartiin cotton'is similar to/my/first trade.
I'did not use the Current Relative Strength (CRS)
momentum indicator, hut | did study it:and
observed howit provided information.

Source: Commatity Research Bureau
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appeared to work very well. On paper it did just fine—so I was eager to try it live

as I believed then, as I do now, that systems must be tested live, in the heat of
battle, and not after the fact. The system was simple and straightforward: Take
the closing price on a daily chart, long and short, when it closed above/below

a 10-day simple moving average. The filter I used was a 40-day simple moving
average, and it had to be sloping in the direction with the 10-day average. Stop
placement was close above/below the 40-day average, therefore creating a trade
with trend. This system then had all the ingredients of the perfect trade: entry,
trend following, money management and exit. Even today, I would not change a
thing on this plan.

My first trade was in corn (figure 1.1 on the previous page looks similar to my
corn trade). Corn moves slowly, is great to trade and works well with the system. I
called my broker and put in an order to buy and at the same time put in an order for
a stop. Trading my plan, I submitted my order as, “Buy five Christmas corn at $2.20
on a buy stop, and an order to sell on sell stop five Christmas corn at $2.15 when
filled on buy stop.” This was easy—getting the order correctly to the broker was the
hardest part. So, now I had an order in to buy. This was exciting! Adrenaline flowed!
I called the broker five minutes later to ask if it was filled. “Nothing yet,” was the
answer. OK, no problem. I asked him what the last corn price was. It was trading
a couple of cents below my buy stop, so we were golden! About a half-hour later I
called the broker back and I was told “Got filled on stop to sell but no fill on buy but
it traded through buy price so should be filled on buy.” What?! Filled on sell stop
first and don’t know fill on entry. My heart beat faster and faster. This could not be
happening. It never happened on the paper testing.

This was an eye opener for me as I received, a couple of minutes later, my buy
stop order fill that was triggered before sell stop trigger. Net was, I went long corn
before it reversed and I was stopped out for a loss.

Deflated, confused and sad—all these emotions came out. On my first live trade
Ilearned so much. Over the next few years trading I recalled, many times, the
harsh lessons learned about live trading from that heart-stopping experience. Today
traders complain if the fill is not made within a second or two!

This event set me on my way to find a better system—something that
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worked! Never mind that it was only one trade—I had to tinker and make it
better right away.

For many years I used every setting on every indicator that was available, as
well as combinations of those indicators, in the search for the one unique thing that
would help me conquer the markets. However, I always found myself returning
to momentum indicators. Looking again at the posted chart and the momentum
indicator, current relative strength, I noticed a turn in it before prices; it also formed
divergences very well. From that point on most of my technical analysis was on
momentum and momentum indicators. Momentum gave me a definite edge and I
pursued that aspect of analysis.

Notice the turns and the divergences on figure 1.2 below; this was key for me.

What makes trading the CCI revolutionary?

As a technical analysis junkie, I started to see patterns develop on momentum type
indicators. In the late 1970s there were very few books or magazines on trading.
And of course there was no Internet available for research. Around this time I came
across an article in Commodities magazine, currently known as Futures, on the
Commodity Channel Index, written by a person named Don Lambert.

After reading this article and starting to use the CCI I noticed shapes, or

1981N0: 2:COTTON WITH!DIVERGENCE

New York Each Horizontal Line = 100 Points
No.2 Cotton—

e S nel i
Mar, Contract DAILY CLOSING PR'C\ o Rising 10/and 40 Moving Averages: (VA's) and rising positive
o Rising 40/ MAand positive CRS
o Rising 40/ MA and'positive CRS
o Declining 10'and'40/MA and declining Negative CRS
o (RS crossesizero haselline
o (losing price crosses 40'MA after a prolonged move
o 10/MA crosses 40 MA
o CRS'indicates if trend is gaining or losing strength
o CRSindentifies strongest and weakest acting commodities

Currenticharts of 10~ and'40-day, (composite) weighted moving averagesiand momentum oscillators for each of 26 commtities.

CHAPTER 1: THE REVOLUTIONARY WAY OF TRADING THE CCI



patterns, showing up on the CCI every day, regardless of what time frame. This is
where the revolutionary part comes into play. I found that there was nothing written
or documented about the patterns that formed on an indicator. Again, all I could find
was information about price bar patterns.

The longer I tested and applied the CCI, the more it showed that the patterns
worked with trading, not 100 percent of the time, but with a good probability of success.

I was then faced with creating names for these patterns. There was nothing
written about patterns on an indicator so I went ahead and named them myself. I had
wanted to find an approach that had never been used or traded before and this was it!

I chose “Ghost” as the name for my first identified pattern because it looked like
a ghost, with the head and shoulders raised like a Halloween phantom. Price bars
have the “Head and Shoulders” and now we have the “Ghost” on an indicator. It was
completely revolutionary compared to what had come before.

The next pattern I tried and tested became known as the “Zero Line Reject”
(ZLR). The more time I spent evaluating and trading the ZLR and watching ONLY
the CCI the more I realized that the patterns had a psychological aspect. The ZLR
showed the “buy the dip” and “sell the pullback” mentality. Everyone tells you to
do this—but no one tells you when to do this. The CCI ZLR did! From that point on I
found that every pattern I developed told a story.

Perhaps you can now see why trading the CCI along with my patterns is ground-
breaking. Many people are using it and it has helped a considerable number of
traders around the world.

While working with the CCI, I found myself watching only the CCI and not the
price bars. This led me to stop monitoring the price bars altogether—along with those
mind games they play on all traders. I teach this now to traders, both experienced
and those new to trading, and tell them, “We don’t need no stinking price bars!” This
method was completely new and totally different from standard techniques, and
those traders using it discover a big difference in their trading. Trading becomes less
stressful and using the CCI allows them to make good trading decisions.

Another factor that is revolutionary to technical analysis with the CCI is the use
of the key value lines on the CCI panel. The 100 lines and the zero line will show

support or resistance.
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Support and resistance signify important points in time where the forces
of supply and demand meet. In the trading markets prices are driven down by
excessive supply and up by intense demand. Supply equals selling (the bears) and
demand equals buying (the bulls).

The zero line is major support or resistance at this time; I mean real time,
not projected time. Many things happen around the zero line and if you watch
the CCI you will see this. The CCI tells a story and gives great insight as to what is
happening. The 100 lines are minor support and resistance and again, by observing
the CCI, you will notice this. No other indicator can you show this. Add the Turbo CCI
to the trading panel to complete the story of what the CCI can tell you but also note
the warnings it will give you. No other indicator has this capacity or can show you
what is going on in the trading or investment world. This is the reason that the CCI

has proven exceptionally helpful for many traders.

A new, revolutionary way of trading the CCI

Using the CCI is a revolutionary way of trading my patterns on an indicator. The CCI
can be used in any market and in any time frame, including forex, the stock market,
indexes, futures and commodities.

Many charting packages now have Woodie’s CCI patterns incorporated into their
charts, and it is being added to others all the time. These include eSignal, Trade
Navigator by Genesis, Sierra and Ninja.

There is much written about the CCI and how I teach it, as more and more
traders use it. For example, in July 2000, the basic CCI document was downloaded
from the Woodie’s CCI Club website 38,000 times.

This phenomenal growth in interest in the CCI continues unabated, and
many traders are taking advantage of our marvelous website. There is so
much to be learned from this ever-expanding goldmine. The information
available includes access to the Trading University, which holds more than
10,000 articles on trading contributed by some of the 3.5 million people who
have visited the site to gain knowledge and to offer nuggets of wisdom to help
their fellow traders, new and experienced - there it is again: “Traders Helping

Traders”—our constant mantra.
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The CCl comes to life

Donald Lambert developed a fascinating indicator
called the Commodity Channel Index in 1979.

Don was not a trader but a mathematician and
statistician who was brilliant at developing programs
for trading. His business, Lambert Programming
Service, supplied programs to traders using two
calculators, the HP-41 and the TI-59. He was the
authorized programmer and distributor for a

number of well-known trading system originators.

The CCI was developed to test the computing

capabilities of a portable calculator, not to trade with

it. In fact, Don has never used the CCI and does not intend to use it. Interestingly,
however, he wrote the article for Commodities Magazine that I had seen on how he
thought it could be applied and traded in the markets.

Don and I have become well acquainted over the years as I have developed
patterns on the CCI and grown my own “Traders Helping Traders” business. He has
given me a lot of his original work because of the techniques I have created with
his indicator. My strategies with the CCI are completely different from what Don
originally thought was possible, and he is pleased the CCI is helping traders. Don has
delivered excellent presentations at my CCI seminars—he is a great speaker—and I
am sure Don will be seen at future CCI events.

I have included much of his work in the following pages, including the article
he wrote back in 1980 that piqued my interested in the CCI. That article is still
listed today in most charting packages, along with the calculation of the CCI
as Don originally did it. Calculations are also listed for those who prefer to use
spreadsheets.

There is not much written about the CCI, other than Don’s work, much of which
has been reprinted here. I will explain and identify the setups that are traded now,
which have evolved over the years into something completely different from the

strategies and trades of the early years.
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COMMODITY CHANNEL INDEX: TOOL FOR TRADING CYCLIC TRENDS

by Donald R. Lambert, October 1980

(This article first appeared in Commodities Magazine, October 1980. Reprinted with permission of Futures
Magazine, 222 . Riverside Plaza, Suite 620, Chicago, IL 60606.)

Many commodities exhibit some type of cyclical or seasonal price pattern. But, the

commodity trader still faces the problem of detecting when these regular price

movements begin and end because climate and other real world conditions may affect

their timing.

One method that can help spot these turns is the Commodity Channel Index

(CCD, a recently developed index which is somewhat akin to a “standard score”

in statistics. The CCI doesn’t
calculate cycle lengths—you
must determine them yourself or
rely on an advisory service—but
is a timing tool that works

best with seasonal or cyclical
contracts.

To be useful in cyclical
markets, an index must examine
current prices in the light of
past prices but must not allow
data from the distant past to
confuse present patterns. For
this reason, the CCI uses a
moving average rather than an
exponentially smoothed average
as a benchmark against which to
measure current prices.

The comparison of current

prices to moving averages
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Jan. 2

Feb. 1

March3  April1

1980

Summary of trading results
Opening Opening Close Closing
Trade pate ~ Position price  Trade _ Date Price result

Oct. 2 Long
Oct. 10 Short
Oct.29  Short
Nov.13 Long
Dec.7  Short
Dec.31 Short
Feb.5 Long
Feb.19  Short
Mar.10  Short
Mar.21  Short
Apr.26  Long

$7.90
7.62
7125
7.38
7418
718
7.24
6.94
6.69
6.52
6.25
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Oct. 3

Oct. 26
Oct. 30
Nov. 25
Dec. 12
Jan. 15
Feb. 12
Feb. 28
Mar. 20
Apr. 8

Apr. 29

Total simulated trading gain

May 1

Approx.

$7.75  $-0.15

7.255  +0.365

7.22 -0.095
744 +0.06
7.27 -0.09
7.02 +0.16
7.18 -0.06
6.88 +0.06
6.62 +0.07
6.13 +0.39
6.19 -0.06
$+0.65
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solves one problem by providing

a moving reference point. But, it
leaves another problem for the
trader: while some commodities
typically move only a few cents
each day, daily moves in others
might be hundreds of cents. Rather
than develop separate rules to
determine each commodity’s
fluctuations, some standardization
technique had to be found.

A very simple solution to
this problem would be to divide
the difference between the
current price and the moving
average by the daily limit for
the contract, thus producing a
measure whose dimension would
be contract-independent. But, a
final consideration—that a given
price movement of a contract
will not always have the same
significance—rules out the daily
limit move as a divisor.

A divisor should adjust to
price action. It should be relatively
small when prices are oscillating
but should become larger when
a breakout occurs. In short, the
divisor should reflect not only a
contract’s possible trading range

but also the contract’s actual

Four steps to calculate CCI

1. Compute today's "typical" price, using
high, low and close:

Xy= 13 (H+L+C)

2. Compute a moving average of the N
most recent typical prices:

3. Compute the mean deviation of the N
most recent typical prices:

N
MD = i% ’X')'(-‘
N ]

i=1
4. Compute the Commodity Channel
Index: .
cel = 1.6 (X1- X)
MD
where

N = number of days in data base
X, = today's typical price

X, = yesterday's typical price
X3=day before yesterday's price
X\~ oldest typical price in database

N

stands for the sum of items fol-
lowing the symbol, starting with 1

and ending with N, e.g.

é Xi = X1 + X2+ X3...+XN

signifies "absolute value"; dif-
ference should be added as if all
were positive numbers.
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CCI action signal points for long trades with 10-day data base

Commodity cycle length in days

30 60 90 120 180
Entry, days
after bottom 6 6 6 6 6
oo above 3455%  955%  4.30%  2.45%  1.10%
Exit, days
before top 0 1 2 2 1
f{;’pbe'w 0 025%  050%  0.25%  0.05%
Percentage of
move captured 65.45% 90.20% 95.20% 97.30% 98.85%
CCI profit efficiency

Commodity cycle length in days
Length of 30 60 20 120 180
data base
5 days 92.35% 94.60% 97.45% 98.30% 99.25%
10 days 65.45% 90.20% 95.20% 97.30% 98.85%
15 days 43.65% 83.20% 91.90% 95.45% 98.30%
20 days 15.45% 75.00% 87.80% 92.70% 96.75%

recent trading pattern. In statistics, such numbers affected by both the size of data

and fluctuations in data are called “measures of variability.”

Not by hand

Most current trading methods were worked out by hand originally. But with the
availability of low-cost, high-capacity programmable electronic calculators today,
systems originators no longer are bound by pencil-pushing limitations.

Using a TI-59 programmable calculator to test various divisors, I chose the
mean deviation as the divisor for the Commodity Channel Index. It has never been
calculated by hand, and for all practical purposes, cannot be done by hand on a day-
to-day basis because of the time-consuming nature of the methods used.

The first two steps are easy—finding each day’s “typical price” by averaging the

high, low and close and computing a moving average of those typical prices. Step 3

10
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is the most difficult—computing the mean deviation for the number of days desired
from the new moving average each day. Once the mean deviation is known, however,
you can compute the CCI quickly.

The use of a 1.5 constant in the CCI formula scales the resulting CCI value so 70%
to 80% of the random fluctuations fall within a +100% to -100% channel. If the CCI
goes above the +100 line, that is a signal to establish a long position. When the CCI
drops below the +100 line, the long position is closed out. The same technicques apply
to short positions at the -100 line. You can modify the CCI to set your own parameters.

Probably the most critical factor in using the CCI is the choice of data base
length. Too short a data base will produce whipsaws as the index interprets daily
price fluctuations as being cycle tops or bottoms. Too long a data base, on the other
hand, slows response time to such an extent that breakout indications are given
later than is desirable.

Comparison studies were done on the interaction of data base length and cycle
length for a theoretical “perfectly cyclic contract” (PCC). While the 10-day data
base CCI detected cycle tops for various cycle length PCCs well, its ability to detect
a breakout suffered for short-cycle length PCCs [see first table on previous page].
Similar studies using 5-, 15-, and 20-day data base CCIs [see CCI profit efficiency table
on previous page] suggest the data base should be less than one third of the cycle
length to produce a reasonable level of theoretical efficiency.

A rather remarkable result was finding that the CCI always gave for all PCCs an
exit signal either at or before the extreme price, never after the extreme price.

While the 5-day data base CCI has the highest theoretical efficiency level for all
cycle lengths studied (table 2), it probably would be susceptible to whipsawing. Based
on that assumption, 20 days was set as the standard length of the data base in the TI-

59 calculator program although any period between 5 and 25 days can be used.

Donald R. Lambert has degrees in mathematics, statistics and accounting and
has been teaching these subjects on a private basis for 25 years. Lambert is not a
commodity trader himself but runs a programming service from his home in Los
Angeles. He is the authorized programmer and distributor for a number of well-

known trading system originators.
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Dear Trader:

The Commodity Channel Index is an original development of the
Lambert Programming Service. It has never been traded.

Tests on historical data have produced mixed results, since in each
case a trader would have to decide whether to use it for trend following
or channel trading.

Attached in & graph (September 1979 oats) in which it could have worked
for either I have assumed that the trend follower takes a position when

the index passes out of the channel and closes out when it reenters the
channel. The channel trader, on the other hand, was assumed to take

a position when the index enters the channel and to close out when it
exits the channel. For purposes of this example, 100 and -100 were taken
as the channel boundaries. Results, with actions taken on the openings,
might have been as follows:

DATE ACTION PRICE

Trend Follower: Jun 8 BUY 162.25
Jun 27 SELL 178.80
Jul 13 SHORT 166.00
Jul 19 BUY 187.75
Jul 20 SHORT 163.00
Aug 7 BUY 139.75

TOTAL (ignoring commissions)
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DATE ACTION PRICE RESULT
Channel Trader: Jun 27 SHORT 178.60
Jul 13 BUY 166.00 +28.50
Jul 19 BUY 187.75
Jul 20 SELL 163.00 -4.75
Aug 07 BUY 139.75
(end of data base) Aug 2 SHEHLL 150.00 +10.85
TOTAL (ignoring commissions) 28.00

As with any system
tested only on
historical data, actual
results could have
been far different due
to market conditions,
and these results

do not necessarily
indicate future

expectations.

Yours for good trading,

Donald R. Lambert

L(HH[;L’)' TI'U({[HHJHH (] SL"'\'I('('.\'
i C d.

180 September

170 \ [ ' (OF| )

I
160 r[LL,‘”lrLHWJ..h
160 &

[rl[ll'llQA

140
130

F300 e r e L SR T 1
+200 --

Commodity  +

Channel

Index

(20 Days)

CHAPTER 1: THE REVOLUTIONARY WAY OF TRADING THE CCI

13


Андрей
forex-warez





INTRODUCING THE CCI




The psychology of pattems

Each pattern has its own story to tell. By this

I mean that each pattern describes what is
happening in the market at a particular point in
time. I educate traders not to watch the price bars
but to watch the patterns being formed by the

CCI and learn from the patterns themselves what
they are revealing. Basically they tell you what

the rest of the “herd” is doing, which way market

is moving. Herd mentality is part of the world of
traders. Imagine a huge herd of buffalo roaming the Great Plains of North America;

it often only takes a couple to get wind of some predator to make the entire herd
stampede in one direction or another. This is just the way of the trading world.

