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Disclaimers

NFA REQUIRED DISCLAIMER:

FOREX (CURRENCY) TRADING HAS LARGE POTENTIAL REWARDS, BUT ALSO LARGE
POTENTIAL RISK. YOU MUST BE AWARE OF THE RISKS AND BE WILLING TO ACCEPT THEM IN
ORDER TO INVEST IN THE FOREX MARKET. DON'T TRADE WITH MONEY YOU CAN'T AFFORD
TO LOSE. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE DISCUSSED ON THIS PRESENTATION. THE
PAST PERFORMANCE OF ANY TRADING SYSTEM OR METHODOLOGY IS NOT NECESSARILY
INDICATIVE OF FUTURE RESULTS.

CFTCRULE 4.41

HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN LIMITATIONS.
UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT
ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT BEEN EXECUTED, THE RESULTS MAY
HAVE UNDER-OR-OVER COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET
FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL ARE
ALSO SUBIJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT.
NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE
PROFIT OR LOSSES SIMILAR TO THOSE SHOWN.

All rights reserved. Copyright ©2010-2011-2012-2013-2014 SteadyOnFx s.r.l. Italy
http://www.steadyonfx.com

Microsoft, Windows, and Windows Server are either registered trademarks or trademarks
of Microsoft Corporation in the United States and/or other countries.

MetaTrader is a trademark of MetaQuotes Software Corp.

A special thanks to Peter Guldberg for the proof-reading of this manual.
Every error you will find on these pages was added after his work ;)

The information contained herein is provided with the best knowledge of our Company and our
trading experience with Experts Advisors. SteadyOnFx s.r.l. assumes no liability for inaccuracies
or omissions of any kind.
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Terms of Use

a)

b)

c)

d)

f)

g)

h)

j)

k)

The end user of this product assumes full responsibility for every action and transaction
resulting in a profit or a loss, and fully agrees to indemnify SteadyOnFx S.R.L. from any liability
arising directly or indirectly from its correct or incorrect usage.

This product is developed and tested with the maximum accuracy and care, however, like every
other program, it may contain software errors (bugs) that may directly or indirectly cause a loss
of money. In evidence of errors, SteadyOnFx S.R.L. will repair or replace the software at no
charge. If SteadyOnFx S.R.L. cannot repair or replace it, SteadyOnFx S.R.L. will refund the
amount shown on your receipt for the software.

It is the responsibility of the customer to install and maintain the latest version of this product.

In order to properly work, this product must be authenticated by the SteadyOnFx S.R.L.
authentication server. SteadyOnFx S.R.L. is not liable for any authentication server failure.
SteadyOnFx S.R.L. will of course work to restore the authentication server’s function to its
normal state.

This product is licensed for a limited time period, on a limited number of trading accounts, on a
limited number of computers as stated in the purchase invoice.

This software, this manual and everything installed on the customer’s computers is an
intellectual property and copyright of SteadyOnFx S.R.L. and must not be changed, decompiled,
or reverse engineered. This includes all delivered files, such as the .ex4 expert and the
executable .exe file.

You may not resell or replicate trades generated from this trading system via any means,
including but not limited to local and Internet-capable trade copiers, ZuluTrade©, etc.

This product cannot be used to trade on MAM-PAMM (Multi Account Manager or Percentage
Allocation Management Module) accounts without an explicit written permission by
SteadyOnFx S.R.L.

It is the responsibility of the customer to read and understand the product manuals in their
entirety.

The use of the product implies that you have carefully read and understood every point of
these terms of use, and that you have accepted to be bound by these terms.

By installing the product for the first time you accept all of these terms. If you do not accept
them, do not use the product. Instead, return it to the retailer for a refund or credit.

SteadyOnFx | Money and Risk Management
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Night Channel Trader — basic concepts

This expert advisor uses a strategy based on nightly price retracements during the Asia trading
session. At its core, the strategy consists of placing two pending (limit) orders above and below the
start price.
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Figure 1 chartof July 2011, with buy limit, sell limit.

