Forex Price
Action Scalping
Strategy

The Definitive Guide (2019 Update)

This is a PDF version of my Forex Scalping Strategy, it was created in February 2019.
| update my strategy regularly, so if you want to see the most recent version please

visit this page.

Scalp trading is awesome. Price action trading is awesome. But when you combine
both? Well, then you can use price action to scalp 1, 5, and 15 minute charts with ease.

| won't lie though, scalp trading is so fast paced that it can become overwhelming. So
you need to scalp the right way.

In this guide, I am going to teach you everything you need to know about scalp trading
in Forex...
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CHAPTER 1:
What is Price Action?

Price action trading allows you to analyse the Forex market without using indicators.

Instead of indicators, you use candles, support and resistance, and other chart
analysis to make trading decisions.

Price action is perfect for scalp trading because it allows you to make quick trade
decisions.

| won't cover price action basics here. If you want to learn the basics check out my free
price action strategy, also available as an ebook.

The point is that price action analysis allows you to predict with a high degree of
accuracy what price will do next by understanding who has control of price: buyers or
sellers.

If buyers are in control, you want to buy. If sellers are in control, you want to sell. It all
seems very simple, right?

Well, some newbies make price action a lot more difficult than it needs to be.

So let me tell you a secret that will help you be a better price action trader.
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Who's in control of price?

Who's in control of price?
Those five words are vital when trading price action.

If you ask yourself that question every time you look at a chart, you will be a better
trader.

| do most of my trading on larger time frames, and even on those larger time frames |
constantly ask myself “who’s in control of price?".

That one simple question keeps me profitable and it keeps me from making mistakes.
And here is why.
The question only has three possible answers...

e Buyers are in control.
e Sellers are in control.
e Priceis undecided.

If you spot a short trade which you want to enter and you ask yourself “who’s in
control of price?”, would you enter if the answer is buyers?

No, of course not, if buyers are in control you do not want to sell yet.
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Asking yourself “who's in control of price” forces you to think about price objectively.

It forces you to properly analyse price. Instead of making a hasty decision, you are
forcing yourself to make an informed decision.

So, if you want to trade my Forex price action scalping strategy, memorise that
question.

Who's in control of price?

Being able to answer that question quickly and effectively is vital. And, it is also very
stressful, which brings me to my next point.

Scalp Trading & Price Action

So why do scalp trading and price action work so well together?

Price action trading is about being in tune with what price is doing right now, so you
can predict with a high degree of accuracy what it will do next.

Scalp trading is about the same thing.

A scalp trade normally only lasts 5-30 minutes. So, to scalp effectively you need to
analyse what price is doing right now, and what it will do for the next 30 minutes or
so.

So, what about indicators?

Most traders use indicators for scalping, which is a bad choice. The problem with
indicators is that they lag behind.

Scalp trading and lagging behind just don’t mix well together. Scalping requires quick
analysis, quick decisions, and quick trading.

And at its core, price action trading is all about speed and efficiency.
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CHAPTER 2:
The Right Mindset For Scalping

Mindset (trading psychology) is one of the most important factors in trading.
You can have the best strategy in the world, but if your mindset is wrong, you will fail.

And this is especially true when scalp trading.
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The Three Core Skills of Trading

New traders think that strategy is the most important skill in trading. The truth is that
trading breaks down into three core skKills.

You need to master all three of these skills in order to be a successful trader.

In this article | will cover these skills as they relate to scalp trading. And in this chapter
| will cover trading psychology.

You may think you don't need this, but if you are scalping Forex for a living, you do...

Trading Psychology is More Important than Strategy

If | gave a new trader a successful scalping strategy with a 80% win rate they would
likely lose money.

Yes, even with such a powerful trading strategy they would lose money.
Why?
Because there is more to trading than having a good strategy.

Have you ever traded out of boredom? Have you ever closed a trade early out of fear?
Have you ever held onto a losing trade in the hope that it would turn around?

These are all common mistakes that new traders make.

And these mistakes slowly eat away at a trader’s win rate, confidence, and profit. It
does not matter how good your strategy is, if you cannot handle the stresses of
trading, you will lose money.

Successful scalpers know this, and they focus just as much on their trading
psychology as they do on their strategy.

So how do you master your trading psychology?
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A Simple Way to Improve Your Trading Psychology

Most people want fancy tricks or shortcuts to improve their trading psychology and
that just isn't realistic.