The CCI is a momentum indicator that measures the acceleration of prices over
a period of time. This measurement describes what is happening with the movement
of the vehicle being traded. Each story is created by the patterns being formed on the
CCI. These patterns form over and over again on a consistent basis.

As a trader trading with the CCI this story can be translated into a trading
decision. By understanding what each pattern is telling you, you can make an effective
decision when to enter and when to exit the market using the patterns as a guide.

Each pattern will explained here, along with exactly what story that pattern describes,

with the sure knowledge that it will help traders trade their own strategic plans.

The CCl trading system platform

Along with the help of many “traders helping traders,” I have designed a trading panel

upon which the CCI patterns can be observed developing, giving you, the trader, signals

as to when to enter and exit trades in line with your trading plan and the CCI patterns.
This trading panel was created with five “value” lines upon which the patterns, in

the form of histograms, develop in real time with the various markets. Different colored

dashes stacked upon these value lines and different colored vertical bars within the

histograms give you warning as to what is about to happen in that particular market.

16

CHAPTER 2: INTRODUCING THE CCI



If you are a new to the trading business I always recommend that you stick with
one pattern, learn its quirks, follow it and keep stats on it until you can recognize it and

the nuances that lead up to it on any chart. This will help you become a successful trader.

CCl zero line
The zero line is shown as a single yellow horizontal line in the center of Woodie’s trading
panel. This is the line by which all Woodie’s CCI system trading patterns are defined. The
zero line shows major “support and resistance” at this moment in time, which means that
it does not represent a forward-looking projection of where support and resistance will be
in the future but what is happening at this precise moment in time.

This line is the axis of all CCI patterns and will be tested and crossed several
times during the trading day. It is important to pay attention when the CCI line

crosses the zero line.

CCl value lines
Four other lines are to be found on the trading panel and these are known as the CCI
value lines (see figure 2.1 below).

Light blue lines appear above (+100) and below (-100) the zero line and are known as the
“100 lines” and white lines above (+200) and below (-200) which are known as the “200 lines.”

CCIZEROILINE LEAST SQUARES' MOVING AVERAGEINDICATOR

Sidewinder /2
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Zero Line Zero Line
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A0 SRy Chop Zone \_5
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200 Sidewinder B

CCl'trading panel'showing value lines LMSA; Sidewinder and Chop Zone indicator;are now:stacked
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The +/-100 lines show minor support and resistance in the market. The +/-200

lines indicate extremes which point toward the market being overbought or oversold.

Least Squares Moving Average (LSMA) indicator

It is on this zero line that a series of red and green segments appear. These segments show
the 25-period Least Squares Moving Average (LSMA). When these segments on the zero line
show up as green this means the market price is higher than the LSMA. When they show
as red it means that the market price is below the LSMA. The LSMA is also known as the

“linear regression curve.” The LSMA is used to confirm trade patterns and exiting positions.

Sidewinder and Chop Zone indicators
The Sidewinder and Chop Zone indicators are designed as a revolutionary way of
trading and are plotted on top of the CCI +/-100 value lines and the +/-200 lines.

Both the Sidewinder and Chop Zone indicators are color coded to allow the trader
to REACT by their sense of sight. These are unlike all other indicators, as there are no
numbers to look at and no lines crossing. Colors are the primary way of reading the
indicators. Both the Sidewinder and Chop Zone indicators are used as nuances for the

ZLR (ZLR) trade only at this point.

ATYRICAL GCIIRANEL

The/CClipattems are always shown as

histograms matle up.of vertical gray

lines hordered by heavy hlack lines.
The thinired line shown denotes the
Turho!CCI.

e o m omm e oww owm om omw omowmomomomow 200
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Using the Sidewinder, the three colors are red, yellow and green. The red color
indicates no trend strength, while the yellow color shows a trend developing and the
green color shows a strong trend. The Sidewinder shows trend strength both up and
down. On the ZLR you must have yellow or green printed, which is plotted on the 200
lines on Woodie’s trading panel.

The Chop Zone is also color coded. The key colors for this are cyan (turquoise)
and brown. Cyan showing for three bars or more indicates an up market, and brown
showing for three bars or more indicates a down market. Multiple colors indicate a
sideways market or consolidating market. This indicator is plotted on the 100 lines on
the panel. The three-bar rule is important.

Both indicators must be used together along with ZLR nuances on the CCI, as one
shows direction (Chop Zone) and the other shows strength (Sidewinder). All nuances
must agree, along with the nuances of the ZLR. If only one agrees, then a trade should
not be initiated. How they are coded is not important but applying them correctly is
critical. Both are mathematically correct.

These indicators, once again, allow the trader to use their physical faculty of sight
to recognize what is happening in the market at that point in time.

I would like to thank both Earl Zausmer and Bernie Schoch, who put them

TWOIEXAMRLESIOF TYRICAL CCLCHARTS
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together for me so that we could help other traders with this trade, keeping up with

our theme of “traders helping traders.”

CCI histograms and settings
The CCI patterns are always shown as histograms that start with vertical gray lines bordered
by a heavy black line. These histograms turn into different colors as the market trend
changes. Green bars indicate an uptrend, red bars a downtrend and a yellow bar, as the fifth
bar after four gray bars, warns of a new trend being established (see figure 2.4 below).

The CCI settings of 14 are used on all the charts up to 60 minutes and a CCI
setting of 20 is used for all charts 60 minutes or above.

The CCI can be used on all charts: tic, volume, range, daily and weekly. They can
be applied to any trading vehicle, such as indexes, stocks, commodities and forex.

The Turbo CCI has a setting of six and registers on the trading panel as a thin red line.

All of the CCI patterns in all trading vehicles, as mentioned before—indexes,

CCI'PANEL WITH'RRICE

e - ey o Line/#1'is the zero lineiand has the 25-period Least
Al s ‘51“'2°_Cc_'l‘ Eed 4200 SquaresMoving /Average! (LSMA). On this LSMA red dots
‘ signify:the prices helow:and green dots signify prices
ahove the line:
o Lines #2 and #4 are the +/-100 value lines. Woodie's
Chop Zone indicators (CZI) are plotted upon these lines.
o Lines #3 and #5 are the +/-200 value lines. Woodie's

Sidewinder indicator,(SW) is plotted upon these lines.

r \ ¥ ;f
GCI=Black
il

20 CHAPTER 2: INTRODUCING THE CCI



stocks, commodities and forex—are defined around the zero line. All of the charting

packages offering the Woodie’s CCI trading system have the same layout.

CCl extremes
The market is said to “go to extremes” when the CCI line passes above or below the +
or —200 value lines. These value, or support and resistance, lines initially show up as
white lines on the CCI platform, as shown on the previous charts, with the Sidewinder
Indicator stacked on top (see figure 2.5 below).

The +/-200 lines indicate extremes which point toward the market being overbought
or oversold. When the CCI line has continued past the +/-200 line (gone to extremes) and

then reversed back toward the zero line, this is known as “hook from extremes.”

CCl angles

w When working with the CCI the angle of return on the CCI line is important. A

CCI'GOES TO'THE EXTREMES
MERiTy

The:CCllbreaks through the -200!line with the The!CCl breaks through the -200line withithe mini-
EuroDollar EX. sized Dow in this example
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strong reversal after heavy selling with some buying creates the angle and shows
momentum. Because this is a momentum indicator, you would expect the indicator
to be “momentuming.” Conversely, a weak reversal will show up as a flattened angle
with little conviction of movement (see figure 2.6 below).

A good angle, for instance, is important with the Tony Trade; the CCI should then
cross back over the zero line at an acute angle. However, it should be noted that the
sharpness of the angle does very much depend upon the scale of the charts. The angle is
the inverse tangent of the amount of vertical deviation, or tics, over the amount of bars.

It is a good idea to look at angles over a long period of time in your stats, which

CCI'ANGLES

A'strong reversal after heavy selling
createsithe angle and indicates
momentum. When the market is
overhoughtor oversold, has‘gone to
extremes, passes through the +/-
2001value lines and then reverses
hackiupisharply;itiis alsoknown'asia
“hookifrom extremes.” A'wide open
angle indicates is hesitant ahout
where it willmove next, and'you
should think of staying out ofithe
trade opportunity:

-200 line
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will give you greater confidence recognizing a good angle in relation to the scale of

your charts and knowing the minimum slope needed for various patterns.

Turho CCI (TCCI)

There are two indicators used in Woodie’s trading panel: the first is the CCI 14-period

mentioned earlier, shown as a heavy black line on the trading panel. The other is the

CCI six-period, and is designated the Turbo CCI, or the TCCIL The TCCI registers on

the trading panel as a thin red line (see figure 2.7 below).

The TCCI is used for two reasons:
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1. It gives warning when, after a move, it hooks inside the 14 CCIL. This warning says
that prices will go sideways to an opposite bias. However, we do not know how
much or how far. This is an area that those trading multiple contracts will exit some
positions. It is not used for entries or in the use of patterns. It is popular because it is
the only indicator that provides a heads up. Again, this is completely different from
what has been written or used in technical analysis to the present date.

2. It can be used to draw trend lines and in combination with the CCI to draw
trend lines on the CCI indicator. This helps because trend lines can be drawn

on the CCI in areas where you are looking for patterns.

Trend

The trend is defined as six consecutive bars above the zero line or six consecutive bars below

the zero line. This establishes the trend regardless of what chart time frame is being used.

CCI'TURBOICROSSINGIBELOW. ZERO!LINE CCI'TURBOICROSSING'ABOVE ZEROILINE
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If the CCI trades on the other side of the zero line the trend has not changed until six bars
have printed. We do not use any other method to establish the trend—no moving averages
are used nor are larger time frames or price bars used. We do want traders to trade with the
trend, especially new traders. When the fifth bar on the trading panels is yellow, this gives
traders the heads up that the next bar will set the trend (see figure 2.9 below).
The trading panel can be downloaded from twelve charting packages that
are accessible through our bulletin board on the website. More and more charting
packages are making our information available to their traders every day.
If you are new to trading, I recommend that you trade with the trend and not use the
trend-changing patterns we discuss until you have learned to trade the trend patterns first.
Trend patterns include the ZLR, the Trend Line Break, the Tony Trade and the GB100.
Trend-changing patterns, including the Famir, the Vegas Trade and the Ghost

Trade, should be used by more advanced traders.

CCIIDOWNITREND CCI'UP TREND
1B _ e" 2000°5Min MiniRussell 2000 =5Min

Red-colored CCI histogram hars helow:the zero line show Blue/green-colored bars indicate an up trend.
the downtrend.
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PATTERNS ON THE CCI




I will explain each of the patterns that form on the CCI in the following pages. Charts are
included to help illustrate the patterns on the CCI. Beginning traders are strongly advised
to stick with these patterns and practice them rigorously on a demonstration trading

platform until they feel they can recognize the patterns easily and feel confident that they

understand all the skills, rules and nuances necessary to trade in a live environment.

Trend-agreement trade patterns
Trend-agreement trade patterns, or trend-continuation patterns, as they are otherwise
known, are trade patterns that are in agreement with the established trend. The
following patterns are examples of trend-continuation patterns:

1. Zero Line Reject

2. Trend Line Break (TLB)

3. The GB100 (GB)

4. The Tony Trade (TT)

ZLR LONG: THE SETUP

o The!CClimust!have!six hars abovethe zero Line
o The ChiopiZone indicator must have three hars or
14 perlod cel | more oficyanicolor

allowindar ridladless o The Sidewinderindicator/must be yellow/green color

Chopzane Indicatar

= -\- o owm w00 o The CCl'must then come back within the +100line

® The CCl'must hook up at a good angle and have a

I
| l } o The CCl'must have gonesahove the +100!line

' ! 15 20 Zoro
' LSM" ""“f 2l j Hlug long hook up 15-20 or'more CClipoints on the 14! CCl

Points
6 period TCCI

W OWE WS W RR W W we bW e ome e o w100
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| Once these conditions are met the setup is iniplace.

] 22008
Sidewlnderindicatos

The triggenis the har(close or20 to:30 seconds to bar print for:the more aggressive trader. It the signal bar closes outside/of 120 o not
chase the trade, so if this isiahout to happen you may want to/wait until 'harclose: The psychology of this pattern is tohuy.the dip.”
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Zero Line Reject

This pattern is a trend-continuation pattern that is particularly recommended for
beginners. The conditions needed to recognize a ZLR pattern or set up on the CCI is
to see a trend established with the required minimum of six bars above or below the
zero line, reaching at least the + or =100 line. These six bars validate the trend. On
the trading panel, when the fifth bar shows as a yellow color, it will give traders the
heads up that the next bar will set the trend. The bars in a long trade will then turn
green or, if it is a short trade, they will turn red.

A ZLR long trade must have six bars above the zero line and a ZLR short trade
must have six bars below the zero line (see figure 3.1 on the previous page). At some
point on these six bars the CCI line must have reached at least the +/-100 value line
and then have travelled in the opposite direction to the established trend to below

the +/-100 line or just through the zero line. I, personally, always wait until it crosses

ZLRILONG: THE TRADE
E : The Trade

'x..l'l

- |
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The psychology of the ZLR is “huy the dip” and “sell the pullback-"
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back over the zero line; I really don’t feel it has rejected until it crosses back over.

During this time the Sidewinder Indicator must be colored yellow or green and
the Chop Zone Indicator must have three or more cyan bars showing for a long trade,
or three of more brown bars for a short trade.

The CCI line must then reverse back (this is also called “hook up”) in the direction
of the established trend. It is important that the angle of the hook up is at least 15
points on the CCI line.

Once these conditions are met, a set up is in place. You have recognized a ZLR.
Congratulations! I will cover executing a trade once all four trend-continuation
patterns have been explained.

One additional consideration, if the signal bar closes outside the CCI +/-120
levels, do not chase the trade as this is a sign of an overbought and oversold market.
And keep in mind, a trend does not change until you have a minimum of six bars

above or below the zero line.

A'ZEROILINE REJECT LONG TRADE

Tt MiniRtsself
5 b 08/44/08

ZLR long trade must have six hars ahove the zero line and have reached at least the +/- 100 lines.
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A word to the wise with ZLRs: Buy the dip
and sell the pullback! Many traders are told
to “buy the dip and sell the pullback” but not
exactly when to execute this. It has been left
up to the trader to enter when he or she feels
the time is right. This, however, can cause
immediate loss or drawdowns as it is all a
discretionary entry.

This is where the ZLR pattern comes into
play. It tells you when it is time to “buy the dip”
or to “sell the pullback.” The CCI is measuring
when buying is coming into the particular market
being traded—time to “buy the dip!” It also
shows when selling is dominant so the trader
can “sell the pullback.” You will help your trading
by reading and understanding the ZLR. There

is no other indicator that can give you this great

advantage in trading or investing. Although, as -

we all know, nothing is 100-percent certain in the

world of the financial markets!

Trend Line Break (TLB)

This trend-continuation pattern can be either a trend in agreement with the current
trend or a trend-changing pattern. Figure 3.4 on othe following page shows examples
of trend agreement.

A TLB with the trend is a line that shows when support or resistance is broken and
a move can be expected back with the previous trend. When drawn on the CCI indicator
it shows, the majority of the time, a break before a trend line on prices appears. This is
why we draw them and what gives us the advantage ahead of the herd.

When constructing a trend line it must originate at the peak of the CCI above or
below the +/-100 line, although it is better if the peak is above or below the +/-200

line. This trend line must touch the CCI in at least two places—in fact, the more times
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it touches the CCI line the stronger a signal it becomes. The TCCI can be used when
creating a trend line and often creates a sharper trend line, but I do favor the CCI line
itself. Drawing a trend line is an art and following these guidelines along with plenty
of practice will help you immensely.

When the CCI line crosses the trend line a trade is signalled and the closer the
actual TLB is to the zero line the better.

The TLB is usually a confirmation of a ZLR, but not necessarily—it does stand
on its own as a trade signal. However, when more than one of our patterns are in
agreement there is a higher probability of success!

A TLB with the trend is a trend trade, the trend being six bars above/below the
zero line as outlined in the piece about the trend using the CCI. The following charts
show this and the second chart shows a trend line break with five bars below the zero

line—as long as there are not six bars it is still with the up trend.

TRENDILINEBREAK'SHORT
It WM EEeIl 2000 GG

The trend line: must “touch” the CCliin at |east two places, and the TCClialso can be used when constructing a trend line.
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GB100 (GB)

This next configuration is also a trend-continuation pattern and is another pattern
recommended for novice traders. The GB100 is named after a longtime trader in the
chat room, GBOO7.

The GB100 pattern is “the ZLR that went too far.” It is a ZLR that continued on
past the zero line and then on past the +/-100 lines in the opposite direction to the
trend and then decides to return back to the original trend, showing an acute angle
on the return.

It has all the same psychological aspects of the ZLR, however some of the
nuances change: with the GB100, as the 100 line is such a strong support and
resistance line, two things are slightly different to the ZLR:

1. The CCI line has to break the trend line.

2. The CCI line has to come back through the 100 line.

AGB100/LONG TRADE A GB100'SHORT TRADE
d5Min ; ini Gold G i

Fora trade toihe called'a GB100 there must he/a Trend Line Break and the pattern must he triggered
hefore sixihars are printed.
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To be a GB100 there must be a TLB and the pattern must be triggered hefore six
bars are printed. See the example chart on the previous page.

A good signal that a GB100 is likely is when the Chop Zone Indicator shows a
long line of cyan (long)/brown(short) color for a good period of time. This signifies that
any moving average will have a good slope up/down. The Sidewinder, in this case,
does not have to be in agreement.

If you have decided to trade a GB100 you should enter the trade when the ZLR
hooks back up, once it has crossed the +/-100 line with a sharp angle on its way back.
A GB100 must trigger before the CCI prints the sixth bar. It should then continue back
up to the original trend, through the zero line, and onward past the +/-100 line, which
is where you should exit the trade.

Figure 3.5 on the previous page shows both a long and a short GB100.

Tony Trade (TT)

The Tony Trade is named after Tony Holden, or TonyUK as he is known in the chat
room. Tony manages the Woodie’s CCI Club website and is the technical director at all
our seminars and Trade-a-Longs. He puts in countless hours sorting out the technical
problems of the site for me and for a large number of individual traders who need
technical support on the website.

What makes this pattern special is that the CCI is a momentum indicator and the TT
shows this perfectly. The pattern is formed by a lack of momentum after a prior trend has
been in place. The pattern is shown by the histogram of the CCI going above/below the
zero line for at least four bars, and no more than nine bars, but none of the bars have the
momentum to go above/below the +/-100 lines. This shows a real lack of interest in the
opposite direction of the previous trend when the CCI cannot even make the +/-100 lines.