Limit orders are defined in MetaTrader as orders that are contrary to the price movement. In other
words, a buy limit is placed below the current price and a sell limit is placed above the current
price, as shown in Figure 1. A buy limit order can only be executed when the current market price is
at or lower than the limit order price, and a sell limit order can only be executed when the current
market price is at or higher than the limit order price.

Limit orders are effective when the price retraces from an original point. Often during the Asia
session many currency pairs will retrace from the main trend established during the previous
sessions. This strategy is optimized for GBPUSD, but it is not limited to this pair and may be
adapted to virtually any currency. However, it is optimized for GBPUSD volatility and price
movements.

After sending the first two pending orders that are placed above and below the current market
price, analysis of later price movement determines the next course of action. If a downward price
movement triggers a buy limit and later moves into profit, the expert advisor monitors the gain
and does not issue additional orders until the current order reaches the appropriate take profit
target that has been set.

If the price continues to decline, the expert advisor will send an additional buy-stop order to buy
below the price of the previous buy-limit assuring that it will be triggered only when a price
movement in the right direction occurs.

It is important to note that the strategy does not incorporate a concept of stop-loss or take-profit.
The closure of a profit takes place either when the overall gain of the orders reaches zero, or at the
level of the minimum profit target. The closure of an overall loss can occur if the external
parameters that are set to limit a certain level of drawdown are reached based upon the open
orders.

The expert uses a trading averaging order placement, where it will continue to place the same type
of orders, even if preceding orders experience an unrealized loss. For example, in a downtrend, it
will continue to place buy orders. The averaging order placement approach increases the open
positions, with the expectation that the market price will turn favorable to the existing orders.
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Some people think that this approach requires placing successively larger orders when the price
moves unfavorably against an open order. However, there is no real difference in placing more
orders of the same size against the prevailing trend, or placing fewer orders of increasing size
against the prevailing trend. The end result is the same: a drawdown until the price retraces.

Money and Risk Management

To mitigate the risk of having too many open positions in drawdown the following strategies are
used for money management:

a)

b)

d)

e)

f)

Limit the maximum number of orders sent of the same type. After reaching a maximum
number of orders, suspend the sending of additional orders.

Orders averaging. Unlike the classical Martingale strategy, this expert advisor does not
increase the size of the orders submitted, but instead allows many "levels" of open orders
with drawdown content. This forces having to wait for more retracements to bring the sum
total of the positions to a profit, yet also mitigates a shortcoming of the Martingale
strategy.

Trailing stop orders. After the first two limit orders placed at the start of the trading
session, all further orders will be of the “Stop” type that will be trailed near the market
price. These pending orders will be triggered at the first price retracement, which will
permit them to be placed at a better price than if using a fixed predetermined distance
from the price.

Break-even target. When reaching a preset number of same direction orders that have
been sent (2), the expert will not wait to reach the profit target set internally (15), but will
instead close all orders as soon as they reach break-even overall.

Minimum time between sending an order and the next. In the presence of very fast
movements of the price, the expert will, instead of sending pending orders placed precisely
at a fixed pip value set, wait until complex internal conditions are met. This approach
reduces the number of open levels in the presence of fast price movements by reducing
the drawdown in these situations.

Assuming particular sessions as more risky. The software will trade at a reduced lot size of
50% of the maximum during these sessions. This type of trading is defined as “Safe Mode”
because the reduced Money Management makes these trades more safe.

SteadyOnFx | Money and Risk Management
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Figure 2 Trending price action

rigure 2 shows the start of a strong bullish trend at night, which is exactly the opposite of what
happens in most cases. Note that the first buy limit order on Oct 14 has never been activated
because the price increased sharply. NightChannel, placing orders in particular price zones (where
a high probability of retracement is present), has (in this backtest chart) been able to close all open
positions at breakeven, avoiding a loss.

The expert checks for open orders (not opened by itself) and drawdown before starting a new
trading session. If a drawdown exists (not generated from trades of NightChannel), and exceeds
the drawdown threshold of 20%, the expert will not start a new trading session. This is for two
reasons. First, if the account is already in drawdown, it is useful to have margin available to support
the period of time it takes to move back into positive territory or breakeven. Second, the expert
may create another drawdown set of trades in a new session, making the situation worse.

