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RISK DISCLAIMER
There is a very high degree of risk involved in trading. Past results are not indicative of future returns.
Tradingpub.com and all individuals affiliated with this site assume no responsibilities for your
trading and investment results. The indicators, strategies, columns, articles and all other features
are for educational purposes only and should not be construed as investment advice. Information
for futures trading observations are obtained from sources believed to be reliable, but we do not
warrant its completeness or accuracy, or warrant any results from the use of the information.
Your use of the trading observations is entirely at your own risk and it is your sole responsibility
to evaluate the accuracy, completeness and usefulness of the information. You must assess
the risk of any trade with your broker and make your own independent decisions regarding
any securities mentioned herein. Affiliates of tradingpub.com may have a position or effect
transactions in the securities described herein (or options thereon) and/or otherwise employ
trading strategies that may be consistent or inconsistent with the provided strategies.
Privacy Policy
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HOW TO GET THE MOST OUT OF THIS BOOK
Thank you for downloading “My Top Charting Techniques by 6 Incredible Traders”. This book is
designed for beginning, intermediate and advanced traders. The presenters in this book are leading
experts in trading Stocks, Options, Futures and Forex markets. As a bonus, you will also be exposed
to a chapter with 30 tips on how to overcome trading fears.
As you read this book, you will be exposed to multiple strategies that have high probabilities of
success and/or high profit. Most of the strategies in this book is divided into three sections:
• “THE GAME PLAN” – An introduction to a charting technique. The strategy is then thoroughly
explained along with illustrations and examples.
• “THE MOVIE” – Once you have read the chapter, you can view the complete webinar on the
strategy. You will gain a better understanding of the strategy along with multiple examples not
covered in the chapter. In some cases, the presenter switches in to live trading to demonstrate the
strategy in action. In many of the webinars, the presenter also fields questions from attendees.
• “SPECIAL OFFERS” – If you really like a strategy, you can follow the presenter and the strategy.
There are thousands of dollars’ worth of trading tools, indicators, training and mentoring services,
books and videos available at steeply discounted prices.
In short, you will have all of the information you need to trade your new favorite strategy tomorrow.
Some of the things you will learn in this book are:
•
•
•
•
•
•

How to trade off the S&P 500 opening range
How to accurately draw trend lines for uptrends and downtrends
How to use Swing Charts to make trading decisions
How to use Elliot waves and Fibonacci retracements
Understanding how to trade using the Ichomoku Cloud.
And much more

At TRADINGPUB, it is our sincere hope that you take away several strategies that you can use when
you are done reading this book. You will also learn about markets that you currently don’t trade, and
you will find out if they are suited to your trading personality.
Finally, make sure to subscribe to TradingPub. We provide FREE ebooks, webinars, on-demand
videos and many other publications for active traders in all of the markets. Our presenters are
world-renowned industry experts and our content is provided free of charge in a relaxed and friendly
setting. Cheers to your trading success!
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HOW TO "BUY LOW" FOR BIGGER PROFITS,
LESS STRESS, AND MORE ENJOYABLE TRADING
By Geoff Bysshe,
MarketGauge.com

BIGGER PROFITS ARE EASIER WHEN YOUR
TRADES ARE IMMEDIATELY PROFITABLE
Welcome, if you’re a day trader, swing trader or options trader this ebook is for you because…
You’re about to discover a focused approach to anticipating the markets’ next move, along with trading tactics
that lead to immediate profits and trade entries you can be confident in trading whether you are a new trader
or have years of experience.
Think about how you feel, and how you tend to trade, when a new trade is substantially profitable immediately
after you enter it.
Now contrast that feeling with how you feel, and tend to trade, when the market is about to close and you’ve
been in a trade for a few hours that is trading at a loss.
If you’re like most traders the immediately profitable trade creates a desire to “trade this one right”. Your
thoughts are on how to make the most of the apparent opportunity. You’re also enjoying trading.
The losing trade scenario, on the other hand, is disappointing. You’re more likely to be thinking about how
to change the trade, rather than confidently sticking with your initial plan. This is common even among
experienced and disciplined traders who know that losses, when managed properly, are not a problem.
Regardless of our trading style or instrument (day trading, swing trading, investing, stocks, ETFs, options, forex,
etc.) I believe that we all enjoy trading more when our trades are immediately profitable.
More importantly, I also believe that immediate profitability makes it easier to be more disciplined, which in
turn leads to more trading success.
Immediate profits are only one important result of having great entry strategies and tactics.
Even more important than immediate profits is having enough confidence in your trade to ensure you trade
with discipline. When you have enough confidence in your trade, “immediate” profits becomes a relative
term. This means that even if a trade initially trades at an unrealized loss, you won’t have that feeling of
disappointment.
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HOW TO CREATE THE CONFIDENCE IN YOUR TRADE THAT ELIMINATES
THE FRUSTRATING FEELINGS OF UNREALIZED LOSSES AND REDUCES REAL LOSSES!
Successful traders confidently believe they are doing the right thing when they take a loss.
Since beginning my trading career in 1990 on the floor of the New York commodities exchanges, and spending
years in a multi-billion dollar hedge fund, I’ve worked with hundreds of professional traders and thousands
of active individual investors. In this time I’ve found that confidently taking a loss is a common theme among
successful traders at every level – floor traders, fund managers, and active individual traders.
One goal of this ebook is to show you how you can have the confidence of a pro in determining and executing
on your stop losses, so you can improve your profitability. There are several ways to accomplish this level of
confidence, but this book is narrowly focused on very a specific way of identifying great trade entries with
stops you can have confidence in.
A great trade entry is one that has a risk level (a stop loss) has three important qualities:
1.You believe that you should exit the trade when the stop level is hit. This leads to consistently
executing your plan.
2.The potential loss is small relative to the expected return when profit targets are hit. This leads to
more profitable system.
3.The frequency of getting stopped out is in line with frequency and expected return when profit
targets are hit. This leads to a more predicable equity curve and more confidence in trade execution.
A SIMPLE STARTING POINT FOR SELECTING A STOP LEVEL THAT CAN PROVIDE ALL THREE OF THESE
CRITICAL QUALITIES OF A GREAT TRADE ENTRY IS TO HAVE YOUR STOP LOSS BE OUTSIDE OF THE
CURRENT DAY’S RANGE.
The low or high of the day creates an emotionally powerful “line in the sand” that seems to naturally command
the respect of traders. Think about how you feel when markets make new highs or lows. Are you more inclined
to pay attention and respect the “trend of the day” at this point?
In my experience of working with successful traders, most traders are more likely to feel confident that their
stop is safe when it’s beyond the current day’s trading range. This alone can improve your trading because it
leads to less second guessing and moving stops prematurely.
Additionally, traders tend to feel more accepting of the fact that their trade is not working and exit the trade as
they planned when it corresponds with a break of the current day’s range. This leads to more disciplined trading
and less second guessing your stops when they are hit.
However, better trading is not simply placing your stop below the low of the day if you’re long, or above the
high of the day if you’re short! You need more of an edge to determine when the high or the low of the day
has been put in, and which days you should use this tactic.
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In other words, you must identify the RIGHT DAY and TIME to use the day’s range as your stop.
You’re about to discover a reliable way to determine the day’s high or low early in the day. This creates powerful
opportunities for all trading styles to use these levels for great stops that are quick and easy to identify, and,
as discussed above… leads to less second guessing.
For example:
IF YOU’RE A DAY TRADER… when you are able to buy near the low of the day, you’ll find many opportunities
for trades that will have very profitable reward-to-risk ratios that don’t require the market to do much more
than simply return to the high of the day!
IF YOU’RE A SWING TRADER… you’ll be able to pinpoint the exact days to take very low risk trades that
are more likely to enable you to avoid holding positions overnight that are not yet profitable. In addition to
having more of your first days in the trade be profitable, you’ll be able to identify trades that have multi-day or
more trend potential, creating huge profits relative to your initial stop level.
IF YOU’RE AN OPTION TRADER… you’ll be able to identify market turning points for precise timing of
directional option strategies, and enjoy the benefits just listed for the day traders and swing traders.

USE THIS FLOOR TRADER’S SECRET CHARTING TACTIC TO
ANTICIPATE THE MARKET’S HIGHS, LOWS, TRENDS & REVERSALS
It may seem hard to believe, but this trading tactic can be so simple that I used it to “chart the market” without
a computer! I didn’t have a computer standing on the trading floor in the early 1990’s.
Despite its simplicity, the principle works because it is based on the driving force behind the most important
price points of any trading day. That force is human emotion – fear and greed.
Remember your feeling of excitement when the market in which you hold a position goes racing your way
right as the market opens? How about the feeling when the market gaps open in the direction of your position?
Nice way to start the day.
And have you also had the frustrating experience of the excitement from a market open in your direction turn
to disappointment as the market suddenly reversed?
If you’ve traded for any period of time then you’ve certainly felt the anxiety of a profitable trade swinging into
a losing position in opening half hour of the trading day.
Fortunes and egos are inflated and burst during the opening several minutes in many markets all the time.
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Even if you have don’t have a position in the market, the opening minutes of the trading day can be an emotional
roller coaster. This is exactly why the first 30 minutes of the trading day turns out to be very statistically reliable
in determining the day’s high or low.
IN FACT, 50% OF THE TIME THE S&P 500 WILL MAKE ITS HIGH OR LOW OF THE DAY WITHIN THE FIRST
30 MINUTES OF THE TRADING DAY.
I’m using the S&P 500 as the example, but you will find other markets (stocks, ETFs, and futures) to have a
similar statistical bias that you can profit from and here’s how…
Stop and think about some of the implications of this data.
● The first 30 minutes is only 8% of the trading day, yet 50% of the time it determines the day’s high
or low. This makes it a very significant time of the day for anticipating reversals and setting price
levels that will likely remain as the high or low for the entire day.
● If you are going to set your stop below the low of the day, you give yourself a big statistical edge
by waiting for the first 30 minutes of trading to finish.
Plus, you can make this statistical edge even stronger by combining it with a few simple indicators.
We’ve found easy ways to identify market conditions that indicate with 83% accuracy that the high or low will
be determined in the first 30 minutes of a particular day.
Even more impressive is that when these same criteria are used, you can determine that the low of the day has
been set after the first 30 minutes 62% of the time. These are the best days to use the low of the day in your
stop.

