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Position sizing, Tick sizes and Point values.

In this help file | would like to introduce the concept of “position sizing”. But, before we can
start on this topic, we need to know and understand the markets we are trading -
particularly the minimum point fluctuations (Tick Size) and Point Values. These are used to
calculate both the levels at which you enter trades and the initial risk on your trades and,
therefore, how many contracts (or lots) you can trade for each set-up.

As there are 3 main types of speculative contracts - Futures (and Commodities), Stocks
and Forex - | will cover these in separate sections.

Futures (and Commodities)

Although this may seem complicated at first sight, it is not. But if you do not fully
understand first time through, please re-read as understanding this is vital to your success
when trading Futures and Commaodities.

When we have a trade set-up, we place our order “1 tick” beyond the actual high or low of
the trade entry bar and the protective stop is then placed 1 tick beyond the last swing high
or low. So the first concept we need to understand is what is meant by “1 tick”.

A Tick is the “minimum price fluctuation” that each Futures (or Commaodity) contract can
move in. So when a price moves up (or down) by 1 tick, this is the value that it moves by.
Let's take a look at an example.

On the ES (E-mini S&P 500®) 1 tick is 0.25 of a full point. So the price moves like this:

1293.00
1293.25
1293.50
1293.75
1294.00

If you were going long 1 Tick above a bar’s high of 1293.25, you would place your order at
1293.50, i.e. the smallest minimum value by which the contact could move above the high
of 1293.25.

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
and educational purposes only and should not be considered trading recommendations. You should seek appropriate advice from your
broker, or licensed investment advisor, before taking any action. All trading decisions are your own sole responsibility, and MTPredictor
or S. E. Griffiths or A. P. Beckwith cannot be held responsible for any losses that are incurred as a result. Past performance is no
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This “Tick Size” or “minimum price fluctuation” is different for all Futures and Commodity
contacts. But | hope you can understand the concept here and why you need to know this
value for every market you trade.

Next, we need to understand the “Point Value” of each market. This is the Dollar ($) value
of a FULL point move in your contract. In the ES example above this is $50, so a move
from 1293.00 to 1294.00 would mean an increase or decrease in your trade by $50 for a
single lot.

This is vital because you need to know exactly how much money ($) you would either
make or lose as a market moves either with or against you. This is also crucial for position
sizing - you need to know how much this value is for 1 lot or 1 contact of your current trade
S0 you can calculate how many lots to trade for a given initial $ risk on the trade. | will
cover this in more detail later but, for now, here is a quick example.

Let’'s assume you wish to risk 2% of your $20,000 trading account per trade.
2% of $20,000 = $400.
So you can risk $400 on each new trade.

Let's assume you are trading the ES, you have a buy order to go long at 1293.50 and (if
filled) your protective stop would be at 1290.00. If you were trading 1 lot (or contract) your
initial risk on the trade would be

1293.50 — 1290 x $50 (the full point value) = $175.

BUT if you wish to risk $400, the question you must ask is — “How many lots can | trade on
this set-up?”. The answer is the $ risk divided by the $ risk per lot or...

$400/$175 (in this example) = 2.28 or 2 lots (rounded down).

In other words, to keep a constant ($ or %) risk on every trade you need to trade 2 lots on
this particular set-up. This number will be different for each new set-up, as it is governed by
the difference between the entry and stop loss prices.

This is absolutely vital because when you risk a constant amount per trade your profits and
losses will always be in direct relation to each other. This is vital to long-term trading
success and is one of the most misunderstood concepts in trading. Again, | will cover this
in more detail later but, for now, please understand that you must risk a constant value on
each trade, and to do this you must adjust the number of lots you take on each set-up. For
this, you must know the “Full Point” values for each market you are trading.

On the next few pages | have included current values for many of the common Futures and
Commodities. These are only here for guidance - please note, YOU (the trader) are finally
responsible for your own trades, so make sure these are correct before you place a trade.
We at MTPredictor cannot guarantee the accuracy of these values. They may also change
in the future, so it is your responsibility to ensure they are correct before placing a trade.