If you want to improve your trading psychology, it is going to take hard work and time.

So what's the best way to do it? Well | cover it all in my video: How to Demo Trade the
Smart Way in Forex (so you can become consistently profitable). You can watch it
anytime on my YouTube channel.

The video covers risk management as well as trading psychology, but the two are so
interconnected that they are almost the same thing. Watch the video closely and
implement these things to be a better scalp trader.

You can watch the video here.

Forex4noobs.com | Forex Price Action Scalping Strategy
8


https://youtu.be/SFNJv1ub--E

CHAPTER 3:
Price Action Scalping Basics

Before trading price action setups you need to know the basics. Don't worry though,
this scalping strategy is very simple to learn and use.

To scalp trade effectively you need to know how to do two things:

e Spot and place support and resistance areas.
e |dentify continuations on small time frames.

And this is what | will cover in this chapter.
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The Basics

On larger time frames | specialise in reversal trading.| take price action based

reversals from areas of support and resistance.

On small time frames reversals do not work very well. This is because reversal trading

relies on identifying the precise movement in which a trend dies. On small time
frames there is too much noise to effectively identify the death of a trend.

So a different approach is needed for Forex price action scalping.

Australian Dollar/U.S. Dollar, 5, FXCM O 073752 H 073753 L 073742 C 073743

Short when price cannot
rclos,e above resistance.

ﬁh
ﬁ$T§ﬂ¢ f T+++i
ﬂTﬂ I#?TD i ?'?!“ﬂi

r! Lﬁﬁn Ul fi

H‘ l i Another short when price
! cannot close above resistance.

il ’m.T "mﬂd] '*ﬁé

Tl*?!ﬂiT$l

@ realtime
0. 76600

0.76500

r0.76400

r0.76350

r0.76250
r0.76200
r0.76150
r0.76100
r0.76050

F0.76000

ity L
h+#$¢u m

=]

03:00 04:30 06:00 0730 09:00 10-30

We will be trading trend continuations. We will be watching for price action signals

which indicate a trend is strong. We will then trade a continuation when price pulls

back to an area of support or resistance.

This may sound simple but it is very stressful. One key component of this strategy is

that you must maintain a risk to reward ratio of 1:3 at a minimum.
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So, let's sum up the basics.

e We will enter scalp trades only from areas of support and resistance.
e We will only trade trend continuations.
e We will only enter a trade if our target is 3x larger than our stop.

That third point is the stressful one. When a trade is two pips from target and then
reverses five pips... many people just close it out. You cannot do that, you must
maintain the 1:3 ratio. Even if it means your stop being hit, you have to stick to 1:3. 1
will explain this in more detail later.

For now, let's look at the actual Forex price action scalping strategy.

Support & Resistance Areas

You will need to draw the support and resistance areas yourself. Don't worry though,
it is very easy.

Let’s start with the two golden rules of support and resistance. These rules do not
only apply to scalping Forex price action, they are also used for my normal support
and resistance areas:

e Recent data is always more important. Always.
e Body bounces are more important than wick bounces.

Rule one is very simple. When placing support and resistance areas, fresh data is
always better than old data. This is even more true on small time frames. Price action
formations that occurred twenty minutes ago are more significant than formations
that occurred two days ago. So when place support and resistance, make sure you
prioritize recent data.

Generally, | only look at the last 2 days on the 5 minute chart.

Rule two may be a little harder to understand. | will explain it in more detail in the
examples below.

Let’s break support and resistance placement down into a three step process.
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© Identify Bounces

The first step to placing support and resistance is to identify bounces on your chart.

Ideally, you will want several bounces that line up nicely.

Below is an AUD/USD 5 minute chart. | have highlighted three sets of obvious
bounces. The lower set mark out a support area, they are highlighted green. The
higher set mark out a resistance area, they are highlighted red.
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Bounces will not always be this obvious. However, the more obvious the bounces the

stronger the area; so you should only try to identify the most prominent bounces.
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@ Draw a line to connect the bounces

Once you identify several bounces, draw a horizontal line between them and join
them. You can see the AUD/USD image from above with support and resistance areas
now placed.
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It is really that simple. You look for strong bounces and place lines there. Support and
resistance can be more complicated on larger time frames. However, on 5 minute
charts, it really is easy.

