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Welcome to this introduction to MTPredictor v6.5, where I would like to take a look at the 
automatic routines and advanced manual tools that are available for you in the software.  
 
However, before we start looking at what MTPredictorϰ can do for you, I would like to give a quick 
introduction and discuss what successful trading involves and, more importantly, does not 
involveΧ 
 
Introduction 
 
The concept behind successful trading is relatively simple: it is about making money. As we all 
know, trading involves making both profits and losses. So, put bluntly, all you have to do to make 
money (over time) is to put more money into your trading account (from profits) than you take out 
(from losses). Sounds simple, ŘƻŜǎƴΩǘ it...? 
 
One of the most common approaches to this is using technical analysis, which tries to predict or 
forecast where a market will be at some point in the future. The idea is that if you know where a 
market is headed, then you can profit from that movement, However, and it is a big however, what 
most analysts do not fully appreciate is that the future is uncertain and, again put bluntly, trying to 
άŦƻǊŜŎŀǎǘέ ǘƘŜ ŦǳǘǳǊŜ ƛǎ ƴƻǘ ŀǎ ǊŜƭƛŀōƭŜ as most software vendors or gurus would have you believe.  
 
Also, because the future has not happened yet, how it unfolds is out of your control. This is why 
trading is often called speculation because it involves speculating on an uncertain future outcome. 
GamblingΣ ƛƴ ƻǘƘŜǊ ǿƻǊŘǎΧ 
 
So why do I put such a negative slant on all this? Well over 95% of amateur traders fail in this 
business and the main reason is that they go after the wrong thing ς mostly the unachievable 
desire to predict the future - and work with something that is out of their control. So is there a 
better way? 
 
Yes, and this is the approach most successful professional traders take.  
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Most successful traders realise that it is useless pursuing something that is out of their control, so 
they focus on what they can control - the initial risk on their trades. Correctly done, this keeps their 
losses (which do happen) small and under control. If you remember from earlier, I said that to be 
successful you must take out of your account (by the way of losses) less than you put in (by the 
way of profits). Well, keeping the initial risk small achieves this first part ς in other words, keeping 
your losses small. 
 
Professional traders also employ trade management strategies that maximise their profits on their 
good trades. This is the second part of the equation ς large profits. They do this by letting their 
successful trades run. But what most amateurs do not realise is that to do this they do not need to 
forecast the future or predict anything ς professionals simply employ good trade management 
strategies that let markets unfold naturally and make the most of what the market gives them. 
 
This is a very important lesson. When you ask a professional trader where they think the market 
will Ǝƻ ǘƘŜȅ ǎŀȅ άL ƘŀǾŜ ƴƻ ƛŘŜŀέΦ !ll the professional trader is interested in is what he or she can 
control and that is their initial risk on the trade and then their trade management strategy. They 
have no desire to waste their time on something that they cannot control ς the future. 
 
Compare this with the losing amateur, who is always desperately seeking what will happen 
tomorrow or next week. I wish I had a dollar for each amateur trader who thought they knew 
where a market would go, so felt that they had no need for stops or trade management to protect 
profits. ¢Ƙƛǎ ƛǎ ǿƘȅ Ƴƻǎǘ ŀƳŀǘŜǳǊǎ ƭƻǎŜΧǘƘŜȅ think they can control the future and, as such, do not 
ŎƻƴǘǊƻƭ ǘƘŜƛǊ ƭƻǎǎŜǎ ŀƴŘ ƳŀȄƛƳƛǎŜ ǘƘŜƛǊ ǇǊƻŦƛǘǎΧ 
 
I always know when I am dealing with an amateur trader because one of the first questions asked 
ƛǎ άǿƘŜǊŜ ǿƛƭƭ ·¸½ ǎǘƻŎƪ ōŜ ƴŜȄǘ ǿŜŜƪΚέ ƻǊ ǎƻƳŜǘƘƛƴƎ ƭƛƪŜ ǘƘŀǘΧ 
 
It is important to re-emphasize this point in order to understand completeƭȅ άyou do not need to 
predict or forecast the future to make moneyέΦ aƻǎǘ professional traders do not care what will 
happen tomorrow or next week, all they need to know is when their initial protective stop is, (to 
control and keep small their inevitable losses), and what trade management strategy they are 
using to maximise their profits. The rest unfolds automatically. 
 