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
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Table of common values for Futures and Commodities:

CURRENCY FUTURES
Contract Sample Quote Units Tick Size Tick Value Contract Size ‘ Exch. Settle
Australian Dollar 0.6451 US$/AUS$S 0.0001 $10.00 100,000 A$ CME PD
British Pound 1.5892 US$/BP 0.0001 $6.25 62,500 BP CME PD
Canadian Dollar 0.7201 US$/CANS 0.0001 $10.00 100,000 C$ CME PD
Euro FX 1.1451 US$/Euro 0.0001 $12.50 125,000 euro CME PD
E-mini Euro FX 1.1451 US$/Euro 0.0001 6.25 62,500 euro CME PD
Japanese Yen 0.008611 US$/YEN 0.0001 $12.50 12,500,000 JY CME PD
Mexican Peso 0.085250 US$/PESO 0.0025 $12.50 500,000 MP CME PD
Swiss Franc 0.7611 US$/SWISS 0.0001 $12.50 125,000 SF CME PD

INDEX FUTURES
Contract Sample Quote Units Tick Size Tick Value Contract Size ‘ Exch. ‘ Settle
E-mini S&P 500 1000.10 Index pts 0.25 $12.50 $50 x SP FP CME CASH
E-mini 1289.50 Index pts 0.50 $10.00 $20 X NQ FP CME CASH
NASDAQ-100
Bl 417.10 Index pts 0.10 $10.00 $100 x ER2 FP CME CASH
Russell 2000
E-mini S&P MidCap 400 452.20 Index pts 0.10 $10.00 $100 x EMD FP CME CASH
E-mini Russell 1000 625.10 Index pts 0.10 $10.00 $100 x RS1 FP CME CASH
Goldman Sachs Commodity 238.05 Index pts 0.05 $12.50 $250 x GSCI FP CME CASH
NASDAQ-100 1289.50 Index pts 0.50 $50.00 $100 x ND FP CME CASH
Russell 2000 478.05 Index pts 0.05 $25.00 $500 x ER2 FP CME CASH
S&P 500 1000.10 Index pts 0.10 $25.00 $250 x SP FP CME CASH
S&P MidCap 400 501.05 Index pts 0.05 $25.00 $500 x MD FP CME CASH
Nikkei 225 10255.00 Index pts 5.00 $25.00 $5 x NK 225 Stk Av CME CASH
mini-sized Dow™ 8631.00 Index pts 1.00 $5.00 $5 x YM FP CBOT CASH
2\‘/’::;;:“ Tetrsiie] 9831.00 Index pts 1.00 $10.00 $10 x DJ FP cBoT CASH
gggtﬁsdex 241.05 Index pts 0.05 $25.00 $500 x CRB FP NYBOT CASH
US Dollar Index 95.81 Index pts 0.01 $10.00 $1000 x US $ Index NYBOT PD

Continued on the next page ...
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AGS and SOFTS
Contract Sample Quote Units Tick Size Tick Value Contract Size ‘ Exch. ‘ Settle ‘
Oats 155 1/4 cents/bu 1/4 cent/bu $12.50 5,000 bu CBOT PD
Rough Rice 5.850 cents/cwt $0.005/cwt. $10.00 2,000 cwt CBOT PD
Soybeans 618 3/4 cents/bu 1/4 cent/bu $12.50 5,000 bu CBOT PD
Soybean Oil 22.1401 cents/Ib $0.0001/1b $6.00 60,000 Ibs CBOT PD
Soybean Meal 191.10 cents/ton 10 cents/ton $10.00 100 Tons CBOT PD
Wheat 310 1/4 cents/bu 1/4 cent/bu $12.50 5,000 bu CBOT PD
Feeder Cattle 87.025 cents/Ib 0.025 $12.50 50,000 Ibs CME CASH
Frozen Pork Bellies 96.925 cents/Ib 0.025 $10.00 40,000 Ibs CME PD
Lean Hogs 63.825 cents/Ib 0.025 $10.00 40,000 Ibs CME CASH
Live Cattle 72.525 cents/Ib 0.025 $10.00 40,000 Ibs CME PD
Lumber 286.10 ﬁ'dl?tllooo 0.10 $11.00 110,000 bd ft CME PD
Milk 10.21 cents/cwt 0.01 $20.00 200,000 Ibs CME CASH
Cocoa 1420 $/ton 1 $10.00 10 metric tons NYBOT PD
Coffee 73.35 cents/Ib 5/100 cent/Ib $18.75 37,500 Ibs NYBOT PD
Cotton 58.35 cents/lb 1/100*** 5/100 ¢ $5.00 50,000 Ibs NYBOT PD
Orange Juice 90.85 cents/Ib 5/100 cent/Ib $7.50 15,000 Ibs NYBOT PD
Sugar #11 10.85 cents/Ib 1/100 cent/Ib $11.20 112,000 lbs NYBOT PD
Corn 214.0 cents/bu 1/4 cent/bu $12.50 5,000 bu CBOT PD