THE OPENING RANGE DEFINED
From this point forward in this ebook I’ll refer to the high and low of the first 30 minutes of the trading day
as the “Opening Range” or the “O.R.” The Opening Range can be calculated using other time frames as well.
Common time frames include 2, 5, 15 minutes and even the first hour.
In our trading at MarketGauge we focus on the 2, 5 and 30-minute Opening Ranges. They all serve specific
purposes. For example, the 30-minute O.R. is the best place to start for buying against the low of the day (or
selling against the high) for day traders and swing traders.
Of course you’ll use charts on your computer to figure out the day’s Opening Range, but now you can see how
floor traders could use this tactic even without access to a computer. As illustrated in Chart 1, the OR high is
simply the high for the day after the first 30 minutes of trading, and the OR is the low of the day at that time.
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Chart 1: O.R. Defined

HOW TO OBJECTIVELY EVALUATE ANY TRADING DAY TO ANTICIPATE
THE DAY’S TREND FOR BIGGER PROFITS & AVOIDING LOSSES
Every day in the market is different. It presents its own trend, opportunity and challenge depending on your perspective.
The direction and magnitude of the market’s moves from day to day can seem random to the untrained eye, but the
market does follow patterns and leave clues indicating its most likely direction.
The Opening Range is a trading tactic that pros have used for decades to read the market’s mood so they can anticipate
and profit from the market’s intra-day moves.
When you “chart the market” or look at it through the lens of the Opening Range, you’ll have an objective perspective on
whether the bulls or bears are in control on any given day. This perspective begins with a very powerful understanding
that the O.R. high and O.R. low levels will be critical support and resistance levels for the rest of the day.
With this understanding of market behavior you can anticipate that these levels will also represent levels where markets
will reverse or accelerate into big moves. If you look at the trading day with this process you will be on the right side of
the biggest market moves, and avoid getting hurt by them.

HOW READ THE MARKET WITH THE O.R.
To begin using the O.R. to anticipate the market’s next move follow these simple rules.
First, let the market establish its 30-minute O.R. high and low. Even after the Opening Range period, keep a
neutral bias while the market trades within its O.R. As you learn more you’ll know if an O.R. has a bullish or
bearish bias.
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DON’T MISS, OR GET HURT BY TREND DAYS
Chart 2: Downtrend Day

Next, wait for the market to attempt to trend by
breaking the O.R. range. A successful breakout
beyond the O.R. will indicate a trend day is
forming. For example, if the market breaks below
its O.R. low, you should consider it a trend down
day unless and until it rallies back over its OR low
level.
Too many traders lose money in big down days
because they don’t have an objective method like
the O.R. rules to determine that the market is in a
down trend which should not be bought, and in
fact, it should be expected to continue lower.
You will NEVER GET CAUGHT IN A MAJOR MARKET
DECLINE if you only initiate your long trades
above the O.R. low and stop out if a new daily low
is hit.

Buying markets that are under the OR low is equivalent
to trying to find a bottom when the bears are in
control. This is much riskier than finding a bottom when the market is in a neutral to bullish mode (i.e. over the OR low).
Additionally, any rally from below the O.R. low will have to get through the resistance of the O.R. low (see chart 2). As you
now know, the O.R. low is often significant support until it is broken, and becomes a significant area of resistance once
broken. As a result, it is very common for rallies during a down trending day to roll over at the O.R. low, and resume the
day’s down trend.

USE OPENING RANGE REVERSALS TO
BUY NEAR THE LOW, OR SHORT NEAR THE HIGH
When you combine Opening Range Reversal tactics with the emotional benefit, and statistical edge of placing
your stops outside the day’s range as discussed earlier…
YOU HAVE A VERY EFFECTIVE APPROACH TO ENTERING LOW RISK TRADES THAT HAVE A HIGH
PROBABILITY OF WORKING CONSISTENTLY!
An Opening Range Reversal (ORR) describes a condition when the market has reversed against an O.R. high
or low sufficiently to anticipate that the low or high of the day has been set, and it can therefore be used
effectively as a stop for your trade.
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The basic ORR trade setup that I’ll cover here occurs when the O.R. low is touched or broken followed by a
rally back over the O.R. low. As you become more familiar with how markets trade near their O.R. lows you’ll
discover many profitable trading patterns, but to get started you only need to know one simple pattern.

A SIMPLE PATTERN THAT PUTS MONEY IN YOUR TRADING ACCOUNT
QUICKLY BECAUSE IT PINPOINTS REVERSALS
This pattern is so effective at spotting intraday reversals that I use it for more than identifying O.R. Reversals,
but right now our objective is to understand when to buy markets near their low of the day using the ORR and
this pattern.
I use 5-minute charts for this pattern.
At MarketGauge we call this pattern the Higher Candle Close (HCC). It occurs when a 5-minute bar closes over
the high of the prior bar.
Chart 3:

Yes the pattern is that simple, and it works extremely
well. But the secret to why it works so well is that
we’re using it when it occurs near the O.R. low!

WARNING: Like most good trading
tools, this pattern works well when
used in the right market conditions.
If you use this pattern randomly, it
can be frustrating, and even be as
annoying as turning on your car’s
windshield wipers on when the sun is
shining! You must combine it with the
O.R. Reversal setup.

When I share this secret setup I’m often asked…

Does it work on 1-minute charts? (probably because traders are always looking to act quicker, and cut risk
tighter).
Well, at MarketGauge we also trade with, and teach how to use 1-minute charts for more advanced O.R.
patterns along with price and time confirmation, but we DO NOT use this HCC pattern on 1-minute charts.
So, to get started all you need is a 5-minute bar chart or candlestick charts, which you can find on any charting
platform, and the next step - a simple way to identify the best Opening Range to trade with the HCC.
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THE BEST OPENING RANGE CONDITIONS
FOR CONSISTENT PROFITS
When you’re looking at an O.R. for a potential trade think of it like finding a place to live. You’ll ask yourself 3
basic questions.
1. What does it look like?
2. Where is it located?
3. What’s the price?
A “GOOD LOOKING” O.R. FOR AN ORR TRADE HAS A WELL-DEFINED O.R. LOW PRICE LEVEL. Remember
from earlier in this ebook, the O.R. works best when the market is active and emotionally charged with either
fear or greed.

This is demonstrated in the charts by the existence of volatility and/or big volume. Therefore, a well-defined
O.R. low is one that has multiple 5-minute bar lows near it, or a big range bounce from it, or big volume near
the O.R. low level. All of these indicate that traders are reacting to the O.R. low, and imply that if the market
breaks the O.R. low, and then begins to rally (as defined by the HCC) it is time to trade! Chart 3 above is a good
example of this.
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“GOOD LOCATION” FOR AN ORR HAS TWO CONSIDERATIONS
1. The low of the day should be close to the O.R. low. The reason you want the low of the day to be relatively
close to the OR low is because a good ORR trade defines its risk with a stop under the low of the day, and its
entry over the OR low.
In an ideal situation the distance from the entry point to the low of the day should be a fraction of the market’s
average daily range.
2. The OR low and/or the low of the day should be in a good location relative to important daily chart key
reference points. This is a very easy criteria to use to filter out the best ORR trades, and one of the most
powerful determinants of the predictable profit potential.
Simply put… The best ORR trades occur in the direction of the daily trend and at support and resistance levels
that can be identified on the daily charts.

“THE PRICE” IS YOUR ENTRY PRICE AND YOUR RISK! It doesn’t take long to become good at quickly identifying
good looking Opening Ranges in good locations.
This is a skill and tactic you can apply to almost any market and easily adopt into your existing trading rules, or simply
trade it as described here, which is to apply the HCC pattern to determine the trade entry.
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THE SIMPLE ENTRY TRIGGER THAT’S BEEN
“HIDDEN” IN YOUR CHARTS ALL ALONG
As you start looking at the markets using the O.R. along with the HCC pattern in the way I’ve described in
this book, you’ll find that some trades are such obviously great opportunities that you’ll want to be more
aggressive, and get into the trade as quickly as possible.
You’ll also find trades that look great, but you’d like to have a little more confirmation before entering (i.e.
general market conditions maybe bearish)
Now that you know what the HCC pattern is, and where to best apply it, we can focus on the actual “entry
price” trigger point for what I’ll describe as the HCC-ORR trade.
There are actually 3 potential trigger points for an entry. They are all slight variations of the same basic pattern
of trading over the prior bar’s high, but they give you the ability to be more aggressive vs. waiting for more
confirmation that the market has turned up.

IMPORTANT: For the purposes of this lesson, it is assumed that any entry trigger
point described here is also above the OR low.

