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DISCLAIMER 
 
The contents of this document are for information and education purposes only. 
TC Markets Ltd is simply providing information on trading related concepts that is 
designed to broaden the readers trading horizons and should in no way be seen 
as investment advice. The reader accepts that trading of any kind carries a high 
level of risk and that a trader can lose more than they put in. All trading and 
investment decisions are that of the reader, 

 
 
HOW TO TRADE OPEN RANGE BREAKOUTS 
 
Trade a Breakout of the Overnight Trading Range 
 
The 24-hour Forex market is divided into 3 distinct trading sessions: Asia, Europe 
& the USA. The Asian session is typically characterised by lower volatility than that 
of the European and US sessions. As a result, you will often be presented with a 
well-defined trading range from which you can trade a high probability breakout. 

Breakouts are momentum-based trades that are designed to help you profit from 
the directional moves outside of a range bound or low volatility market. This 
strategy is a great set and forget Forex trading strategy that can help a new or 
struggling trader generate some fairly straight forward profits. 

 

Forex Pairs and Chart Setup 
 
Although in theory you can utilise this strategy on any currency pair, the reality is 
that it does work better with some pairs. Essentially to be successful trading this 
strategy you need to find a pair that doesn’t move a lot during the Asian session, 
so from that perspective you will find that the Asian currencies (AUD, NZD, JPY) as 
well as the more liquid EUR and GBP pairs do not present you with as many high 
probability opportunities as pairs like the USD/CHF or CAD/CHF might do. 

The other consideration when looking for a pair to trade is of course spread. This 
is a day trading strategy, which means your stops and targets are not going to be 
all that far away, meaning that you can’t have a large spread because it will eat 



 

 

into your profits and cause your risk to reward ratio to skew. We typically would 
not consider day trading a pair that has a spread that is larger than 2 pips. 

From a chart setup perspective, we do not use any indicators. This is very much a 
price action-based strategy, so we like to keep the charts as clean as possible. The 
time frame we use is 5m. The idea with this is that we like to see enough price 
action to be able to clearly identify the overnight movement and support and 
resistance levels, but not so many bars that things start to get messy. 

 

 

Identify an Opportunity 
 
With all strategies the first thing we need to look for is a high probability trading 
opportunity. What constitutes high probability for this approach is a nice narrow, 
but well-defined range. I know the next question is how many pips is considered 
narrow and unfortunately this really depends on the pair that you are trading.  

Although I would say that the best way to look at it is in the context of recent price 
action. So, if an average daily range is 100 pips, then I would be happy enough 
with a range of around 30 pips, so approximately one third of the average daily 
range. Having said that, there might be times when a larger range is acceptable, 
so don’t take that as a set-in stone rule, this part will come with experience and 
back testing. 



 

 

We also do not want wild overnight swings and trending price action. We really 
want to see that the overnight trading has been pretty much sideways. 

Here are some examples of acceptable ranges. 

 

 

 

As you can see these ranges are fairly narrow and although the first one has an 
initial swing up, it is by no means a wild swing and the price then quickly settles 
into a trading range. 

What we don’t want to see is big swings in either direction and/or a directional 
move in either direction. 



 

 

 

Here are some examples of unacceptable trading ranges. 

 

 

 

If you compare these ranges to the previous ones you can see that they are either 
extremely wide with big swings in both directions or contain a gradual directional 
movement.  

The key with any trading strategy is to find a way of identifying a move before it 
happens, and the most effective way that we have found to do this is to find a 



 

 

change in state in the markets. That is the reason that using wide trading ranges 
or directional usually makes it harder to make money with this strategy, because 
it is harder to identify the state change. 

In terms of the technical application of the range, you simply look at the price 
action from 10pm UK time to 7am UK time and place a horizontal line at the 
highest point and an additional one at the lowest point.  

In some cases, you may find that the Asian session starts with a spike and then 
the shortly after the market settles into a narrower channel. In these instances 
you can make a judgement call to only look at the narrower range and ignore the 
initial spike. 

 

Entry, Targets and Stop Losses 
 
This part is easy as it is simply a case of inputting your orders and then walking 
away. Your entry will be 3 pips above the high or low of the range. So, if for 
example your range high is 0.9066, then your entry order would be set at 0.9069. 
If your range low was 0.9048 then your entry order would be set at 0.9045. 

Your stop loss would be set at 3 pips on the other side of the range. If we use the 
example above and we look at a breakout to the upside at 0.9069, our stop loss 
would be at 0.9045 which is 3 pips below the bottom of the range. 

Your target is simply the same pip distance as your stop. So, in this case where 
you have a stop loss of 24 pips, your target would be set at 0.9093 which is 24 pips 
away from your entry. 

The opposite would be true is you were looking to sell the market. Your stop loss 
would be 3 pips above the high of the range and the target calculated accordingly. 

This approach allows you to establish a healthy 1:1 risk to reward ratio, which 
then means you just need to work on ensuring your win rate is above 50%, which 
is more than possible with this strategy. 

Here are a few examples of trades that you could have taken with this approach. 



 

 

 

 

 

Initially you will have orders to enter on both the buy and sell side of the market, 
but once you have been entered into the market in either direction, you should 
then remove the order opposite entry order. 

Once you have gained some experience with your trading, you can further 
enhance your win rate and overall profitability by taking a directional view on the 
market that you are trading and essentially trading in the direction of the overall 
trend. 