ENERGY FUTURES
Contract Sample Quote Units Tick Size Tick Value Contract Size ‘ Exch. ‘ Settle ‘
hatura) Gas 5.705 $/mmBtu $0.005 per mmBtu $25.00 5,000 mill Btu NYMEX  CASH
Light, Sweet Crude Oil e-miNY 30.925 $/barrel $0.025 per barrel $12.50 500 Barrels NYMEX CASH
Light, Sweet Crude Oil 30.61 $/barrel $0.01 per barrel $10.00 1,000 barrels* NYMEX PD
Heating Oil 0.8091 $/gallon $0.0001 per gallon $4.20 42,000 gallons NYMEX PD
Natural Gas 5.561 $/mmBtu $0.001 per mmBtu $10.00 10,000 mmBtu NYMEX PD
Propane Gas 0.5471 $/gallon $0.0001 per gallon $4.20 42,000 gallons NYMEX PD
Unleaded Gas 0.6211 $/gallon $0.0001 per gallon $4.20 42,000 gallons NYMEX PD

METAL FUTURES
Contract Sample Quote Units Tick Size Tick Value Contract Size ‘ Exch. ‘ Settle ‘
Copper 77.9 cents/pound $0.0005 per Ib $12.50 25,000 Ibs COMEX PD
Palladium 343.1 $/o0z $0.05 per 0z $5.00 100 troy oz NYMEX PD
Platinum 703.4 $/0z $0.10 per oz $5.00 50 troy oz NYMEX PD
Silver 5.162 $/0z .005 per oz $25.00 5,000 troy oz COMEX PD
Gold 361.7 $/o0z .10 per oz $10.00 100 troy oz COMEX PD
CBOT
m ini-sized Gold 402.1 $/0z .10 per oz $3.32 33.2 troy oz CBOT PD
CBOT
m ini-sized Silver 5.161 $/0z .001 per oz $1.00 1000 troy oz CBOT PD
CBOT 1000z Gold 402.1 $/oz .10 per oz $10.00 100 troy oz CBOT PD
ceoT 5.161 $/0z .001 per oz $5.00 5000 troy oz CBOT PD

50000z Silver
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INTEREST RATE FUTURES
Contract Sample Quote Units Tick Size Tick Value Contract Size Exch. Settle ‘
30-Day Fed Funds Rate 92.005 0.005 0.005 $20.835 $5,000,000 FV cBOT cs
Logical 100-16 1/32 point 1/32 point $31.25 $100,000 FV CBOT cs
Municipal Note p p . !
10-Year U.S. ) !
T-Note Futures 112-21+ 1/2 of 1/32 point 1/2 of 1/32 point $15.625 $100,000 FV CBOT PD
2Rt U3 107-192%%* 1/4 of 1/32 point 1/4 of 1/32 point $15.625 $200,000 FV CBOT PD
T-Note Futures . !
5 Year 100-21+ 1/2 of 1/32 point 1/2 of 1/32 point $15.625 $100,000 FV cBOT PD
T-Note Futures p P : !
& ekl UL, 105-16 1/32 point 1/32 point $31.25 $100,000 FV cBOT PD
T- Bonds
Eurodollar 98.005 0.005 0.005 $12.50 $1,000,000 FV CME cs
1 Month LIBOR 98.005 0.005 0.005 $12.50 $3,000,000 FV CME cs

As you can see, here you have the Tick Size and, in this particular table, something called

“Tick Value”. Some sources quote the actual $ value for a Full Point move and some

sources quote the Tick Size (minimum price fluctuation) with the associated $ value for
each tick, so you need to be able to work with both.

