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mechanical, photocopy, recording, scanning or otherwise — without the prior written permission of the author.

Disclaimer and Risk Warning:

Trading any financial market involves risk. This e-book and the website www.beatsforex.com and its contents
are neither a solicitation nor an offer to Buy/Sell any financial market. The contents of this e-book are for
general informational purposes only (contents also mean the website www.beatsforex.com and any email
correspondence or newsletters related to the website).

Although every attempt has been made to assure accuracy, we do not give any expressed or implied warranty
as to its accuracy. We do not accept any liability for error or omission. Examples are provided for illustrative
purposes only and should not be construed as investment advice or strategy.

No representation is being made that any account or trader will or is likely to achieve profits or loses similar to
those discussed in this e-book. Past performance is not indicative of future results.

By purchasing the e-book, subscribing to our mailing list or using the website you will be deemed to have
accepted these terms in full.

The author, the website, the e-book, and its representatives do not and cannot give investment advice or invite
customers to engage in investments through this e-book.

We do our best to insure that the website is available 24 hours per day but we cannot be held liable if for any
reason the site is not available.

The information provided on this ebook is not intended for distribution to, or use by any person or entity in any
jurisdiction or country where such distribution or use would be contrary to law or regulation or which would
subject us to any registration requirement within such jurisdiction or country.

Hypothetical performance results have many inherent limitations, some of which are mentioned below. No
representation is being made that any account will or is likely to achieve profits or losses similar to those
shown. In fact, there are frequently sharp differences between hypothetical performance results and actual
results subsequently achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they are generally prepared with the benefit
of hindsight. In addition, hypothetical trading does not involve financial risk and no hypothetical trading record
can completely account for the impact of financial risk in actual trading.

For example the ability to withstand losses or to adhere to a particular trading program in spite of the trading
losses are material points, which can also adversely affect trading results. There are numerous other factors
related to the market in general or to the implementation of any specific trading program, which cannot be
fully accounted for in the preparation of hypothetical performance results. All of which can adversely affect
actual trading results.

We reserve the right to change these terms and conditions without notice. You can check for updates to this
disclaimer at any time without notification.

The content of www.beatsforex.com and this ebook are copyrighted and may not be copied or reproduced.
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Fibonacci Levels

The truth about Fibonacci levels is that they are useful (like all trading indicators). They do not work as a
standalone system of trading and they are certainly not the “holy grail”, but can be a very effective component
of your trading strategy.

But who is Fibonacci and how can he help you with your trading?

Leonardo Fibonacci was a great Italian mathematician who lived in the thirteenth century who first observed
certain ratios of a number series that are regarded as describing the natural proportions of things in the
universe, including price data. The ratios arise from the following number series: 1, 2, 3, 5, 8, 13, 21, 34, 55, 89,

This series of numbers is derived by starting with 1 followed by 2 and then adding 1 + 2 to get 3, the third
number. Then, adding 2 + 3 to get 5, the fourth number, and so on.

The ratios are derived by dividing any number in the series by the next higher number, after 3 the ratio is
always 0.625. After 89, it is always 0.618. If you divide any Fibonacci number by the preceding number, after 2
the number is always 1.6 and after 144 the number is always 1.618. These ratios are referred to as the “golden
mean.” Additional ratios were then derived to create ratio sets as follows:

Price Retracement Levels

0.382, 0.500, 0.618

Price Extension Levels

0.382, 0.e18

The first set of ratios is used as price retracement levels and is used in trading as possible support and
resistance levels. The reason we have this expectation is that traders all over the world are watching these
levels and placing buy and sell orders at these levels which becomes a self-fulfilling expectation.

The second set is used as price Expansion levels and is used in trading as possible profit taking levels. Again,
traders all over the world are watching these levels and placing buy and sell orders to take profits at these
levels which becomes a self-fulfilling expectation.

Most good trading software packages include both Fibonacci Retracement Levels and Price Expansion Levels. In
order to apply Fibonacci levels to price charts, it is necessary to identify Swing Highs and Swing Lows. A Swing
High is a short term high bar with at least two lower highs on both the left and right of the high bar. A Swing
Low is a short term low bar with at least two higher lows on both the left and right of the low bar.



Fibonacci Retracement Levels

In an uptrend, the general idea is to go long the market on a retracement to a Fibonacci support level. The
price retracement levels can be applied to the price bar chart of any market by clicking on a significant Swing
Low and dragging the cursor to the most recent potential Swing High and clicking there. This will display each
of the Retracement Levels showing both the ratio and corresponding price level. Let’s take a look at some
examples of markets in an uptrend. The same points made by these examples are equally applicable to markets
in a downtrend.