Now, remember rule two? Body bounces are more important than wick bounces.

You will notice in the image above that | place my line at the candle bodies, not at the
wicks. | do not like placing support and resistance at the wick, | prefer to have my
support and resistance where candles are likely to form.

| am considering adding a video on support and resistance placement. Feel free to
send me an email to let me know if you need a video to clarify the subject.

Forex4noobs.com | Forex Price Action Scalping Strategy
13



Spotting Continuations

You should now have a good understanding of how to place support and resistance
areas. The next step is actually finding trade setups. And | am going to show you
exactly how to do that.

There might be a small problem though. If you do not understand candlestick pattern
and trend basics, the stuff below might not make sense.

If you find that you are struggling with the concepts below, jump over to my price
action basics in the Forex education section. In there | cover basic price action and
candlestick pattern concepts. Once you understand those concepts, the stuff below
will be easy.

What a trend continuation looks like
| am sure you have heard the old saying, “the trend is your friend”. Well in this case,
that saying is kind of true. We want to use price action to determine the trend, get a
good entry, and ride it for a short while.

You should already know how to identify a dominant trend, | talk about this in the
education section mentioned above.

But the thing about trends is that they are rarely, if ever, smooth. If sellers control
price for 24 hours on a five minute chart (288 candles) price won't move down
smoothly every candle for 288 candles. Trends move like this:
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See how buyers push back up to the former support after sellers break through it?
(Marked in green)

That is how a trend works. In a bearish trend, sellers are in complete control of price,
Buyers try to take control all the time. Sometimes buyers take control briefly but
sellers regain control and continue trending down.

The basic concept is to trade with the trend. Using candlestick analysis with support
and resistance allows you to determine if the trend is still alive. If the trend is still
alive, you enter a trade for a quick 10-20 pips. Now, let's look at some detailed trade
examples.
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CHAPTERA4.
Pairs, Spread, Stops & Targets

Now that you know the price action scalping basics, it's time to talk details.
Pairs, spreads, stops, and targets are all a very important part of this scalping strategy.

Your stops and targets especially need to be on point if you want to get the most out
of price action scalping.

So let's take a look at all of this in Chapter 4.
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Pairs and Spreads

The pairs you trade will usually be determined by their spreads. The common stop
loss for this strategy is 5-10 pips. So you need to trade pairs with very tight spreads to
be profitable.

Your spread must be included in your stop. With a two pip spread, you would end up
having a three pip stop on some trades, which is simply not viable.

e EUR/USD
e GBP/USD
e AUD/USD
e GBP/AUD
e USD/CAD
e USD/JPY

There are of course other pairs with tight spreads. However, | stick to the ones above
as they work best for me.

The Strategy’s Edge

While making an educated guess about price works well on the 5 minute chart, it is
obviously not perfect. You will find that you are right 50-60% of the time.

However, being right does not matter at all. Remember how | said that your risk to
reward ratio must be 1:3 at a minimum?

Trading with the bare minimum of 1:3 risk to reward, you need to be right only 25% of
the time to break even. If you are right 33% of the time, you are making profit.

My actual risk to reward ratio with this strategy averages out to 3.7 as some trades
have a 1:5 ratio. That almost means that | can be wrong 75% of the time and still
break even.

The mathematics is on your side with this strategy. You use your understanding of
price action to make an educated guess. As long as that guess is right 50% of the time,
you should make profit.
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As long as you manage to actually stick to the 1:3 risk to reward ratio, you should do
well.

That is the problem though. If your trading psychology isn't good, you will probably
mess up the most important part of this strategy: risk to reward ratios.

Stops and Targets

Stops and targets are pretty simple. Generally, my stop is 5 pips and my target is 15
pips. If a pair is moving fast and a 5 pip stop is too tight, | may expand my stop to 10
pips and my target to 30 pips.

Targets and stops are the most subjective part of this strategy. You should stick to a 5
pip stop and 15 pip target when you first start. As you become familiar with the
strategy you will understand when to use a slightly larger target and stop.
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CHAPTER 5:
The Forex Price Action Scalping Strategy

-

By now you should understand what to trade and how to trade it.
So let's take a look at examples of the scalping strategy in action.

In these real examples | take you through real scalp trades | took step-by-step.
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You now know how to place support and resistance areas. You also know what a
trend continuation looks like.

