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How To Trade The Forex Market For 40+ Pips Per 

Day Using Advanced Stop Loss Strategies That 

Optimizes Risk-To-Reward For Greater Profits. 

 

This short report will teach you a simple method for using stop loss orders that 

will increase your chances of earning profits on each trade, with lesser exposure 

to risk and more consistent returns.   

 

The trading technique described in this report is considered an advance stop loss 

strategy by most experienced or active traders. This very same strategy, is also 

responsible for generating an average of $612 per day for a single mom who 

utilizes this strategy to minimize risk while maximizing returns or profits. 

 

However, the goal of this report is to simplify these advance strategies and break 

them down to “easy-to-understand” steps that any trader can apply, regardless of 

their level of trading expertise. 

 

Sadly, I’ve heard stories about trading instructors who purposely over-complicate 

concepts that were meant to be very simple, so they can keep you from being 

successful as they are. They intentionally withhold information so you can always 

rely upon them, and continue to fatten their wallets with more cash.  
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But, here at ForexAnatomy.com, we are not like that.  

 

Our team of traders have a sincere desire to educate novice traders and make 

complex strategies easy to understand. 

 

This is a major part of our training philosophy! 

We MUST remember the K.I.S.S. principle when trading:  

 

“Keep It Stupid Simple” or “Keep It Simple, Stupid!” 

 

I firmly believe that if traders kept their trading plans very easy & simple, this will 

eliminate a lot of unnecessary trading errors or mistakes that lead to heavy losses 

in their trading. 

It’s easier to manage something simple, than something complex and difficult. 

 

Click Here For A Simple, Reliable Trading Plan That Will Help You Scalp EUR/USD 

Unlike Any Trading Plan Out There. 

 

 

http://clixtrac.com/goto/?210295
http://clixtrac.com/goto/?210295
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I hope you understand what I mean when I speak of the rewards of “simplicity”. 

 

If you talk to most billionaires, and ask them how they made their billions, many 

of them will tell you that they ONLY focused on a few things and just kept 

everything stupid simple. This same logic and philosophy applies to Forex trading 

as well. 

 

So, in this report I intend to keep things “stupid simple”, with the hope that you 

can apply this strategy as soon as you finish reading this document. 

  

Now, the purpose of this FREE report is to inform you about an Advance Stop Loss 

Strategy that will enable you to minimize risk and maximize profits. 

 

If you desire to be a productive trader, it is important that you not only adhere to 

a strategy for entering trades properly, but you MUST also have a strategy for 

utilizing and adjusting stop loss orders within your trading plan. 

 

Stop loss orders are a very essential part of trade management because they’re 

useful in managing risk, despite the changes in market dynamics. The manner at 

which you use them will determine whether you are profitable by the end of the 

month or at a huge deficit or loss at the end of the month. 

 

One of the major keys to effectively utilizing stop loss orders to your advantage is 

in understanding changes in risk-to-reward, brought about by changes in market 

volatility and price action. 
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So, what do I mean by this?  Well….let me briefly explain it to you! 

 

Throughout any trading day, week, month, or year, market volatility changes. This 

is an inevitable FACT! 

 

These sudden & random changes in volatility can result in many random & 

different patterns of price behavior that have to be accounted for when a trade 

has already been executed. When this happens, there is always an altering of risk-

to-reward, so, consequently, this measurement changes as volatility changes. 

 

In the middle of a trade, you may have to adjust the position of your stop loss 

order, due to changes in volatility, which will also impact your risk-to-reward 

ratio. 

 

For instance, when a trader executes a trade based on proper price analysis, the 

longer that position remains open, the more likely the trader will have to manage 

risk, and make sure the risk-to-reward ratio is not too far out of balance.  The risk 

to reward ratio represents the amount of money you are willing to risk losing 

versus the potential reward (or profit) on a trade. You always want a ratio that 

provides more gainful rewards rather than potential losses (risk). 

 

An ideal risk-to-reward ratio for a trade would be any position that gives either a 

1:3, 1:2, or 1:1 quotient. 

Here are a few examples of risk to reward ratio: 

 If the risk is $200 and the reward is $400, then the risk-reward ratio is 1:2 
(calculated by 200:400) GOOD! 
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 If the risk is $500 and the reward it $1,500, then the risk-reward ratio is 1:3 
(500:1500) GOOD! 

 If the risk is $1,500 and the reward is $500, then the risk-reward ratio is 3:1 
(or 1500:500) POOR! 

   

 While this may seem like a simple concept to apply during the pre-trade 

preparation, many traders neglect taking the step to manage their trades as price 

dynamics progress and they often end up with a history of large losses. 

 

Setting a Stop Loss: Support and Resistance 

Understanding how support and resistance works is one of the fundamental rules 

to effectively implementing stop loss orders in your trading plan. S/R levels are 

not only necessary for identifying trade targets, but can also serve to inform 

traders about where to initially set their stop loss line.  