Most amateurs never fully appreciate this and, therefore, never make the transition to successful 
professional trader. 
 
Okay, assuming you now understand what needs to be achieved to become successful, ƭŜǘΩǎ ƭƻƻƪ at 
how MTPredictor can help you achieve that goal. 
 
Basically each trader must be able to answer 4 key questions: 
 

 How to find a trade 

 How to assess the Risk/Reward 

 How to determine the Position Size 

 How to manage the trade 
  
MTPredictor has been designed by traders for traders to help you answer these questions. First, 
this comes by way of the standard and automatic trade set-ups that are included in the software 
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MTPredictor finds 5 main automatic trade set-ups: the TS1, TS2, TS3, TS4 and DP.  
 
Standard automatic trade set-ups 
 

 TS3, general ABC correction 

 TS1, abc as part of Elliott Wave 2 correction 

 TS2, abc as part of Elliott Wave 4 correction 

 TS4, larger-degree ABC correction (uses fewer earlier swings) 

 DP (Decision Pointϰ), end of trend 
 
MTPredictor does not stop there; we also have an array of tools for users to apply more advanced 
analysis 
 
Advanced analysis 
 

 Elliott wave module (using the unique Isolation Approachϰ) 

 Manual DP and Wave Price Targets (WPTs) 
 
 
The reason we have two categories is that the advanced tools require a little more experience to 
use well, so we suggest that only the more experienced MTPredictor users incorporate these into 
their trading plans. The standard set-ups are easier to use and are what we suggest all new 
MTPredictor users start with. 
 
There is a lot more that very experienced users can do with the software, above and beyond these 
automatic set-ups ς this is taught in the Daily Blog and are also covered in Part 2 of the Trading 
Course. 
 
 
Which markets and timeframes can you trade ? 
 
The answer is basically everything, as long it is a liquid market that is actively traded and has clear, 
simple swings. The market or timeframe must not be too choppy. We have customers who trade 
on daily and weekly charts as well as 3min, 5min, 15min and sometimes even very short-term 1min 
charts (although this is reserved for only the most experienced trader) The choice of timeframe 
depends on your market of choice and your experience as a trader. For example, anyone new to 
day-trading is not advised to go shorter than a 5min chart on, say, index futures. But if you are 
more experienced and good at what you do, then some good profits can be made on 3 min charts. 
 
The only exception to this is Forex. Because Forex charts are so choppy on the shorter timeframes, 
we suggest that the minimum timeframe is 60min. In fact, the best swings unfold on 60min (1hr) 
and 240min (4hr) as well as the daily timeframe. Only very rarely (and as long as you are 
experienced) are the Forex markets in a position when a 15min trade could even be considered. 
 
Stocks can be in a similar position. Only consider the very short timeframes on the few most liquid 
stocks in the major markets - the rest should be traded on slightly longer timeframes. 
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Please study your local markets and look at different timeframes, then use common sense. If the 
chart ŀƴŘ ǘƛƳŜŦǊŀƳŜ ƘŀǾŜ ǎƛƳǇƭŜΣ ŎƭŜŀƴ ǎǿƛƴƎǎΧthen trade it. If it is very choppy with lots of 
ǿƘƛǇǎŀǿǎΧǘƘŜƴ ŀǾƻƛŘ ƛǘΦ ¢Ƙƛǎ ƛǎ ǇǳǊŜ common sense. 
 
Again, we have customers trading on virtually every market in the world, from futures through 
stocks to Forex, from India through the Middle East, Australia, and Europe to the USA. It does not 
matter, as long as your chosen market (and timeframe) is liquid, has good volume and makes clear, 
clean swings, and then it Ŏŀƴ ōŜ ǘǊŀŘŜŘ ǿƛǘƘ a¢tǊŜŘƛŎǘƻǊ Χ 
 
 
Contents 
 
Section 1 - Automatic trade set-ups 

 TS3 Standard 

 TS3 Advanced 

 TS1 Standard  

 TS2 Standard 

 TS4 Standard 

 DP Standard 
 
Section 2 - Advanced trade set-ups (including my personal favourites) 

 Advanced TS3/TS4 

 Elliott 5-waves 

 DP / ABC combination 

 Multiple timeframe analysis 

 Manual DP 

 Manual DP with oscillator divergence 

 Manual DP with high volume spikes (VSA) 
 
Section 3 - Other Topics 

 Trade management  

 Strong Trend Filter, STF (larger-degree trend and divergence) 

 Larger degree Trend using DPΩs and WPTΩs on the higher time frame  

 History Signals 

 Position Sizing 

 Do you have to be right to make money (% of winners) ? 