Times of Operation

The system operates during the Asia trading session, which takes place 9 P.M to 2 A.M. without
DST and 8 P.M. to 1 A.M. with DST (European zone), please note the “wrong” (but intentional) DST
correction. All times are UTC.

Because the system is based on the concept of retracements at night, the exact time of trading
plays a crucial role, so please do not change the trading hours if you are not completely certain of
how it impacts the strategy. The first orders are placed only at the start time, and are cancelled if
not filled by the end time. However, if orders are open at the end time threshold, the expert
continues to trade regardless of the time until all orders are closed.

In backtesting results, some trading sessions lasted over a week before all orders were closed
under the current rules of the expert advisor. In most cases, if orders do not close on the same
night, they will close during the following London morning session.

The program will stop trading after reaching the first gain in a night session of trading. The expert
will not trade on Friday evening before the markets close or after the markets open on Sunday to
Monday night.

Reaching the profit target (15 pips) computed on the base order lot size, the expert advisor will
activate an internal trailing stop at a level equivalent to 5% of the amount of pips gained, below
the current price, so that 95% of the profit in the position will be protected and the upside will still
be, in theory, unlimited.

All trades during Wall Street Holidays and also during the period from Christmas to New Year will
be considered Safe Trading Mode by the expert.
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News Filter

The expert also will activate the Safe Trading Mode in the presence of macroeconomic news
related to GBPUSD and EURUSD within a certain number of minutes (240) between the news
event. News are downloaded from http://www.forex-tsd.com/, a very interesting website about
Forex.

Logging
The expert can generate a log file, useful for statistical purposes, that contains the state of
operation. This log file will contain a new line for each new time period of 15 minutes.
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Setting External Variables

When you attach the expert to a chart, it is possible to modify the operating parameters by
changing the external variables specified in the expert advisor. You should change these only after
careful consideration, and if clearly understanding the meaning of the parameters and how they
interact with each other.

The variables are formatted in different colors based on their importance to the operation of the
trading strategy. The following colors are used:

In red are indicated the parameters that, if modified, can significantly alter the operation of
the program or risk management of trading and profitability.
. parameters do not alter the basic operation of the strategy, yet will affect the
profitability.
* In green are shown the parameters that do not affect the operation of the expert but do
affect ancillary functions such as viewing.
The parameters presented are those that provide the best performance for those who wrote the
program, but the values shown below may differ from those included by default in the expert. If
the default values differ from the values below, the default values present in the expert should be
kept because they provide the latest updates that work with the expert as a whole.

Please note that, using default values, the expert sends orders of the minimum lots size permitted.
The user must choose a MMPercent value over 0.0 according to his risk management.

Variable Details

MMPercent = 0.0, percentage size of the orders based on account balance if “MMCode” contains
the right code. The order size is set in proportion to the available balance, without using the
concept of stop-loss, so there is a linear relationship between MMPercent and the calculated order
size. This parameter is internally limited to 50 as the maximum value. (For the "Balance" value, the
minimum value of Balance or Equity of the account is used). In order to apply the same
MMPercent as in previous versions, the old MMPercent value should be multiplied by 50. For
example, if the MMPercent value used in previous versions was 0.25, it should now be 12.5 to
trade with the same amount of risk.

Bal *MMPercent
atance * —e600.0

LotSize =
25 * PipValuelnDepositCurrency
SafeTradingEnabled = true, if set to true the software will start trading sessions with a safe
reduction of Money Management. During these sessions (if enabled) the size of the orders will be
reduced to a percentage equivalent to the value in the next parameter.

SafeTradeMMPercRatio = 30, if SafeTrading conditions are met, the MMPercent value will be
reduced to this percentage of its original value. The maximum allowable value is 50.

NFAComply = false, if set to “true” the trading will comply with NFA regulations such as the Fifo
rule and the NoHedge rule, according to the US regulations.

