Multiple Time-frame Trading Techniques for Swing Trading.

(for Swing trader to read approve, modify or dismiss)
I use the term “Techniques” in the title instead of “Strategy” because I could not come out with a simple set of rules to formulate a strategy. There are several things that had to be looked at to draw conclusions. There could be improvement/change in the current set of rules after discussions and as we proceed with the strategy and gain experience.
The main idea of this set up is to capture a trend in a higher time frame (60Min) and then to switch to a lower time frame (15Min.) to fine tune entry and exit so that we can take up low risk higher return trades.
Capturing trend is done in several ways using several indicators. Here I am trying to capture trend in two timeframes (4 hourly and hourly) and observe the price action in different possible scenarios. I observed that Markets are Trending when the collective opinion of traders of 4Hourly and Hourly as same. Market goes sideway when the Traders of 4 Hourly and Hourly are of different/conflicting opinion or undecided. Then I tried to bring these different opinions on the single hourly chart by taking two MACDs with different parameters.
Finally, the trick of trading is to know where we are, i.e., whether trading, trending or changing market and adopt suitable strategies.

Set Up:

Higher Timeframe: 60 Min. One should use the chart period of at least 45 days data to use this set up.
1. MACD 55, 89, 13. For intermediate/longer trend. 

For the sake of convenience let us call this MACD-I.
(One may consider using 34,89,21 for better visibility of histogram, instead of 55,89,13 for MACD-I)
2. MACD 8, 17, 6 for immediate/very short trend.
For the sake of convenience let us call this MACD-II.
3. ADX/DMI 13, 7 optional
4. EMA(13) SMA(34) and EMA(89) optional
Lower Time frame: 15Min. 
1. MACD (3, 16, 10)
2. CCI 3

3. SMA(21, Low)

4. SMA(21, High)
Additional set up: daily chart: only for identifying Resistance and support and for filtering the trades.

RSI (5). 12, 88 levels for OS and OB.

No longs when RSI (5) is above 88 and no shorts when RSI (5) is below 12. During trending conditions RSI continues to be over bought or over sold but at these extreme levels the stops are hit before resuming the original trend.
SMA (30), SMA (50) and SMA (200), monthly pivots, Fibonacci pivots over trailing twelve months; Trend lines, for the sake of support and resistances only. The confluence of various levels increases the strength of support/resistance.
Sounds complicated?
Instead of looking at daily chart each time I trade, I keep record of important resistance/support levels for the small list of stocks I trade which is updated on weekends.
Trend identification in Hourly chart.

MACD I

1. MACD line is above 0 and

the short trend in 4 hourly is up
    MACD line is above signal line

“Trending market conditions”
2. MACD Line is above 0 and

the short trend is 4 hourly is up but 

MACD Line is below signal line
may be fading/pulling back, with a possibility of reversal. “Changing Market conditions that may lead to trading/ranged condition or reversal or resumption of previous trend”
3. MACD Line is below 0 and

the short trend in 4hourly is down.

    MACD line is below signal line

“Trending Market conditions”

4. MACD Line is below 0 and

the short trend in 4 hourly is down but
MACD line is above signal line.
may be fading/pulling back, with a possibility of reversal. “Changing Market Conditions that may lead to trading/ranged condition or reversal or resumption of previous trend”.
5. ADX is consistently below 20
Ranged or Trading market conditions as

    For more than 15-20 bars. 
long as the MACD-I and MACD-II are 


    Frequent criss-crossing of DI lines 
not co-acting as given below (case 1 & 2) which indicates ending of ranged condition and beginning of trend.
MACD II.

1. MACD Line is above 0


short/immeidiate trend is Up

2. MACD Line is below 0


short/immediate trend is Down.
A. Market is in Trend when both MACDs are co-acting. The collective opinion of traders of two different time frames is same.
Case1. MACD-I is above 0, Histogram is above 0 (Long Entry Set-up)
i) MACD-II is above 0, Histogram is above 0. Trend is Up. Go to the lower timeframe for long entry as we may not get entry in current timeframe.
ii) MACD-II is above 0, histogram is below 0. Trend is Up, but taking a breather. This is the time generally a small continuation patters like flags, pennants, etc., are formed.  Wait for a breakout and go long in the current time frame as per pattern rules (i.e. 60 min itself). if this entry is missed in the current time frame one may consider going to the lower time frame for long entry. No shorts yet.
Case2. MACD-I is below 0, histogram is below 0.
i) MACD-II is below 0, histogram is below 0. Trend is down. Go to the lower timeframe for short entry as we may not get entry in current time frame. Bear markets are faster than bull markets and as such a quick entry makes good money.
ii) MACD-II is below 0, histogram is above 0. Trend is Down but taking a breather. This is the time generally a continuation patterns are formed. Go short on breakout. No longs yet.
B. Market goes sideway when the MACDs are conflicting. The collective opinion of traders of two different timeframes is conflicting indicating an indecision or change in market condition.

Case3: 
MACD-I is above 0 with its histogram below 0, and MACD-II is below 0

Case4: 
MACD-I is below 0 with its histogram above 0 and MACD-II is above 0

This is the indication of “changing market condition/Trading market condition” which call for adopting trading market technique in the direction as indicated by MACD-I

During these conditions sell over bought if MACD-I is below 0 or buy over sold if MACD-I is above 0 – preferably at some important levels - using STS (8,3,3) in the current timeframe its self, i.e., 60 min. One may adopt other techniques such as divergence of RSI in lower timeframe (15 min).

