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    Introduction


    


    I want to thank you very much and congratulate you for downloading the book, Breakout Trading–Simple, Proven Strategies for Identifying and Profiting from Breakouts.


    For the majority of the time, stocks and currency pairs tend to trade within well-defined ranges – often between support and resistance levels. However, there comes a point when a security breaks out of its trading range, and this is known – not surprisingly – as a breakout. By identifying or – even better – predicting a breakout, a trader can take advantage of high-probability trading opportunities.


    In this book, you’ll learn simple step-by-step strategies, techniques and guidelines for identifying and predicting breakouts to help you generate consistent trading profits.


    Thanks again for downloading this book, I hope you enjoy it!


    


    


    

  


  
    

    Legal


    


    © Copyright 2014 Zantrio, LLC. All rights reserved.


    All rights reserved. This book contains material protected under U.S. copyright laws. Any unauthorized reprint or use of this material is prohibited. No part of this book may be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopying, recording, or by any information storage and retrieval system without express written permission from Zantrio, LLC.


    Risk Disclaimer


    Trading in any financial market involves substantial risk of loss and is not suitable for all investors. Any style of trading in any market condition is extremely risky and can result in substantial financial losses in a very short period of time. There is considerable exposure to risk in any transaction including but not limited to, the potential for changing political and/or economic conditions that may substantially affect the price or liquidity of a trade.


    Trading is a challenging and potentially profitable opportunity for those who are educated and experienced in trading. Before deciding to participate in the markets, you should carefully consider your objectives, level of experience and risk appetite. Most importantly, do NOT invest money you cannot afford to lose. Objective, experience, risk of loss, leverage, creditworthiness, limited regulatory protection, market volatility that may substantially affect the price or liquidity of a trade, communication failure, etc. could put you at risk for the loss of some or all of your capital and/or assets. The possibility exists that you could sustain a total loss of initial funds and be required to deposit additional funds to maintain your position.


    We are not offering to buy or sell and of the financial instruments mentioned in any service we offer and we are not representing ourselves as a registered investment advisor or broker dealer.


    We do not guarantee or represent that members acting upon any suggestion mentioned or discussed in any of the services we offer, will result in a profit. All decisions to act upon any suggestions made in any service we offer is the sole responsibility of the member.


    We will not be held responsible or liable to members or any other parties for losses that may be sustained while trading. YOUR trading and financial actions taken are solely 100% YOUR decision and responsibility.


    We may hold positions in various financial instruments mentioned in any of the services we offer and are under no obligation to disclose when a position was acquired, the amount of position held or when a position is closed.


    We are not an investment advisor, and we do not provide investing advice. All content provided is for information purposes only.


    IN PLAIN ENGLISH: DON'T TRADE WITH MONEY YOU CAN'T AFFORD TO LOSE. WE DO NOT PROVIDE ANY SPECIFIC OR PERSONALIZED INVESTING/TRADING ADVICE. YOU ARE COMPLETELY 100% RESPONSIBLE FOR ANY FINANCIAL/INVESTING/TRADING DECISION YOU MAKE. WE ARE NOT LIABLE WHATSOEVER IN ANY WAY, SHAPE OR FORM FOR ANY ACTION YOU TAKE. BY TRADING/INVESTING, YOU RUN THE RISK OF LOSING EVERYTHING YOU OWN. YOU KEEP YOUR GAINS, YOU PAY FOR YOUR LOSSES. END OF STORY.


    Earnings Disclaimer


    The products and services sold by Zantrio, LLC are not to be interpreted as a promise or guarantee of earnings. All content provided is for information purposes only.


    Any and all forward-looking statements on our website or in any of our products are intended to express our opinion of the earnings potential that some people may achieve. We make no guarantees that you will achieve any results from the ideas and techniques contained on our website or in our products.


    To the extent that we included any case studies or testimonials on our website or in any of our products, you can assume that none of these stories in any way represent the "average" or "typical" customer experience.


    In fact, as with any product or service, we know that some people will purchase our products but never use them at all, and therefore will get no results whatsoever. You should therefore assume that you will obtain no results with this material.


    YOU FULLY AGREE AND UNDERSTAND THAT COMPANY IS NOT RESPONSIBLE FOR YOUR SUCCESS OR FAILURE AND MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER THAT OUR PRODUCTS OR SERVICES WILL PRODUCE ANY PARTICULAR RESULT FOR YOU. Zantrio, LLC IS NOT AN INVESTMENT ADVISOR AND DOES NOT PROVIDE INVESTMENT ADVICE. ALL CONTENT IS PROVIDED FOR INFORMATION PURPOSES ONLY.


    


    


    

  


  
    



    Bonus: Download the Free Trading Toolkit


    Get instant access to free cheatsheets, workbooks and guides to help you become a profitable trader or investor.


    As a special thanks for downloading this book, we've put together a toolkit of exclusive resources, including…


    - Our exclusive ebook: How to Protect Your Trading Profits


    - Downloadable cheatsheets for proven option trading strategies


    - Our step-by-step guide for using a demo trading account to maximize your profits


    - Plus, brand-new ebooks, downloads, workbooks, cheatsheets, videos and more each month


    Click to Download the Free Trading Toolkit
or visit: www.zantrio.com/kindle


    


    

  


  
    

    Chapter 1 - What Is A Breakout?


    

    Breakouts occur when a security breaches a specific price level, such as a support or resistance level. Perhaps the simplest example of this is when a security is trading in a channel. For instance, the diagram below shows EURGBP trading in a pricing channel and then breaking out of that channel to the upside.


    [image: ]


    Of course, even if there is not a clearly defined channel, it is still possible to identify breakouts by looking at trends. For example, if only the lower trend line is drawn, then a breakout occurs when the price breaks through the trend line. It is important to note that the movement needs to be in the opposite direction to the trend to qualify as a breakout – in other words, a downside movement in an ascending trend or upside movement in a descending trend.