Example 1 : Here we plotted the Fibonacci Retracement Levels by clicking on the Swing High at about 1.1457
and dragging the cursor to the Swing Low at about 1.1159. You can see the resultant levels plotted by the
software. Now the expectation is that if the market retraces from this low it will find support at one of the
Fibonacci Levels, because traders will be placing sell orders at these levels as the market pulls back.
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Example 1.1 : Now let’s look at what actually happened after the Swing Low occurred. The market pulled back
right through the 0.382 level to finding support. After a few days, the market resumed its downward move.
Clearly sell at the 0.382 level would have been a good short term trade.

You can see from these examples that the market often finds at least temporary support at the Fibonacci
Retracement Levels — not always, but often. It should be apparent that there are a few problems to deal with
here.

First, there is no way of knowing which level will provide support. The 0.236 level seems to provide the
weakest support, while the other levels provide support with approximately the same frequency.

Second, the market will not always resume its downtrend after finding temporary support, but instead
continue to decline above the last Swing High.



Thirdly, placement of stops is a challenge — it is probably best to place stops six points above the 0.618 level or
you just can set 30 pips stop loss value.

Another problem is determining which Swing High to start from in creating the Fibonacci Retracement Levels.

One way is from the last Swing High as we did in the examples. Another is from the high Swing High of the past
30 days. The point is, there is no one right way to do it, and consequently it becomes a guessing game.

Fibonacci Expansion Levels

In an downtrend, the general idea is to take profits on a short trade at a Fibonacci Expansion Resistance Level.
The Price Expansion Levels can be applied to the price bar chart of any market by clicking on a significant Swing
High and dragging the cursor to the most recent Swing Low. Then by clicking on the Swing Low and back up to
the retracement Swing High and clicking there. This will display each of the Expansion Levels showing both the
ratio and corresponding price level. Let’s take a look at some examples of markets in an downtrend. The same
points made by these examples are equally applicable to markets in a uptrend.

Example 2 : Here we plotted the Fibonacci Expansion Levels by clicking on the Swing High at about 1.1457 and
dragged the cursor to the Swing Low at about 1.1159 and then up to the retracement Swing High. You can see
the resultant levels plotted by the software. Now the expectation is that if the market continues lower it will
find resistance at one of the Fibonacci Levels, because traders will be placing buy orders at these levels to take
profits on there short trades.
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Example 2.1 : Now let’s look at what actually happened after the retracement Swing High occurred. The
market rallied making new lows pausing at the 0.382 level. Taking profits at the 0.382 level would have been
premature, but taking profits at the 0.618 level would have made a nice trade.
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You can see from these examples that the market often finds at least temporary resistance at the Fibonacci
Expansion Levels - not always, but often. As in the examples of the Retracement Levels, it should be apparent
that there are a few problems to deal with here as well.

First, there is no way of knowing which level will provide resistance. The 0.382 level was a good level to cover
any trades, but taking profits at that level would be premature.

Another problem is determining which Swing High to start from in creating the Fibonacci Expansion Levels. One
way is from the last Swing High as we did in the example; another is from the highest Swing High of the past 30
days. Again, the point is that there is no one right way to do it, and consequently it becomes a guessing game.

Alone, Fibonacci Levels will not make you rich. However, Fibonacci Levels are definitely useful as part of an
effective trading method that includes other analysis and techniques. You see, the key to an effective trading
system is to integrate a few indicators (not too many) that are applied in a way that is not obvious to most
observers. All successful traders know it’s how you use and integrate the indicators (including Fibonacci) that
makes the difference. The lesson learned here is that Fibonacci Levels can be a useful tool, but never enter or
exit a trade based on Fibonacci Levels alone.



Why We Choose Fibonacci Levels?

Prices never move in a straight line, it will often retrace a certain percentage of a previous move and find
support / resistance at the main Fibonacci levels before continuing in its original direction. Not always. But very
often, and reasonably close! This happens often enough that profitable trades can result.

Fibonacci retracement is used by traders to mainly calculate possible targets for entry and stop loss points,
while Fibonacci expansion is used to determining potential levels of profit taking. The reason we have this
expectation is that traders all over the world are watching these levels and placing buy and sell orders at these
levels which becomes a self-fulfilling expectation.

The advantage of Fibonacci Levels :
1. Fibonacci numbers define Entry points.

An entry point can be placed at the area which denotes important suport or resistance.

2. Fibonacci numbers define Stop Loss points.
A stop loss can be placed above the area which denotes latest support.

3. Fibonacci numbers define Profit Objectives.
This clear view of where trades may go helps traders to lock in profits at set levels.

More Examples of Fibonacci Levels

Example 3 :
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Example 4 :
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Example 6 :
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Example 7 :
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From now on, you should be able to identify and to draw both of Fibonacci Retracement or Fibonacci Expansion Levels.
Keep practice and practice until you have mastered the Fibonacci before you go to our Fibonacci Sapper Trading System.

Happy learn...