MAXIMUM CONFIRMATION
The entry trigger with most confirmation, and the one I’d start with, is to wait for the 5-minute bar to close
over the prior bar’s high, AND then enter when the market trades over the HCC high. This means your entry
trigger is actually a trade over the high of the HCC bar.
I will almost always use this trigger if the close of the HCC is not convincingly above the prior bar high, or if
the high of the HCC bar is very close to the closing price. In these cases you’re not increasing your risk by very
much yet you’re getting some extra confirmation the price is moving your way.
Chart 5 below shows and example of a big range HCC reversal with confirmation.

MY TOP CHARTING TECHNIQUES

14

NO CONFIRMATION
There are times where you will not want to wait for maximum confirmation described above. In this case the
trigger is simply the close over the prior bar high and the entry is on the open of the following bar.

This is can be used for situations where the HCC bar’s close is significantly above the prior bars high, and it may
even have good volume. In other words, the market has clearly demonstrated a reversal.
In fact, sometimes you will get this pattern, and have the opportunity to wait for a pullback in price to the high
of the prior bar to be able to enter a lower price.
However, if you do not have a good demonstration of range expansions and or volume this can be risky. Chart
6 above is an example of a HCC at the ORR that did not confirm and continued lower.

“JUMPING THE GUN”
As the subtitle, “jumping the gun” suggests, this is getting in before the HCC is complete. With some experience
in trading ORR patterns you’ll be able to get away with this, and get in early on some trades, but be careful. I
would prefer to have unusual volume in situations where I use this approach.
The trigger when you jump the gun is to enter when the market trades over the prior bar high. So you’re not
waiting for the close in what you expect to be a HCC bar.
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6 STEPS TO IDENTIFYING AND EXECUTING LOW RISK,
HIGH PROFIT POTENTIAL ORR TRADES WITH CONFIDENCE
It’s time to pull everything together, summarize the key steps to initiating an Opening Range Reversal trade.
1. Let the 30-minute O.R. form
2. Focus first on the Opening Ranges that are in a good location relative to the daily chart’s trend and
support levels.
3. Identify the Opening Ranges in a good location that also look good for an ORR trade. This means
they have well-defined support at the O.R. low.
4. Use the HCC as your entry trigger
5. Define your risk as being under the low of the day. Give the market room to break the low of the
day by a small margin and reverse without stopping you out!
6. Set your initial profit targets. If you are a day trader, take at least partial profits near the high of
the day, and move your stop to no loss after the market moves in your favor. If you’re a swing trader,
you’re initial target may be higher (and your stop may be lower).

IDENTIFYING TRADE OPPORTUNITIES IN SECONDS
WITH THIS SIMPLE CHART DISPLAY
In my charting platform I have a window that shows both the daily chart and a 5-minute candle chart with
volume. As you know the candles on the 5-minute chart are not required, but they make it easier to see where
a bar closes relative to the prior bar high.
With these two charts in plain view it only takes a few seconds to spot when the O.R. low lines up with key daily
levels, and when a HCC forms.

DON’T SABOTAGE YOURSELF BY SETTING YOUR TRADES UP TO FAIL
You can evaluate every day’s price action with the perspective of the O.R. to anticipate the market’s next move,
but the key to profiting from it is knowing how to spot high probability setups like the one I’ve revealed in this
ebook.
Remember my analogy from earlier – You don’t use your windshield wipers on sunny day!
The ORR combined with the HCC entry is an incredibly powerful pattern, but every OR low will not reverse.
However, you now know how to select good looking ORR patterns. And, you know that the location of the OR
in the context of a bullish daily chart is the easiest way to identify the most reliable and highest potential ORR
trades for both the day trader and swing trader.
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Be selective! If all the trade ingredients are not there, wait for the next one.

SPECIAL OFFER: LEARN AND EARN MORE!
If you’d like to learn more about trading reversals and trend day patterns that leverage the power
of the Opening Range visit MarketGauge at the special link provided below.
MarketGauge provides free webinars, and more advanced O.R. training that will show you:
•
•
•
•
•
•
•

How to determine volatility based stops that help to avoid frustrating stop losses
How to profit from big trend day breakouts, and avoid false breakouts
Which indicators dramatically increase the statistical edge of the O.R.
Rules for more precise reversal patterns for quicker entries
Time and price confirmation rules to minimize failed trades
How to trade quicker O.R. time frames to profit from gaps and moves within the first
30-minutes of the day
And more!

FOR A LIMITED TIME, TRADING PUB MEMBERS WILL FIND
MORE TRAINING AND A SPECIAL OFFER

CLICK HERE!
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TRADING ON THE SIDE OF STRENGTH
By Pete Davies,
Jigsaw Trading

THE GAME
It’s natural to approach the markets with a “them vs. me” mentality; to see the market as one thing and yourself
as another. The reality is that a “me vs. me” scenario is closer to the truth; The markets are better viewed as a
collection of people just like yourself all trying to squeeze money out of the markets.
In effect, the markets consist of a mass of participants all trying to guess what the mass of participants will do
next.

THIS COULD GIVE YOU A HEADACHE JUST THINKING ABOUT IT
Of course, not all market activity is speculative. Or rather, not every trade is taken with a view to making a
profit on that specific trade in that specific market. A trade might be an airline taking a hedge on fuel prices.
Other than a massive correction, they won’t care what happens to prices in the short term and they won’t
react to short term price fluctuations. An arbitrage trade such as a calendar spread or a NOB spread also is
non-directional for the individual sides the spread is placed. As long as the spread is widening/narrowing as
expected, it doesn’t matter to them if prices are moving up or down.
Some trading is purely speculative. But how much? Well, that depends on the market and it depends on
what’s going on that day. There is certainly a lot more speculation in the US Index Futures than the US Corn
Futures. In markets like the e-Mini S&P500, the vast majority of trading is speculative. It’s hard to get actual
numbers but my personal estimate is that a minimum of 80-90% of the trading on the eMini S&P500 Futures
contract is intraday speculation.
Each market will differ in this respect and individual days will differ too. On a day where a government
announces it’s going in a new direction – for example with Quantitative Easing, the amount of longer term
speculation will increase. The intraday speculators will be taking a ride with the longer term traders OR getting
run over by them because they weren’t informed enough to realize what was going on.

THE MARKET
Some traders like myself play specific markets. Other traders play specific situations (such as stock earnings
reports) across multiple markets. Most retail traders lean towards outright trading where you buy to sell
higher later or sell to buy higher later.
Situational trading, such as trading stock earnings reports is a popular way to trade. For me, I feel there is too
much work to be done in the researching for opportunities before the open. I also feel at a disadvantage to
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people that trade stocks daily that might appear on my radar just a couple of times per year. I find that I spend
so much time looking for opportunities; I’m often there when the opportunity has passed. Other people thrive
in this environment.
Specializing in a small number of markets is my preference. The decision on which specific markets to trade
then comes down to a number of factors:
IS THE MARKET ‘FAIR’? We’d be a bit naïve to think that all participants in a market play it straight but we need
to ensure the playing field is as level as possible so that we stand as good a chance as any other speculator.
Forex markets are the most fragmented, with exchanges on every street corner. Any individual brokerage can
quote any price they like, although arbitrage keeps them in line. Stock markets are fragmented to a lesser
degree and some exchanges are intentionally hidden (Dark Pools) but overall there’s more transparency than
Forex. Futures markets are traded on a centralized exchange, with all participants able to see the same liquidity
and trading activity. This is the most transparent of the markets.
IS IT RICH IN INFORMATION? Price information is available for all markets. In addition to price changes,
many traders assess changes in volume and liquidity to pre-empt changes in market state. Volume and liquidity
information is not available for the Forex markets. For stocks it is available (at a cost) with the exception of dark
pool activity. With Futures, all players can see all of the liquidity, volume and trades.
CAN I TRADE SUFFICIENT SIZE? The volatility in the market and the liquidity are key here. If a market only
moves 5 ticks a day but you can trade 10,000 contracts, then maybe a tick is all you need. You cannot expect
to trap the entire market range each day, so look for a smaller portion of the range and the amount of size you
can trade. You need room to be able to trade now and to scale up. For Forex there is theoretically no limit to
the size you can trade. With stocks it’s down to the individual stock and similarly for Futures, you have to be
careful about which one you pick.
For my style of trading, Futures markets have a clear edge in terms of centralization and visibility. The eMini
S&P500 is very liquid and you can scale up. Most of the trading there is speculative and short term. As a short
term trader, I understand my opponents and I can clearly see what they are doing.
Armed with that, I am confident that in this market (and other futures markets) I can gauge strength and
weakness and look for areas where speculators may be caught offside.

THE STRATEGY
Short term speculators all have their own ideas about where to get in and where to get out. It’s like a shopping
mall full of shoppers; all buying in different places. If you mapped out where each shopper in a shopping
mall was at any point in time. How would you predict where they would all be in 15 minutes time? It’d be
impossible… unless you set off the fire alarms! Then it’d be fairly predictable. The markets are the same,
people in and out, a directionless herd until there is a trigger that causes a directional move that speculators
jump on. Often the trigger is a group of traders being stopped out but the follow through is the herd seeing
clear directional movement. Not only do you then have direction from the herd of new traders perpetuating
the move, you also have the stopped out traders now thinking twice about trading in the opposite direction.
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The perpetuation of a directional move is much easier to predict than the end of a directional move, yet new
traders are obsessed with buying the top and the bottom of a move. Buying the low of the day and selling the
high of the day. This obsession is what blows people’s accounts.
The trouble is that in some cases, the market is in a range. Then the trade IS to fade the extremes. When the
market is in a trend, the trade is to trade with the trend.
So then you employ the complete opposite strategy for the 2 basic states of the market.
So we start our strategy with 2 simple rules.
1 – Fade Ranges
2 – Take continuation trades of intraday trends

THE TOOLS
In this article, we will focus on using Swing Charts to define areas to trade. In my trading, I put heavy emphasis
on using Order Flow to refine the entry. For most people Order Flow acts as icing on your trading cake. For
now, let’s just focus on getting the cake – implementing a profitable trading setup that can be refined later
with a little Order Flow icing.