How do you calculate the Full Point value from the Tick Value and Tick Size? Easy, just
work out how many Ticks there are in a Full Point multiply that by the Tick Value.

So, on our ES example

Contract

E-mini S&P 500

We have a Tick Size of 0.25 and a Tick Value of $12.5.

So we have 1.0/ 0.25 = 4 ticks per Full Point multiplied by $12.5, which equals $50

Tick Size

0.25

Tick Value

$12.50

The Full Point value for the ES is $50. In other words a move from 1293.00 to 1294.00 (1
full point) equals $50.

Let’'s take a look at another (more complicated) example on Coffee, where we have a Tick

Size of 5/100 cents/Ib (0.05) and a Tick Value of $18.75.

Coffee

5/100 cent/Ib

So the Full Point value = (1 / 0.05) x $18.75 or $375

A Full Point move of 119.00 to 120.00 would equal $375

Easy isn'tit ©

$18.75

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
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OK, let’s see how this works in practice on a recent set-up on the ES H6 (E-mini S&P 500
Mar06)

Contract Tick Size Tick Value

E-mini S&P 500 0.25 $12.50

Here we have a Tick Size of 0.25 and a Full Point value of $50 ((1 / 0.25) x $12.5)
So these are the values you must use for the Position sizing calculations in MTPredictor

First we need to set our account size and initial risk per trade:

Initial Risk Calculator

Account Infarmation
ize 20000 3 Initial Risk
Save

Type
* Futures " Stocks/Forex
Dietails
Entry Price
Iritial Stop Price
Pairt ¥ alue

Calculate
Results

Cancel oK

For this example let's assume we have a $20,000 trading account and wish to risk 2% per
trade.

Now we need to tell MTPredictor the Tick Size and Full Point value for this market (ES)

User Preferences

Data Misc. Colowrs | Fib Ratios Trade Options

Symbaol Tick Walue  Paint Value($]
s | o0xm | =0 | Symhol———{FiekieiietPointbalialf] |
Es 0.25 50
Al -
KL* 0.0s 75
ERZ* 01 100

<--Hemove

Save | Close

For this we use the values calculated above as a Tick Value of 0.25 and a Full Point value
of $50.

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
and educational purposes only and should not be considered trading recommendations. You should seek appropriate advice from your
broker, or licensed investment advisor, before taking any action. All trading decisions are your own sole responsibility, and MTPredictor
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OK, now let’s apply the analysis to the current set-up:
Files Lle T rad Modue Date: 13/01/2006 13:30:00 O: 1291.00 H: 1291.00 L: 1290,50 C: 1290.75 © www.MTPredictor.com
Selection | | Trade | Results _11205

Sell 6 lots for a total initial risk of $375

Pleass confim the setup visualy on the
chatt itself. If Ok then

Sell 6 lots at 1290.25, and place infial stop -B
at 12915, Intial risk = $375 1294

Risk disclaimers apply. (2)
_Clear | Cancel |_ox | ” - --1293
\ s |
(4)
{{ --1292
(1) F Stop Trigger 1291.50

} A ~1291

Entry Price 1290.25

—-:1290
B 100% Initial Risk 1289.00
--1289
(3) I
: | | | | | | | : | | 1288
01/2006 09:48:00 13/071/2006 11:12:00 13/01/2006 12:36:00 13/01/2006 14.00:00 13/071/2006 15:24:00 16/01/2006 10:06:00
13/01/2006 10:30:00 13/01/2006 11:54:00 13/01/2006 13:18:00 13/071/2008 14:42:00 13/01/2006 16:08:00

As you can see, this has not only placed all the normal analysis on the chart for us but has
also placed the actual Entry Price and actual Stop Price values to use (this is where the 1
tick beyond values are used). This has also used our account value and initial risk value in
conjunction with the Full Point value to calculate for us how many lots we should trade for
this particular set-up.