 Summary 

 Last word from the developerΧ 
 
 
Okay, on ǘƻ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭ ǎŜŎǘƛƻƴǎ ƴƻǿ Χ 
 
 
 
Continued on the next pŀƎŜ Χ  
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Section 1 ς Automatic trade Set-ups  
 
TS3 automatic trade set-up - Standard 
 
The TS3 automatic trade set-up is based on an ABC (3-swing) correction to the prior impulsive 
move. It does not matter whether the correction is down or up, for example against a prior 
upswing or a prior downswing - the approach is exactly the same. 
 
[ŜǘΩǎ take a look at an example: 
 

 
 
In this example, the market was moving down, then made a 3-swing (ABC) rally to reverse right at 
one of the coloured WPT (Wave Price Target) resistance zones (upper coloured rectangles on the 
chart above), where a red (sell) reversal bar unfolded. This suggested that the ABC correction was 
over and signalled a new short trade. Once complete, the prior trend normally resumes, which 
meant a continued move to new lows in this example. 
 
As you can see, this would have allowed you to enter a new short trade just as the correction was 
ending, to take full advantage as the decline continued. Specifically, the initial risk on the trade 
(how much you would lose if the trade went wrong) was small in relation to the profit on the 
trade. This is a very important point and one I ǿƛƭƭ Ǝƻ ƛƴǘƻ ƳƻǊŜ ŘŜǘŀƛƭ ƭŀǘŜǊΧ 
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The important points to check before trade entry: 
 

 The reversal is at one of our price support/resistance areas (we call these WPTs, Wave 
Price Targets). 

 There is a good Risk/Reward at the first profit target (the software will calculate this 
automatically for you). Ideally, we need a minimum of 2:1. 

 The trade is in the direction of the larger-degree trend (given by the colour of the STF 
oscillator - red for a downtrend, blue for an uptrend, black for flat. Advanced Traders can 
use DP and/or WPT levels on the higher time frame chart). 

 

 
 
This trade set-up met all three of these initial requirements, 
 
The new short trade (in this example) is entered as the as the low of the red (sell) reversal bar is 
exceeded. The initial protective stop is then placed 1 tick above the recent high, these levels are 
displayed on the chart for you. 
 
Even at the first profit target the profit was approximately 3x greater than the initial risk required 
to take the trade (excluding slippage and commission). In fact this trade went further taking a 
profit of nearer +6R at the Typical Wave 3 WPT (see next page) Having profits much larger than the 
losses is vital and the real secret of professional trading - more on this later in the Position Sizing 
section.  
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The software also calculates how many lots (the Position Size) you should consider trading. This is 
based on the % risk on your current account size. For futures, we suggest 1-2%, for stocks 0.1-
0.5%, for Forex 1-2%. 
 

 
 
In this example, using an initial risk of 2% on a sample US $20,000 portfolio would mean trading 4 
contracts on this YM (mini Dow) short trade.  
 
Again, the software calculates this for you. 
 
 
Summary - TS3 automatic trade set-up ς Standard 
 
The important points to check before trade entry for the TS3 trade set-up are: 
 

 The reversal is at one of our WPT support/resistance areas 

 There is a good Risk/Reward at the first profit target, ideally a minimum of 2:1 

 The trade is in the direction of the larger-degree trend, given by the STF colour.(red or 
black for a sell, blue or black for a buy. Advanced Traders can use DP and/or WPT levels on 
the higher time frame chart). 
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TS3 automatic trade set-up - Advanced 
 
So far so good, as you can see the TS3 trade set-up does a very good job of enabling you to enter a 
new trade with a small controlled risk to take advantage as the main trend continues. But what if 
the TS3 set-up arrives early in a newly-established trend? 
 
[ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ ŀƴ ŜȄŀƳǇƭŜΥ 
 

 
 
As you can see, this would have been a very profitable trade. However, the initial buy set-up would 
have been ignored, using the standard guidelines, because it was against a red (larger-degree 
downtrend) STF. If you remember, in the prior section we used the colour of the STF to filter trades 
that are only with the larger-degree trend. Most of the time this works well, however there is one 
ŜȄŎŜǇǘƛƻƴΧ 
 
This is where the TS3 (ABC) correction unfolds as part of the initial correction to the initial move off 
an important high or low. In Elliott Wave terms, this is the Wave (2) correction off a Wave (1) 
swing. Because a Wave (3) - the strongest and longest of all the Elliott wave swings - follows on 
ŦǊƻƳ ŀ ²ŀǾŜ όнύ ŎƻǊǊŜŎǘƛƻƴΣ ǘƘƛǎ Ŏŀƴ ǾŜǊȅ ƻŦǘŜƴ ōŜ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ǇǊƻŦƛǘŀōƭŜ ǘǊŀŘŜǎ ȅƻǳ Ŏŀƴ ƘŀǾŜΧ 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜ Χ 
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In more detail: 
 

 
 
Here you can see how the market made a major low, followed by an initial rally (Wave 1 swing), 
which was followed by an initial correction (Wave 2 correction), that sub-divided into a lesser-
degree ABC (3-swing) pattern. The market then took off from the Wave (2) low to make a very 
strong Wave (3) type rally. 
 
So how can you capture trades like this, when the initial set-up is very often against our STF filter? 
 
This is why this is an advanced set-up, for advanced and experienced traders only; because it 
requires that you can define the prior Major swing low/high, (rather than just using the STF 
colour). This normally achieved by looking at the larger-degree charts using the DP and/or WPT 
level, and/or looking at other correlated markets. 
 
 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜ Χ 
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Because you are anticipating a strong (Wave 3 type) rally off the Wave 2 low (TS3 buy set-up in this 
example), the initial WPT profit targets are very often exceeded, as such the Typical Wave 3 WPT is 
usually used as the main initial target. Also, because a strong move very often unfolds, this is a 
good candidate for our trailing ATRStop to help run the trade further and maximise your profits: 
 

 
 
 
This type of advanced trade is for the more experienced users but it does show what you can 
progress towards as you become more experienced. 
 
However, for new traders, I suggest you stick to the standard, automatic set-ups. 
 
 
 
 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜ Χ 
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TS1 automatic trade set-up - Standard 
 
The TS1 trade set-up is similar to the TS3 in that we are still looking for an ABC correction, but the 
difference is that the abc correction in the TS1 trade set-up is on a smaller degree. More 
importantly, this minor abc unfolds as part of the first correction against the first move off an 
important high or low. In essence, it catches a similar trade set-up to the advanced TS3 we just saw 
but with a smaller (lesser-degree) abc pattern. 
 
[ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ ŀƴ ŜȄŀƳǇƭŜΥ 
 

 
 
Okay, so how do you trade it? 
 
Well, the approach is exactly the same as with the standard TS3 trade set-ǳǇΧ However, there is 
one important exception. In a similar way to the Advanced TS3 trade (explained earlier), the TS1 
Ŏŀƴ ǾŜǊȅ ƻŦǘŜƴ ŀǇǇŜŀǊ άŀƎŀƛƴǎǘέ the STF colour, as with the Advanced TS3, this is because the trade 
appears early in the newly established trend.  
 
{ƻ άƛŘŜŀƭƭȅέ ȅƻǳ ǎƘƻǳƭŘ ƴƻǘ ǳǎŜ ǘƘŜ {¢C ŎƻƭƻǳǊ ǿƛǘƘ ŀ ¢{м ǎŜǘ-up. 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜΧ 
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Summary - TS1 automatic trade set-up ς Standard 
 
The important points to check before trade entry for the TS1 trade set-up are: 
 

 The reversal is at one of our price support/resistance areas (WPTs, Wave Price Targets). 

 There is a good Risk/Reward at the first profit target, (the software will calculate this 
automatically for you). Ideally, we need a minimum of 2:1 

 This trade is very often against the colour of the STF oscillator ς So ignore the STF colour 
for the TS1 trade setup. 