To confirm this pattern as a TT you should look for other CCI patterns within
the configuration of the TT—for instance you might see a Ghost, which is a trend-
changing pattern that you will learn about in a later chapter.

To use the TT, there must have been a preceding trend. The CCI should then cross the
zero line for a minimum of four bars, or a maximum of nine bars, none of which will have gone
above/below the +/-100 lines. The CCI should then cross back over the zero line at a good angle.
Angles are very important when you trade the CCL This is where I would enter the trade.
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A trader can be aggressive with this trade as it is with the trend and there is a
lack of momentum to establish a new trend. I do expect movement after crossing the
zero line to be aggressive.

The CCI should continue to move in the direction of the preceding trend, hook over
and, once the CCI has crossed back over the +/-100 line, the trade should be exited.

There are some clues to watch out for in the TT:

o There will be a solid cyan line on the Chop Zone Indicator located on the
+/-100 lines.

o There should be a solid green line on the Sidewinder Indicator to be found on
the +/-200 lines. If the Sidewinder Indicator is not solid green then it means
there is not a lot of interest in buying.

e There is a trend line break.

o There are between four and nine bars opposite to the current trend, none of

which have gone above/below the +/-100 lines.

A'TONY-TRADE L[]NG TRAI]E A'TONYTRADE LUNG TRADE

i
t ___________

dlGHostRGtern

Enfryl@nilheTony drade

A'Tony Trade!is confirmed whenthere has heen a prior trend that crosses;the zero line for;a minimum of four
histogram hars and no/more than nine, noneiof which haveigone ahove/below +/- 100/lines.
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You should look out for other patterns to confirm the trade. A trader can be
aggressive with this trade as it is with the trend and there is a lack of momentum to
establish a new trend. As I say, [ do expect movement after crossing the zero line to be
aggressive. Figure 3.6 on the previous page shows examples of long TTs. This Woodie

pattern appears on all trading platforms.

Trend-changing trading patterns

Another unique aspect of trading the CCI and the patterns is the existence of trend-
changing patterns. In the world of technical analysis there are trend and counter-
trend trades. Because the CCI is a momentum indicator, the patterns develop

when more buying or selling occurs, showing that a trend change is possible.
Hence, the trend-changing patterns. These patterns occur in a counter trend area,
but as I describe, they show the trend change possibly coming. This is one of the
revolutionary aspects of trading the CCl—you won’t find it written about anywhere
else but here.

Trend-changing patterns include the Famir Trade, the Vegas Trade and the Ghost
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The Famir is a trend-changing|CCl pattern.
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Trade. I strongly suggest that these indicators should only be used by more advanced
traders.

1. The Famir Trade

2. The Vegas Trade

3. The Ghost Trade

4. Horizontal TLB

The Famir Trade

The Famir pattern is named in honor of a very dear friend of mine, Dr. Famir.

It is a pattern that tests and retests the zero line—thereby testing and
retesting support or resistance. The Famir could be deemed a ZLR or a Double
ZLR! The zero line shows major support and major resistance and if this testing of
the zero line fails, then a Famir pattern is developing and can be traded. As with
the ZLR pattern, the Famir has the most success within the +50 and -50 limits.

As I have said, the Famir Trade is not a trade for the beginning trader. Stick

with the trend-continuation patterns until you are truly confident with your trading
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The Famir tests and retests the zero line. The LMSA will he colored red with a short Famir trade.
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techniques. Having said that, for you advanced traders, the Famir is one of the most
prolific patterns with a high probability of success.

A Famir pattern often develops after another trend-changing pattern, such a
Ghost or a Vegas trade.

So, with a Famir pattern, the 25-period LMSA must be in agreement with the trade—
that is, if it is a short trade the LMSA will be colored red and if it is a long trade the LMSA
will be colored green. All movement must take place within the +/-50 area as this gives
strength to test and retest the zero line.

The up or down trend must be above or below the zero line for more than six
bars. I think that no more than four or five bars works best and I will not take a
Famir if the LMSA is not in agreement. There must be a ZLR and a retest with a sharp
return angle.

The trigger I prefer for the Famir is the taking out of the zero line. The exit
should be as the CCI crosses the +/-100 lines.

A'FAMIRILONG'SETUP AFAMIRILONGISETUP

The ZLR must he within the!CCI'50'lines, withithe LMSA showinggreen:for allong Famir trade.
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Hints that show this is a trend-changing pattern are:

o A solid brown Chop Zone Indicator that suddenly changes to light brown
and/or a good strong down trend with a green Sidewinder Indicator suddenly
changing to yellow.

o A possible ZLR without enough CCI points to be a ZLR that we would take.

o The Sidewinder Indicator showing red indicates prices below.

o The angle of the CCL

o A reject zero line within the +/-50 lines that is not necessarily the zero line.

Vegas Trade (VT)

The Vegas Trade is a trend-changing pattern that was released at a Las Vegas Trade-
A-Long in 2004.

The Vegas configuration develops after the CCI line has extended up to, or past,
the +/-200 line in agreement with the trend. This is known as “going to extremes.” On

the CCI this indicates that the market is either overbought (long trades) or oversold

A'VEGAS TRADE LONG A VEGAS TRADE SHORT
Euror FXS5M y il I iHiGald 45Min

The Vegas Trade forms a “rounding or.sideways action, which is called the “hattle of the bulls.and hears."
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(short trades). Once the CCI goes to extremes, profit taking comes into play and also
“bottom or top picking” traders enter the fray.

When traders are unable to make much headway they will start buying or selling out,
which, in turn, forces those with longs or shorts to cover their trades, which drives the CCI
to take out prior swing high/swing low thus triggering the entry into the VT.

OK, as they say in Vegas, “Showtime!” The VT is another of our trend-changing
patterns and has a few significant basic principles.

The CCI line must have continued past the +/-200 line (gone to extremes) and
then reversed back toward the zero line (otherwise known as “hook from extremes”)
retracing to at least the +/-100 line.

Having done this, the CCI creates a “swing high” or “swing low,” depending on
whether you are long or short, and then forms a rounding, or sideways, action, with
a minimum of three CCI bars with the fourth bar breaking and a maximum of 10 CCI
histogram bars. This is caused by the “johnny-come-lately,” who missed the initial
move, jumping on the bandwagon and trying to push the market either up or down.
This is called, “the battle of the bulls and bears.”

This sideways action can appear as cup shaped (with a long VT) or dome shaped
(with a short VT), consequently the designation “rounding,” or as peaks and valleys,
and it tells us that there is a high probability that this will be a Vegas pattern (see
figure 3.10 on page 45).

This pattern will become valid as the CCI line turns back toward the zero line and
crosses the horizontal trend line drawn off the swing high/swing low points.

There are several clues that will suggest to you that a VT pattern is “in the cards,”
as they say, and these are:

o A yellow color on the Sidewinder Indicator showing that the trend to the

downside is weakening;

e The ZLR failed;

o The LSMA shows green bars for a long trade and red bars for a short trade.

The trigger to enter a VT is when the CCI breaks the trend line and takes out the
swing high/swing low. The exit point would be when the CCI comes back through the
+/-100 line or hooks from extreme.

It is exciting to watch these patterns develop on the CCI and, as you learn to read
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the market, the patterns will help you to trade

your plan.

The Ghost Trade (GT)

I always say “You gotta love the Ghost!” It is my
favorite pattern.

The Ghost Trade is a trend-changing trade
and the name originates from the actual pattern
itself—it looks like one of those Halloween
phantoms you see around the end of October each
year. The pattern includes three peaks in the CCI
line, which form the head and two shoulders of

the Ghost. This is in agreement with the trend.
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The Ghost pattern comes in two forms: the Regular Ghost and the Mittens Ghost.

The difference between the two is that the Regular Ghost pattern features both arms

below the head and the Mittens Ghost pattern shows both arms above the head.

Having said that, we talk about a “Regular Ghost,” where the pattern is formed

above the zero line with the shoulders below the head; an “Inverted Ghost,” where the

pattern forms below the zero line with the shoulders below the head; and a “Mittens

Ghost,” where the shoulders show above the head.

I do feel that, for the beginner, however, it is necessary that the middle peak be

larger than the first and the third.

The GT is the only trade that has a target. The target is calculated by calculating

the number of CCI points between the neckline point below the central peak and

the top of the head. Subtract these points from the neckline break to set your target.

Neckline to top of the head in CCI points, CCI points from the neckline break down

and this equals our profit target on the Ghost. People will normally use that when they

are trading multiple contracts.

A'SHORT GHOST TRADE
Ghost Trade

Sldewinderindicator

|’i%i"’L;. S

Chapzona idicator

SidewinderIndicator
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Once the Ghost has formed its first and second peaks, a “neckline,” or line break,
should be drawn where the CCI line reverses back to the trend, extended so that
when the third peak crosses this extended line a trend-CHANGING trade is signalled.
A Ghost is a Ghost when you have either both shoulders above the head or both
shoulders below the head—if these are not showing then it is not a Ghost! They come
in all different sizes, big ones, small ones and itty-hitty ones—they are all Ghosts as
long as they have the shapes [ have described.

I, personally, favor a Ghost with the neckline facing the zero line. This is because
I feel it is going to go my way, but remember—a Ghost is a Ghost is a Ghost! A Ghost
is only a viable Ghost if you can see the background color or the histogram in the
gap between the neckline and the peak. The trade exit should be taken when the CCI
crosses the +/-100 line.

The psychology of the Ghost: We have an up trend, for instance, and suddenly
we reach a point where we get some profit-taking. The momentum is slowing down

a little and a shoulder is formed. Then we have some johnny-come-latelys come into

A'LONG GHOST
Goaglends

The first long Ghost Trade shown is an “Inverted Ghost"; the short tradeiisia “Mittens Ghost."
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the trade—these are the people who missed the initial up. On this dip they buy in and
try to push the trend back up, and this forms the head of the Ghost. Then we get some
more profit taking and it brings it back down again! Then they decide that it is a good
time to buy, and they jump in, but they can’t quite get it to really go. So what happens
here is the professionals and the CCI traders see this, and this forms the second
shoulder of the Ghost and they take out the neckline which is the trigger.

This demonstrates my point about the CCI patterns beating those traders
watching the price bars and their lagging indicators—the CCI trader gets into the
trade one bar ahead of the rest of the world. This happens time and time again.

I would also mention here that, often, a Famir pattern will form after a Ghost.
The neckline break is the trigger and it will depend upon what type of trader you are
as to when you enter the trade: aggressive traders will take the trade immediately, as
soon as they see the line crossing the neckline, while more conservative traders will
wait until 20 to 30 seconds before bar close. The most conservative traders will wait

until the bar prints to take their trade. None of these methods is incorrect; it merely
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depends upon what style of trader you are and what you feel comfortable with. That
is the key to good trading—you have to feel comfortable and confident when you
trade.

The Ghost story shows that the CCI patterns are highly visible. Learning how
to read the CCI patterns and applying that knowledge correctly will give you an

advantage over the herd.

Horizontal TLB (HTLB)

The Horizontal TLB is a trend-changing pattern. I also use it as a money management
line. If I am in a trade long, I can draw a horizontal trend line to stay in the trade
much longer.

The HTLB must touch the CCI in at least two places, as stated before, the more
touches the stronger the trend line. You can use the TCCI and the 14 CCI to draw the
horizontal trend line. The trigger comes when the horizontal trend line is broken.

The HTLB can be used for two things:
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1. It can get you into a trade that might be a trend-changing pattern

2. You can use it as a money management trend.

Although the HTLB is a good trade to take, it is among the least popular trades,

so we will not spend much time discussing this pattern.

Recognizing a trendless market
So, having seen the trend-continuation and trend-changing CCI patterns, there
will always come a time when there is a “trendless” market. It is important to
recognize this and know how to treat it. For a start, you should treat it with
respect!

A trendless market can be recognized when the CCI stays between the +/-100 CCI

lines, crossing the zero line with increasing frequency, with the Sidewinder showing

ANIHTLB LONG TRADE ANIHTLB SHORT TRADE

¥
ﬂ_[“”lf

The:more timesthe CCl touches thehorizontal trend line Both the CCl'and the TCCI lines are used toiconstruct a
the hetter. horizontal trend line.
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as a red color and the Chop Zone Indicator showing multiple colors (see figure 3.17

below). Given these conditions you should not initiate a position.

When to initiate a trade after a trendless market

If you wish to initiate a trade after a trendless market you should wait until the CCI
goes to extremes at the +/-200 lines. This shows that momentum has returned to
the market and that you should again be looking for our patterns. This will also be

reflected, most times, in the Sidewinder Indicator showing yellow/green.

INITIATING A'TRADE WITHOUT A TREND

The!CCl crosses theizera lineimany times hut stays within The CCl'tradeswithinithe 100!lines then goes toiextremes
the 100 lines; this is also known as a flat market. anditheniinto/a trend.
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MONEY MANAGEMENT
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Money management is one of the most important features in a trading plan. In fact,
the most important thing while trading, apart from trading your plan, is protecting
your risk exposure and preserving your capital.

As T have indicated before, adequate capitalization is crucial when trading,
because insufficient funds will badly impair your ability to trade without worrying
about losing money on every trade. Even the most practiced trader will experience
runs of losses and your account must be strong enough to withstand this.

When you begin to “paper” trade (long before you go live) you should record
every trade you make. These statistics will enable you, among many other useful
things, to calculate your winning percentage. If you are not profitable on paper you
should consider going back to the day job!

A losing trade will in turn bring about a withdrawal from your account. From a

capitalization point of view, your maximum withdrawal should never be more than 10

TRADE ENTRY
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Money Manadgement
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A. The estahlished trend; B: the CCl' moves down toward the zero line; C. the CCl turns back up'in
agreement with original trend and triggers trade entry; D.the TCCI confirms move; E. possihle exits
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percent of your account balance, and the maximum loss per trade never more than 2
percent of your account balance. This means that your maximum trading position must
be related to the amount of money you have in your account and your stop loss positions.

Gains and losses should pan out at 2:1. This means that your winning trades
must be two times the size of your losing trades. This is called the risk/reward ratio; I
encourage beginners to use a 2:1 ratio. _

Remember also to include in your calculations slippage (the difference between
estimated transaction costs and the amount actually paid) and your broker’s

comimission.

Trade entry and execution
Your trade entry will depend very much on your style of trading. I've classified traders

into three different types of trading:

ENTRY EXECUTION
Chart A ‘ Chart D

S N Bar Still Bar Still Bar Closed
Reference Forming Forming Valld ZLR

1 nmih--ms‘ v

~Note: CCI
Bointing Note: CCI

Pown is Flat

Your screen could show.any one of the ahove charts. Charts A and D'show a Zero Line Reject pattern, B and C do not.

CHAPTER 4: MONEY MANAGEMENT 61

WWW.FOREX-WAREZ.COM



Андрей
forex-warez


6. CCI forming a flat top formation.
On a flat top formation the CCI goes flat with a lack of momentum. A flat top
usually shows a very definite stop in momentum to the upside/downside so
some CCI traders will use that to exit.

7. Crossing a horizontal trend line.
I use this especially when I have a good up day or good down day. Instead of
using the crossing of the +/-100 line I like to draw a horizontal trend line as
a money management line to hold me into the trade longer, so my horizontal
trend lines are drawn inside the 100 and zero lines.

8. LSMA disagrees with the trade, i.e., they will stay in a long trade, for instance
with a long line of green dots, and exit when the LSMA changes to red.
That signifies that prices have gone below the 25 LSMA, which is the best fit
moving average.

9. CCI crossing the zero line.
Some traders feel that as long as the CCI stays below the zero line they can
stay in their shorts, as long as the CCI stays above the zero line they can stay

in their longs.

Market conditions vary each and every day

The Trading University on the website can give you up-to-date information on all the
subjects I talk about in this book, including trade exits, and I cannot recommend it
highly enough for those of you who genuinely want to learn about the CCI patterns

and how to trade with them.

The CCI can get you in at least one har ahead of the world!

As a trader, one of the most important aspects in trading is your entry into a trade—at
least this is very much the case with day trading.

The CCI is known as a leading indicator among technical analysts. It does
just that—leads other indicators—as the basic CCI patterns discussed in this book
illustrate. This provides traders with an enormous advantage that most traders are

not aware of—in fact, most traders do not even know this advantage exists.
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One of the main reasons that I do not use moving averages in day trading is the
long time lag. People who use them in day trading get into the trade late. This is one
of the most significant reasons why so many traders lose in the day trading arena.

One must understand the advantage any momentum indicator provides,
especially the CCL. This ability to lead allows those trading the CCI to get into trades
ahead of those using lagging indicators. This one reason is, again, why so many CCI
traders are realizing better results when using the CCI alone. Some traders try to use
lagging indicators to confirm a leading indicator. This is completely pointless.

Why use lagging indicators to confirm a leading indicator?

Why use a minute chart when it takes you four minutes to get everything confirmed?

I feel very strongly that it is not beneficial to trading. However, many traders do

this and then cannot understand why they are losing.

Let’s examine this advantage of the CCL

AVEGAS PATTERN A GHOST PATTERN

AVegas pattern triggered hefore The Ghostiis triggered 2, 3 hars ahead of
standard trend line break trend!line hreakion price hars.
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Take a look at figure 4.3 on the previous page. Notice the entry on the
pattern and notice the trend line that many use in standard technical analysis.
You can see that the CCI traders are in the trade one bar, if not more, ahead of
those using standard trend lines, which is subsequently ahead of those using
lagging indicators.

This is the reason many CCI traders around the world are grateful to all the other
traders who move the markets for them. We are in the trade and we let those using
lagging indicators move the market after we are established.

What's better than that as a day trader?

Traders must find things that give them an advantage, and this is where the CCI
steps up to the plate by letting you know entry and exit signals ahead of the crowd.
Take a good look at the following charts, and then look at the charts with CCI patterns

and see for yourself how the CCI can give you a leading edge.

Trading psychology

To become skilled in trading the CCI, it is critical to master the psychology of trading.
This means thoroughly understanding your mental processes and emotional behavior
while trading the markets.

The CCI patterns are easy to recognize once you have spent some time
studying them. You’ll learn to enter a trade when a valid signal appears. The
challenging part is staying in until it is the right time to exit—whether it be
because it is a winning trade or when the tide has turned against you—and
exiting at that point and not hanging on in the hope mode. In addition, don’t
let yourself enter a trade that looks risky. All these things matter and are
psychologically difficult.