    


    


    

  


  
    

    Reversal Breakouts and Continuation Breakouts


    

    Another important type of breakout to look out for is when the market enters a consolidation period. This is when a trend comes to a halt and the market starts trading horizontally. At this point, the market is essentially taking a breather, after which it can breakout in the same direction as the original trend – a continuation breakout – or can start to move in the opposite direction – a reversal breakout. The chart below shows an example of a reversal breakout.


    [image: ]


    


    

  


  
    

    Triangle Breakouts


    

    One other type of breakout that is quite common is with a triangle pattern. This is when prices are converging with in a triangle and the price then breaks out of the triangle. There are three different types of triangle:


    
      	Ascending triangles, where the upper resistance levels stays constant while the lows keep on getting higher. This is typically when the bulls are starting to get an upper hand on the bears. These often lead to a breakout to the upside.


      	Descending triangles, which are the opposite of ascending triangles and indicate that bears are gaining momentum. These are often followed by a downside breakout.


      	Symmetrical triangles, which show that the bulls and bears are relatively evenly balanced. These can lead to either an upside or downside breakout.

    


    The following chart shows a typical breakout from a symmetrical triangle.


    [image: ]


     


     


    


    

  


  
    

    


    Chapter 2 - How Can You Predict A Breakout?


    


    While reacting to a breakout can lead to profits, being able to predict an upcoming breakout can give you a significant trading advantage. In other markets, trading volumes are often used to predict breakouts, but volume information is not available in forex markets. Instead, forex traders need to look to volatility to position themselves for breakouts – volatility is essentially the amount by which prices swing over any given period of time.


    The goal is to look for securities with low volatility, since low volatility can indicate an upcoming breakout. For instance, in a triangle pattern, the volatility drops as the sides of the triangle grow closer – with a breakout likely to happen as they start to meet. More generally, there are a number of different ways of measuring volatility, including moving averages, Bollinger bands and average true range (ATR). For instance, the upper and lower Bollinger bands become closer to each other as volatility decreases, as shown below.


    [image: ]


    


    

  


  
    



    Chapter 3-How Do You Know If A Breakout Is Real?


    

    While breakouts do occur regularly, the fact is that the vast majority of them are false alarms – in fact, these are sometimes referred to as fake-outs. Fake-outs also offer major trading opportunities, but they are more commonly exploited by large institutional traders who are looking to take money from smaller traders who have mistakenly taken the breakout bait.


    It is often possible to tell whether a trend is running out of steam and heading for a reversal breakout. For instance, MACD – which stands for Moving Average Convergence/Divergence – is a good way of measuring how much momentum there is in the market, with a high MACD indicating high momentum. In other words, if prices are rising and the MACD is strongly positive, then any downside breakout that occurs is likely to be a false one – although there are no guarantees. On the other hand, if prices are rising and the MACD is small or negative, then there is a good likelihood that any downside breakout is real. The same applies with downward trends – if prices are falling and the MACD is strongly negative, then an upside breakout is unlikely.


    Another indicator that can be used instead of MACD is the Relative Strength Index – or RSI. This behaves in a similar manner to MACD, except that the values vary between 0 and 100, with 50 indicating no real upward or downward momentum. The RSI is also useful to determine whether the market is overbought or oversold – a value below 30 is oversold, while the value of over 70 is overbought.


    The other thing key thing to look at is whether there is any fundamental news – such as economic data or a global news event – that could be driving trader sentiment. If there isn’t, then there is a good chance that the breakout isn’t real.


    


    

  


  
    

    Chapter 4-Step-by-Step - How to Trade a Breakout


     


    Here are the basic steps to follow when trading breakouts:


    
      	Look for chart patterns that could lead to breakouts, including trend lines, ascending and descending channels, continuation patterns and triangles. Pay attention to whether the most likely breakout is a continuation or reversal.


      	Use volatility indicators to predict when breakouts are likely. Good indicators to use include moving averages, Bollinger bands and ATR.


      	Measure the strength of breakouts using momentum and strength indicators such as MACD or RSI. Beware of false breakouts, which often happen when the apparent breakout isn’t supported by these indicators.

    


    Always look for fundamental economic or other news that could be driving trader sentiment. If this isn’t there, it is more likely that the breakout is really a fake-out.


     


    


    

  


  
    

    Chapter 5 – Final Comments


    


    Breakouts offer strong profit opportunities for traders. However, it is very important to focus on identifying whether breakouts are real, since the majority are false alarms. In fact, institutional traders tend to trade against breakouts, looking to take money from smaller traders who have misread the breakout signals. Focus on chart patterns combined with low volatility to predict upcoming breakouts, and be careful to confirm that the breakout is supported by technical strength and fundamentals before committing to it.


    


    


    


    

  


  
    

    Conclusion


    

    Thank you again for downloading this book!


    You should now have the knowledge you need to start trading breakouts.


    The next step is to take action!


    Finally, if you enjoyed this book, please take the time to share your thoughts and post a review on Amazon. It’d be greatly appreciated!


    Thank you and good luck!


    


    Bonus: Download the Free Trading Toolkit


    Get instant access to free cheatsheets, workbooks and guides to help you become a profitable trader or investor.


    As a special thanks for downloading this book, we've put together a toolkit of exclusive resources, including…


    - Our exclusive ebook: How to Protect Your Trading Profits


    - Downloadable cheatsheets for proven option trading strategies


    - Our step-by-step guide for using a demo trading account to maximize your profits


    - Plus, brand-new ebooks, downloads, workbooks, cheatsheets, videos and more each month


    Click to Download the Free Trading Toolkit
or visit: www.zantrio.com/kindle
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