 
 

 
 
The short trade was entered as the low of the red (sell) bar was exceeded. The initial protective 
stop was then placed 1 tick above the recent high. These levels are automatically displayed on the 
chart for you, along with the number of lots, shares or contracts to trade, in a similar way to the 
TS3 automatic trade set-ǳǇΧ 
 
As you can see, this TS1 sell set-up met all of these initial criteria. 
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TS2 automatic trade set-up - Standard 
 
The TS2 trade set-up is similar to the TS1 in that we are still looking for a minor abc correction, but 
the difference is that the abc correction in the TS2 trade set-up unfolds later in the trend. For the 
Elliott Wave experts among you, this is in a Wave (4) type correction. 
 
[ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ ŀƴ ŜȄŀƳǇƭŜΥ 
 

 
 
I have added the Elliott Wave labels (1-4) on the chart manually for the Elliott Wave experts. For 
everyƻƴŜ ŜƭǎŜΣ ǘƘŜǊŜ ƛǎ ƴƻ ƴŜŜŘ ǘƻ ǿƻǊǊȅ ŀōƻǳǘ ǘƘƛǎΧall you need to know is, how do you trade it? 
 
The approach is the same as with the standard TS1 and TS3 trade set-ǳǇΧ 
 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜΧ 
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Summary - TS2 automatic trade set-up - Standard 
 
The important points to check before trade entry for the TS2 trade set-up are: 
 

 The reversal is at one of our WPT price support/resistance areas. 

 There is a good Risk/Reward at the first profit target, ideally a minimum of 2:1. 

 The trade is in the direction of the larger-degree trend, given by the STF colour. 
 
 

 
 
The short trade was entered as the low of the red (sell) bar was exceeded. The initial protective 
stop was then placed 1 tick above the recent high. These levels are automatically displayed on the 
chart for you, along with the number of lots, shares or contracts to trade, in a similar way to the 
TS3 and TS1 automatic trade set-upsΧ 
 
As you can see, this TS2 sell set-up met all of these initial criteria. In fact the market declined into 
the initial projected profit target where a profit of approximately 4x the initial risk (excluding 
slippage and commission) was available (see chart above). 
 
 
Okay, now on to the next set-ups, the TS4 and DP (Decision Point). 
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TS4 automatic trade set-up - Standard 
 
The TS4 trade set-up is again based on a 3-swing (ABC) correction. In fact, it is very similar to a TS3 
trade set-upas it uses the same degree of swing, however the difference is that the TS4 trade set-
up does not look back to see the prior swing, so it cannot judge whether it is corrective in relation 
to the prior swing. 
 
The inability to see whether it is a corrective swing automatically would seem, on the surface, to 
be a riskΧso why have I included it?  
 
A good question. Well, I found that the way markets unfold sometimes and the way the automatic 
swings on the charts are created, the standard TS3 set-up can miss some very good ABC patterns 
because of a minor wiggle in the prior trend. This confuses the standard TS3 logic, so I decided to 
construct the same ABC pattern as the TS3 but remove the look back so it can find trades where 
minor wiggles in the prior trend have occurred. 
 
[ŜǘΩǎ ǘŀƪŜ ŀ ƭƻƻƪ ŀǘ ŀƴ ŜȄŀƳǇƭŜ on the USDJPY daily chart: 
 

 
 
Here the minor wiggle would have invalidated this as an automatic TS3 trade set-up, when in 
reality the decline from the high has still unfolded in a 3-swing (ABC) pattern. This is the kind of 
set-up the automatic TS4 trade set-up is designed to find for you. 
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Okay, bearing this in mind, what additional checks must the trader do to make sure that this 3-
swing ABC is still a valid trade set-up? 
 
The main one is that you must make sure the ABC pattern is still corrective in relation to the prior 
main swing: 
 

 
 
For this, you must look at the Wave C pivot (TS4 set-ups) and check that it falls above (for a long 
trade) the prior main low. Reverse for a short trade. 
 
In this way the 3-swing (ABC) pattern is correcting the prior upswing because the whole correction 
ends above the start of the prior rally. This low is circled in the chart above. Can you see how the 
Wave C (TS4) set-up is above this main low?  
 
Now you can move on to the standard check of WPT support/resistance and coloured reversal bar. 
 
Because this is not as straightforward as the standard TS3, the TS4 should be considered a slightly 
move advanced trade. 
 
 
/ƻƴǘƛƴǳŜŘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜ Χ 
 
  