If Case 3 & 4 occur while the ADX is consistently below 20 for more than 15-20 candles, then it is a clear case of trading market condition and buy over bought and sell over sold using STS (8,3,3) in the lower timeframe (15min) for small predefined profit objectives and bear in min that  there is much scope for whipsaws and keep tight stops such as immediate swing low/swing high. It is even better to stay away from market. How ever if we find the condition of Case 1 or Case 2 (at the end of a ranged condition), while the ADX will still be below 20 we may consider the scenario as beginning of a trend and go with the trend as shown in step A above.

Long Entry in Lower time Frame: Once Up trend is identified in Hourly time frame, then shift to the lower time frame and;
1. buy on MACD (3,10,16) buy signal, i.e., macd line crossing its signal line from downside. Most of the times these trades end in profit or no loss.

2. If we miss the above, Buy on CCI(3) crossing 0 from below -100 as long as MACD(3,10,16) is above its signal line irrespective of whether or not MACD Line is above 0 or below 0.

3. Make sure that there is no major resistance just above the current price on daily chart. As per my experience during strong bull market resistances are there to be broken, but the trend will resume only after hitting the stops. So instead it is better to wait for a break out if we are near the resistance.

Short Entry in Lower Time Frame: Once down trend is identified in Hourly chart, then shift to the lower timeframe and;
1. Sell on MACD (3,10,16) sell signal, i.e., macd line crossing its signal line from up side. Most of the times these trades end in profit or no loss.

2. I we miss the above, sell on CCI (3) crossing 0 from above +100 as long as MACD(3,10,16) is below its signal line irrespective of whether or not MACD line is below or above 0.
3. Make sure that there is no major support just below the current price in daily chart. In strong down trends supports are broken much easily than the resistance in up trend. How ever a short entry just above a major support may lead to hitting stop loss. 
Exit Strategy.

Longs: 

A) If the trade was taken basing on trending technique SMA (21, Low) or ATR Stop is the stop-loss for long entry to ride the trend (case A:/Case 1/ (i) above)
B) If the trade was taken basing on over sold condition during ranged market condition, the immediate swing low is the stop-loss.

Shorts:

A) If the trade was taken basing on trending technique, SMA (21, High) or ATR Stop is the stop-loss for short entry to ride the trend. (Case A/Case 2/ (i) above
B) If the trade was taken on over bought condition during the ranged market condition, immediate swing high is the stop loss for the short entry.

The use of ADX will be only an additional and for confirmation of trending/trading market conditions. In the beginning I used only ADX/DMI. Later I chose to use two MACDs since DMI/ADX is much much lagging.
----------------------------------------------------------------------------------------------------------
If I spot a chart pattern in 60 min timeframe, I prefer to go with the pattern trading techniques rather than indicator based techniques. For example if I spot a head and shoulders pattern during an up trend I prefer to go with the head and shoulder pattern technique rather than trading with MTT system.
--------------------------------------------------------------------------------------------------------
Introduction for beginners: need of a strategy. 
I would like to discuss a hypothetic situation to explain my point ov view on technical analysis. 

a. Suppose you are tossing a coin and betting on “heads” and “tails” randomly. Your chances of making money undetermined you may win all the times with god on your side and loose all the times. Now set a rule that you are betting only on “Heads” each and every time. The probability of getting heads as per “theory of probability” is 0.5. So if you toss 100 times you get heads 50 times and tails 50 times. Say, if you win you get Re. 1 and if you lose you give Re. 1. At the end, you win Re. 50 and lose Re 50. Net profit is zero. Now let us alter the situation in such a way as to increase the ratio of number of wins to number of loses is more than 0.5. This is where the need of technical analysis and strategy rises. . Any strategy with hit: miss ratio more than 0.7 is excellent. i.e., at the end of the game you get 70 and lose 30 leaving 40 bucks in your pocket.
b. Now after choosing the strategy if you control yourself to take up only good trades with better risk return ratio the net money you are making is much more. i.e., each time you win you take Re. 2 and each time you loose you loose only re. 1. so at the end of the game you have you have Re. 110 in you pocket. Much difference,is n’t it?
c. the probability of the above mathematical statement becoming true increase with the increase of number of time you toss the coin. i.e., the theory of the above probability of 50% chances of getting heads; increases with the increase of number of throws, say 1000 times, 10000 times so on. Thus you need to be in the market much longer time to make real money. Here comes the “sustainability” in the market which can be attained by using “MONEY MANAGEMENT/RISK MANAGEMEN/POSITION SIZING”. The position sizing has much more advantages, technical and psychological. If you loose a trade with a position much higher than you capacity that too with out proper stop in place is disastrous. It affects your attitude, confidence and endurance in the market. I suggest beginner to trade small quantities in cash, after choosing a strategy till they achieve 60-70% success rate in trading and get used to trading discipline.
These are all the things I knew, read and failed to adopt as beginner but learnt only from my mistakes. I had to stay away from market for almost one year, after one big loss in a trade that is much bigger than me. I could not dare to enter the market and missed several opportunities which would have made lot of money for me. I was only studying and paper trading with no spare money for trading.
Here comes the need of discipline, trading attitude and need for a strategy. 

The other mistake I did was to switch from strategy to strategy, time frame to timeframe, without giving enough time to learn from each. There are several strategies if you wish to know. So I tried several strategies each costing me good amount of money. Then I worked with the one strategy that I suited the most and started seeing success.

Understanding indicators is another big job on hand. This is why some traders stay away from indicator or say indicators lead to confusion. Indicators do not behave the same way in similar price action. So use only those indicators that you understood and experienced with.