Trade Module
Selection Trade Resultsz

Pleaze confirm the set-up visually on the
chart itzelf. If Ok then ...

Sell B lats at 1230.25, and place intial stop
at 12915, Initial nizk = $375

Rizk dizclaimers apply.

Clear | Cancel l:l

For an initial risk of 2% on a $20,000 account with these trade entry and stop values you
should be trading 6 lots for a total initial risk of $375, which is just less than $400 (2% of
$20,000).

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
and educational purposes only and should not be considered trading recommendations. You should seek appropriate advice from your
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In other words, for each new set-up the number of lots traded will change BUT the overall
initial $ risk will remain constant — this is what we mean by “Position Sizing”. Your position
is sized to keep a constant initial risk per trade.

In this way all your profits and losses will relate directly to each other. For instance, a profit
of 5x the initial risk on a contract like the ES will relate directly to a loss of 1 risk unit on
Coffee. So, over time your profits will be large and directly related to your losses on every
market you trade. Only then can you make money over time by adhering to the
fundamental principle of small losses and large profits. Without position sizing and keeping
these variables constant, no matter what market you trade, this is impossible...and is why
position sizing is the real Holy Grail of trading. There are very few traders who fully
understand the importance of this and why so few traders can make money consistently
over time.

Let's see how this relates to the current efs files in eSignal®:

=

Study Properties

Save As Defaulk | | Restore Default

Display
Overtide

Fl Title | |
[ cursor Label | |

L color | - H—H

Parameters
Parameter  |value |DeFauIt
/ AccountSize 20000 |0
PercentRisk |2 ]

TickSize 025 0
Pointyalue |50 ]

Display Left () Mo Display (3) Display Right
(O seale Left (OMNoScale (%) Scals Right QK ]

Apply all ] [ Apply This ] [ Cancel ]

As per normal, here are the values to place in the efs files on this ES chart. Please
remember that the Tick Size and Point Value will be different for each market you trade so
this efs file has to be set up correctly for each and every market.

Continued on the next page...
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Here is the chart:
(ES-HE - SEP 500 E-mini Futures'- Glohex,3) Dynamic,9:30-16:15 - - - - [o:42827s Wi 129525 [ f2s2s C:izovs0 NGWMGEEN ~*° " 0o 1129500
l 120450
l|~ 129400
} l Just as before, sell 6 lots with 29350
} } 3 a total initial risk of $375
.......... w lmll o oo
.......... A o e
a
ll 129200
[ ’ N } o StopTrigger 12005 20150
o N 29100
| i
51) l 129050
= | Short B Lots at 1290.25 (3risk=375)
....... _ [ l I e oo
_____________________ I
vz o | . ! 128900
= e || T e e e e e e e e e e PP PP PP PP PP PP PP PP PPPPPPPPPRLTTILTIITE
WET OFF
L 1128850
Gopyrighe @ 2005 cSigral =
............................... hs
1.3]

10:30 11:00 11:30 12:00 12:30 13:00 13:30

Just as before, you are advised to sell 6 lots and the total initial risk is calculated to be

$375.