You cannot afford to let sentiment enter into your decision-making process. That
is why you have a trading plan! Tt is there to remove the emotions along with any
second-guessing that might go on. Do as your trading plan tells you—don’t pick and
choose your trades. If you have decided to trade one particular pattern and you see
another forming—ignore it!

Look at your master trading plan on a daily basis. Make a list of what you are

going to do each day and follow it! Outline your plan like this:
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1. This is what I am going to do today.
2. This is what I am going to trade.
3. This is how many points risk I am going to take.

4. This is how and when I am going to exit.

Don’t make any other trade during the day. This is an area where newer traders
are often unfocused and undisciplined and this is where they come unstuck. Leave

your emotions on the doorstep and pick them up when you go out!

The trading plan

You cannot successfully learn to trade unless you have a trading plan. Trading
is a serious business and not a computer game. Far too many people fail in the
trading arena because they have not bothered to do their “apprenticeship” first.
How long does it take to become a doctor? Eight years? How long does it take
to become a lawyer? Seven years? Why do you suppose that you can become a
successful trader in one day, one month or one year? New traders should go to
our website and watch and learn. Make notes, research statistics and learn how
to recognize the patterns by paper trading on a demonstration platform before
hitting the real world of trading. It can be brutal, fast and unkind. Do you think
you are up to it?

I find that the easiest traders to tutor are the ones that come in without any
“baggage,” meaning bad habits or ideas from previous trading experience, especially
people who are completely new to trading. Some people come to the chat room
who have already traded with a number of different systems and indicators. They
find it very hard to leave them behind and focus on the CCI patterns. It really does
not matter what age you are, it matters whether you can start afresh and leave any
preconceptions you already have behind.

New traders, especially those from the younger generation, start trading with
the expectation that they will become instant millionaires. They think they can open
a brokerage account and instantly start successfully trading without putting in the
“screen time” it requires to learn the system and build a good trading plan. This is the

reason many new traders fail.
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Trading takes time to learn. The banks and institutions hire the brightest and
sharpest minds to trade on their behalves; they have the fastest computers in the
world. We're all up against these people and so you need to feel totally confident in
what you are doing and be able to recognize and anticipate the patterns you intend to
trade, which is why I say, “You gotta have a trading plan!”

You would not go into business without a plan of how you intended to operate
that business: how you would fund it, how you would make sales, how much profit
you would anticipate each year and how you would go about making it. Well,
that’s trading for you—exactly the same. So it is essential that you sit down—once
you have spent a lengthy time watching, researching, listening and learning from
others—and work out how you intend to trade. Then go ahead and draw up your
own trading plan.

What sort of trader are you? Aggressive? Conservative? Ultra-conservative? What
pattern do you think you will trade to start with?

As a new trader I would recommend that you next decide upon the market
where you will concentrate your trades. If you are just starting out, the mini-
sized Dow futures market (YM), which allows a $5/point contract, provides
excellent buying and selling opportunities during the trading day. In addition, the
five-minute time frame gives you ample time to recognize your pattern and act
accordingly.

Once you have chosen your market you should decide which pattern you feel
most comfortable with. Once again, as an inexperienced trader, the ZLR is a good CCI
signal to focus on, and the YM offers several ZLRs most trading days. So far, you have
picked one market, one time frame, one signal and one contract.

Please remember the reason you are doing this—writing a trading plan and
making decisions about how and what you will trade—is so you will stick with it,
come what may. By all means, make minor adjustments as you go along. But your
trading plan has to be based on not just one trade, one hour, one week or one month.
It has to be based on strategies you have developed over a period of time so you
understand the mechanics and the market and the trade.

The introduction of range bars has eliminated charts on time. Range bars are

bars made of price increments and time is not a factor.
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Outside distractions
One of the reasons I say, “Trade the damned patterns!” is because far too many
people take notice of things going on in the outside world which distract them from
following their trading plan.

For example, let’s say the markets have been down for nine days in a row.
You turn on your television set and some guy on CNBC says, “We are in a severely
oversold market condition,” which then influences your mental thoughts while
trading. Don’t do it! These hiases will kill you! Trade with the charts, follow your

trading plan and forget all those outside pressures.

When I open a new trading position it is because I have a good pattern on the
CCI and my stats, taken over a long period of time, tell me that if I continue with
my trading plan, [ will make consistent profits. I feel confident that using the CCI
momentum indicator is the way to go.

While we are talking about “distractions,” there are other distractions that can
pull your focus away from the actual job in hand, trading: the phone ringing, the
family asking questions and, funnily enough, boredom when the market is flat—don’t

look for half-baked trades—wait until a decent one comes along!

Picking and choosing
I would also absolutely advise against “picking and choosing.” If you have a trading
plan that says you favor the Ghost, then you must take ALL the Ghosts. If you favor
the ZLR, then you must take ALL the ZLRs.

Why?

Because your trading plan should be based on making every trade that the Ghost
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pattern turns up. If you allow your
emotions to influence your trading
by trying to pick and choose winners
and losers, you know that you will
pick the loser. You know that. And
you will stay out of all the winners
and you are going to say “Dammit”
and you will end up in that “Dammit”
mode automatically every time you
pick and choose.

What you have got to do, as part

of trading your trading plan, is know

that you have to take every trade
in the pattern you have chosen. Don’t fall into that pick and choose mentality, the
Dammit mode. You must take each and every qualifying trade that comes along. Every
trader goes through ups and downs, but if you stick to your trading plan, it will work
out in the end. Don’t make major changes to your plan when you're in the heat of the
moment. The patterns do have a high probability of success. When I start to second

guess my plan, I have problems. I have to stick with the plan and I will be OK.

Determine your risk
Next, you have to establish in your own mind how much you are prepared to risk in
aggregate in your trading account, the risk you are prepared take each time you enter
a trade and how far you are willing to let a position turn against you. This will help you
determine when you should exit a trade that has turned against you. Discipline and
good money management will ensure that you don’t over trade and lose too much.
Both adversity and success can distort your judgement—you have to be
unemotional and trade with your head, not with your heart. Stick to the rules of your
trading plan at all times. Exit a trade if necessary. This will mean that, even if you
have lost money this time, at least you haven’t lost too much. Take it as a lesson that
there will always be a better trade down the road.

As T have stated before: being undercapitalized only adds to the pressures you
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will find yourself subjected to when trading and, therefore, it is essential that you only

trade with money you can afford to lose!

Discipline
Discipline is essential when trading. Once you have done your apprenticeship and
written your trading plan you must stay with it. You cannot change your plan instantly
because you read something in the newspapers, hear something on the radio or see a
news flash that tells you that something has changed in the world.

Experience tells me that you must stick to your plan regardless and not digress
because you recognize another pattern that is not part of your strategy. That is one
of the reasons you should trade without following prices because if you watch prices
jumping up and down they will scare you and you will change your plan. Don’t do it!
Watch for your chosen patterns, stick to the plan, and don’t be distracted by anything

else. New traders, especially, should learn and trade just one or two patterns.

Statistics

Understanding the market will help you with your trading. Your decisions should be
based on statistics taken over a period of time so that you understand the mechanics
of your market in detail. Research the patterns that you want to use, the exits you
want to make, how you are going to handle the whole situation and stay with that
trading plan in the heat of the battle.

Statistics are the bedrock of your trading strategy. Build up your data on a
spreadsheet—it can be on a piece of paper next to your computer or an Excel
spreadsheet in your computer.

Long before you go live with real money, start recording the patterns you are
interested in with details of entry, stops, exit, drawdown, color of LSMA, TCCI, etc.
Keeping track of these statistics will enable you, the trader, to examine why a trade won
or lost. Why you lose is probably more important than why you win, because this is part
of mastering your learning curve. Learning why you lose will help teach you not to make
that mistake in the future—or at least why you made the mistake in the first place.

It is important that you work out your percentage win rate and average win and

loss percentages:
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1. Percentage profitability: This is the total number of winning trades divided
by the total number of trades taken.

2. Average size of your winning and losing trades: This is the total dollar
amount of your winning trades divided by the number of winning trades and
the total dollar amount of your losers divided by your losing trades.

3. Win-loss ratio: Your average winner divided by your average loser.

There is plenty of information later in this book and on my website about
statistics and how to document them, and it is well worth taking some time to

study how other, more experienced, traders keep statistics and use them.

Your average gain has to be more than your average loss—otherwise you should

not be in this business.

Capitalization

I see far too many traders coming to the market place undercapitalized. The pressures
of trading are hard enough. The pressures of trading and at the same time worrying
about having to make a successful trade become unbearable, and this will show when
making trading decisions. You should only trade real money if you are adequately

capitalized. Otherwise fear and/or greed will destroy you.
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Why Woodie’s CCI Club?

My web-based trading club, Woodie’s CCI Club, has many beneficial features for traders
of all levels of experience—from support and encouragement for the beginner to plenty
of lively interaction for the advanced trader looking for higher-level discussion.

There are chat rooms for all, covering subjects such as basic trading, stocks
and options, advanced trading and forex, not to mention Woodiepedia, a trading
encyclopedia and forum that boasts thousands of entries about trading the CCI from
traders all over the world. Hundreds of traders gather every day to learn and support
other traders and do so much more.

There is much more information, including market facts, observations and
opinions given in the spirit of education, including charts and lectures on the trading
platform. The site also includes valuable insights on trading stocks and options,
money management, statistics and virtually every aspect of day trading. The website
improves and expands every day.

This whole enterprise is only possible with the help of moderators experienced in
trading the CCI, who enjoy helping other helping traders learn how to use the system.
It is clear that everything available on the website and at any of the Trade-A-Longs
and seminars is educational and it is not specific trading advice. The moderators and
I just want to help traders survive in a very hard market.

Moderators use voice moderation as well as text chat. They post material that
can guide people learning to trade, they answer questions and they swap data.
Moderators inform chat room participants about upcoming events and issues that
affect the trading community on a day-to-day basis.

Our goal is to develop traders, to help them make their own decisions but from
an informed foundation. We hope to help traders survive in an arena where the churn
is significant. In trading, where nothing is 100-percent certain, we are confident that
our tutoring and methods on statistics, discipline and money management can give
traders an edge and a higher probability of successfully staying in the game.

Woodie’s CCI Club is designed for folks who are willing to put in the time to learn
from other successful traders without having to pay large amounts of money for

courses that claim to share the Holy Grail of trading. Funny though, people still seem
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to think you have to pay to get good information. Well, that may be case with some
things in life but not when it comes to Woodie’s CCI Club. We offer the opportunity

to learn for free, but you do have to put in time and effort to reap the rewards. The
help and support that traders receive is similar to that of going to a support group
where you can talk to others in the same field and find answers from experienced and
knowledgeable people who have “been there, done that” before.

I do not helieve there is any other club that offers this unique combination of
advantages at completely no cost to participants. We do have help from brokerage
firms, such as PFGBEST, who give us assistance with printing, organization, and
sponsorships, but the majority of the work is done through the sheer generosity
of your fellow trader. It seems we are running a major “corporation” on a zero
budget! The quality of the people involved is second to none. They are so many great
individuals who want to give something back, both in the Internet chat rooms and
also helping quietly in the background, that if I list them I might inadvertently leave
someone out. They know who they are, and they know how much I appreciate them.

The CCI document, which explains the basic patterns and terminology (available
at woodiescciclub.com), is translated into several different languages enabling as
many people as possible to participate in our global community. We have traders
joining in all over the world—all through the day and night—in my wildest dreams I
never imagined it would be this popular!

As T write, there are four free chat rooms on our website. The basic trading chat

room is where index futures are traded and we use range bars. With so many traders

TOP 5 TIPS FOR CREATING A TRADING PLAN

1. Take time out from day-to-day problems to clearly think through and articulate your trading plan.

2. Once you have clearly identified and expressed your strategy make a detailed plan for its
implementation.

3. Revisit your trading plan and the execution of it often.

4. Resist the temptation to get distracted by looking at patterns that are not part of your trading plan.

5. Continue to calculate your statistics!
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in attendance it helps to keep the room focused and eliminates the confusion of too
many time frames being posted and discussed. This helps speed up the learning
curve. Confusion creates frustration and we aim to, “Keep it simple, stupid!” We do
not allow negative posts and we encourage people to keep their egos under wraps,
so everything is geared toward the learning process, whether you're an experienced

trader or a “newbie” (as beginners are called).

THE 25 BIGGEST MISTAKES TRADERS MAKE

1. Many traders trade without a plan. They do not committed to one trade and unwilling or unable

define specific risk and profit objectives before to take a loss. They may be unable to admit they
trading. Even if they establish a plan, they second have made a mistake, or they look at the market
guess it and don't stick to it, particularly if the on too short a time frame.
trade is a loss. Consequently, they overtrade and 8. Some traders overtrade. Overtrading stems from
use their equity to the limit, which forces them lack of planning.
to liquidate positions, and then they liquidate the 9. Many traders will not take small losses. They
good trades and keep the bad ones! stick with a loser until it really hurts, then take
2. Many traders do not realize big news has already the loss. This is undisciplined and traders need to
been discounted by the market. develop and stick with a trading plan.

3. After several profitable trades, many traders 10. Many traders break a cardinal rule: “Cut losses

become over confident. They base trades on
hunches or long shots, not sound reasoning.

4. Traders often try to carry too big a position with
too little capital and trade too frequently for the
size of their account.

5. Traders fail to pre-define risk and fail to use
stops.

6. Traders frequently have a directional bias, for
example, always wanting to be long.

7. Lack of experience in the market causes many
traders to become emotionally and/or financially

short. Let profits run.” Emotion makes many
traders hold onto a loser for too long. Many
traders do not discipline themselves to take small
losses and big gains.

. Many people trade with their hearts instead

of their heads. For some traders, either failure
or success distorts their judgment. That is why
everyone should have a trading plan and stick to it.

12. Many traders do not define offensive and

defensive plans when taking an initial position.
Failing to follow a disciplined trading program
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Another chat room is the stocks and options room. Traders exchange ideas on

trading stocks and options, and many specific option plays are discussed. The other

chat rooms focus on relevant trades and are very active. You can join just one or all of

these busy rooms but be warned, the advanced guys do not like being asked questions

about material you should be learning about in the basic room.

There are many other features that are used regularly by traders in the chat

leads to taking large losses and making small
profits.

13. Many traders trade slow markets. Trying to trade
inactive markets is not a good idea.

14. Many traders take too many risks. Too big a risk
with too little profit potential will lead to losses.

15. Some traders are looking too hard for the action.
A lack of discipline includes trading without a
plan, impatience, need for action, etc.

16. Some traders make a habit of trading against
the trend. Trading against the trend without
stops and insufficient capital and/or bad money
management are major causes of large losses.

17. Some traders think their large trading account
means they won't fail. A large capital base alone
does not guarantee success.

18. Many traders have a habit of not cutting losses

fast enough, and getting out of winners too soon.

It takes discipline to trade correctly and this is
hard whether you are losing or winning.

19. Many traders let their emotions influence their
entries and exits. Greed, by trying to pick tops or
bottoms, is a recurrent error.

20. Many traders jump into trading without adequate
training. Not having a trading plan results in a
lack of money management, which also leads to
emotional trading.

21. Traders allow emotions to overcome their brains

when markets are going for them or against them.

A good plan must include stops.

22.Many traders don't have the discipline to stick to
their trading guns. A lack of self-discipline on the
part of the trader creates losses.

23. Most traders overtrade without doing enough
statistics. They take too many positions with too
little information.

24.Too many traders do not apply money

management techniques. They have no discipline,

no plan. Many do not pull out when the market
goes against them, and will not limit their losses.

25.Many traders are undercapitalized. They trade
positions too large relative to their available
capital. They are not flexible enough to change
their minds or opinions when the trend is clearly
against their positions. They do not have a good
battle plan and the courage to stick to it.

CHAPTER 5: HOW TO GET STARTED

67



rooms; the most important of these are the live charts, which are used by the
moderators to point out interesting topics, such as the CCI patterns are they develop
in real time. Snapshot charts can be posted in the rooms for all to see, and many
training tools are available for download, such as a money-management calculator,
workbook spreadsheets for statistics records, charts clocks and Woodie’s pivot
calculator. These features are improved upon all the time and traders do not have to
leave the room to use these interactive tools.

Every room is set up to facilitate learning. From time to time we invite special
guests to conduct seminars on different aspects of trading. To list but a few, we have
benefited from the wisdom of Dr. Brett Steenbarger, Mark Douglas and Robin Dayne.

All these seminars are free and the idea is to help traders with different issues in

CCI TRADING TIPS

e On the CCl panel the zero line is the dividing point between the up (long) trend and the down (short) trend.
e The CCl zero line is the strongest point of support or resistance.

o The CCI 100 lines are support and resistance lines.

e \When one or more patterns are in agreement, the signal has a higher probability of success.

e A trend does not change until you get six bars above or below the zero line.

e When the CCl is below the zero line for at least five or more bars, look to go short.

o \When the CCl is above the zero line for at least five or more bars, look to go long.

e The CCl indicator measures momentum.

o Angles are most important in pattern trading.

e The greater the angle of the CCl line, the greater the momentum.

e Be careful if the CCl line is flat. A flattened CCl line means NO momentum.

e Trying to enter a setup with a flat CCl line will increase your chances of getting stopped out.

e Trend lines breaks with the trend that are close to the zero line are the most important trend line plays.
e \When the CCl goes above +100 the market is becoming overbought.

o \When the CCl goes below -100 the market is becoming oversold.

o Trend line breaks with the trend that are close to the +/-100 lines are riskier than those which are close to the zero line.
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a variety of ways. Moderators and guest speakers cover many different subjects,
including the use of spreadsheets, statistics and psychology.

Tick replays are shown after the market has closed, which enables people to
practice and learn. There is a popular “newbie night” each week, where beginners
and new traders can ask questions and moderators join in.

From time to time, Woodie’s CCI Club hosts Trade-A-Longs where traders can
meet other traders and participate in a live trading session. They are always so much
fun! Most importantly, Trade-A-Longs give you the chance to work directly with me
and the moderators you listen to every day, in addition to interacting with the people

who learn alongside you in the rooms.

Getting started

There is an enormous amount of learning to do before you can begin to become even
a passable trader and feel confident enough to make your first real trade. Perhaps
you have traded before using some other trading system which claimed to be the
Holy Grail but that failed you in some way, however, you still have the trading bug
and think Woodie’s CCI could be your answer and a way forward. Well, whichever
category you fall into, the very first thing you must do is to clear your mind of any
preconceived ideas and, once you have followed the setup action plan below: practice,
practice, practice....and more practice!