IMAGE 1 – SWING CHART
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Most trading platforms have a swing indicator. The above is a 900 tick chart of the eMini S&P500 March 2015
contract. The image is from February 15th 2015 (this is the chart at the time of me writing this article). The
action to the left of the vertical black line is Friday the 13ths trading.
The swings in this case are colored red and blue. We can also see the number of ticks moved in a swing and
the total volume in that move.
RED A downswing with more volume than the prior upswing OR an upswing with less volume than the prior
downswing.
BLUE An upswing with more volume than the prior downswing OR a downswing with less volume than the
prior upswing.
As long as the volume is greater on the moves up, the swings will be blue. Vice versa for reds.
And that’s all we will use. We are not interested in any indicators, in fact, we are not interested in the individual
price bars at all. Let’s consider those individual bars the points at which our shoppers are all buying in different
places. We are just interested in the turning points, the points at which the fire alarms went off.
As mentioned earlier, I tend to stick to few markets. That means I get to know them well. So I can tell you that
the number of contracts in that first blue swing, 103 thousand contracts, well, it’s a lot for that market. It’s a lot
relative to the other moves on that day and it’s a lot relative to moves on any other day too.
This means a lot of people are jumping on that move. Many of them will be short term speculators. That
means you do NOT want to jump in front of that move and short it. We moved up 25 ticks on 103 thousand
contracts volume.
With any move, people have to actually close the position in order to exit. On the way down we had selling.
Anyone that is short needs to BUY in order to take profits. So as we move down, we are gathering future
buyers.
When we see a big surge like this we can conclude that late shorts got stopped out. We can also conclude
some shorts took profits and took part in the buying. There’s probably some that shorted and didn’t sell yet
and are regretting it. So there’s people that shorted and lost and others that shorted and took profits. Will they
now short again after this move up? Most likely not in the short term.
New long positions at this point are pretty happy. So if we look at the balance of future trading in the short
term, it’s imbalanced to the buy side.
After the initial push up from the lows, we moved back 9 ticks on just 17 thousand contracts. That’s actually
less volume per tick on the way down. That might make you think that this is actually weak because of the
relatively small number of contracts for each tick down.
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What’s also interesting is that the pullbacks are of equal size. Both pullbacks are 9 ticks. Bear this in mind
because it happens a lot, as we move down we’ll have uniform swing sizes and then as we move up, we get
the same size swings.
We cannot expect the pullbacks to be EXACTLY the same size. In fact, the more volatile the market is, the more
variation we can expect in the swing sizes.

IMAGE 2 – UPSWINGS – 12TH FEBRUARY, 2015
In this image, we can see there are 4 ticks variance between the smallest and largest pullbacks on the way up.
Compare that to variation to the upside. This is fairly normal.
So for trends, we need to recognize them and we also need to be able to recognize choppier more range-bound
markets.
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IMAGE 3 – RANGEBOUND START – 12TH FEBRUARY, 2015
We can see the open of the market on the left. We give ourselves and our competitors in the market a ‘mental
reset’ each day and in this case, that’s at 9:30AM EST. At the open, we first give some time to allow the market
to show its hand. We started off with some weak moves to the downside and then we had a move up with
volume that was decent. 63 thousand contracts and 27 ticks. Definitely a move you could jump on to the long
side.
The next push up also had good volume but we only gained a few ticks. We didn’t really make any headway.
That’s OK but then the next move down was larger than your ‘average’ pullback and had decent volume. This
is indecision. Right from the open it’s not clear who is in control or which side the volume is on. Buyers did
appear to take control with that 63k push up but there was no follow through. It wasn’t until we got that push
up on the right side (167k, 31 contracts) that one side came in with overwhelming volume. Image 2 shows
what occurred afterwards.
Some ranges are easier to spot than others
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IMAGE 4 – 27TH JANUARY, 2015 – RANGEBOUND BEHAVIOR AT THE OPEN
In this example, we see a very indecisive market, right from the open. Swinging this way and that way with
no real clarity regarding which side the volume OR swing size is on. In this example, it’s also fairly clear where
you could fade the trading range. It is also clear how attempting to trade pullbacks in the market would be
destructive to your account.
In the end, we had a breakdown. As a range develops, we build positions on both sides – long and short.
Eventually, the range breaks and one side loses out. So we get an extended push away from the range on good
volume. But we also have one side of the market happy and one side licking their wounds. This is important in
the short term because it has a psychological impact on the behalf of both the winners and losers.

THE RULES
Putting this together requires you to know your market. That’s simple enough in itself because you can go
back over historical charts, look at the swing sizes and what sort of volume tended to move the make your
specific market move.

MARKET MODE
Your first task is to define which mode the market is in. Is the market in a range or is it trending? Is it a range
with lower volume moves and no clear advantage on either side? Caution must be taken when ‘with trend’
moves don’t push price forward a significant amount.
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RANGE PLAYS
Once you have established that the market is in a range, look to use the volume profile for the day to determine
where the most volume sits within the range:

IMAGE 5 – HIGH VOLUME IN AN EARLY TRADING RANGE ON 12TH FEBRUARY, 2015
(JIGSAW DOM)

The volume profile (total trades at each price) is in the far left column. As you can see we have volume tapering
towards the outside of the range, the high volume area is where the bulk of the positions are (the yellow box).
In this case, the range on the chart will be 2071.75-2076. Your chances of getting filled on a short trade at 2076
are extremely low. Look to enter at the extremes of that high volume area.
STRATEGIES
1- If the range forms AFTER an intraday trend, there is a good chance price will continue that trend.
So if the market moves down and consolidates, you can sell the top of the range and scale off some
of the position at the bottom of the range and hold the rest for a breakdown.
2- Fade both extremes of the range. This is one of the main ‘bread and butter’ trades for scalpers. It’s
moving in and out of the market fairly quickly.
Ranges do not last forever, so it’s essential to exit these range trades quickly if it appears the range is failing.
Order Flow will help to keep you onside with ranges but I would advise also using Order Flow to pre-empt
the range failing against you. It is imperative to that you exit the market before the other range traders get
stopped out. If you don’t, you get caught on the wrong side of a stop run and that can put you in ‘catch up’
mode for the rest of the day.
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INTRADAY TREND PLAYS
Many traders want to buy the low of the day and sell the high of the day. Good luck if you can do that. If the
market is range bound, then of course it is the correct strategy. Intraday trends continue much more often
than they reverse. Many traders will see a market trend up and then start looking for a shorting opportunity,
then as soon as it starts trending down they start looking for a long opportunity; always getting stuck on the
wrong side of the market.
At Jigsaw, we call these people ‘permafaders’.
To avoid being a permafader, set a bias and stick with it until you get evidence the market has shifted in the
opposite direction.

SETTING YOUR BIAS
When the market opens, look for a strong swing with good volume. If you don’t get it, wait for it OR for a range
to develop. If a range develops, look for the breakout with good volume to initiate the trend.
Once an intraday trend is established, the next trend will usually establish itself with a countertrend swing
with overwhelming volume and a relatively large swing size in the opposite direction. Once you have one of
these, presume a new trend until proven otherwise. Don’t worry if the market didn’t pullback yet or if it pulled
back 20 times, stay with that trend until you get the volume/size in the opposite direction.

TREND PLAYS
Once you have your bias, you look for a weak move in the opposite direction, a pullback. It will be low in
volume and relatively small. From an Order Flow perspective, there will be little interest, low participation.
Often an iceberg order will stop the pullback and often the counter-trend traders will simply disappear.
All markets are different but the eMini S&P500 will often put in 3-5 tradable intraday trends. The second trend
will often have the same size pullbacks as the first trend. So you may see the first intraday trend put in 11-14
tick pullbacks and see the same thing as it moves in the opposite direction. That is not magic, just a measure
of volatility.
STRATEGIES
1- If the average pullback was 10 ticks, look to fade that pullback before the 10 ticks. If the market
puts in a 10 tick pullback, it may only trade 100 or so contracts at the 10th tick and you may be right
about the location but you will not get filled on a limit order entry. So enter a tick or 2 ahead of it.
2-Wait for some ‘with trend’ interest. So instead of entering ahead of the estimated pullback, wait
for some ‘with trend’ traders to move the market your way a few ticks. This gives you additional
confirmation that the pullback is over but you do have to be quick, it may start to move quickly with
trend when the permafaders realize they are going to get stopped out.
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I utilize order flow to tell me when a pullback has ended. This is worth looking into and will yield extra ticks
but is not absolutely essential from the start. Get the overall method right first. Then refine it with order flow.
In terms of exiting a losing trade, as soon as you see evidence of decent volume coming in or the pullback has
put in an abnormal number of ticks move, it’s time to get out. It’s actually in this area where the Order Flow
will help the most because you will SEE the traders coming in to push against the trend. You can often get out
before the price has been adversely impacted by that Order Flow.