All you need to do to trade this strategy is put these two things together. | am now
going to show you how to do this with a lot of examples. We will start with an
AUD/USD short trade:
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In the image above you see AUD/USD is in a downtrend. An area of support is placed
at 0.7633 based on the bounces marked in green.

Sellers manage to break support at 0.7633. Buyers take brief control of price and push
it up to the former 0.7633 support area.

Buyers make several attempts at closing above the 0.7633 area. Since buyers cannot
close above the 0.7633 area, a short trade is entered. The short is entered because
price is trending down and it is clear buyers cannot regain control of price.

That is a trend continuation.
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Why is the setup above a good trade? Well, let's do some quick and simple risk
analysis on the setup. This analysis would be done when price hits the resistance area
and struggles to break above it.

e The major trend is bearish, this indicates sellers are in control of price (one
point for sellers).

e Buyers caused a minor reversal back up to resistance, this indicates that buyers
have some power (one point for buyers).

e Priceis at a strong area of resistance (one point for sellers).

e Buyers are incapable of closing above the resistance area (one point for sellers).

Sellers have three points, buyers have one point. This risk analysis is basic, we could
do more complex risk analysis but a strategy like this does not need it.

The idea here is simple. You are using price action analysis to make an educated
guess as to what will happen next. If sellers have control of the major trend and
buyers cannot close above resistance, the bearish trend has a good chance of
continuing. So, you make an educated guess that sellers will continue and you short,
why is this profitable?

Scalp Trade Examples

Okay, time for some example trades. These trades are all recent and they were either
taken by me or members of the Mastermind forum.

| am going to try and shoot some live trade videos for this strategy soon. When | do |
will post them here.

Forex4noobs.com | Forex Price Action Scalping Strategy
21



AUD/USD Short Trade
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This was a very simple setup which formed on strong area of resistance. You can see
clear bounces from the 0.7485 area over the course of ten hours. These bounces
showed me obvious resistance in the area. Price eventually broker above the
resistance area and resistance became support. There was actually a failed trade here
which I will discuss later.

The short trade was taken after price broke below the 0.7485 support area. After the
break, buyers pushed back up to the 0.7485 and tried to close above it. The fact that
buyers could not close above the 0.7485 indicated that sellers were in control of price
and that the bearish trend would continue.

A short trade was entered at 0.7485 at 07:25 am UK time. The stop was 7 pips and the
target was 21 pips. As you can see, the target was easily met. The trade target was
extended by 4 pips to 25 pips as there was great momentum. The overall risk to
reward for this trade was 3.57, which is above the minimum of 3.
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AUD/USD Long Trade

This trade triggered a few hours before the trade above. The setup was good but the
trade never took off. The support and resistance area was placed at 0.7485 based on
the first two bounces shown in the image for the previous trade. When buyers broke
above resistance price quickly dipped back down to test the area.

Sellers could not close below the area so a long was entered at 0.7488 at 05:50 am.
The trade's target was 21 pips and the stop was 7 pips. This trade remained open for
over an hour but in the end price dropped and hit the stop.
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Could I have done something differently to save myself from taking a 7 pip loss on this
trade? Maybe | could have, but it does not matter.

The key to trading this strategy is to just take the trade and let it play out. DO NOT
close trades early and DO NOT widen your stops. If the trade fails, it does not matter.
All that matter is that you maintain a minimum of 1:3 risk to reward ratio.
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If you take one hundred trades with this strategy and fail 60% of them you will still be
profitable, have a look:

60 trades x -7 pips lost = -420 pips
40 trades x 21 pips won = 840 pips
840-420 = 420 pips up

This is why it is vital to maintain a risk to reward ratio of 1:3, and this is why losses like
the one above do not matter.

Trading Forex is not about being right, it's about being profitable.
Let's look at another recent example.

USD/CAD Short Trade

This recent trade example really illustrates why this strategy can be psychologically
tough. It also shows you why you must stick to the 1:3 ratio, no matter what.
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As you can see, the trade was open for only 10 minutes before price retraced to the
entry. How do you handle this situation? Do you panic and exit? Do you calmly decide
the trade is no longer good and exit?

NO!

You hold the trade. You need to trust your price action analysis and stick to the 1:3
ratio. Trades like this are quite common, trades will not always hit your target within
20 minutes. You need to be prepared to wait it out sometimes.
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