However, before you can do that, you need to start by being prepared. There is no
point in leaping, feet first, into the trading arena without “setting out your stall” first
and making sure you have everything necessary on hand and you have a basic idea of
what you have to do to get started, how trades work and what the terminology means.

So, if you are interested in learning about Woodie’s CCI Club and this
revolutionary technique of trading, I recommend that you begin by preparing an
action agenda. This will be a list you should follow to start you off on the right track to
trading success in an organized and logical way.

1. Find somewhere you can sit with your computer—well lit, comfortable and quiet.

2. Provide yourself with basic office essentials: for instance, depending on your

personal preferences, a good computer with broadband Internet access, a printer,

notepad, paper, pencils and files for keeping information and printed documents in
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order so that you can refer back to them. There is no need to spend a lot of money;

you can probably find these items quickly from things you already own.

. Visit woodiescciclub.com, relax, tune in and become well acquainted with the

website. To enter the main page you have to read the disclaimer and policy
statement and, if you agree with the sentiments there, click on “I Agree.” You
can then look at what is available on this vibrant and busy website. Listen for
several days or weeks to find out what is going on in the basic trading room
with the different moderators. Watch the text chat in the trading room and see
how other traders, both new and more advanced, react to what is being talked
about, how questions are phrased, guidance offered and recommendations
made. Remember, some of the text chat will be in Woodie’s CCI shorthand,
which you can make sense of by checking out Appendix II in the back of this

book under “Woodie’s CCI Club Shorthand.”

. Woodie’s Bulletin Board, better known as the Forum, found on the Internet

under www.woodiescciclub.com/forum, gives you access to the trading
encyclopedia “Woodiepedia,” which has many articles and much information
that can answer many of your questions. To enter this particular section of
Woodie’s CCI Club and join this thriving community you first have to register
with the forum administrator. This is easily accomplished by clicking on
“register” when you enter the forum, then, having read the registration
agreement terms, click the agreement statement that applies to you and,
once this is done, you will be forwarded to a form which you should complete
and submit. Having tendered the form, go into the basic trading room

and introduce yourself and make a request via the text box for one of the
moderators to approve your registration request. This will be done promptly

and you will be given access to the forum.

. The next action to make is to download the “Woodie’s CCI Club Basic Patterns

and Terminology” document which is available on www.woodiescciclub.com
main page. Written by Jim O’Connell of PFGBEST, this document is a great
reference text which will give you the fundamentals of Woodie’s CCI system,
explaining all the key layouts of the charts and the major patterns along with

a bounty of information, tips and quick questions to help new traders make
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6.

10.

sure they properly understand what they are reading. Having downloaded this
great “aide de memoir,” read it! Read it a couple of times, read it many times
until you understand the basics of Woodie’s CCI trading approach and the
vocabulary used by the global community of traders who frequent Woodie’s
CCI Club. Please do remember, however, that this document and, indeed, any
of the information you obtain from the website, is for educational purposes
only and is intended to describe how Woodie’s CCI system is used. None of the
counsel, discussions or opinions can be taken as advice and you should always
consult with your broker or financial advisor before placing any trade.

While reading “Woodie’s CCI Club Basic Patterns and Terminology” and
listening to the moderators in the trading room you will inevitably have
questions. Make a list of these question and listen for answers in the chat
room; the answers are sure to come up at some point. Queries can also be
entered into the “search” function in the forum, once you are registered. You
can be confident that most questions have been raised before, so there is likely
to be a response on file. Be aware of website etiquette and, as a new member,
only ask questions that are relevant to the discussion at hand. Keep them to a
minimum during trading unless trading happens to be very slow. Questions on
charts and technical issues should be kept for after trading hours. Guidelines

for Woodie’s CCI Club etiquette are listed later in this book.

. Listen to the regular “tick replays” broadcast weekly, where you can ask all

your questions live to the moderators and look back at the market to see how
and why trading went as it did. You'll also find many interesting lectures

available in the site archives.

. Remember to visit the webcalendar, which will indicate who is moderating

each session and when newbie tick replays can be heard.

. Start to develop your trading plan, a sample outline of which follows this

section. This will be the most important action you take in your quest to be a
great trader!

The next step is to consider your charting options. Generic charts showing
prices and indicators on range bars are available on Woodie’s site. These are

used by moderators to comment on market movements. To trade you will
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need to set up your own front end platform to benefit from the ability to make
simulated trades and use the data-reporting functions that integrate with these
chart platforms, until you are ready to take the plunge with trading with real
money! This service will require a separate monthly charge by the service
provider, and fees differ depending on which charting package you choose.
Some charting packages are offered free for a period before you start live
trading, as long as you sign up.

11. Selecting a broker and opening an account is a step that should be taken
concurrently with choosing a charting package. Many brokers will recommend
a particular service that matches their brokerage operation. Do not jump into
this decision. Make some inquiries first, carry out some research and ask in
the trading rooms for the currently approved charting packages and brokers
such as PFGBEST, Genesis and Ninja Traders.

12. Finally, in this action agenda, decide how you are going to record your stats.
This is a very important part of trading. Keeping records of market movements
and trades (simulated or real-time) is key to building a record of your trading.
You will be able to look back and trace why something went down like it did;
good and bad trades can be compared. As George Santayana said, “Those who
cannot remember the past are condemned to repeat it.”

13. And, just in case you feel you do not have enough to do, I also recommend that
you review the lectures on psychology on woodiescciclub.com and read Mark
Douglas’ books on trading psychology, as you need to have a tight rein on your

emotions if you are going to be a successful trader.

There are many links on the website that will provide first-rate information and
facts about trading (www.woodiescciclub.com/book). There is also a DVD training set

obtainable through the website.

The trading plan: why is this so important?
“How do I become a successful trader?” This is the $64 million question in every
individual’s mind when they contemplate taking up trading as a full-time money-

making business. Many have tried, but not so many have succeeded. This may have
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something to do with lack of discipline and structure. This discipline and structure
is bought into play when new traders create a business plan in order to accomplish
goals they have set themselves.

On the face of it, trading may appear, to the novice, to be a relatively simple
matter of selecting a time frame, choosing the market they feel would be the best
for them, a pattern they can recognize and, since they have been told by those more
experienced than themselves, placing only one contract at a time.

One time frame, one market, one signal, one contract—stop! Think again!

Regrettably, it is not that easy. For most people, making a successful living
trading in the markets requires much more than this. A much deeper study must be
made in order to develop a plan of action which will keep you on the disciplined and
structured pathway to real trading success.

However, the physical act of trading has become immeasurably easier due to the
computer age we live in. Trade tracking, technical analysis, performance and execution
have been greatly simplified with the use of computers. Computer software is widely
available and it’s easy to use—especially with the readily available assistance of those of
us at Woodie’s CCI Club! Software can offer a multitude of benefits in the form of data
generation which will, at the click of a mouse, give accurate and useful reports on trading
stats, including win and loss rates, percentage profitahility, average win and average loss, to
mention but a few of the numerous spreadsheets that can be utilized by a tech-savvy trader.

Among the many important matters that should concern you when developing
your trading plan are some crucial items that you should consider.

The first step to writing your trading plan is clearly defining and committing to
paper your aims and objectives. Once you have done this you can then plot your strategy
to becoming a successful, confident and profitable trader. You must carefully build the
structure of your plan. Remember, you'll be working with this plan on a daily basis.

Of course, becoming financially profitable will be there at the top of the list, but to
reach that goal you must have a solid understanding as to how you are going to become
that successful trader. Hence, how you “aim” to achieve your “objectives” has to bhe
carefully thought through and written down in this section of your personal trading plan.

For instance, you do have to decide on the “one time frame, one market, one

signal, one contract” originally mentioned, but these decisions can only be justified by
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significant research into what works. You have to decide what makes a suitable buy
and sell signal, along with your accompanying exit strategies and money management
disciplines. This requires statistical testing carried out over a period of time and
recorded and analyzed by you, once you have learned about the CCI system and all
the different combinations it can offer. Through thorough and carefully analyzed
research you can develop a comprehensive system that will give you a good chance

of success—if you follow your list of rules, which must be adhered to at all times.
Consistency gives you a better chance of success.

Some members of Woodie’s CCI Club give themselves a daily goal of making so many
dollars and, once they have reached that goal, they finish trading for the day, or turn to
simulated trading to sharpen up their trading edge. Many members have a set percentage
of their capital which they will not trade above, which is a good general rule. Making sure
you always trade with a physical stop loss is another rule that should be on that list as we
all know that a mental stop loss will fail you in times of stress.

To begin with, you should set an achievable target to aim for that, once attained,
can be checked off and followed by more challenging benchmarks as you gain

understanding, knowledge and experience. By creating more and more advanced goals,

PRE-TRADING CONSIDERATIONS

This is what | am going to do today:

This is what | am going to trade:

This is how many points risk | am going to take:

This is how and when | am going to exit:

If | find myself in a negative mood | will go for a walk, take some deep breaths and decide if
| am in good enough mental shape to continue trading. If I am not, | will stop trading for the
rest of the day and go back over my trading plan to find out if | have strayed from my aims

and objectives or an adjustment needs to be made.

14
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you will push yourself harder, thus increasing your understanding of the subject.

On the previous page there are questions you should ask every day before you turn
on the computer and the craziness of trading starts (see page 139 for worksheet).

At the end of each trading period you should look back on your trading journal,
after having updated the statistics and carried out any business administration

required that day, and ask the following questions (see page 141 for worksheet):

POST-TRADING EVALUATION

Was | successful with my trading today?

Did I stick to my trading plan?

If not, what could | have done better?

Was my trade management correctly carried out?

If I made a loss did | refocus on the next trade without undue emotion?

Questions of this kind, if answered truthfully, can alert you to matters that need to
be attended to, including making minor adjustments to the trading plan, doing more
statistical analysis, or posing questions to the moderators or in the forum. This

will help your trading practice grow and focus your trading energy into creating a
successful and profitable trading business.

However, before you can sit down and write a truly complete trading plan, it
is essential that you do your research. Check out the statistical legitimacy of your
strategies. The more statistical research carried out on a chosen approach to trading,
the more confidence you can have when trading.

Without this research, it’s hard for the novice trader to determine which trades are
most likely to succeed. Analyzing and refining your strategies over a period of time will
give you some insight into what will give you an edge and, at the same time, help create
a comprehensive system that can be written into a trading plan with conviction.

Strategies emerging from these extensive examinations should help you identify

some techniques and guidelines you can be comfortable working within. Maybe
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you're inclined toward a scalping
system—one where profits are taken
little and often, or in longer-term
trends. It will help to determine which
investment strategy you feel at ease
with, whether intra-day trade set-ups,
day-trading or perhaps swing trading
over a two- to five-day period.

When these important
conclusions have been established,

you must clearly profile the setups

chosen, showing what produces an

effective entry point, a valid exit
position, and including the variables that can potentially be applied and how these
trades will be managed. This statistical profiling will be of great assistance as a source
of reference while in the heat of trading, giving added conviction to trading decisions.

Along with knowing where you want to be and defining the practical steps you
will have to take to get there, you should not ignore one of the most difficult features
of trading that you will have to learn to overcome: the draining psychological battles
that have to be conquered on an almost daily basis. A great deal of discipline has to
be displayed when faced with decision-making during the trading day. You cannot
afford to let sentiment enter into this process—that is why you have written your
trading plan, so you have a pre-defined route to follow. There can be considerable
mental anguish involved in hanging on in a trade in the “hope” mode, not entering a
trade that looks risky, or listening to a sensational newscast and not trying to build its
consequences into your trades. If you have chosen to trade one particular pattern do
not start picking and choosing, take all trades in that pattern and do not lose focus by
following other types of patterns that start to form. Stick to the plan...do not deviate,
hesitate or procrastinate; stick to the plan.

This is where discipline and structure come into play. Without a large measure of
self-control you will find yourself falling into the ambushes frequented by the undisciplined

trader: overlooking valid trade setups; becoming emotional about gains or losses in the form
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of fear or greed; and helter-skelter trading brought on by hunches, tip-offs, opinions and
bias. Take a deep breath, go for a walk, have a cup of coffee—even stop trading for the rest
of the day. There is no point in getting into a tailspin and not protecting your capital just
because you cannot focus on your trading plan that day.

The “business” section of the trading plan is equally important as to how and what
you are going to trade. This part of your plan is central to your success from a profitability
point of view. This is where you give up trading as a hobby or a fun video game and take it
seriously. This is where you commit not only the capital with which to trade but you commit
to investing quality time—to the exclusion of everything else during your trading hours.

Here you should make sure you are aware of all the costs that are involved in
operating a trading business. These will include costing out monthly charting and software
options, brokerage commissions, Internet charges and other overhead expenses that
will cost you money while you are trading, not to mention any hardware expenditure
you may have to make to get yourself up to speed in the computer field. You do not
need any surprises on the money front. One of the most frequent reasons traders fail is
undercapitalization. So do not fall before you get out of the gate by underestimating the
upfront cost of taking up trading as a career—even pencils cost money!

For traders not already familiar with business practices, spreadsheets are
especially suitable for keeping track of business expenses, monthly expenditures, profits
and losses, projected payments and overhead, and the all important capital account. By
keeping careful account of finances, a trader can keep on top of performance success
against projections and remedy situations before they become overwhelming.

Another good tip is to print out a list of important telephone numbers, such as
your broker, the order desk, the after-hours desk and technical support for charting
and order-entry software and tape it to the wall next to your computer so when a
challenging situation occurs you do not have to waste time while getting help.

The essence of good business practice is discipline and structure: set aside a
specific time each day to “do administration.” Statistics must also be updated on a
daily basis, along with filing hard-copy information and paying bills—if the Internet is
cut off because of a forgotten bill the whole edifice crumbles!

Take it slowly, step by step. A well developed trading plan is the foundation to a

successful and profitable trading life.
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A SAMPLE OUTLINE OF A TRADING PLAN

Before you jump in at the deep end and start to trade it is essential that you write a trading
plan. Sit down and focus on why you want to trade, what you hope to attain and how you are
going to accomplish your objectives. The following broad outline should give you the tools to
undertake what is the most important step toward becoming a successful trader. There are
many posts regarding Trading Plans on Woodie's CCI Club website and it is worth checking
some of them out.

1. WHY DO | WANT TO TRADE?
Only you can identify this!

2. WHAT SORT OF TRADER AM 1?7

There are generally three types of trader and none of them is better than another. It merely
depends on which approach is most comfortable for you:
a) Conservative
Conservative traders tend to wait until the bar closes to enter a trade.
b) Conservative to Aggressive (Moderate)
Moderate traders will enter the market if a valid CCI pattern presents itself, with 20
seconds left in bar.
¢) Very Aggressive
Very aggressive traders will enter trades as soon as the bar indicates a signal during
price bar formation. This type of trading is for experienced traders, and | recommend
that beginners start with a conservative or moderate style

3. WHAT ARE MY STRENGTHS AND WEAKNESSES?

Carry outa “"SWOT" analysis on yourself. This acronym stands for strengths, weaknesses,
opportunities and threats. Draw up a list with each of these headings and be truthful about yourself!

For instance, are you totally committed to becoming a successful trader? Are you
willing to persevere even when the chips are down? Are you strong enough to follow
through with your trading plan even if outside influences are pulling you in another
direction? Can you take the time to focus on trading alone and ignore any disruptions going
on around during your designated trading period? Will you be organized, keeps records, do
stats and be patient? Can you hold your emotions in check?

4. WHEN SHOULD | TRADE?

You should only trade when you are able to focus on trading and you are not tired, stressed or
distracted. You have to leave all other problems outside the trading room door.

18
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WHAT ARE MY INCOME TARGETS?

Another question which only you can answer and which will, to some extent, depend
upon your capitalization and investment objectives.

WHAT ARE MY ANNUAL/MONTHLY/WEEKLY/DAILY TRADING GOALS?

Once again, you should have some idea of what you want to make from your trading
efforts. It is good to have something to aim for, and, as you become a more experienced
trader you will be able to refine these goals.

WHICH MARKET WILL | TRADE IN?

The free generic charts shown on Woodie's CCI Club include the following. While you
practice trading on a demonstration platform you should experiment and back test and
log statistics in your chosen market to see just how it works. | suggest you research
each market and decide upon the one you feel comfortable with:

INDEXES: Individual stocks, forex and commodities

YM—Mini Dow

TF—Russell 2000

NQ—E-mini NASDAQ

Gold—This market is definitely for more experienced traders!

HOW MUCH MONEY WILL I PUT IN MY TRADING ACCOUNT?

Undercapitalization can be very stressful while trading; worrying about HAVING to make
a successful trade will affect your trading decisions. Making money is usually a slow
business; however, losing it seems to happen very quickly! Make sure the resources

you are trading with are enough to trade the contracts you want and can cope with
drawdowns and slippage.

WHICH CCI PATTERNS WILL | CONCENTRATE ON AND HOW WILL | FIND MY SET-UPS?

Join the Woodie's CCI Club basic chat room and listen for awhile, research the different
CCl patterns, watch trades on the generic charts, learn to recognize the different
patterns, keep statistics and analyze them. You will recognize patterns that will suit you
and then you can start to watch listen and learn, in earnest, about your chosen pattern
on your chosen chart in your chosen market.

| suggest you pick out one setup—two if you absolutely must—and ignore
everything else. Print them on a shipping label and paste it to your monitor. Monitor
the charts. Set up alerts. If the setup does not occur on a given day, you do not trade.
If your setup occurs you trade it every time. No picking or choosing. You will have great
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difficulty taking the trade following a loss. It will be virtually impossible after two
or three in a row. And it will happen. But remember “plan your trade and trade your
plan!”

WHICH STYLE OF MONEY MANAGEMENT WILL | EMPLOY?

Money management is one of the most important keys to becoming a successful
trader. Think about trade entry, stops, trade exits and statistics. Find out all you can,
it should be a very personal plan.

HOW WILL | ANALYZE MY TRADES?

It is important that you analyze your trades, so make sure that you keep a detailed
record of every trade you make, including all the trades you learn about and watch
and paper trade on demonstration platforms. These statistics will allow you to work
out why you won or lost trades; keep track of your win and loss rate, percentage
profitability and average win and average loss figures.

HOW WILL | RECORD HOW | AM DOING?

