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1. Overview

The Donchian indicator shows Donchian channels: the high and low of the previous N bars.

https://en.wikipedia.org/wiki/Donchian_channel

In addition to the classic Donchian calculation, the indicator also has three other options:
average (mean) of the highs/lows; mid-point of the highs/lows; and lowest-high rather than
highest-high.

You can also choose to expand (or contract) the Donchian channel: by a fixed percentage, or
a price amount, or a multiple of ATR or SD.

You can also turn on pop-up alerts when the current price breaches the high or low lines.

2. Using the Donchian indicator

2.1 Adding the indicator to a chart

You add the Donchian indicator to a chart in the usual MT4/5 way, either by dragging it
from the Navigator onto a chart, or by double-clicking on it in the Navigator. You can also
use standard MT4/5 features such as adding the indicator to your list of Favorites, or
assigning a Hotkey to it.

2.2 Timeframe

By default the indicator will be based on the same timeframe as the current chart, and will
change if you alter the chart’s timeframe.

However, you can use the Inputs tab to make the indicator use a higher timeframe (but not a
lower one). For example, you can show the D1 Donchian high and low on an H1 chart.

2.3 Bars and shift

You use the Inputs tab to tell the indicator how many bars to include, and how many bars to
shift back by. The classic Donchian values are 20 and 1: use the last 20 bars up to but
excluding the current bar. (If you set the shift to zero then the current bar’s high and low are
included in the calculation.)
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2.4  Type of calculation

The classic Donchian calculation is to take the highest-high and lowest-low of the selected

range.
However, the indicator also provides three other calculations:

e Average (mean) of the highs and lows

e Mid-point of the highs and lows, i.e. halfway point between highest-high and lowest-
high, and between lowest-low and highest-low

e Lowest-high and highest-low

2.5 Expanding the range

You can tell the indicator to expand its high-low range. You choose a mode on the Inputs tab,
and an amount to expand by (which can be negative in order to contract the range rather than
expanding it).

The expansion modes are as follows:

e Percentage. The high is increased by N% and low is decreased by N%. (Therefore, it
you set the parameter to 10, the total high-low range is increased by 20%.)

e Price amount. You set the parameter to a value such as 0.0010, and this is added to the
high and subtracted from the low.

e ATR multiple. The high is increased and the low is decreased by the specified
multiple of the ATR for the period.

e Standard Deviation multiple. The high is increased and the low is decreased by the
specified multiple of the SD for the period.

2.6 Colours

You set the colours and style for the Donchian lines in the usual way, using the Colors tab.
However, you can also use the Inputs tab to tell the indicator to draw the Donchian channel as
a filled histogram instead of as lines.
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2.7 Alerts

You can turn on pop-up alerts when the current price goes beyond the high or low values.
The indicator will only generate one alert per bar (treating the high and low independently).
For example, if the high is breached, then the indicator will not issue another alert about a
breach of the high before the start of the next bar.

Legal: HF Markets (SW) Ltd is incorporated in St. Vincent & the Grenadines as an International Business Company with
registration number 22747 IBC 2015.

Risk Warning: Trading Leveraged Products such as Forex and Derivatives may not be suitable for all investors as they carry
a high degree of risk to your capital. Please ensure that you fully understand the risks invalved, taking into account your
investments objectives and level of experience, before trading, and if necessary, seek independent advice. Please read our
full Risk Disclosure that can be found on our website under About -> Legal Documentation.

Disclaimer: This material is provided as a general marketing communication for information purposes only. Nothing in this
communication contains, or should be considered as containing, an investment advice or an investment recommendation
or a solicitation for the purpose of buying or selling of any financial instrument. We make no representation and assume
no liability as to the accuracy or completeness of any information provided and we shall not be held liable for any loss
arising from any investment made based on the information provided in this communication. This communication must
not be reproduced or further distributed without our prior written permission.
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