CONCLUSION
Using swing charts will put you on the right side of the market and give you a heads up as the market shifts
from trending to consolidating. This is a discretionary trading method but the number of components you
are using to make the trading decision is small. There is no ‘analysis paralysis’ here. You are trading based on
market participation and your knowledge of how speculative traders operate; after all YOU are a speculative
trader.
These methods can also be added to your existing trading techniques, implementing what we have taught
about swing sizes and participation in turns, you can use these techniques to help keep you onside within
your existing trading framework.

THE MOVIE
As mentioned, this doesn’t have to be the only tool in your trading toolbox. If you’d like to see
how I analyze the market personally using Swing Charts in real time, take a look at THIS VIDEO
In there, you will see me describing the action as it unfolds looking at the swing charts, correlated
markets and the market Order Flow.

THE SPECIAL OFFER
For those of you that would like to move their discretionary trading to the next level, utilizing
the number 1 trading software according to the independent review site Investimonials.com,
please visit our site at WWW.JIGSAWTRADING.COM and use coupon code “87C092F5” to
receive a 10% DISCOUNT OFF the purchase price of a lifetime license.

OFFER ENDS ON MARCH 31ST

CLICK HERE!
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POWERFUL FIBONACCI PATTERNS REVEALED
Same sequence used by professional traders created
by 12th century Italian mathematician Leonardo Fibonacci.

Click here to Unlock
the Most Powerful Fibonacci Pattern
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TRENDS, TRENDLINES, AND REVERSAL
PATTERNS
By Jared Martinez,
Market Traders Institute

If you are an active trader and you use trading software that does not have a moving trend line indicator,
you will need to learn the skill of drawing correct trend lines—with correct being the operative word. An
incorrectly drawn trend line can mean the difference between making and losing money on a trade. Drawing
trend lines is a skill that can be taught, but I think it is always best to have an automated trend line indicated
on your software to keep up constantly with the trends you want to monitor.
In this chapter, we focus on finding, drawing, and monitoring three trend lines:
1. An inner trend line
2. An outer trend line
3. A long-term trend line
These Three trend lines form on all time frames and in both uptrends and downtrends (see Figure 6-4).
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As the market moves, it will only move in one of three directions: up, down, or sideways. When it moves in any
direction, it waves. Those waves become the emotional enemy of most traders. For some traders, it can take
years to trust those waves and ride them to their end target.

SPOTTING AN UPTREND
If the market is going to move up, or trend up, on any time frame, it will wave up, creating higher highs, then
wave back down, creating higher lows. I have never seen it go directly to the moon like an Apollo rocket. If it
were to go to the moon, it would wave as it went, creating higher highs and higher lows. At some point, the
trend will end, but until it ends, most successful traders try to take advantage of the move and take the ride
up until it bends or ends. Believe it or not, most traders make all their money in trends and lose it all again in
consolidation.
As the market trends in any direction, it moves at different speeds, just like a car. Most trends travel at a
45-degree angle as they move, akin to a car driving at normal speed. The trend line that is used for that
45-degree movement is called the outer trend. When a trend moves at a slower pace, a long-term trend line is
created. Every now and then, the trend gets on a freeway at highway speed, ascending at a greater angle than
45-degrees, creating what is called an aggressive trend, or the inner trend line. Up and down inner trends,
outer trends, and long-term trends all develop at the same time on all time frames (see Figure 6-5).
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DRAWING UPTREND LINES
In drawing any uptrend line, you will draw a straight line, connecting all your visible levels of support without
penetrating the bodies or wicks of the candles (see Figure 6-6). I have found that drawing the uptrend lines
across the wick lows is more accurate than drawing them across the lows of the candle bodies and allows the
trader to project the exact place of the future bounce (see Figure 6-6).
The market is like a large, never-ending river filled with violent rapids as well as slow-moving, calm waters.
The market goes where it wants, when it wants, and yet it is governed by a set of natural laws, just like a river
is governed by gravity and obstacles in its path.

As the market moves in a direction, it has a tendency to retrace back to a trend line as if it were being directed
by gravity and obstacles. If any current trend is going to stay in place, once it retraces back to a trend line, the
market will bounce in the direction of its previous trend, and the trend line will act as the obstacle that will
change the direction of the current movement. In other words, correctly drawn trend lines can project future
levels of potential support in an uptrend and future levels of resistance in a downtrend.
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FINDING AND DRAWING INNER, OUTER,
AND LONG-TERM UPTREND LINES
You find and draw inner uptrend lines by finding the last two levels of support and drawing the line from left
to right. You find and draw the outer uptrend line by starting at the far left of the chart and moving to the
right, connecting the majority of your lower levels of support with a straight line. In other words, you start at
the left of the chart and find your lowest wick low. From there you draw a straight line at about a 45-degree
angle up, finding the next or higher level of support. You then connect the two wick lows, or levels of support,
with the uptrend line, without penetrating any candles on the chart. As long as the chart is making higher
highs and higher lows, you stay below the lows of support (see Figure 6-7).

Find and draw the long-term trend line by either compressing the chart or going to a larger time frame,
connecting your levels of support starting from the far left of the chart moving forward. Because inner and
outer trend lines form on all time frames, you need to look at a daily chart, where if you happen to see an
inner and an outer uptrend line, the inner uptrend line will represent the most recent up movement for that
time frame. The outer uptrend line represents the up movement over the past couple of months. If you look
at an hourly chart, the inner uptrend line represents the up price movement over the past few hours, whereas
the outer uptrend line represents the up price movement over the past couple of days. It is always best to
compress your charts in the time period you are looking at to find any additional outer trend lines, or the
long-term trend line.
Successful traders constantly monitor all uptrend lines on all time frames. Why? The movement on smaller
time frames will always respond to the trend lines on larger time frames. This means that if the market is
retracing back down toward an uptrend line on a daily chart, that retracement on the daily chart may be a
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200-pip retracement and will form a downtrend on a 60-minute chart. If you only look at the 60-minute chart
to do your analysis, you will be in a strong downtrend and your bias will be bearish. You will probably enter
the market bearish. However, the way Murphy’s law works, you will be entering at the end of that 60-minute
trend, because as soon as the market from the daily chart hits its uptrend line, the 60-minute chart will reverse
and begin to rally, and you will be sitting there scratching your head, losing money and wondering what
happened.
Once again, the inner, outer, and long-term uptrend lines can be found on any chart and on any time frame.
Outer trend lines represent the overall movement on the chart for that time frame, and the inner trend line
represents the most recent movement for the time frame. As long as the market is above the outer uptrend
line, there is an 80 percent chance the market will continue bullish. You must remember, uptrend lines act as
future levels of support. They are like a floor, and when the market hits them, they usually bounce back up.
If the inner trend line is broken, the market usually moves to the outer trend line and will bounce back up
from there. If the market breaks the outer trend line, the market will predominately move to the long-term
trend line and bounce back up from there. If the long-term trend line is broken, as a rule there will be a major
reversal (see Figure 6-8).

INCORRECT WAYS OF DRAWING UPTREND LINES
Correctly drawing trend lines will be critical to your success and will help to prevent you from losing money.
Trend lines need to be drawn correctly in order to make money trading. Learning the simple skill of correctly
drawing trend lines can help you learn where to get in and can help you learn how to preserve your equity by
getting out when it begins to turn. The following charts show the wrong ways to draw uptrend lines. In Figure
6-9, you cannot draw your uptrend lines through the candles of support—they must be at the bottom wicks
of support.
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In Figure 6-10, the dotted line was at one point the correct uptrend line, but the market broke the uptrend
line and retraced, continuing in an uptrend. As long as the market is making higher highs and higher lows,
you cannot draw the line through the candles—you must draw the uptrend line across the lows of support.
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In Figure 6-11, the uptrend is over and has been broken. The market is reversing and is currently trending
down creating lower lows and lower highs. In this case, with the market creating lower lows and lower highs,
you need to draw the uptrend line across the lows of support, until the market quits making higher highs and
higher lows. The moment the market stops making higher highs and higher lows and starts making lower
lows and lower highs, that is the moment the market is reversing.

Figure 6-12 shows that your trend lines must always be straight; they cannot be crooked. Only automated
trend lines from your computer can wave or be crooked.
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FINDING AND DRAWING DOWNTREND LINES
One of the neatest things about learning to trade is that in a downtrend, the market reacts the same way as
an uptrend, but in the opposite direction. That means all the rules are the same, but in the opposite direction.
Instead of the market making higher highs and higher lows as it trends up, it makes lower lows and lower
highs as it trends down. Instead of the market bouncing up off an uptrend line, which is a future level of
support, the market bounces down on a downtrend line, creating a level of resistance. Downtrend lines act as
ceilings for the market and are future projected levels of resistance.
Once again, the best way to determine market direction is to start drawing trend lines. If the candles are above
the uptrend line, the market is probably going to continue up. If the candles are below the downtrend line,
the market is probably going to continue to trend down. Drawing downtrend lines is a skill that just about
anyone can learn.
At the risk of repeating myself, the rules for drawing downtrend lines are exactly the same as drawing in an
uptrend, but in the opposite direction. It is like turning everything upside down. Instead of drawing the lines
across the lows of support we will draw the lines across the highs of resistance (see Figure 6-13).

FINDING AND DRAWING INNER, OUTER,
AND LONG-TERM DOWNTREND LINES
You find and draw the inner downtrend line by finding the last two levels of resistance and drawing the line
from left to right. You find and draw the outer downtrend line by starting at the far left of the chart and
moving to the right, connecting the majority of your higher levels of resistance using a straight line. In other
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words, you start at the left of the chart and find the highest wick high and, from there, you draw a straight line
at about a 45-degree angle down, finding the next or lower level of resistance. You then connect the two wick
highs or levels of resistance with the downtrend line, without penetrating any candles on the chart, following
the lower lows and lower highs. As long as the chart is making lower lows and lower highs, you will stay above
the highs of resistance (see Figure 6-14).