Excel spread sheets are an excellent method of recording statistics. You can use one
of the stats workbooks available on Woodie's CCI Club website or you can build your
own, listing the trade information you have decided is important to record, so you
can look back and analyze trading on a daily, weekly, monthly and annual basis, along
with win/lose information, profitability etc. Understand and get blank records ready
before you start trading. This is important, so make sure you keep it up to date.

WHO WILL I USE AS A BROKER?

Do some research and ask around. It is up to you to decide who is going to be your
broker. If there is ever a time | need or want to manage positions without the use of
my computer, my broker's order desk helps me efficiently.

WHICH CHARTING SERVICE AND DATA FEED WILL I USE?

Many charting services offer the Woodie's CCl trading panel and it is up to you,
after careful investigation, to make your own choice and sign up. | trade with the
Trade Navigator platform and Ninja Trader, which is provided to me through PFGBest.
This platform also provides me with backup charts that | can use in order to day
trade. Trade Navigator, Ninja Trader have developed the Woodie's CCI Club pattern
recognition showing possible patterns and pattern scanning in real time, the front
end does automatics statistics. You can even set up alerts to earmark possible
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patterns forming—these alerts will sound a bell or show a pop-up or send you an
email—whichever suits you best. They can show on the trading chart by code and
color, for instance, “z" for a ZLR and a pink “t” on the YM signals a possible Tony

Trade. These tools are not available anywhere else, they are tools to help traders.

DAILY ROUTINE

It is good idea to work out a daily routine. Have a specific place set up to trade, best

with a door that can close out the rest of the world. Give yourself time to settle

down before you head into the hustle and bustle of the markets. Make sure you have

everything at hand that you will need for the trading day. Do this with time to spare

so0 you are not stressed out before you even start trading. Get all your ducks in a row.
During the trading day you should give yourself breaks and leave your computer

for five minutes, walk around, get some fresh air, some refreshment. To keep on

top of your bookkeeping and stats make sure you update things as you go along—it

saves time in the long run.

HOW WILL | DEAL WITH LOSING?

| have repeated time and time again: Nothing is 100-percent certain, and there are
going to be times when you follow one losing trade with another, and another. This
is going to knock your confidence and your capital account. This is not the time to
abandon your trading plan. Try and analyze why your trades are losing. Go to the chat
rooms and see if anyone else has suffered from the same problems. Get focused—
one market, one pattern, one contract.

HOW AM | DOING?

It is essential that you revisit your trading plan regularly and assess how you are
doing. Are you sticking like glue to your trading plan? Are you keeping a strict record
of all your trades? Are you going with every trade of the pattern you have chosen to
follow? If not, why not? Do you not want to succeed?
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Woodie's pivot points

For years I have calculated pivot points in a different manner from the way they

are normally calculated. In this age of mega-fast computers and the widespread
availability of high-speed worldwide Internet access, news becomes instantly known,
no matter where it is breaking geographically. This breaking news can change the
mechanics of the markets, sometimes dramatically.

As [ mentioned earlier, I like to find new tools, unlike anything that has been used

WOODIE'S'RIVOT CALCULATOR

WOODIE
PIVOTS
TODAY'S OPEN
10435
YESTERDAY HIGH

10498
YESTERDAY LOW

The Pivot Calculator takes into'account overnight events in the market
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in the past. My pivot points are different—not only do they work, but more and more
traders are using them successfully.

In fact, I know some pit traders who use these pivot points and feedback from
them indicates that they work very well. A number of traders in the chat room use them
and are also obtaining good results. I use them myself, but for swing trading and not
day trading. However, I am currently studying them from a day trading position, and I
am developing a strategy to incorporate pivot points into a day trading system.

In the chat room traders can use the Woodie’s pivot calculator without leaving
the room or by downloading the Excel file onto their own computer. The floor trader’s
pivots are calculated on all that happen yesterday, and, as I have said, markets
mechanics can change spectacularly overnight, leaving these pivots worthless, as
they do not take into account any recent developments. Therefore, the calculations I
employ in my pivot computations use the more up-to-date information and take into
account the most recent current events.

[ take yesterday’s regular trading hours high and low, then incorporate today’s
open regular hours twice, and those four numbers are then divided by four to get
today’s pivots.

Using the open today takes into account the new mechanics of the market, as
the markets will open having taken any fresh news into consideration. From there
on, the standard way of calculating support and resistance is used. Many charting
packages now incorporate Woodie’s pivots. Figure 6.1 on the previous page shows the

calculator I use, which is available free on my website.

Statistics workhook

Are you intimidated by stats? We have talked about the importance of statistics,

and I cannot impress upon you enough the value of learning how to record statistics

properly and in an organized manner. This next section explains the psychological

importance of understanding, recording, analyzing and using statistics in day trading.
In the main chat room each day we record the basic CCI patterns and sum

them up in an Excel worksheet, which is posted in the forum and is also available

to download and use yourself. This is a great learning tool and can be used to help

develop your own trading plan.
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Many traders use the Trade Navigator charts. Trade Navigator also provides the
opportunity to record statistics and analyze them. All the user has to do, at the end of
the day when Trade Navigator indicates that a trade has been taken, is to insert the
type of trade it was (for example a Ghost), and the calculations are done automatically.
There are built-in statistics and reports; not only are reports broken down by pattern
and/or vehicle but also with money management strategies. In addition, Trade
Navigator can scan for patterns and the equity curve is similarly incorporated.

You must remember, though, that this process is for educational purposes only
and your own results will be different. All the trades shown were posted in the chat
room live as they happened. You should always consult your broker or financial

advisor before placing any trade.

Gaining confidence through statistical analysis

There are three kinds of lies: lies, damned lies and statistics.

"—Benjamin Disraeli

He uses statistics as a drunken man uses lamp-posts—
Jfor support rather than illumination.

—Andrew Lang

Like dreams, statistics are a form of wish fulfillment.

—Jean Baudrillard

As you can see, there are many schools of thought regarding statistics. Technically,
statistics is defined as the mathematical evaluation of a collection of data that has
been organized to interpret the probability of the reoccurrence of a specific type of
pattern. In simpler terms, statistics help you figure out the likelihood that a particular
sequence of events might happen. Calculating your statistics will give you the hard
data you need to help build confidence in your trading practice.

Failing to analyze your statistics is not an option when it comes to trading; it is an
essential requirement which cannot be avoided. Statistical analysis is the only way for

you to research and test a chosen trading strategy. It is your own personal primer and
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should be updated every single day and used as a reference for evidence to confirm
your belief in your trading strategy. Updating your statistical reports daily will enable
you to develop and modify your trading strategy as the markets evolve over time.

If, by chance, you decide you can trade without the benefit of researching, testing
and re-testing your chosen trading style, you will probably become well acquainted
with that cardinal trading sin: bias. Bias is the subtle and manipulative behavior
our minds use to make us react with an emotional response while making decisions,
rather than sticking to the application of a sensibly worked-out, reasoned and
objective plan which has been proven to succeed by means of statistical analysis. It
means you can be swayed by anything and everything that comes your way, including
news reports of catastrophes, the president’s recent speech, the football game last
weekend, even something your dentist said! So, although keeping statistics is not
the complete answer to winning or losing in the trading world, it will certainly help
you understand what direction you should be moving in the ever-changing world of
trading.

As I've mentioned before, physically keeping your data has hecome far
less demanding than in the past when trades had to be manually entered into a
spreadsheet. Computer software is, of course, now available to collect, organize
and analyze data in any number of formats. Computer software packages that are
connected to front end charting software are easily accessible to anyone. They can
be set up to alert you as pre-flagged patterns form and work out just about any
statistical data in any format you could wish for. Although, it should be noted that
the convenience and expediency of these software packages add a monthly cost to the
trading operation which has to be factored in to the overall cost of trading expenses.

Of course, there are less expensive methods. Manual record keeping, for
example, is perfectly acceptable if you like mathematical calculations and prefer to
enter the sample data by hand and then calculate the statistical analysis yourself.
The other option available to the newcomer is to create an electronic spreadsheet
with the necessary headings and macros, which will facilitate the input of data and
the tracking of the required information with more speed than by hand. Woodie’s CCI
stats workbook is a good example of a set of ready-made stats spreadsheet templates

that can be utilized once a trader has registered on the Forum. There are lectures on
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keeping statistics available on www.woodiescciclub.com and in the Forum, which will
help newcomers understand and start to use this valuable accessory.
Headings for both the manual and spreadsheet formats should include captions
such as:
o Date and time of entry—This will help you follow the progress of a particular
trade at a later date.
o Trade setups—Each CCI pattern being studied should be monitored separately.
o Whether a trade went long or short—You’ll need to know which direction the
trade went.
o Maximum adverse excursion (MAE)—What was the drawdown of the trade?
e Maximum favorable excursion (MFE)—What the peak of the trade?

o Exits—You'll need this to calculate your bottom line.

In addition, the supposed entry price, along with profit stops and stop losses
should be noted. All of these entries will make it possible for you to track the manner
in which your chosen strategy will perform.

Studying your statistics will you a better understanding of your own edge. “Edge”
can also be defined as “a high probability of success” achieved while applying a
particular strategy within a trading system. The concentrated study and analysis
of statistics using different approaches will provide you with a better idea of the
combination of trading components that will work best for you. This, in turn, will give
you a deeper knowledge of the CCI patterns and their many varied nuances.

The more scrutiny you give your statistics, the more confidence you will have in
your trading system. The psychological strength you develop from truly believing in
your investment strategy will alleviate the mind games that can destroy your focus.
You have to believe in your strategy and trade consistently within it, or you will
become easily distracted by outside events and lose the impetus required for the clear-
headed decision-making needed in trading.

However, due to the seemingly limitless opportunities in the marketplace, it's important
to define your parameters. These fundamental decisions: one contract, one time frame/range,
one signal, one market, can be made once you have taken time to listen to the chat room,

researched the Forum and read and understood the “Basic Patterns and Terminology.”
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Once you've made these choices you can decide how you are going to back-
test your chosen variables and how you are going to record your data. If you begin
recording your statistics in a disorganized manner, the results will be of no use, so
plan carefully, with help from the website, especially the Forum where there is plenty
of advice from experienced moderators and traders.

Statistical data should be categorized and examined to define the differences and
performance of each strategy. This comparison will enable you to select a strategy, or
series of strategies, that are more likely to succeed and give you your edge.

Deciding upon a particular set of working models to use on a consistent basis,
either while in simulated trading mode on a demo platform or trading live in a
marketplace, will remove the mental anguish that can happen when you have to
make a quick decision on a trade in the heat of battle. Having analyzed the processes
of a particular approach many times with statistical analysis, you will have more
confidence in the likely outcome.

However, no matter how many times a certain method is tested, that well used
axiom, “Past performance is no guarantee of future results,” comes to mind and
should be heeded at all times. Research and analysis will only give you a picture of
what the “probability of success” might be, it will not guarantee success, only the
likelihood of success!

To get constructive conclusions from recorded statistical data, you must ensure
that the sample selected for testing is large enough to generate a reliable result. Some
traders have been known to discard data that does not match their paradigm to make
their results fit—otherwise known as “curve-fitting.” This means that they quietly
omit losing trades, even though they may correspond to their criteria, and include
trades that win but do not exactly fit their trading benchmarks. This will not help in
the long term, as it will produce inaccurate results and detract from the legitimacy of
the findings. When utilizing their model for real-time trading, any conclusions drawn
from the flawed statistical analysis will be worthless.

Back-testing can be defined as testing a strategy on historical data in order to
see if the system works and is profitable. Back-testing allows you to analyze large
chunks of records in a comparatively short period of time, when analyzing real-time

data will take exactly that—the actual time during which a trade takes place. Back-
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testing allows you to evaluate various strategies on your own time, rather than adding
to the already stressful nature of trading live in the marketplace. You have time to
experiment with the results of different formulae which, in turn, will give you further
confidence in your chosen approach when you go live.

Your sample size will vary based on your trading practice. If you follow a daily chart
time frame, several years of back data should be analyzed, whereas if you trade a small
range bar setting similar to a three-minute chart, you should take a smaller sample such
as three to six months of data. As mentioned earlier, too small of a sample will distort the
results, as deviations to the norm will not be properly highlighted.

Questions that should be resolved by back-testing include:

e [s the system being tested profitable?

e What is the maximum drawdown of the system?

e [s the system simulating slippage costs in a reasonable manner?

e How many trades are required per year to make the system profitable?

e How long is a typical trading position kept open in the system?

e What is the MAE and MFE?

e What is the ratio of the average winner to the average loser? (a.k.a. the “profit/

loss ratio”)

e What is the ratio of winning to losing trades? (a.k.a. the “win/loss ratio”)

In this list the terms MAE and MFE are used. These are two significant concepts
that should be taken into consideration when hack-testing data. The MAE represents
the largest loss suffered by a single trade while it is open. For example, a trade may
close with a loss of -2 but while it was open, if it was at one point down a maximum
-5, then that would be the MAE, as long as no other trade in the back-test exceeded
this loss. Although a system may seem feasible superficially, an exceptionally large
MAE would expose a system’s impracticality, because the MAE would be too large for
the intended account size, which in turn could precipitate a margin call that would
render the back-test results inaccurate and misleading. The MAE is also useful in
setting stop losses. If you have calculated the MAE for most of your winning trades
then you can use this knowledge to create a trading system with an auspicious risk/

reward ratio. For instance, if you find that most of your winning trades do not go
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against you by more than 30 points, you can then use this fact to cut your losses when
they are more than 30 points. The MFE, conversely, is the maximum profit that a
trade earns before the trade position is closed out. Both these values are important
when examining the system being tested in its entirety, and it is a judicious trader
who goes on testing past the assumed stop area so he or she is able to develop a
better understanding of the average trade outcomes in the future. Comparing the MFE
and MAE is key to developing a better grasp of your possible edge when applying the
tested strategy in the sphere of trading.

The list of subjects to investigate includes “profit/loss ratio,” which can be
explained by the trading system’s ability to generate profits over losses. You should
aim for a ratio of at least 2:1 when determining a profit objective for a trading system.

The win/loss ratio is the ratio of total number of winning trades to the number of
losing trades (i.e., a 2:1 win ratio would mean a trader has won twice as many trades
as he or she has lost). It should be noted that although this sounds good, it does not
show the actual cash amounts won or lost and could, therefore, mean the trader has a
losing strategy if the two winning trades actually made less money than the one losing
trade lost.

After studying the MAE and MFE, you should next analyze your trade exits.
Woodie’s CCI system lists nine potential trading exits, four of which are covered in
Woodie’s CCI stats workbook. These should be considered and the statistics should he
analyzed to see which exit option or options best suit your style and risk tolerance.
Statistical analysis will give you an idea of which exit philosophy works with which
trading strategy.

Once you are satisfied with the back-testing findings, the next step is to “forward-
test.” This means taking the strategy that has been proved by hack-testing and trying
it out in a real trading situation, albeit simulated on a demonstration platform where
no cash outlay is involved! Here, perhaps we should reprint the CFC Rule 4.41, which
will remind you of the limitations of paper trading:

Hypothetical or simulated performance results have certain inherent limitations

unlike actual performance record: simulated results do not represent actual

trading. Also, since the trades have not actually been executed, the results may

have under-or overcompensated the impact, if any, of certain market fuactors,
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such as lack of liquidity. Simulated trading programs in general are also subject

to the fact that they are designed with the benefit of hindsight.

Forward-testing also presents a chance for you to discover other issues that come up

in real-time trading, including other skills that have to be acquired in the hurly-burly

of live trading, such as order entry, slippage and how to cope with the psychological

effects of working in the active marketplace. This simulated trading may bring up

problems that you had not foreseen in statistical analysis and give you the opportunity

to go back and fine-tune your strategy with the advantage of hindsight.

When you are satisfied that you have enough raw data, the analysis and interpretation

of the statistics can commence. The most widely studied aspects of these collected records

will encompass appraisals of the overall performance of the system being tested; the win

percentage (total number of winning trades versus losing trades in the researched sample);

HOW TO READ'LEGENDS ON A CHART

[This:section.is reprinted with the permissioniof Doug Rirro, also
knownias DougOH inithe chat room, who originally published!it
onWoodie's website:]

Follow:thie:numbers acrass figure 6.2 on the'following page from
left toiright. The twoiblack numbers aretelling you the CCI 14
values that the tips ofithe two\white/arrows (at the right side)
are indicating. This is a calculatedivalue showing where the
black CCllinewill he when the price bar closes at either the top
or the hottom of its range.

PC=716!is the previous closing price one bar hack. This is
helpful to check the value without having to\use cross hairs and
the data window. You might use this to/more easily compute a
stop!loss value.

Light green and light pink numbers are projecting where
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thejlongjor short trade is going to/occur if there/is a pattern
triggering upon har.close: Note the number isi preset to one tick

heyondthe har's closing value. It.canihe'adjusted tohar close if

youiprefer toiplace your order there: These numbers will adjust
withithe price action until the full range of the har:is estahlished.

The:yellow numher:acts!like a/timer:.would on/a minute
chart. However/onirange hars it counts down fromithe chart's
range setting (e.g., 15 range on ER2), and whenitiis at zeroi(0)
the bar has reached the full range. So one:tick heyond the high
would he the value shown inithe light green that was discussed
previously.

The next three numbers; colored green; white and rose, are
all relatedin that they show us a value for the difference of the
current CCI bar'and the previous CCI har at close. It is used with
the Zero Line Reject pattern rules. The white number; shows the




the profit-to-loss ratios of each approach along with many other variables.

As I have said, time and time again, you cannot become a successful trader
overnight. It takes many hours of research, screen-time and effort on the part of an
individual wishing to even start to understand the ins and outs of trading the market. It
also takes great strength of mind and focus to stay in this business when you hit a run
of losing trades. I can only reiterate that meticulous statistical analysis will help you

learn why trades happen as they do and find their best possible probability of success.

Putting it all together

I have now outlined my trading strategies using the CCI indicator. Putting it in action will
explain just how well this works combined with standard technical analysis. In turn it can
show why many are using the CCI in their trading plan, primarily with CCI patterns.

Many traders make life difficult by using numerous indicators and moving

currentCCI har difference. The:greeninumber
predictsiwhatithe  CClidifference willlbeiwhen
theiprice harit'is!linked toicloses:at the high.
The:rose:number tellsiusithe projected CCl
difference/if the price!closes atithe bottom.
The two white arrowsat theiright of
the chart predict what the/CCl will he/if the
price candle closes at the high or if it closes at

the low. See the relationship discussed inithe

hlack numbers ahove.