DrawDownPercToStopLoss = 55, percentage of floating drawdown of the balance where all open
positions will be closed in loss, optionally if “NFAComply” is set to “false” and
“StopLossWithHedge” is set to “true”, a hedge order will be sent that will “freeze” the drawdown.
This could permit experienced traders to recover the drawdown.
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StopLossWithHedge = true, if set to “true” the software will send a hedge order when the
drawdown reaches the percentage value in “DrawDownPercToStoplLoss”, if the “NFAComply”
parameter is set to “false”. After sending the hedge order the expert will stop operations on the
pair. If the trader decides to operate manually on the account, it will be necessary to remove the
expert advisor from the chart.

MaxSpread = 3.0, maximum acceptable spread by the expert for starting a new trading session.

= 5460182, Magic number for limit and stop orders to support operations of the basic
strategy.

= 5460183, Magic number for hedge orders.

= true, if true, the expert will check for news from the forex-tsd Website, and apply
the SafeTrading Mode if there are news.

ShowNews = true, if true, the expert will show on the chart the news that are related to the
trading pair.

RoundLotCommissions = 0.0, some brokers do not charge trading commissions to the trade itself,
but charge commissions with a different transaction after the trade is closed. If your broker use
this type of commissions charging inserting the round lot commissions value inform NCT of order
costs. Leave at zero if your broker don't charge commissions or if are correctly applied to the trade
as expect in MetaTrader platform.

MMCode, in order to trade using an MMPercent value different from zero, it is requested to insert
in this field a special code : “f7wkks4k2mhwjs8b3q “ This code is requested in order to make sure
that the request of using the Money Management value is not incidental.

SendEmailOnEvents = false, if true NCT will send an email on major trading events using MT4
email configuration.

WriteLog = false, if true, it generates a CSV log file in the expert/files directory

10 SteadyOnFx | Money and Risk Management
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Risk Assessment for Changes to External Variables

Many factors contribute to the overall functionality of the expert, and it is useful to understand the
risk factors involved. This section discusses key variables and the consequences of changing the
default values.

Automatic Money Management is a function that is rarely found in expert advisors that uses a
trade averaging system. It enables the expert to independently calculate the size of orders that will
be sent in a trading session based on the balance. Using constant size lots, in backtesting, it is not
possible to adequately highlight critical situations, because the gain of the trades is added to the
capital account and it is not easy to detect when a drawdown would have occurred, because the
initial money is added to the profit from trades. This feature (compounding) maintains the risk of
operation constant, cancelling out the effect of the gains obtained during the test period. So first,
in backtesting, one needs to verify the uniformity of risk throughout the period of operation.
When using it in a real account, consider that the same risk will always be achieved regardless of
the capital.

This does not mean that NightChannelTrader will increase the lotsize of successive orders after the
first. The lotsize will always be the same for a trading session. If further orders are added, they will
be of the same size as the first order sent.

In the event that the MM calculates a lot value, and this value is less than the minimum lot size
available on the trading platform (e.g. calculated value is 0.03 standard lots, but minimum trading
lot size of the account is 0.1 standard lot), the value of the lot will simply be corrected to that
minimal permitted value, and an asterisk will be added on the chart after the lot trading size,
indicating that the expert advisor is using the smallest possible value of the platform, and that the
risk will obviously be more than the requested risk.

DrawDownPercToStopLoss, the default parameter of 55 met the condition that the stop-loss was
never hit when executing a backtest from January 2006 till December 2013 with a MMPercent of
50 and SafeTradeMMPercRatio set to 50. If a lower value of MMPercent is used, this parameter
should be linearly reduced accordingly.

Risk general considerations.

The trader must keep in mind that if increasing the MMPercent value, the
DrawDownPercToStoploss should also be increased accordingly. This is because the concept is
always the same : more risk = more drawdown = more gains.

There is no trading system where this simple equation is false.

Backtesting this expert, we have found that from 2006 to 2013 there is a relationship between
MMPercent and maximum drawdown encountered.

A trade averaging system must be carefully tuned with respect to money management and
drawdown self-stop value.

For example, if a trader adopts a money management that statistically faces a drawdown of 45%
every 3 months, gaining 20% every 3 months, it would not be profitable to set a “safe” percentage
of self-closing orders at 40%.