With TradeStation® 8.1 things are a little easier. The reason for this is that TS8 already
“knows” the Tick Size and Point Value for each and every market, so all you need to enter

is your $ account size and % initial risk:

=

=
Format ShowMe: MTP_TradeSetups E|

General | Inputs | Alerts | Style || Color

Hame Value A

Capital

PercertRisk

Showlakels true

Showlines false

ShowDots false

DotSpacing 2

Initer. Text Spacing il

Maijot TextSpacing il

Coor Buy T —

Preview

akK H Cancel H Help
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Chart:

[EZHOE - 3 min  CME B=

= Analysis Commentary for Chart Analysis

EleL

ESHO6 3 min [CME] E-Mini S&P 500 Mar 2006- 1/13/2006 13:30

MTP_TradeSetups (ShowMe)

e Entry Calculations:
T32 trade entry: Sell § ESHOS at 1290.25 Stop
Protective stop: Buy at 1291 50 Stop, Total Risk: $375.00

1,251.00

10:03 1024 1045 11:08 1127 11048 3 3:.54 415 4.36 16:00 1HE 10:00  10:21

SEHL A

ESHOG 3 min [CME] E-Mini S&P 500 Mar 2006- 1/13/2006 13:30

MTP_TradeSeiups (Showhde):

Trade Entry Calculations:
T32 trade entry: Sell 6 ESHOS at 1290.25 Stop.
Protective stop: Buy at 128150 Stop, Total Risk: $375.00

As you can see, this is very easy to achieve - in fact, the software does all the hard work
for you ©

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
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OK, so why is this Position Sizing stuff so important?

Well, on the ES trade you saw how you would have risked $375, so what would have
happened if the trade had not moved as anticipated and you were stopped out for a loss ?

Well...you would have lost $375 excluding slippage and commission).

Let’'s now look at another trade on a different market, the E-mini Russell 2000® (ER2 in
TradeStation8):

B=707.20 A=707.30

[ER2HO6 -

=
SHP R

Fmin CME

ERZH06 3 min [CME] E-mini Russell 2000 Index Mar 2006- 1/13/2006 11:36

MTP_TradeSetups (ShowMe)

cerfe Entry Calculations:
T=1 trade entry: Sell 6 ERZHO6 at 711.70 Stop.
Protective stop: Buy at 712.30 Stop, Total Risk: $360.00

Profit targets and Risk/ Re“ ar (l C 'llrlll'mum
Idinirmim wave C pro isk/Reward 4.72
ical wawe C profit target is: 708.10, Profir $2157 21, Risk/Reward: 5.99
preal e profi et 6. 18, Profi 954439, RisfRerars

Mazimum wave 3 profit target is: 702.17, Profit: $57135.01, Risk/Reward: 15.88

354 1412 1430 1446 1506 1524 1542 1600 1M3 a:51 10:08 1027 1045 4103 102 1138 11E7 1215

Here you can see that we had the same $ (2% on $20,000 account) initial risk on the trade
of $360 (approximately the same as $375), but just look at the profit on the trade - roughly
$2,200 or nearly 6x larger than the initial risk and 6x larger than the initial risk on the ES
trade.

Just stop and think about this for a minute...

Each (and every) one of your trades can relate directly to each other, no matter what the
market...in other words, each one of your profits is a direction proportion of each of your
losses (and not just in pure $ terms). Only now can you truly have profits that are large and
directly related to your losses. This is the only way to make money over time, and why it is
so vital to understand and apply it to your trading...

Trade at your own risk. There is risk of loss when trading speculative markets. This training and education newsletter is for information
and educational purposes only and should not be considered trading recommendations. You should seek appropriate advice from your
broker, or licensed investment advisor, before taking any action. All trading decisions are your own sole responsibility, and MTPredictor
or S. E. Griffiths or A. P. Beckwith cannot be held responsible for any losses that are incurred as a result. Past performance is no
guarantee of future results. © MTPredictor - www.MTPredictor.com 2001 - 2006.
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Most traders stumble along blindly making profits and losses but have no idea what they
actually mean.

Let’s look at an example. Let's assume that you have just made a profit of $800 on your
last trade. Do you have any idea how “good” this profit is ? To you, $800 is just that - $800.
But what about if you had had to risk $1,000 to get that profit or...even worse...if your last
loss was $1,000..... Now you are in the situation where you have large losses and small
profits. | am sure | don’t have to explain to you that this is not a sustainable situation and
that this is the path to financial ruin.

OK, now let's assume you have read this help file and understand that you need to use

position sizing to keep your losses small and, more importantly, in direct relationship to

your profits. So let's assume that you still made your $800 profit but you only had to risk
$200 to achieve this...or, put another way, your last loss was only $200.