The numbers on the right side show:the
current price, the highs of the previous and current
price bar.and the/lows of the previous and current
price bar. Note the previous values are the onesion
the left of the side-hy-side pairs.
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averages, so that they are always having to overcome the massive mind games one
plays with too much to analyze. This is an area where so many traders fail because
most think more is better. However, in day trading particularly this is not the case.
Keeping it simple is very important as it allows oneself to react quickly to a pattern and
not waste time trying to get many things lined up, creating late entry into a trade.

Hence one of my favorite sayings is “to react is for kings, to predict is for the
slaves.” As I mentioned earlier, many traders do not have a trading plan and think
that all that is required to be successful is to open a trading account. Many come to the
realization—only after losing money in their trading accounts—that they need help. Do
not be one of those traders—make sure you have a trading plan and stick to it.

One evening in the chat room there were some traders watching a live chart of
the Hang Seng Index, which is really a mover and a great practice chart for those
learning the CCI patterns. This is a common occurrence, to have people in the chat
room when the regular U.S. markets are closed, because the more screen time you
put in, the better chance you have of surviving the ups and downs of the market.

As I have mentioned before, T have a saying [ use when [ moderate in the chat
room that says it all: “It takes about 10 years to become lawyer, 10 years to become
a doctor and 20 years to become an Indian chief, why do you think in 10 minutes
you can become a trader?” Far too many people think that trading is easy and then
most admit that it is one of the most difficult things they have done. This brings up
another thing I say over and over in the chat room: “In this arena you are up against
the sharpest traders in the world. You are also in an arena where the biggest and best
and fastest computers are being used, why do you think your $500 computer is going
to get you in a winning mode? In order to survive, you have to be very sharp and very
good.” The problem with most traders is that their ego gets in the way, and trades
are taken with no rhyme or reason other than their egos trying to guess the market’s

direction.
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AN EXERCISE IN TRADING THE HANG SENG INDEX

~ Let's follow the CCI on some charts of the Hang Seng Index (HSI) from Hong Kong and put it all together!

HANG SENG INDEX FIVE-MINUTE CHART
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Looking at this five-minute chart of the HSI right after the opening, a Famir pattern developed to take
a short. It was a hreak of the pivot point. This happens many times and | use my pivots in my swing
trading with the CCl. Also note the horizontal lines on the price hars—the black one is Woodie’s pivot
and others are the $1, 2 levels of support and resistance—below prices and R1, R2 levels ahove.
Notice how well they come into play.
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HANG SENG INDEX FIVE-MINUTE CHART
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The Famir pattern proceeded to go right to $1 and held exactly on $1. This area then was a place to
take some profit and move the stop to break even +1 tick. Do not let a good trade get away! Notice the
hounce from there that took us out of the trade at our break even +1 stop for a very nice trade. A tick

value is ahout $6.40 (U.S.) on the HS|.
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HANG SENG INDEX FIVE-MINUTE CHART
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We now go down again to test our 1 area and it holds very well. At the same time, take a look at the
CCl indicator and nofice the flat bottom. This shows that the momentum to the down side is over and,
as you can see, corresponded with the $1 holding. This concluded the first trade of the evening, and it
was a winner! Most people practicing in the room at this time got the trade.
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HANG SENG INDEX FIVE-MINUTE CHART
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Atter our flat hottom on the CCI we went up and a Vegas pattern developed. Breaking through the swing
high marked on the chart with trend line was the trigger to enter the trade. This is a trend-changing
pattern to go long, further giving us the confidence that this trade was a good one. We stayed with this
trade until it crossed hack down through the +100 and used that as a great exit to a super trade. Note
that we went up to the R1 level on Woodie's pivot and backed away just as we exited the trade. This
concluded our second winning trade and we are up nicely. The combination of the CCl indicator, the

Woodie’s pivot and standard technical analysis worked together to form a high-probability trade.
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HANG SENG INDEX FIVE-MINUTE CHART
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This shows the entry area with a Famir pattem as well as the signal to go long.
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HANG SENG INDEX FIVE-MINUTE CHART
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This shows exits crossing down through the +100 line.
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HANG SENG INDEX FIVE-MINUTE CHART

8000873380

LERRR R €

The next pattern we took was a ZLR. You'll remember this as buying the dip or selling the pullback. This
pattern is buying the dip. All the nuances were there, so there was no question about making the trade.
Notice also on the price hars, we hroke R1 and continued up. We took some profit on our first target
and were taken out of our runner at hreakeven +1 tick, which was also the CCl crossing back through
the +100 line. Standard technical analysis prevailed, as prices came back to test the hreakout of the
pivot—another great trade and a nice winner as well. Again the basic CCI patterns are successful, just

“trading the damn patterns,” as | always say in the chat rooms.
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HANG SENG INDEX FIVE-MINUTE CHART
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As you can see, it is midnight here on the East Coast, so there is a change in Woodie’s pivots. Just after
midnight a Mittens Ghost, another trend-changing pattern, developed. This chart shows the trigger short
har, which is the neckline, and also is our entry.
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HANG SENG INDEX FIVE-MINUTE CHART
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This chart shows the whole pattern outlined to make it easy to spot. We continued down and broke
through the pivot where hasic profit was taken, and we exited on the good hook hack—yet another
hasic CCl pattern that works well with the pivots and standard technical analysis. Staying with our
trading plan and trading the basic CCI shows us that, although our success rate is not 100 percent, it
does give you a chance! Most people trading in the room at this time got the Mittens Ghost; those who
did not were not trading that particular pattern in their trading plan.
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HANG SENG INDEX FIVE-MINUTE CHART
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This shows a Famir pattern, which is a double reject of the zero line or, technically, a test and retest of major
support/resistance. Our trigger is the CCl coming down through the zero line the second time. This corresponds
with trying to break the pivot as well. Using our stop as one tick ahove the high, we were never stopped out.
Using high/low entry of the entry bar is good for stops as well as the key support or resistance area that we
used earlier. We stayed right around the pivot area and tested the -100 line, which was also minor support

in this case until we finally went south for a beautiful trade. All the traders in the chat room, whether live or
simulated, were in this trade. We broke through 51 and our exit was the flat hottom at extremes. This was a
very nice basic CCI trend-changing pattern and a big winner as well.
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HANG SENG INDEX FIVE-MINUTE CHART
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In summary, for the night's trading, we took five trades with five winners. The key was that we traded
the hasic CCI patterns as outlined in this book and throughout the website. We also stayed with our
trading plan. The flat hottom on the CCl could be an exit (shown ahove in white).
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HANG SENG INDEX FIVE-MINUTE CHART
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So is it always like this? No, but the CCI pattems give you the edge to make it as a trader. Mayhe this
is the reason we have many pit and professional traders in the room learning the CCI.

I hope this exercise has given you some insight on how we trade the CCl and how exciting trading can
he, if done correctly. Is it always like this? No, but the CCI pattems give you the edge to make it as a
trader. There were four other possible trades that we did not take. They are indicated on the chart ahove
with white numbers and arrows. Perhaps you could work out why they were not taken. (The answers
appear on page 113.)
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EPILOGUE

Range hars: The new frontier

As you know by now, | am always trying to help traders improve their trading skills and

| also always like to be ahead of the herd. | do not like to continue using the same old
systems that everybody has been using for years and years. Candlestick charts, HLC
price bar charts, tic bars, volume bars—the same old stuff that, so often, traders are
not completely successful with. | like to continually look at and test completely new and
radical methods.

Trading the patterns with the CCl, a momentum indicator, is indeed revolutionary and
works very well. However, life does not stand still and | have been testing and re-testing
my latest cutting-edge system, a new frontier in the CCl and day trading world: range
bars.

In 1995 a Brazilian trader and broker named Vicente M. Nicolellis, Jr., developed a
groundbreaking system of charting price bars. Due to the instability of the markets he
worked with, he knew he needed to find a way to resolve their unpredictable nature,
which included long periods of time in sideways or consolidating actions. He decided that
eradicating the time factor from the equation and just concentrating on price would be
an answer to his problems. Vicente, therefore, developed a price bar which ignored the
time element altogether and involved only the price movement. These price bars became
known as “range bars.” Each range bar has the same price increment and each bar closes
at either the high or the low, no matter where it opened.

Range bars, or as they are otherwise known, “break out bars,” were officially
released at the Woodie's CCI Club seminar in Las Vegas in November 2007. We have made
some beautiful trades using them and they are working splendidly.

The great thing about range bars for traders already trading the basic CCl patterns
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is that all the patterns stay the same! There is nothing different in any of the pattern
configurations at all; the ZLR, the Ghost, the TT and all the rest—they are identical to
patterns you have been trading every day.

The formula used for the range bar values in each main market is as follows:

YM: 25, the Russell: 15, gold: 15, Dax: 10. Other settings used are the QM: 20, euro
futures: 15, ES: 12, NQ: 15, crude: 20, Hang Seng Index: 30 or 40, stocks, FCX, GOOG-300 100,
to name a few With soybeans | have been using 15, but you can play around with that.

Each range bars is made up of 15 price increments on the Russell and gold, or, as in the
case of the YM, 25 price increments, the Dax 10 price increments and so on. Every bar is
equal in size and | have tested all the settings and traded it live to make sure | am publishing
the best settings to apply. However, do your own stats to find out what works for you.

Range bars have to be downloaded with your trading platform. | use the Woodie's CCl
Club Trade Navigator charting package by PFG Best, along with Ninja Trader with Desertsoft
software applied (www.desertsoft.com,) which, to my mind, offers premium benefits apart
from the range bar (break out bar) settings which you can set the times on. For instance the
Russell and the YM start up at 9:30a.m. EST and all you have to do is adjust the time frame
on the new Woodie's CCI Club charts. Gold and the Dax are 24-hour charts, and settings do
not change for 24-hour charts. There are at least eighteen other charting packages that have
the range bars available and more companies are incorporating the new set up every day. You

can use the Woodie's CCI Club charts and trade with whomever you wish.

Advantages of range bars
The superior benefits of trading with range bars over and above the basic CCI, in my opinion,
include the following:
o All the patterns are the same—they are identical to those used in the original basic
CCl setup. A bit of psychology on the range bar—you can see the patterns more
easily!
o There is less noise. By that | mean that all the bars on the Russell, for example, are
going to be 15 price changes and each bar is exactly the same size, so you will see
much smoother patterns. It eliminates the market noise you get with minute bars.

o The range bars eliminate the sometimes misleading large movements in the CCI
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during quiet markets. (Sometimes people say, “Wow! Look at the CCl move” but the
prices hardly move at all.)

Most times the range bars will show a turn before the regular CCl and the rest of the
market turns.

You will have bigger stops but more profit and fewer trades. In other words you are
going to get much larger trades, stay in those trades for longer and it is going to help
your risk/reward ratio and there will be fewer trades that do not get follow through.
The CCl difference shows better on the ZLR and your stops are easier. You get one or two tics
above/below the entry bar and everybody will pretty much have the same stops.

The pattern triggers are the same as the regular minute bars. This means that, if you
are a “bar close trader” you can do the same thing and if you trade with 20 to 30
seconds to bar close you can do that too. The tendency is to wait until the bar close
and the new bar starts. This helps traders to put buy and sell stops in ahead of time,
thus getting in first in line, or close to it.

The range bars show a sideways market more clearly, which means you will not see
as much choppiness in the market, making it more even.

You can use the same money management techniques—it is no different than the
basic CCI. | recommend that you still keep stats and analyze them.

The angles of the CCl are enhanced, and we all know the importance | attach to the
angle of return when working with the CCI!

The range bars handle the zero line and the 100 value lines better. These are lines of
major support and resistance and minor support and resistance, respectively.

The Turbo warning is clearer.

The LMSA is the same.

You can use buy stops and sell stops to enter a trade because you can predict where
the top or bottom is going to be. In other words, if you have the bar going up and
you know what the low is, you can put a 15 (or whichever setting you are in) price
change from the low; set your buy stop or your sell stop from the high or from the
low and this will make it easier for you to enter. The only important thing you have
to remember is to watch that, if you make a new high or low, then you might have to

adjust your stop accordingly.
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o The range bars show the trend more plainly

e Even if you watch candlesticks you will notice that there is less noise because each
bar indicates the same amount of price change, eliminating the mind games that
many traders experience.

o The range bars do not affect the Woodie's pivots.

There are a couple of minor differences when handling the range bars as opposed to the
regular basic CCl:
o The Sidewinder settings have to change to 30 from 60.
e 0On the Chop Zone Indicator if you have solid blue for a time and then see one or two
different colors then returning to blue you can take a ZLR. This is a little more lenient

than the regular minute chart but gives you additional latitude for long trades.

Range bars will set the world on fire!

You will find the range bars and the new CCl setup tremendous—a completely new concept
compared to the regular basic CCI. Even though the basic setup is still good to trade, | believe
range bars will transform the world of trading.

As | mentioned earlier, range bars have actually been around for sometime but nobody
has really determined how to use them effectively. So that is what | am doing for Woodie's
traders now, and they work brilliantly with the CCI. Range bars will give you an edge to help
you survive and be more successful in the trading arena.

Traders no longer have to rely on timing and do not need a clock on charts any more.
Range bars are not predicated on time. It could take an hour to get a range bar or it could take
10 seconds due to the bars being price increments. There is no change in the interpretation
of the CCl patterns. Nothing has changed from the entry pattern in the minute charts—all
you have to be able to do is add and subtract the range bar values you are working in, i.e., add
or subtract 25 for the YM, 15 on the Russell, and so on.

It is very easy to know when the bar is going to close: for example, if you are working
with the Russell and you know what the high of the last bar is was, you add 15, or you
subtract 15 if you know where the low of the bar is. This will only have to be amended if you

make new highs or new lows.
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Exit signals stay the same, nothing has changed there. Range bars are especially good
for aggressive type traders because they can pick and choose their entry better, knowing
where the bar starts. They can also help you effectively set buy and sell stops. For example,
if you are looking for a short on the YM and you have a high on the bar of 13110 and you know
that each range bar on the YM is 25, it's easy to calculate your stop. As long as the YM does
not make new highs, the next bar would start at 13184 so you would put your buy/sell stop
at 13084. These range bar statistics have been tested and re-tested. With back-testing you
cannot replicate the same events as in live trading.

The range bars show the markets more clearly and they eliminate the mind games
that are played when the candlesticks gyrate. Because the CCl is a momentum indicator,
it makes no difference to what kind of market you are in; they tell you where the market
is right now—it is not a projection. We now use only the range bars in Woodie's CCI Club
basic room.

As | have indicated, | recommend the Woodie's CCI Club Trade Navigator and Ninja
Traders charting packages with Desertsoft software (available at www.desertsoft.com), not
only because of the range bar settings but because of the other brilliant features that are
available. The front end can set stops automatically, set up trailing stops, and buy and sell.
The reports and statistics it allows you to create can be put into your own document and
printed. You can set the times for each market where necessary. The equity curve shown will
tell if you should be trading or not.

Trade Navigator and Ninja Trader Desertsoft have developed the Woodie's CCI Club
pattern recognition software that shows possible patterns and pattern scanning in real
time, while the front end does automatics statistics. You can even set up alerts to earmark
possible patterns forming. These alerts will sound a bell, show a pop-up or alert you by
email—whichever suits you best. They can display on the trading chart by code and color—
for instance “z" for a ZLR, or a pink “t” on the YM alerts a possible Tony Trade. These tools
are not available anywhere else; they are tools to help traders. We also now have projectors,
which predict the location of the Sidewinder, Chop Zone Indicator and the LMSA along with
the CCl—either at the top of the bar or the bottom of the bar. This tool is not available
anyplace else—you are given the point where the price will be you can place your entry

ahead of time!
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In the same way that trading the basic CCl patterns help keep you one bar ahead of the
rest of the market, using range bars to trade the CCl patterns will help keep you that much

farther ahead. | hope you enjoy trading the range bars.

Where do we go next?
Where is Woodie's CCI Club going in the future? Time for the new frontier: Autotrader!

What is autotrading? Autotrading, by definition, is a trading strategy where buy and sell
orders are placed automatically based on an underlying system or program. The buy and sell
orders are executed in the market when certain set criteria are met.

It seems to me that many people find it hard to handle the emations involved in trading
on a day-to-day basis, and that is why a large percentage of people lose. They cannot handle
the whole concept of trading without emoation, trading without being moved by outside events
and personal disruptions. They simply can't focus entirely on the patterns.

With this in mind, | believe that Woodie's CCI Club must continue to move forward and
evolve. We must always improve upon the way we do things and strive to offer people new
options and ways of trading. Autotrading is the new frontier we have to conquer.

We have been moving in this direction for two years now, testing and re-testing new
ways of trading and gradually developing new systems to enable members of Woodie's CCI
Club to progress to a most advanced form of trading.

Using cutting-edge technology, the leading edge of technical analysis, DesertSoft,
together with Woodie's CCI Club, has combined the Woodie's CCl pattern recognition system
with a robust order routing engine. This has resulted, in conjunction with the NinjaTrader
platform, in a strategy that completely automates the trading for Woodie's CCl system. This
system offers orders automatically submitted on pattern trigger, stop losses actively entered,
managed and adjusted, automatic break-even adjustments and automatic halting of trading
during a sideways market. The system logs slippage on filled orders and incorporates all the
features from the Woadie's CCI Club pattern recognition indicator, to mention but a few of the
benefits.

It should be noted that this particular system is not a free service and would add an
additional cost to a trading plan, which should be taken into consideration when weighing up

the pros and cons of utilizing automatic trading.
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| mentioned Woodie's CCI Club pattern recognition indicator. This is another add-on

some traders are using, and it is designed to recognize all of Woodie's patterns as a stand-

alone, apart from being used in the autotrading package. It includes the ZLR, Tony Trade,

GB100, Famir, Vegas and the Ghost, to cite just few useful advantages. Once again, though, it

will increase the operational costs of your trading plan and we can all, of course, trade in the

regular manner without escalating our overhead!

Autotrading is just another example of how Woodie's CCI Club will always lead the way.

Autotrading is the radical new path to follow, a natural progression in our field of vision. |

hope you will join me in Woodie's CCI Club and on the path to the future.

Happy trading, and good luck!

On a final note, did you research what the four patterns were on page 106
and why there were not taken? Doing this will help you learn the patterns

and the requirements needed. And you only get out what you put in.

Answers:

Arrow 1 is a good ZLR. However, it was not taken because the bar closed
below the 120 line. As a result, we did not chase it—no trade.