 

Let’s take a look at the “EUR/JPY” example below: 
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In this EUR/JPY 1 Hour Chart, you will notice that the currency pair found support 

at the 136.00 zone on October 13th. This same zone, around 136.00, also served 

as resistance a few days later, and on two separate occasions. Support and 

resistance zones are usually identified when an instrument is unable to break 

through a particular price on 2 or 3 separate occasions.  As soon as support or 

resistance is identified, it is strongly encouraged that a trader places his 

protective stop loss order on either side of the zone, depending on the current 

trend and direction of price in the market. In this example, the EUR/JPY is bearish 

and moving to the downside. So, any trader who plans to go “short” or sell 

EUR/JPY, must place his stop loss line a few pips above resistance at 136.00.  
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In the “EUR/JPY” example above, you can also see the 100 Hour Moving Average 

serving as dynamic resistance for the pair.  As you may note, the 100 Hour MA is 

within close proximity to the 136.00 resistance zone, and the moving average line 

is also “sloping” downward, which is an indication of a market bias to the 

downside. The 100 HMA was also responsible for limiting any demand or upside 

conviction in the pair, so indicators, like the 100 Hour MA would also serve as a 

good signal for stop loss placement.  

 

In the picture above, you can see that on two separate occasion’s price closed 

below the 100 HMA. This provides stronger evidence that EUR/JPY may continue 

to slide lower or remain bearish. So, in regards to the placement of a stop loss 

order for a EUR/JPY “short” position, it should be above both the 100 Hour MA 

and 136.00 price zone. 
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In cases when your chart shows price moving in an upward trend or showing 

bullish conviction, then before you execute a “long” position or buy the currency 

pair, you MUST identify a recognized and proven support level to place your stop 

loss order underneath it.   

 

The key to setting any initial stop loss order prior to a trade is to always find 

opportunities to place buy orders near areas of support, and sell orders near 

areas of resistance. Whenever you do this, it will minimize both trade risks and 

losses, as well as enhance or maximize profit potential, since you are placing your 

trades near areas where demand exceeds supply in the case of buy orders, or 

where supply exceeds demand in cases with sell orders. 

 

However, there are times when market dynamics change and we cannot solely 

depend on conventional support and resistance for our stop loss placement.  

When market fundamentals or news headlines start to drive asset prices, the 

instrument may not honor the technical levels like it did before. The market may 

become more liquid and we may see an increase in momentum that causes price 

to move outside of its average trading range. In these type of scenarios, you must 

alter your pre-trade stop loss setup, by taking into account changes in volatility 

and momentum. One of the ways we do that, is by looking at the Average True 

Range (ATR) indicator. 

 

Pre-Trade Stop Loss Strategy – Average True Range (ATR) 

The Average True Range (ATR) is a technical indicator that helps traders gauge 

market volatility.  Since it is a volatility indicator, and measures the range 

between a series of “highs” and “lows” for a specific number of time periods, it 

can provide insight into average pip movement within a particular time frame. 

This information is important for stop loss placement, and setting a good risk-to-
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reward ratio.  Learning how to read ATR and applying it to your forex trading plan, 

will allow you to use real-time market volatility to set the placement of your stop 

loss order.  

 

The ATR indicator does not provide directional clues or the market trend, but it 

only measures market volatility. 

 

So, let’s look at the ATR indicator in the “GBP/CAD” example below: 

 

 

 

In the 30 minute GBP/CAD chart above, you can see that the ATR (Average True 

Range) indicator is notified us that the instrument moves an average of 29 

pips/period, when considering the price ranges for the past 14 time periods. 

 

The image below gives us a closer view of the ATR reading. 
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So, in simpler words, the GBP/CAD 30 minute chart has a current market volatility 

of 29 pips. 

 

We can now actively use this measurement to manage the position of a stop loss 

order, in accordance to real-time market volatility.   In other words, we now know 

that when we enter any trade around a known support or resistance level on 

either the 15 minute or 30 minute chart, we should always position a stop loss 

order at least 29 pips above or below your entry point.  

  

This ATR value may change throughout the course of a trade, as volatility changes, 

so trade management is needed. If the ATR gives a lesser reading, then you can 

adjust your stop loss order to a tighter placement.  

 

If you plan to set your stop loss order using ATR, then it is preferred that you use 

125% or 150% of the ATR reading. For instance, in the GBP/CAD example above, 

the ATR reading was 29 pips. 125% of 29 pips would be a 36 pip stop loss. The 

reason for doing this is to allow “wiggle-room” for price to move outside of the 
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ATR reading, since the ATR only gives an “average” pip range for the previous 

number of periods.  At the moment of trade entry, price may reverse direction 

and hit your stop loss line before it continues the trend extension. So, positioning 

your stop loss a few pips above or below the ATR reading, will keep your trade 

from being stopped out prematurely.  