Now find and draw the long-term downtrend line by either compressing the chart or going to a larger time
frame, connecting the levels of resistance starting at the far left of the chart moving downward. Because inner
and outer lines form on all time frames, if you look at a daily chart and happen to see an inner and an outer
downtrend line, the inner downtrend line will represent the most recent down movement for that time frame,
or the movement over the past few days. The outer downtrend line will represent the down movement over
the past couple of months. If you are looking at an hourly chart, the inner downtrend line will represent the
down price movement over the past few hours, and the outer downtrend line may represent the down price
movement over the past couple of days. It is always best to compress your charts in the time period you are
looking at to find any additional outer downtrend lines or any long-term uptrend or downtrend lines.
Successful traders are constantly aware and monitor all trend lines on all time frames because the movement
on smaller time frames will always respond to the trend lines on larger time frames. For example, if the market
is retracing back up toward a downtrend line on a daily chart, that retracement on the daily chart may be a
200-pip move up. A 200-pip retracement from a daily chart will be an uptrend on a 60-minute chart. If you
only look at the 60-minute chart to do your analysis, you will be in a strong uptrend and your bias will be
bullish. You will probably enter the market bullish, however, the way Murphy’s law works, you will be entering
at the end of that 60-minute trend, because as soon as the market from the daily chart hits its trend line, the
60-minute chart will reverse and begin to dip, and you will lose money.
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Just like uptrend lines, the inner, outer, and long-term downtrend lines can be found on any chart and on any
time frame (see Figure 6-15).

Outer downtrend lines represent the overall movement on the chart for that time frame, and the inner trend
line represents the most recent movement on that time frame. As long as the market is below the outer
downtrend line, there is an 80 percent chance the market will continue bearish. Downtrend lines act as
ceilings and future levels of resistance. If the inner downtrend line is broken, the market usually moves to the
outer downtrend line and will bounce back down from there. If the market breaks the outer downtrend line,
the market will generally move to the long-term downtrend line and bounce back down from there. If the
long-term trend line is broken, as a rule there will be a major reversal (see Figure 6-16).
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INCORRECT WAYS OF DRAWING DOWNTREND LINES
The same rules apply to drawing incorrect downtrend lines as they do to drawing incorrect uptrend lines, but
in the opposite direction. Traders need to learn how to draw downtrend lines correctly in order to help them
project the next bounce down. When you draw downtrend lines, you cannot draw your lines through the
candles of resistance—they must be at the tops of the wicks of resistance.
As long as the market is making lower lows and lower highs, you cannot draw the line through the candles—
you must attach the downtrend line across the highs of resistance.
The downtrend is over when the market stops making lower lows and lower highs and begins making higher
highs and higher lows. When that happens, an inner, outer, or long-term downtrend line has been broken. As
a rule, the market will begin to reverse in the opposite direction.

TRENDS INSIDE OF TRENDS
As the market moves, it can create trends inside of trends (see Figure 6-17).

In this chart, you see the market aggressively trending up on the north side of the outer uptrend line, then
breaking the inner uptrend line and reversing. After it reverses, it trends back down, forming the inner
downtrend line until it hits the outer uptrend line, where it bounces and begins to trend back up forming an
inner uptrend line again.
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TRADING CHANNELS
As a trend moves, it likes to move inside a trading channel. A trading channel is described as the market
moving at an up or down angle inside two trend lines that create somewhat of a channel. The trend lines of
the trading channels act as both resistance and support. If any are moving up—or a downtrend breaks a trend
line and it stays in place—the trading channel will usually shift. In Figure 6-18, you see how a trading channel
has shifted and how the centre uptrend line at one time was support for the market and with the shifting of
the trading channel, now became resistance for the market in the new trading channel.

THE VALUE OF TREND LINES
Using trend lines as part of your trading system, and in conjunction with other indicators, increases your
chances of success. Why? Because of convergence, where there are several things taking place at a single price
point, having several indicators could confirm and support trading decisions.

REVERSAL PATTERNS – HEAD & SHOULDER AND KING CROWN FORMATIONS
Crowns and Head & Shoulders are both fantastic patterns to trade reversals, retracements, and even the
beginning of new trends. They are very close in structure and appearance but do have a distinct difference
with respect to highs and lows and thus traded differently for profit levels.

HEAD & SHOULDERS PATTERN (BEARISH)
This Head & Shoulders pattern (H&S) will begin to take shape as a strong up trend is fading. Price may break an
inner up trendline, but push for a higher high before falling and beginning to make lower highs. It is a difficult
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pattern to anticipate but it is a great pattern to let come to you. Price will make the move and create a fairly
obvious setup where the trader simply observes the neckline. Great and trustable H&S patterns occur on 2
hour, 4 hour, 8 hour, Daily, and Weekly time frames (the larger time frames provide the biggest movements).
One way to anticipate the areas for these patterns is to look at the larger time frames and see past support/
resistance levels that may hold and create a reversal pattern.

Figures 1-2: The H&S is a measured move from the Head’s High to the Neckline. When the Neckline breaks, the
completion of the H&S pattern is the same length.

HEAD & SHOULDERS PATTERN (BULLISH)
This H&S pattern will begin to take shape as a strong down trend is fading. Price may break an inner down
trendline, but push for a lower high before rising and beginning to make higher lows. It is a difficult pattern
to anticipate but it is a great pattern to let come to you. Price will make the move and create a fairly obvious
setup where the trader simply observes the neckline. Great and trustable H&S patterns occur on 2 hour, 4
hour, 8 hour, Daily, and Weekly time frames (the larger time frames providing the biggest movements). One
way to anticipate the areas for these patterns is to look at the larger time frames and see past support and
resistance levels that may hold and create a reversal pattern.
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BEARISH KING CROWN PATTERN
The King Crown (KC) is one of the best and most probable reversal patterns in the market. The key to this
formation is the trader needs to monitor the levels of support and resistance. An H&S pattern does not make
new highs or lows or take out support or resistance levels, whereas the KC does. What this means for a bearish
KC is if the market has been in a long uptrend, the trader needs to be monitoring the lows of support. When
the low of support is broken, that is the time for the trader to begin anticipating a trend reversal for a corrective
series of A-B-C-D moves.
We have very specific rules for trading the bearish King Crown pattern:
1) Price breaks the trend line
2) Price takes out a low of support
3) Identify the left tip high
4) Anticipate the right tip high
5) Plot a DOWN A-B swing and trade the left tip/right tip pullback (382, 50, 618 are common) and
hold to the appropriate D extension.
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BULLISH KING CROWN PATTERN
The bullish KC reversal pattern behave the same way the bearish KC pattern does. The key to this formation is
the trader needs to monitor the levels of support and resistance. The H&S does not make new highs or lows
or take out support or resistance levels, whereas the crown does. What this means for a bullish crown is if the
market has been in a long downtrend the trader needs to be monitoring the highs or resistance. When the
high of resistance is broken, that is the time for the trader to begin anticipating a trend reversal for a corrective
series of A-B-C-D moves.
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We have very specific rules for trading the bullish King Crown pattern:
1) Price breaks the trendline
2) Price takes out a high of resistance
3) Identify the left tip high
4) Anticipate the right tip high
5) Plot an UP A-B swing and trade the left tip/right tip pullback (382, 50, 618 are common)
and hold to the appropriate D extension.
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CONCLUSION
Uptrend and downtrend lines not only indicate market direction but also act as levels of support and resistance.
In a downtrend, trend lines are future locations where the market may bounce back down. In an uptrend,
trend lines are future locations where the market may bounce back up. Either way, they are just another
little piece of the puzzle that increases the probability of a continued move. The key is to always look for that
convergence, along with a trend line bounce in the direction of a trend.
The following are always great tools to use when determining when to enter this market:
1. Trading software that can help determine trend direction with use of buy and sell signals
2. Bullish and bearish candlestick formations
3. Finding levels of support and resistance
4. The knowledge that past resistance many times becomes future support, and vice versa
5. The knowledge that trend lines act as floors of support and ceilings of resistance in the market
and become visible locations for the next bounce in the direction of the trend
The more information you can gather as to why the market should bounce in a certain direction at a certain
price point, the higher the probability for success. You now have five great trading tools to add to your tool kit.

THE MOVIE
See THIS VIDEO that describes the Head & Shoulder and King Crown chart patterns in greater
detail.

SPECIAL OFFER
Please accept my invitation to join me for a special free webinar, SIMPLY CLICK HERE TO JOIN,
where I will break down how I use the Kings Crown pattern to trade my favorite Forex markets.