Can you see the immediate difference here to your long-term profits and losses? Only now
are your profits large in relation to your losses. | hope you can see that having large profits
and small losses is far more sensible and is the way forward to make money over time.

This is what position sizing is all about — a way to keep a constant risk per trade so when
your profits come through they are large but, critically, large in direct relationship to your
losses.

This is the real Holy Grail of trading and is misunderstood and misapplied by the vast
majority of traders...so please re-read this help file until you fully understand the concept
and how to apply it to your trading.

As you can see, here at MTPredictor we fully understand this concept and have made it a
fundamental part of the MTPredictor software, including the eSignal add-on efs files and
TradeStation 8 add-on eld files. The automatic routines make it easy to fully utilise this
important premise and will help add to your bottom-line trading results over time.

Continued on the next page . . .
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Stocks

The situation for US Stocks in particular is slightly easier, mainly because most of them
have a Full Point value of $1 and a Tick Value of 0.01.

For example, the current quote on Microsoft (MSFT) is 26.94. It can move up 1 tick to
26.95 or down 1 tick to 26.93 and the $ value from 26.00 to 27.00 is $1.

As such, US stocks are a lot easier to deal with than US futures.

Forex
With Forex things are a little more complicated...

Because different Forex pairs have different $ values per pip (minimum price movement),
position sizing cannot be generalized so easily.

These pairs have a standard and constant $10/pip value: EUR/USD; GBP/USD;
AUD/USD; NZD/USD.

However, pairs quoted the other way round or inversely (the base currency is the USD) eg.
USD/JPY; USD/CHF; USD/CAD have a variable $ pip value, depending on the actual
currency rate at the time.

Further complications can arise when considering cross rates (non-USD pairs) eg.
EUR/GBP. Traders also need to be aware of the lot size of the currency being considered
eg. one standard lot = 100,000 units of the base currency and 10,000 units for a mini.

Due to these complexities (challenges!), Forex position sizing is probably best carried out
manually by the trader, perhaps with the aid of a pip value calculator such as these:
http://aboutforex.com/pipvalue.html or

http://www.fxstreet.com/conversor/pip/pip.asp

Please note that we at MTPredictor are not endorsing these particular firms and take no
responsibility for any such manual calculations.

Continued on the next page . . .
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Thanks and good trading . . .

Steve Griffiths

Managing Director and developer of MTPredictor
MTPredictor Ltd.

www.mtpredictor.com

U.S. Government Required Disclaimer - Commodity Futures Trading Commission Futures and Options trading has large
potential rewards, but also large potential risk. You must be aware of the risks and be willing to accept them in order to invest
in the futures and options markets. Don't trade with money you can't afford to lose. This is neither a solicitation nor an offer to
Buy/Sell futures, stocks or options on the same. No representation is being made that any account will or is likely to achieve
profits or losses similar to those discussed on this web site. The past performance of any trading system or methodology is
not necessarily indicative of future results.

CFTC RULE 4.41 - HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN LIMITATIONS.
UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT ACTUAL TRADING.
ALSO, SINCE THE TRADES HAVE NOT BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER
COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, 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. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS
LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO THOSE SHOWN.

NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL, OR IS LIKELY TO ACHIEVE PROFITS OR
LOSSES SIMILAR TO THOSE DISCUSSED WITHIN THIS SITE, SUPPORT AND TEXTS. OUR COURSE(S), PRODUCTS
AND SERVICES SHOULD BE USED AS LEARNING AIDS ONLY AND SHOULD NOT BE USED TO INVEST REAL
MONEY. IF YOU DECIDE TO INVEST REAL MONEY, ALL TRADING DECISIONS SHOULD BE YOUR OWN.

MTPredictor, Isolation Approach & Techniques Curve are trademarks of MTPredictor Ltd. All other trademarks and
brands may be the property of their respective owners. © MTPredictor Ltd. 2001 - 2006. All rights reserved.
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