 

 Advanced Stop Loss Strategy #1 – Introduction 

 

The aim of this report is to introduce you to one of the advanced stop loss 

strategies that we teach at ForexAnatomy.com. The strategy that we’re about to 

share with you will not only minimize risk during trading activity, but it will also 

preserve & protect the profits you have already gained. 

 

One technique that many forex traders use to lock in previous gains is a manually 

trailing stop. Now, after you have identified where to enter a trade around a level 

of support and resistance, the next step is to figure out where to place the 

original stop loss order. Initially, the stop loss line should be underneath major 

support in an upward price move for buy orders, and above major resistance, 

during a downward price move for sell orders.   

 

When setting your initial stop loss, it is also encouraged that you place the stop 

loss outside of the pip range given on the ATR reading.  For instance, if the ATR 

reading is 14, and the intra-day trend is negative/bearish, then you want to make 

sure that the stop loss order is not only above resistance, but it must also be 14+ 

pips above the entry price or sell order.  
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In your trading plan, you should have money management procedures in place 

that will allow you to calculate position size, lot size, and margin, on a trade-by-

trade basis, so you’re not risking more than 2% - 5% of your account balance. You 

need to do this before entering the position. As soon as this is established, and 

your initial stop loss order is set, then you move on to the trade management 

aspect of the strategy. 

 

Now, the trade management portion requires a considerable amount of price 

analysis, interpretation, and data collection.  In order to manage a trade correctly, 

you must have a general understanding of price action, volatility, candlestick 

analysis, and other important market dynamics that may affect price while a trade 

is still active.  But, for the sake of this report, we will not cover every factor that is 

essential to proper trade management. We will only cover one aspect for now 

which is volatility, and this can be measured by the ATR indicator. 

 

AUD/CAD TRADE EXAMPLE #1: 
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The 3 Hour chart of AUD/CAD is an example of a trade that utilizes the ATR 

indicator in its stop loss strategy. In this free report, we will only provide a basic 

overview of this advance stop loss strategy, because discussing every detail of this 

procedure will be too extensive to expound upon within this report. However, 

after reading this report, you will still have a foundational understanding of this 

procedure so that you can apply it to your own trading plan. 

 

 

In the 3 Hour AUD/CAD chart above, you can see that a sell order was placed at 

0.9533 upon bearish confirmation. At that moment of time, the ATR(4) indicator 

gave a reading of 30 pips. So, according to the pre-trade setup, the stop loss order 

must be 30 pips above the entry price, and above any known resistance in the 

area for an asset that is trending downward. Since this is a 3 Hour chart, it is also 

recommended that you calculate 150% of the ATR reading to account for changes 

in price dynamics.  (30 pips X 150% = 45 pips) This means that the new stop loss 

line was set at 45 pips above entry, at 0.9578, not at the original 30 pips. 
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If you carefully scan the chart, you can identify a major zone of resistance at 

0.9580/82, which AUD/CAD tested on two separate occasions on October 27th, 

and earlier in the month on October 12th. This historic zone of resistance was one 

of the primary reasons for shorting AUD/CAD at 0.9533, so this level must also be 

considered when setting the initial stop loss.  During the pre-trade preparation, 

we set the stop loss order above the supply zone at 0.9580, and adjusted the 

position size, and lot size to limit our losses to no greater than 2% of our account 

balance. 

 

 

 

 

After the sell order was submitted, we managed the trade by observing all of the 

momentum indicators, candlestick formations, and volatility indicators for cues 

on price action. In the ATR(4) indicator below, you can see that throughout the 

course of the trade, the trading range either increased or decreased from the 

initial value of 30 pips.  This is important because throughout the trade, you will 
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have to manually tighten or widen your stop loss order, in accordance to real-time 

volatility.  

 

 

 

In this advance stop loss strategy, you will learn how to manually trail and lock-in 

profits based on the readings given in the ATR indicator.  The key to using this 

strategy is to break up the trade into smaller trades based on the stop loss 

calculation from the ATR (150% X ATR(4) = Stop). In the AUD/CAD example, this 

would mean that you would break the trade up into 45 pip increments, while still 

being mindful to trail the stop loss orders around approaching S/R levels in the 

instrument, to reduce the odds of being stopped out prematurely. It’s important 

to remember that EVERY trade must open & close near support & resistance to 

enhance a trade’s profit potential. So, setting your stop loss at these levels, +/-45 

pips, will comply with this basic trading rule.  