This is because about every four months the system will lose 40% but the profitable periods will
consist of gains of 20%. This means that the equity curve will look like a declining saw tooth over
time.
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Figure 3 — Declining saw tooth

Obviously such a risk reward is not good.

Backtesting NightChannelTrader with high quality data tick by tick and variable spread we have
found these values in the period from 2006-01-01 to 2014-01-04, see Table 1.

Start balance End balance MMPercent Safe Trading Enabled SafeTradeMMPercRatio Max DD % DrawDownPercToStopLoss
2500.0 22,999.82 17.5 true 50 15.9 17.5
2500.0 1,790,181.00 75.0 true 50 68.16 75.0

Table 1 - MMPercent vs Max DrawDown

This means that (using a fixed reduction rate of 50% under SafeTrading conditions) the maximum
drawdown is almost linearly related to MMPercent.

The MMPercent value will give us an approximation for this period of the Maximal DD %. In order
to avoid NCT stopping itself out it would then be sensible to set the DrawDownPercToStopLoss to a
value somewhat higher than the theoretical Maximal DD %.

Also, this is a backtest from 2006 to 2013. That does not mean that NightChannel trader will not
encounter different market conditions in the future that would mean a bigger drawdown.

Minimum account balance
There is also another very important consideration with respect to the minimal starting balance of
the account.

If the minimal lotsize of the trading account is 0.01 standard lots (1 Lot = 100.000 USS) there will
be a minimum account balance needed in order to be able to trade with the desired MMPercent
risk value.

The concept is that when reducing the desired MMPercent (and the related risk) a smaller order
size will be required. But the order size cannot be less than the minimum platform LotSize, which is
normally 0.01 lots. Therefore, if the account has a too small balance the advisor will end up taking
more risk than it is supposed to, because it defaults to the minimum lot size.

So we can write a simple table that relates the minimum possible trading risk to the account
balance. You will see in Table 2 that the very simple and known equation that says : “more balance
= less risk” holds true here.
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Minimum lotsize Account balance in Minimum
uss MMPercent
0.01 250 50
0.01 500 25
0.01 1,000 12,5
0.01 2,000 7,5

Table 2 - Minimal balance related to risk

The “Minimum MM Percent” must also be considered with the SafeTradeMMPercRatio setting in
mind.

In normal risk trading the MM percent will be the value of the parameter MMPercent, but in
SafeTrade mode the MMPercent will be reduced to MMPercent * ( SafeTradeMMPercRatio / 100 ).
So, if we apply this reduction to the risk in Table 1 we find that in order to trade with a MMPercent
of 17.5 and with a reduction to 30% in SafeTrading, the final MM in SafeTrade mode will be 5.25.
Then the required minimal balance in USS in order to trade with that risk, will be 2,380. This is the
formula in order to calculate the minimum required balance related to the preferred minimum risk
: MinBalance = MinLot * ( 25 * PipValue) / (MMPercent / 5000.0)

For the GBPUSD pair the PipValue (value of 1 pip in the deposit currency for a full lot traded) is
10.0 USS for a USD based account. The MinLot is 0.01 with most brokers.

Trading considerations
Night Channel Trader is a piece of software created in the year 2010, the trading strategy has been
refined since then and there are no “strange” or “unwanted” operations in its trading style.

So, please, do not be surprised if you see “only” one open order for days in a drawdown state, this
expert advisor is very far from a high frequency trading strategy or even from a “simple” scalper.

The goal of NightChannel is to create a smooth equity line and the “time” factor has been very
weighted in the design of the trading strategy. The result is an expert advisor that has no hurry to
close trades, so a trading session can last over a week.

We have seen that it is not simple, for a trader, to withstand seeing a floating drawdown on his
account. This is because, in our experience, the psychological approach needed by the manual
trader is not so different from the one needed by the trader who employs trading software. The
temptation to manually act on the account is often very strong, but it is rare to find experienced
traders who know what to do in all trading conditions. In some cases, users who adopt automated
trading systems are not very good at trading manually, but in many cases they do manual
intervention over automated trading systems.

These actions can be profitable if the user is an experienced trader, otherwise it will be not
profitable at all, if the user does not have clear ideas about managing the many trades opened.