CLICK HERE!
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POWERFUL FIBONACCI PATTERNS REVEALED

Click here to Unlock
the Most Powerful Fibonacci Pattern
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6 ESSENTIAL INGREDIENTS FOR WINNING
AT STOCK INDEX TRADING
By Mohan Wolfe,
Day Traders Action

After trading the futures markets for 25 years, there are a few things that are certain. Trading futures is a high
risk business, and like all trading it will require your full application of skill in the areas of research, practice
and live “in the trenches” trading to gain experience and realize success. The rewards can be tremendous if you
apply yourself fully to learning the key ingredients described in this chapter.
The Trading Strategy I will be describing today for the US stock index primarily uses the mini Nasdaq (NQ)
contract. I find this to be the best day trading contract for the US stock indexes. This strategy can also be used
on the mini S&P500, Mini Dow or Mini Russell 2000 as well with great results.
The 6 essential ingredients to successful futures day trading are:
1) A tested and proven method for day trading on a short term time frame basis.
2) The “High 5” or what is sometimes referred to as “the tape” or “the big board”. These indices are
used for reading the surface bias of the market.
3) The Higher Time Frames of the market. To get a “helicopter” view of the market bias above the
“High 5” readings.
4) Simple Candlestick reading. I use very simple candlestick reading methods to get instant
additional information as to the direction of the prices.
5) Basic Elliot Wave chart patterns. These patterns occur regularly in day trading and you should
learn them following the simple approach I use.
6) Fibonacci Retrace map. The Fibonacci readings are very accurate if used correctly and they
should be part of your day trading arsenal.
These are the 6 key ingredients for successful day trading. This is really all you need to know to be successful
but you will need to gain skill in learning how to work with these elements and incorporate them into your
trading. This mastery comes from time in front of your screen and practice, just like a surgeon masters all
the surgical tools in front of him during an operation or airline traffic controllers are completely adept at
reading all the gauges in front of them. You too should master the simple methods for the 6 key ingredients
for successful day trading. They are not that hard to learn and I will summarize them in this article.
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First, here is a 450 tick Boomerang Day Trader chart of the mini Nasdaq (NQ) which shows both a winning Sell
short trade and a winning Buy trade using Boomerangs bias indicators and chart readings.

Note the Sell Trade Channel moving down (marked by down arrow) and a pullback to the Signal Line Entry
marked by the yellow dot and subsequent lower move in prices. Also the Buy Trade Channel moving up and
the pullback to the Signal line marked by the Blue dot.
Because of this lower move and then upside reaction the High 5 readings were most likely more Neutral. For a
detailed study of the High 5 due please read the following report- CLICK HERE TO VIEW REPORT
The Higher time frames were also leaning more on the Neutral side which you can also learn more about
on the webinar provided below. You can see how on the way down during the sell off the Red Boomerang
candles which were all solid bodied. The bearish candlesticks are solid bodied. Note how after the reversal
and the Buy signal from Boomerang the majority of the Green candles were hollow bodied. Hollow bodied
candles are the bullish candles.
For simple candlestick reading I only focus on 2 things. I focus on the hollow bodied candles on an up move
and if some of the candles are starting to show solid bodies as a possible sign of a reversal. The opposite is
true for a down move. I watch for solid bodied candles moving lower with some intermittent hollow bodied
candles showing possible signs of the move to the downside completing. The only other element I watch for
in looking for a completion of the move is for a candle to become “engulfed” by the body of the next candle.
For a simple explanation of Bullish and Bearish engulfing patterns please click here- BULLISH or BEARISH
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The Higher time frames bias reading is a matter of watching the shift first in the 5 minutes chart from Bullish
to Neutral to Bearish and the follow up with the 13 minute chart following the same pattern. You can use an
MACD indicator to watch for these shifts and other indicators such as our BDT bias indicators.
Then when we see the 30 minute chart bias join the one sided bias reading to neutral and then bearish it is
important to trade on that side of the market until the downside gets more exhausted. If the 60 minute then
rolls over to bearish during this time expect a larger scale move. When the 135 minute charts rolls to bearish
intraday joining the other already bearish time frames then we will most likely see a very strong move to the
downside.
When the market makes a stronger, one sided move in line with the shift in the higher time frames that is
when we can begin to start measuring the Elliot Waves 1-5 pattern.
On the chart below you can see the Elliot Wave patterns which are based on a Wave 1 directional thrust, a Wave
2 pullback, a Wave 3 continuation thrust and a 4rth wave pullback. The general rule is that if Wave 2 is simple
then Wave 4 will be complex. If Wave 2 is complex then Wave 4 will be simple. Then following Wave 4 we have
the Wave 5 move which is often a very strong extended move which finishes off the directional pattern.
Below is a chart of a common Elliot Wave 1-5 move intraday and subsequent upside reversal after the 5th
wave lowest move. Note how the patterns all correlate with the description I gave above. Note also how the
Boomerang bias indicators #1 and #2 measure the Elliot Wave patterns.
Elliot Wave theory can be kept simple by using it intraday like I show you here. The E Wave 1-5 pattern is easier
to spot intraday. It is when you get into multi day or even multi week E Wave patterns that a deeper study of
the theory is required. Here is a good place to learn more about the Elliot Wave 1-5 pattern I follow as one of
the key ingredients for successful day trading.
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The last Key Ingredient you will want to learn for professional day trading is how to use what I call a Fibonacci
Retracement map. Fibonacci, was a brilliant mathematician from long ago who discovered specific numerical
sequences present in nature itself and with many valuable uses. It was Fibonacci who introduced the Hindu/
Arabic numeral system to the west. When we count 1-2-3-4 etc. we can thank Fibonacci for that.
Please watch my short 5 minute video on the history of trading mathematics here.
I use the Fib retracement map after the market has made a strong intraday move and I want to map out the
potential retrace levels using the highly accurate Fibonacci readings. However, please note that the Fibonacci
map is only for purposes of measuring where to exit a clear Boomerang trade or for support/resistance using
the map as a guide. The Key numbers used with Fibonacci are: Zero…23.6%…38.2%….50%…61.8%…100
%. You can see on the chart below how after a strong, early rally as measured from the top of the rally prices
pulled back and bounced off of the Key Fibonacci numbers as shown by the 50% center dot/dashed white line
and the key 38.2% light blue line and 61.8% dark blue line. This can be a very valuable road map when you are
live trading intraday.

“How to trade with the Elliot Wave patterns”
In this section of the chapter I will show you two excellent examples of how to trade using the Elliot Wave
patterns using a plain chart.
I have added to this plain 450 tick chart on the mini Nasdaq (NQ) a 14 period Bollinger Band and a 10 period
simple moving average which is the blue dashed line.
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On the charts I have identified the specific Waves 1-2-3-4-5 along with the completion A-B-C pattern after the
5th wave move.
The rule to watch for on the wave 2 and wave 4 patterns is as follows:
If wave 2 is relatively simple then wave 4 will be complex (and therefore require a bit more patience in shifting
to wave 5)
If wave 2 is more of a complex wave then wave 4 will be simple with wave 5 coming into play much quicker.
The above rule when learning to intraday trade with Elliot Wave is incredibly valuable so be sure to make a
note on your trading desk about this.
The Elliot Wave patterns occur over and over in intraday trading of active markets.
The patterns will not always complete the full extension of the move but if you have carefully read the higher
time frame charts and they are all one sided then odds are very strong the pattern will come to full fruition.
I highly recommend that you go over 20-50 charts with the same time frame and indicators I show above and
get really skilled at indentifying these patterns.
You will be surprised to see how frequently they occur intraday giving you the advantage of trading off of
them.
Once you recognize the E Wave pattern in relation to the Higher Time Frame charts described earlier you will
have an incredible advantage in seeing where the market is most likely to go.
Sometimes the pattern will not complete itself and a Wave 4 (or even sometimes an early Wave 3) will fail and
prices will shift gears.
This can be identified with the Bollinger Band level on the Wave 2 or Wave 4 cannot hold the retrace pullback.
So always be sure to work a tight stop on the BB pullback retracement moves.
Here is a classic Elliot Wave intraday pattern on the downside with details describing the move:
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Note how on the Wave 2 and Wave 4 reflex reversal moves prices ran right to the Bollinger Band while the Blue
dashed MA line stayed relatively flat on the move.
Below is another classic E Wave up pattern:
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This particular chart is interesting in that it shows the full E Wave pattern completing along with the A-B-C
pattern right into the close of the session.
Still, because the pattern is so powerful in this case citing a reversal that prices drifted lower into the final
futures close and then lower into the Globex session.
Notice throughout these charts also the Candlestick Engulfing patterns signaling the end and start of a new
reversal move.
After 25 years of trading I have seen these 6 Essential Ingredients of prove to be the most valuable elements
of day trading. If you just focus on getting a really tested proven short term time frame system of day trading
and then combine that with the other 5 key ingredients it will be all you need to learn. It is not that difficult to
learn these ingredients and it will save you many years of going to endless webinars trying to figure out what
are the most important things to follow.
If I can be of any assistance in your trading just email me anytime and I will gladly answer any questions you
may have. Mohan@daytradersaction.com

SPECIAL OFFER
You can find out more about Mohan’s trading methods and Boomerang Day Trader by
VISITING HIS SITE HERE.

CLICK HERE!
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MTI Students were

77% MORE

Likely to profit In the FOREX!
Get this one strategy students are using to find success

Click here to watch the video
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TRADING ICHIMOKU CLOUD PATTERNS
"Learn how to read any market and any timeframe
within 3 seconds"
By Manesh Patel,
IchimokuTrade.com

QUICK DESCRIPTION
Ichimoku Kinko Hyo is a purpose-built trend trading charting system that has been successfully used in nearly
every tradable market. It is unique in many ways, but its primary strength is its use of multiple data points
to give the trader a deeper, more comprehensive view into price action. This deeper view, and the fact that
Ichimoku is a very visual system, enables the trader to quickly discern and filter “at a glance” the low-probability
trading setups from those of higher probability.