 

Once a buy or sell order is initiated, and the trade becomes profitable by 2.5% or 

reaches your stop loss value of 45 pips, you should move your stop loss line to the 

break-even price, which hinders the trade from becoming a losing position. It is at 

this point of trade management, when an entry or order can be identified as a 

successful position, even if price reverses to stop it out at the breakeven price. If 

this happens, you will neither gain nor lose money on the transaction. The only 

loss you have incurred is time…which you still have a lot of, and can take 

advantage of it when executing a solid trading plan on good chart analysis.  
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Now, if you have already opened the position, then by the time price reaches 

0.9488 (+45 pips) or a 2.5% gain in the account balance, the stop loss order should 

have already been moved below the sell entry price at 0.9533.  Although the 

trade has accumulated ~45 pips in profit, we still want to monitor the ATR to see 

if volatility has subsided or increased, and use this measurement to determine the 

price of the next stop order.  
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In the image above, you will notice that on three separate occasions, AUD/CAD 

encountered resistance at 0.9486/90 zone.  Since price action reveals that this is a 

known area of resistance, and it is also ~45 pips below the sell order entry price, 

this area will be a good place to manually trail your stop loss, when price falls 

another ~45 pips to 0.9433. As soon as AUD/CAD reached that price, we trailed 

the stop loss order above the resistance zone to lock in profits, and to minimize 

the chance of it being triggered.   

 

For the remainder of the trade, you continue to observe changes in the ATR 

indicator and you adjust the stop loss order to trail profits accordingly.  In the 

AUD/CAD example above, the ATR reading increased from 30 pips to 36 pips 

when price was at 0.9433, which meant that our new stop loss limit increased 

from 45 pips to 54 pips.  So, during the trade management process, you have to 

identify areas of support and resistance that respect the 54 pip range, but with a 

give and take of a few pips above or below this range to make it work. If you are 

unable to find a support or resistance level at this range, then we recommend 

that you find the closest swing high or swing low to set your stop above. As long 
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as your stop is positioned above resistance on sell orders, and below support on 

buy orders, then you still minimize risk.  

 

In the AUD/CAD example, we continued to trail our stop loss at a range of 54 pips, 

until the trade was stopped out. When price reached 0.9379, the stop loss was 

trailed 54 pips above that price, which allowed it to settle at 0.9433.  This area 

was also known as a historic zone of support and resistance, so the 54 pips stop 

loss calculation worked perfectly in this maneuver.  The same was done when 

price continued to tumble past 0.9325. The stop loss line was manually moved to 

resistance at 0.9379, where the AUD/CAD trade eventually got stopped out after 

a corrective rally in the pair.  The trade was closed at 0.9379 for 154 pips of profit. 

 

Conclusion: 

Stop loss orders are an essential part of any trading model, and the proper use of 

them can determine whether you will become a profitable trader or not. When 

they are utilized properly, they will not only enhance a system’s win-loss ratio, but 

they will also optimize one’s earning potential per trade.  The sole purpose of this 

report was to provide a general introduction to an advance stop loss strategy that 

anyone can apply to any trading method using the ATR indicator.  Although this 

procedure appeared to be a basic stop loss trailing strategy, there are a bunch of 

trade management procedures and tips that were intentionally left out of this 

report in order to keep it short and condensed. In actuality, the AUD/CAD 

example trade above could have been managed in a manner that squeezed out 

more profits from the position, as well as minimize risk, if we applied all of the 

procedures in this advance stop loss strategy. At ForexAnatomy.com, we also 

teach 3 additional methods of advance stop loss strategies that we reserve for our 

serious students only.  



19 ©2015 ForexAnatomy.com ALL RIGHTS RESERVERED. 
 

Our goal, at ForexAnatomy.com, is to provide a healthy learning environment for 

all currency traders who desire a solid education on proper forex trading 

dynamics, price action analysis, and stop loss tactics to increase their trading 

profit potential.  If you prefer more extensive training on this subject, then we 

encourage you to join our Live Coaching Program, where we will meet with you 

three times a week for real-time, instructional trading sessions, and daily 

technical analysis sessions.  Within our group coaching program, you will learn 

how to:  

 Apply our unique & exclusive trading system that can be applied to any 

currency pair, under any market conditions, with an 89.1% accuracy ratio. 

 Learn a method of price action analysis and chart analysis that will enhance 

the timing, as well as the entry price for all of your market orders without 

any fear of trend reversal and pre-mature stop orders. 

 Reduce your trading losses using risk management parameters. 

 Properly apply fundamental factors to your pre-trade analysis. 

 Inter-Market Analysis that will assist you in interpreting the effects that 

commodities, bond yields, and equities have on various currency pairs. 

 Measuring and leveraging shifts in market volatility for your trading 

advantage. 

 And much more. 

To learn more details about the ForexAnatomy.com Coaching Program, and how 

to join, then stay tuned for an announcement we will make shortly! 

I’m Ready To Take My Forex Trading Education To The 

NEXT LEVEL! 

 

 

 