13 SteadyOnFx | Money and Risk Management



NIGHTCHANNELTRADER — USER GUIDE -V 3.3.0.0 STEADYONFX

Backtesting

MetaTrader 4 enables you to perform backtests based on historical data for the currency pair of
your choice. The system is used to search for optimized parameters for the functioning of the
expert based on historical data. This expert advisor has already been optimized for GBPUSD.
Backtests were performed on historical data provided by Dukascopy.com , a renowned Swiss
broker, using real tick by tick data.

Dukascopy data are commonly viewed as accurate and complete, providing an excellent level of
backtesting (for an expert advisor like this). Therefore, it is considered useless, and in some cases
harmful, to try different parameters than the default ones, even taking into account the inherent
backtesting challenges of the MetaTrader platform. Because issues exist with the backtesting
mechanism, knowing them and accounting for them during backtesting is crucial to obtaining
meaningful results.

In backtesting it is assumed that quotes are UTC without DST, it is mandatory.

Error Messages

The expert can display error messages that can appear under certain conditions. The following are
explanations for the most important messages.

* You must set \"Allow DLL Imports\" ON in menu Tools => Options => ExpertAdvisors!
Go to Tools > Options, and make the necessary changes.

e Error closing order on XXXXXX !

* Trade is not allowed!

e Trade context is busy!

Not a real mistake, because MT4 does not allow multiple programs to interact with it. This
message indicates that there is a failure to operate because a different (or manual)
operation is occupying the channel trading. Free the channel and retry the operation.

* Trade server is busy. Retrying.

e Broker is busy. Retrying.

e Trading subsystem is busy. Retrying.

* Trading is prohibited

e Error, one of the two orders is no more present! Abort closeby!

e Error xxxxxxxxxx sending xxxxxxxxx order!

* Not enough money to send order xxxxxxxxxxxx of size xxxxxxxx lots!
e Error: NightChannelTrader.exe not found

e Error: NightChannelTrader.exe corrupted

e Malformed client data while sending

e Unknown response from server while sending xxxxxxxxxx. Response= XXXXXxx

e UnPack error: empty message
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e Client version and server version do not matching: possible corrupt installation!
e Generic error while launching NumberOne.exe, error code=[error number]

* Terminal.exe not found

¢ Terminal.exe synch parity failure, octal code = [a number]

e NightChannelTrader H octal error = [a number]

¢ Unknown H error = [ a number]

* initialization abort

¢ account switch error
e Critical transmission error
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Synchronizing Computer Clock Time

The expert will use the hours as indicated by the external variables without further corrections.
This means that the computer clock must be kept as accurate as possible.

Every day NightChannelTrader verifies (using an external internet time source) that the UTC
computer time is inside a maximum error of +- five minutes, if the error exceeds these ten
minutes, NightChannel will not trade.

Because Windows does not guarantee an excellent precision of the computer time, you can
download and install the free program "About time" from the following site:
http://arachnoid.com/abouttime/index.html.

While there are other programs, we recommend this synchronization tool because it is lightweight,
freeware, no advertising and performs well also on Windows 7 and Servers. Figure 4 shows a
screenshot of About Time with relevant settings.

'@ AboutTime438 =R =<

 Control/Time Clienll Time Hosts l Time Servers Options | Help/AboutI

Time Client Options

v S
v Proxy/Firewall Service Ports

v Set time when starting
™ Exit after setting time D.aytm/TCP |13
¥ Start hidden Time/TCP 37
[V Puticon on system tray Time/UDP W

™ Log on if required SNTP r

™ Log off after getting time

| Set Default Values |

- minute intervals

Figure 4 About Time program settings

It should be launched automatically when Windows starts by placing a link to the program in the
Start menu\Programs\Startup folder.

Final note

When you purchased the license of this expert advisor you paid with real money, it’s our will and
our real interest that you could also gain real money with a wise use of it, every advice written in
this manual has only this simple purpose.

Disclaimer

The information contained herein is provided with the best knowledge of our Company and our
trading experience with Experts Advisors. SteadyOnFx s.r.l. assumes no liability for inaccuracies
or omissions of any kind.
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