Wavy Tunnel

The Raghee Wave and the Vegas Tunnel are separate, tradable strategies, that have been combined into one strategy that creates potentially higher-probability trades.  See References below on how to trade them separately.

Setting up the Wave:  You will want to do this on 1-hour and 4-hour charts.  It can be used on 30-minute charts as well. You do need FX Trainer’s Desktop or ProCharts to do this.

You are setting up 3 different 34-period Exponential Moving Averages (EMAs)- these are averages of the candlestick Highs, Closes and Lows.  You do this as follows:  Go to 'Indicators' on the top of your chart and drop that menu down, then select 'Moving Average' .  Then select 'Moving Average (Exponential)'. Click on 'New’ and that gives you another drop down menu with several blocks to be completed as follows: 

	Wave EMA Parameters
	Upper
	Middle
	Lower

	EMA Period*
	34
	34
	34

	With (on)
	High
	Close
	Low

	Color
	Purple
	Purple
	Purple

	Thick(ness)**
	Medium
	Medium
	Medium


* Reasonable1-hour reference approximations on other charts are (but always check the 1-hour chart before trading):  

4-hr (1/4th) - 8 or 9       30-min (x 2) - 68       15-min (x 4) - 136
** Your choice   

Setting up the 1 Hour Tunnel:  on 1-hour charts only, set up 3 EMAs:  144, 169 and 12.  If you have the FX lines on your chart, the slower line (FXline2) is the same as the 12 EMA.
	Tunnel EMA Parameters
	Fast
	Slow
	Filter***

	EMA Period*
	144
	169
	12

	With (on)
	Close
	Close
	Close

	Color*
	Black/White, Blue
	Black/White, Red
	Green, Yellow

	Thick(ness)**
	Medium
	Medium
	Medium


* Reasonable1-hour reference approximations for the Tunnel on other charts are (but always check the 1-hour chart before trading, and leave 12 EMA as is):  

4-hr (1/4th) - 36 / 42      30-min (x 2) - 288 / 338      15-min (x 4) - 576 / 676
However, some traders use the Raghee-Wave as is (34 EMAs) as a confirmation (filter) to take trades and make exits

** Your choice 

*** Same as FXline2 (usually yellow)

Entry points:  Enter a buy when your candle is forming on the same side of the Wave and the 12 EMA, just as it breaks through the Tunnel.  Breaking through the Tunnel means that it has gone through both EMA lines.  If you have gone through the Tunnel in a single clean strong candle you may be able to set your stop loss just the other side of the Tunnel.  If your chart shows chop around the Tunnel then you need a bigger stop loss – like behind the first, even second or third line of the Wave.  If you do not have a clean break through the Tunnel and things are choppy then you may need to wait for a break of support or resistance lines that mark the barriers of that choppy sideways action.

Wavy Tunnel Entry Point Criteria (for high percentage trade):

1. Right time of day for the pair (Who’s Awake?)

2. Break the Wave 

3. Break the Tunnel*

4. Trading beyond the 12 EMA 

5. Candlestick exhaustion point not reached (less than average daily High-Low)

6. If a major barrier is close, or the currency is chopping around the Wavy Tunnel (creating additional barriers), wait for break through the barrier(s).

Stop Loss (include spread on a Short/Sell)
1. Clean (one candle) break of Tunnel:  SL on other side of Tunnel

2. Not clean (several candles):  SL on one of the Wave lines, depending on your risk tolerance 

Exits  when currency closes between the 12 EMA (FxLine2) and the Wave, OR …

Add-ons:  Optionally, if the other side of the Wave is the stop loss, one can add on to the trade if the currency touches or enters the Wave, then “bounces” out again.  Conservative:  add on the break out of the Wave.  Aggressive:  add as currency bounces somewhere in the Wave.

References (includes partial exit strategies not used above)
*Vegas Tunnel Method - Tunnel by Vegas
Raghee.com - the Wave by Raghee Homer,