Arrow 2 points to another ZLR, but again, the bar closed above the +120
so we do not chase. Everything else was good.

Arrow 3 indicates another ZLR, but the Sidewinder was red, so no go.
Arrow 4 was a possible ZLR, but it had only five bars. You need six, and

one bar needs to be -100.
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APPENDIX 1I: CCI Club Shorthand

Woodie's CCI Club members have developed their own distinct shorthand for chat

room participants. Some of it is universal text shorthand, but some is specific to

Woodie's CCI Club. You'll have a head start if you read through the most common

abbreviations below before you start chatting live online.

ATR: average true range
BBL: be back later

BC: bar close

BRB: be right back

CCl: Commodity Channel
Index

CT: counter trend

CZI: Chop Zone indicator
DD: draw down

EBH: entry bar high

EBL: entry bar low

EMA: exponential moving
average

ER: E-mini Russell

ES: E-mini S&P 500

EUR: Euro

FWIW: for what it's worth
Gh: Ghost pattern

HFE: Hook from Extremes
HLX: hundred line cross
HOD: high of the day
HTL: Horizontal Trend Line
HTLB: Horizontal Trend Line
Break

IMHO: in my humble
opinion

LOD: low of the day
LOL: laugh out loud
LSMA: least squared
moving average

MAE: maximum adverse
excursion

MFE: maximum favorable
excursion

MGh: Mittens Ghost
pattern

MTL: management trend
line

MTLX: management trend
line cross

NL: neck line

NLX: neck line cross
NP: no problem

NQ: E-mini NASDAQ
P&L: profit and loss

RB: range bars

SOH: sit on your hands

SI: Sidewinder indicator

SW: sidewinder indicator
TCCI: Turbo Commodity
Channel Index

TGT: targetor T1

TLX: trend line cross
TL: trend line

TLB: trend line break
TLX: trend line cross
TM: trade maven

TN: Trade Navigator
TS: TradeStation

TT: Tony Trade

TY: thank you

VT: Vegas Trade

WT: with the trend
WCCI: Woodie's
Commodity Channel Index
YM: E-mini Dow

YW: you're welcome
ZL: zero line

ZLR: Zero Line Reject

ZLX: zero line cross
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CCl: Commodity Channel Index. An oscillator used in technical analysis to help determine when an
investment vehicle has been overbought or oversold. The CCl was first developed by Don Lambert and
quantifies the relationship between the asset's price, a moving average (MA) of the asset’s price and
normal deviations (D) from that average.

CCl line: Woodie's CCl uses two indicators to trade with and the CCl line is one of them. It is indicated
by a heavy black line outlining the histogram of bars that represents movement in the markets.

CCI patterns: CCl patterns are formed on the CCl panel by the movement of securities in each
market shown by histograms edged by the CCl line. These patterns are visible to the trained eye and
have names such as Zero Line Reject, the Ghost, etc.

charting packages: This is otherwise known as a “trading platform” and is a display of market
charts with capabilities of showing various indicators on those charts such as the CCl.

charts: Graphic representations of market information from various stocks and options markets.

chat room: A virtual area online where like-minded people can correspond with other members of a
community in real-time.

Chicago Board of Trade (CBOT): Prior to the 2007 merger with the Chicago Mercantile Exchange,
CBOT was the largest commodity exchange for trading of futures contracts. Established in 1848.
CME Group: The world's largest and most diverse exchange. The exchange was created by the 2007
merger of the Chicago Board of Trade and the Chicago Mercantile Exchange.

Chop Zone indicator (CZI): A color-coded indicator plotted on the +/-100 value line. The key
colors for this are cyan (turquoise/blue) and brown. Cyan showing for three bars or more show an up
market and brown showing for three bars or more indicates a down market. Multiple colors indicate
a sideways market. Three bars of solid color is an important signal. This indicator is only used in Zero
Line Reject (ZLR) trades.

close: The end of a trading session. The close of the New York Stock Exchange (NYSE) is marked by
the ringing of a bell.

closing price: The final price at which a security is traded on a given trading day. The closing

price represents the most up-to-date valuation of a security until trading commences again the next
trading day.

Commodity Channel Index: See CCl.

commodities: An index of commodity products, such as foods, grains, oil or metals traded on the

worldwide markets.
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consolidating market: This market happens when either bulls or bears are prevailing in the
price war. A consolidating market generally precedes a breakout.

counter trend: Trades against the current trend. It is also known as “counter-trend trading.”

D

daily chart: A line graph that displays the intraday movements of a given security.

day trading: Trading completed during one day of business.

demonstration platform: A practice trading software package for simulated trading.
divergence: In technical analysis divergence is considered both positive and negative,
signalling major shifts in the direction of the price. The price of stock and set of relevant
indicators are moving in opposite directions.

down trend: Describes the price movement of a market when the overall direction is downward.

drawdowns: A reduction in account equity from a trade or series of trades.

E

entry: The controlled decision of when to enter a trade. The entry trigger is different for each of
Woodie's patterns.

equity: Capital.

equity curve: This is arrived at by plotting personal equity statistics on a worksheet with an
EMA. If you fall below that average you should sim trade and if above, real-time trade.

exit: The point at which a trader leaves a trade. Woodie lists nine exit strategies.

exponential moving average (EMA): A type of moving average that is similar to a simple
moving average (MA) but reacts faster to recent price changes.

extremes: When the market “goes to extremes,” which is indicated on Woodie's trading panel

by a +/-200, it points toward a market being overbought or oversold.

F

Famir: A Woodie's CCl trend changing pattern that is not recommended for beginners. It could
be considered a ZLR which fails immediately. The Famir pattern has most success within the
+/-50 value lines.

five-minute chart: A chart in which each bar shows a five-minute period.
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flat top/flat bottom formation: The CCl goes flat with a lack of momentum.

forex (foreign exchange): In this market, participants are able to buy, sell, exchange or
speculate on currencies.

futures: A financial contract obligating the buyer to purchase an asset at a pre-determined future
date and price.

futures exchange: The central marketplace where futures contracts and options on futures

contracts are traded. The largest futures exchange in the U.S. is the CME Group.

G

GB100: GB100 is another of Woodie's patterns and is a Zero Line Reject (ZLR) that went too far -
and goes past the +/-100 value lines and then back to the original trend.
Ghost: This is one of Woodie's trend-changing trades which derives its name from the pattern

created. There are three types of Ghost patterns: regular, mittens and inverted Ghosts.

H

head and shoulders: A technical analysis term used to describe a chart formation in which a
stock’s price rises to a peak and subsequently declines. The price then rises above the former peak
and again declines, and finally rises again, but not to the second peak, and declines once more. The
first and third peaks are shoulders, and the second peak forms the head.

helter-skelter: A helter-skelter trader trades without a trading methodology, trading in a
haphazard way.

high: The peak reached by an indicator or an asset price.

histogram: A graphic representation, similar to a bar chart in structure, that organizes a group

of data points into user-specified ranges. The histogram condenses a data series into an easily
interpreted visual.

hook from extremes: When the CCl line has continued past the +/-200 line (gone to
extremes) and then reversed back toward the zero line this is known as “hook from
extremes.”

hook up: When the CCl line reverses back.

horizontal trend line: A money management technique.
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index: In the financial markets, this measures the ups and downs of the collective stock,
bond and commodity markets, reflecting market prices and the number of shares outstanding
for the companies in the index. Examples: New York Stock Exchange (NYSE), Standard &
Poor's 500 (S&P), Dow Jones, DAX, FTSE, etc.

indicator: A technical measurement securities market analysts use to forecast the market's
direction, changes in stock trend or price patterns. A lagging indicator is a technical indicator
that trails the price action of an underlying asset. Leading indicators are used to predict
changes in the economy but are not always accurate.

initial protective stop (IPS): When initiating any trade on any pattern a protective stop
should be put in place. For the beginner, it is strongly recommended to use a price stop or

stop loss order to limit any losses.

JIK

johnny-come-lately: a trader that misses the initial move in securities and enters the market

to try and force the market up or down. This is known as the “battle of the bulls and bears.”

L

least square moving average (LSMA): Also known as linear regression curve, this
indicator is stacked on the zero value line in a series of green and red segments. The

green segments indicate that the market price is higher than the 25-period LSMA, and red
segments indicate that the market price is lower. The LSMA is used in to confirm trade
patterns and exiting positions.

linear regression curve: See least square moving average.

live trade: Trades made in real time with real money while a chosen market is open for
trading. The opposite of live trading is simulated trading, where a person will “pretend” to
trade in a chosen market on a demonstration platform while learning trading techniques.
long trade: Otherwise known as long position, a trader will buy a security such as a stock,
commodity or currency in the expectation that the asset will rise in value. These are trades
taken above the zero line.

low: The lowest price traded during the course of the day.

TRADE THE PATTERNS: THE REVOLUTIONARY WAY OF TRADING THE CCI 121




M

market: The place in which shares are issued and traded through exchanges, also known as the
equity market.

market noise: The smaller the time frame the more the bars whipsaw. Range bars solve much of
this noise making smoother patterns.

mean deviation: An average of the absolute value of the difference between the last period’s
simple moving average of the typical price and the typical price for each of the last periods.
moderator: One who presides over a meeting, forum or debate.

momentum: The rate of acceleration of a security’s price or volume.

momentum indicator: This is used in market analysis to quantify the momentum of upward and
downward price movements. The CCl is a momentum indicator.

momentuming: Woodie's word to describe movement in the market.

money management: Money management is the most important aspect of trading: it is how you
run your trading account, the protection of your risk exposure and the preservation of your capital.
moving average: An indicator frequently used in technical analysis showing the average value
of a security’s price over a set period. Moving averages are generally used to measure momentum

and define areas of possible support and resistance.

||

neckline: The Ghost pattern is made up of three peaks; two shoulders and a head and the
neckline is the line break of the two valleys formed in between these peaks.

nuance: A hint of change, a clue.

0

open: (1.) An unexecuted order that is still valid. (2.) The start of trading on a securities exchange.
Different exchanges have different opening times. For instance, the New York Stock Exchange
(NYSE) and the NASDAQ open at 9:30 a.m. EST, whereas the DAX and Gold Exchange trade 24
hours a day.

options: American options can be exercised anytime between the date of purchase and the
expiration date. European options may only be redeemed at the expiration date. Most exchange-

traded stock options are American options.
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oscillator: A technical analysis tool that is banded between two extreme values and built with
the results from a trend indicator for discovering short-term overbought or oversold conditions.
overbought (long trades): A situation in which the demand for a certain asset unjustifiably
pushes the price of an underlying asset to levels that do not support the fundamentals. An
asset that has experienced sharp upward movements over a very short period of time is often
deemed to be overbought. Overbought is the opposite of oversold.

oversold (short trades): A condition in which the price of an underlying asset has

fallen sharply, to a level below its true value. This condition is usually a result of market
overreaction or panic selling. Assets that have experienced sharp declines over a brief period

of time are often deemed to be oversold. Oversold is the opposite of overbought.

P/

paper trade: Simulated trading that investors use to practice mimicking trades (buys and
sells) without actually entering into any monetary transactions. Paper trading is a good

way to learn the ropes without risking any money. You can do it simply by pretending to buy
and sell stocks, bonds, commodities and mutual funds and keeping notes of paper profits or
losses. Or you can open an account with an online market simulator.

patterns: In technical analysis, the distinctive formation created by the movement of
security prices on a chart. It is identified by a line connecting common price points
(closing prices, highs, lows) over a period of time. Also known as trading patterns.
Woodie's CCl patterns are some of the many different patterns that exist in technical
analysis.

peak: The highest point reached when trading securities followed by a decline.

pit trader: Traders who operate on the market trading floors, also known as floor traders.
pivot: A price level established as being significant either because the market fails to
penetrate it or because a sudden increase in volume accompanies a move through that price
level. As a technical indicator, the pivot price is similar to resistance or support levels. If the
price is exceeded, a breakout is expected to occur.

platform: A software package offering trading charts and requiring a data feed.

price bar: A horizontal histogram plotted on the chart of a security, which corresponds to

the volume of shares traded at a specific price level.
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protective stop: A strategy that aims to limit potential losses to a desired amount by using a stop-
loss or stop-limit order. A trader may execute a protective stop by setting a stop-loss order for 10
percent below what they paid for the stock, therefore limiting the loss to 10 percent.

probability: The likelihood of an event or outcome based on the occurrence of a previous event or
outcome.

projector: A signal that predicts where the CCl is going.

psychology: The sentiment or feeling that a trader experiences at any particular time. Greed,

fear, expectations and circumstances are all factors that contribute to the trader’s overall investing

mentality or sentiment.

range bars: Otherwise known as break out bars, range bars are made up of a set number of price
increments and are equal in size.

resistance: The price at which a stock or market can trade, but not exceed, for a certain period of
time. Often referred to as resistance level.

risk: The chance that an investment’s actual return will be different than expected. This

includes the possibility of losing some or all of the original investment. Risk is usually measured

by calculating the standard deviation of the historical returns or average returns of a specific
investment.

risk/reward ratio: A ratio used by many traders to compare the expected returns of a trade to the
amount of risk undertaken to make these returns. This ratio is calculated mathematically by dividing
the amount of profit the trader expects to have made when the position is closed (i.e., the reward) by
the amount the trader stands to lose if price moves in the unexpected direction (i.e., the risk).
rounding: Sideways action in the market caused by johnny-come-Iately jumping in and trying to

move the market initiating a battle of the bears and bulls.

S

screentime: Spending time concentrating on the charts on the computer screen watching and
learning the charts.
securities: An investment instrument signifying ownership of stocks or bonds.

set up: When a pattern is emerging on a chart this is known as the “set up.”
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short trade: Otherwise known as “short position,” a trader will buy a security such as a
stock, commodity or currency in the expectation that the asset will fall in value. These are
trades taken below the zero line.

sideways market: A market that shows no momentum and is not going up or down.
Sidewinder indicator (SI): This indicator is plotted on the +/-200 value lines and shows
up in three colors: red, yellow and green. The red color indicates no trade strength, while

the yellow color shows a trend developing and the green color shows a strong trend. The
Sidewinder shows trend strength both up and down. This indicator is only used in Zero Line
Reject (ZLR) trades.

signal: An indication on the charts of when to enter a trade.

signal bar: A bar which signals trade entry in a particular pattern.

simulated trading: The practice of trading carried out on a demonstration platform without
using real money.

slippage: The difference between estimated transaction costs and the amount actually paid.
statistics (stats): The collection, organization and interpretation of data.

stochastics: A technical momentum indicator that compares a security’s closing price to its
price range over a given time period.

stocks: Shares in a company.

stop loss: See protective stop.

stop loss order: An order placed with a broker to sell a security when it reaches a certain price.
stop: See protective stop.

support: The price level which, historically, a stock has had difficulty falling below. It is
thought of as the level at which a lot of buyers tend to enter the stock. Often referred to as
the “support level.”

swing: (1.) This term is most commonly used when referring to a situation in which the price
of an asset experiences a significant change over a short period. These sharp shifts are often
referred to as a swing. (2.) A short-term trading strategy in which a trader attempts to make
gains by holding a security for only a few days. Also known as “swing trading.” Swing trading
is often used by individual investors.

swing high: A term used in technical analysis that refers to the peak reached by an indicator

or an asset's price. A swing high is formed when the high of a price is greater than a given
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trade with the trend: A trading strategy that attempts to make gains through the analysis
of an asset's momentum in a particular direction. The trend trader enters into a long position
when a stock is trending upward (successively higher highs). Conversely, a short position is
taken when the stock is in a down trend (successively lower highs).

trading plan: A personal plan of how you are going to trade, in which markets, with which
patterns, money management strategies and how you are going to keep track of everything
using statistical analysis. DO NOT start to trade without one.

trading platform: A charting software package which you will need if you are going to trade.
trading position: The trader is actually in the middle of a trade (he or she is in a trading
position).

trading vehicles: The products or securities with which a trader trades.

trend: Movement of the market in a particular direction.

trendless market: This market can be recognized when the CCl stays between the +/100
values lines, crossing the zero value line with increasing frequency, with the Sidewinder
showing a red color and the Chop Zone Indicator (CZI) showing multiple colors.
trend-agreement pattern: Otherwise known as “trend-continuation patterns,” these are
trade patterns that are in agreement with the established trend and include: the Zero Line
Reject (ZLR), the Trend Line Break (TLB), the GB100 (GB) and the Tony Trade (TT).
trend-changing pattern: These patterns indicate the possibility of a change in trend
direction and include the Famir, the Vegas Trade (VT), the Ghost Trade (GT) and the Horizontal
Trend Line Break (HTLB).

trend line: A trend line is constructed by drawing a line from a peak above the +/-200 value
line. This line must then touch the CCl line, or Turbo CCl line, in at least two different places.
The more times it touches the CCl, the stronger a signal it becomes.

Trend Line Break (TLB): This trend pattern can be either a trend in agreement with the
current trend or a trend-changing pattern. A Trend Line Break with the trend is a line that shows
when support or resistance is broken, and a move back with the previous trend can be expected.
trigger: The point at which a trader will enter a trade.

Turbo CCI (TCCI): Woodie's CCl uses two indicators to trade with and the Turbo CCl is one
of them. The CCI6 period is designated the Turbo CCl. The Turbo CCl registers on the Trading

Panel as a red line.
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More than 30 years ago Ken Wood, also known as “Woodie,” discovered
a revolutionary way of trading on the CCl, a little-known moving average
index. Woodie noticed that patterns forming on the CCl reveal how the
market is moving. The CCl is a leading indicator, and Woodie figured out
how it could help him get into a trade ahead of standard trend lines. Over
the years, as Woadie perfected his techniques, he quietly built an online
following of millions through Woadie's CCI Club.

Woodie is sharing his time-tested methods with the world because his personal

philosophy and the CCI Club motto has always been, “Traders Helping Traders.”

Unlike most trading clubs, participation in Woodie's CCl Club has always been free of charge, and
countless traders have expanded upon Woodie's ariginal ideas to create the systematic way of trading
the markets illustrated here.

Woodie reveals the steps that led to his discovery of the CCl, including the original materials that
inspired him. He walks you through, step-by-step, the process of learning to trade on the CCl. Woodie
shows you here how: to recognize and trade patterns on the CCl, starting witha basic trend pattern like
the “Zero Line Reject,” to a more advanced “Ghost” or “Vegas Trade.” The CCl will keep youone bar
ahead of the rest of the herd!
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