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Show the MA cross signals visually.
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How would ATR-based stop loss work?
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The ATR (Average True Range) is a volatility indicator that measures the degree of price movement in a
given market. It provides traders with an idea of how much an asset typically moves over a given
period, which can be used to set stop losses that are responsive to market conditions.

How ATR-Based Stop Loss Works

1. Calculate the ATR:

o The ATR is calculated using the true range, which is the greatest of the following:

= Current high minus the current low.
= Absolute value of the current high minus the previous close.
= Absolute value of the current low minus the previous close.

o The ATR is usually calculated over a set period, like 14 days or periods, to give a smoothed

measure of volatility.
2. Determine the Stop Loss:

o The stop loss can be set at a multiple of the ATR below the entry price for long positions or
above the entry price for short positions. Common multiples are 1x, 1.5x, or 2x the ATR,
depending on your risk tolerance.

o For example, if the ATR is 0.50 and you choose a 2x multiple, your stop loss would be placed
1.00 units below the entry price for a long trade.

Steps to Implement an ATR-Based Stop Loss

1. Calculate the ATR:

o Calculate or use the ATR for the period you're trading. Most trading platforms automatically
calculate this indicator.
2. Determine the Multiplier:

o Decide on a multiplier based on your risk tolerance. Higher multipliers mean giving the
trade more room to breathe but potentially risking more.
3. Place the Stop Loss:
o If entering a long trade, place the stop loss at “Entry Price - (ATR * Multiplier).
o If entering a short trade, place the stop loss at “Entry Price + (ATR * Multiplier)".

Example
Let's say you enter a long position at 107.50, and the ATR is 0.30. If you decide on a 2x ATR stop loss:
e ATR-based Stop Loss: 107.50 - (0.30 * 2) = 107.50 - 0.60 = 106.90

This stop loss will adjust according to the market's volatility, allowing the trade some room to move
within the expected range while protecting you from excessive loss.

Visualization

Let's calculate and plot the ATR-based stop loss for the last trade in your data to demonstrate how it
would have worked.
Last Trade with ATR-Based Stop Loss
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ATR-Based Stop Loss Explanation
In the chart above:

* The red dashed line represents the ATR-based stop loss, calculated as 2 times the ATR value
subtracted from the entry price.

e The ATR value used in this calculation is approximately 0.048, and with a 2x multiplier, the stop
loss is set at 107.725.

Key Points:

e ATR Value: The ATR value of 0.048 reflects the average volatility over the recent periods. This
means the asset typically moves around 0.048 units during each period.

o Stop Loss: Based on this ATR value, the stop loss was set at 107.725, slightly below the entry
price. This stop loss would have allowed some room for normal market fluctuations while
protecting against larger moves against the position.

Conclusion

Using an ATR-based stop loss can be a dynamic way to manage risk, as it adapts to the current market
volatility. In this case, the ATR-based stop loss would have allowed you to exit the trade earlier,
potentially minimizing the loss.
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