HISTORY
The charting system of Ichimoku Kinko Hyo was developed by a Japanese newspaper man named Goichi
Hosoda. He began developing this system before World War II with the help of numerous students that
he hired to run through the optimum formulas and scenarios - analogous to how we would use computer
simulated back testing today to test a trading system. The system itself was finally released to the public in
1968, after more than twenty years of testing, when Mr. Hosoda published his book which included the final
version of the system.
Ichimoku Kinko Hyo has been used extensively in Asian trading rooms since Hosoda published his book and has
been used successfully to trade currencies, commodities, futures, and stocks. Even with such wild popularity
in Asia, Ichimoku did not make its appearance in the West until the 1990s and then, due to the utter lack of
information in English on how to use it, it was mostly relegated to the category of another “exotic” indicator
by the general trading public. Only now, in the early 21st century, are western traders really beginning to
understand the power of this charting system.

EQUILIBRIUM AT A GLANCE
The name Ichimoku Kinko Hyo, which translates to “Equilibrium chart at a glance” aptly, describes the system
and how it is to be used, as described below:
While Ichimoku utilizes five separate lines or components, they are not to be used individually, in isolation,
when making trading decisions, but rather used together to form an integrated “whole” picture of price
action that can be gleaned “at a glance”. Thus, a simple look at an Ichimoku chart should provide the Ichimoku
practitioner with a nearly immediate understanding of sentiment, momentum and strength of trend.
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Price action is constantly measured or gauged from the perspective of whether it is in relative equilibrium
or disequilibrium. Hosada strongly believed that the market was a direct reflection of human group
dynamics or behavior. He felt that human behavior could be described in terms of a constant cyclical movement
both away from and back towards equilibrium in their lives and interactions. Each of the five components that
make up Ichimoku provide its own reflection of this equilibrium or balance.
The Ichimoku chart is composed of five separate indicator lines. These lines work together to form the complete
“Ichimoku picture”. A summary of how each line is calculated is outlined below:

The Senkou span A and B deserve special mention here as they, together, form the Ichimoku “kumo” or cloud.
We cover the kumo and its myriad functions in more detail in the kumo section”.
The chart below (FIGURE 1) provides a visual representation of each of these five components:

FIGURE 1 - ICHIMOKU COMPONENTS
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ICHIMOKU SETTINGS
As you can see in the Ichimoku Components section above, each line calculation has one and sometimes two
different settings based on the number of periods considered. After much research and back testing, Goichi
Hosoda finally determined that the settings of 9, 26 and 52 were the ideal settings for obtaining optimum
results with Ichimoku. He derived the number 26 from what was then the standard Japanese business month
(which included Saturdays). The number 9 represents a week and a half and the number 52 represents two
months.
The standard settings for an Ichimoku Kinko Hyo chart are 9, 26, 52.
There is some debate around whether or not these settings of 9, 26, 52 are still valid given that the standard
work month in the West does not include Saturdays. In addition, in non-centralized markets that do not keep
standard business hours like the Forex (which trades around the clock), some have posited that there may be
more appropriate settings.
Nevertheless, EII Capital, as well as most other professional Ichimoku traders, agree that the standard settings
of 9, 26, 52 work extremely well and do not need to be altered.
The argument could be made that, since Ichimoku Kinko Hyo functions as a finely-tuned, integrated whole,
changing the settings to something other than the standard could throw the system out of balance and
introduce invalid signals.

TENKAN SEN
The Tenkan Sen, as mentioned, is calculated in the following manner:
(HIGHEST HIGH + LOWEST LOW)/2 FOR THE PAST 9 PERIODS
While many may compare the tenkan Sen to a 9 period simple moving average (SMA), it is quite different in the
sense that it measures the average of price’s highest high and lowest low for the last 9 periods. Hosoda believed
that using the average of price extremes over a given period of time was a better measure of equilibrium than
merely using an average of the closing price. This study of the tenkan sen will provide us with our first foray
into the key aspect of equilibrium that is so prevalent in the Ichimoku Kinko Hyo charting system.
Consider the chart in Figure 1 below:
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FIGURE 1 - TENKAN SEN VS. 9 PERIOD SMA
As can be seen in the chart, the tenkan sen often exhibits “flattening” whereas the 9 period SMA does not. This is
due to the fact that the tenkan sen uses the average of the highest high and lowest low rather than an average
of the closing price. Thus, during periods of price ranging, the tenkan sen will clearly show the midpoint of the
range via its flat aspect. When the tenkan sen is flat, it essentially indicates a trendless condition over the last
9 periods.
It can also be seen how the tenkan sen provides a much more accurate level of price support than does the 9
period SMA. With only one exception, price action stayed above the tenkan sen in the three highlighted areas
of the chart, while price broke below the SMA numerous times. This is due to the more conservative manner
in which the tenkan sen is calculated, which makes it less reactive to small movements in price. On a bearish
chart, the tenkan sen will likewise act as a level of resistance.
The angle of the tenkan sen can also give us an idea of the relative momentum of price movements over the
last 9 periods. A steeply angled tenkan sen will indicate a nearly vertical price rise over a short period of time
or strong momentum, whereas a flatter tenkan sen will indicate lower momentum or no momentum over that
same time period.
The tenkan sen and the kijun sen both measure the shorter-term trend. Of the two, the tenkan sen is the
“fastest” given that it measures trend over the past 9 periods as opposed to the kijun sen’s 26 periods. Thus,
given the very short term nature of the tenkan sen, it is not as reliable an indicator of trend as many
other components of Ichimoku. Nevertheless, price breaching the tenkan sen can give an early indication of
a trend change, though, like all Ichimoku signals, this should be confirmed by the other Ichimoku components
before making any trading decision.
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One of the primary uses of the tenkan sen is its relation to the kijun sen. If the tenkan sen is above the kijun
sen, then that is a bullish signal. Likewise, if the tenkan sen is below the kijun sen, then that is bearish. The
crossover of these two lines is actually a trading signal on its own, a topic that is covered in more detail in the
Ichimoku Trading Strategies section.

KIJUN SEN
The kijun sen is calculated in the following manner:
(HIGHEST HIGH + LOWEST LOW)/2 for the past 26 periods
The kijun sen is one of the true “workhorses” of Ichimoku Kinko Hyo and it has myriad applications. Like its
brother, the tenkan sen, the kijun sen measures the average of price’s highest high and lowest low, though it
does so over a longer time frame of 26 periods as opposed to the tenkan sen’s 9 periods. The kijun sen thus
provides us with all the information the tenkan sen does, just on a longer time frame.
Due to the longer time period it measures, the kijun sen is a more reliable indicator of short-term price
sentiment, strength and equilibrium than the tenkan sen. If price has been ranging, then the kijun sen will
reflect the vertical midpoint of that range (price equilibrium) via its flat aspect. Once price exceeds either the
last highest high or lowest low within the last 26 periods, however, the kijun sen will reflect that by either
angling up or down, respectively. Thus, short-term trend can be measured by the direction of the kijun sen. In
addition, the relative angle of the kijun sen will indicate the strength or momentum of the trend.
Price equilibrium is expressed even more accurately in the kijun sen than in the tenkan sen, given the longer
period of time it considers. Thus, the kijun sen can be relied upon as a significant level of price support and
resistance (see highlighted areas in Figure II below).

FIGURE II - KIJUN SEN SUPPORT
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Price tends to move alternately away from and back toward the kijun sen in a cyclical fashion due to the kijun
sen’s strong expression of equilibrium or stasis. Thus, when price momentum is extreme and price moves
rapidly up or down over a short period of time, a certain “rubber band” effect can be observed on price by the
kijun sen, attracting price back towards itself and bringing it back to equilibrium.
An analogy could be made between how price interacts with the kijun sen and how electricity always seeks
to return to ground or zero potential. The “ground” in this case is the kijun sen and price will always seek to
return to that level. This phenomenon is particularly evident when the kijun sen is flat or trendless, as can be
seen in Figure III below:

FIGURE III - KIJUN SEN “RUBBER BAND” EFFECT
Given the dynamics of the kijun sen outlined above, traders can use the kijun sen effectively as both a low-risk
point of entry as well as a solid stop loss. These two tactics are employed extensively in both the kijun sen
cross as well as the tenkan sen/kijun sen cross strategies which are covered in greater detail in our Ichimoku
Trading Strategies section.

CHIKOU SPAN
The chikou span is calculated in the following manner:
CURRENT CLOSING PRICE time-shifted backwards (into the past) 26 periods
The chikou span represents one of Ichimoku most unique features; that of time-shifting certain lines backwards
or forwards in order to gain a clearer perspective of price action. In the chikou span’s case, the current closing
price is time-shifted backwards by 26 periods. While the rationale behind this may at first appear confusing, it
becomes very clear once we consider that it allows us to quickly see how today’s price action compares to the
price action of 26 periods ago, which can help determine trend direction.
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If the current close price (as depicted by the chikou span) is lower than the price of 26 periods ago, that would
indicate that there is a potential for more bearish price action to come, since price tends to follow trends.
Conversely, if the current closing price is above the price of 26 periods ago, that would then indicate the
possibility for more bullish price action to follow.
Consider the charts in Figures IV and V below:

FIGURE IV - CHIKOU SPAN IN BULLISH CONFIGURATION

FIGURE V - CHIKOU SPAN IN BEARISH CONFIGURATION
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In addition to providing us with another piece of the “trend puzzle”, the chikou span also provides clear levels
of support and resistance, given that it represents prior closing prices. Ichimoku practitioners can thus draw
horizontal lines across the points created by the chikou span to see these key levels and utilize them in their
analysis and trading decisions (see Figure VI below).

FIGURE VI - CHIKOU SPAN SUPPORT AND RESISTANCE LEVELS

SENKOU SPAN A
The Senkou span A is calculated in the following manner:
(TENKAN SEN + KIJUN SEN)/2 time-shifted forwards (into the future) 26 periods
The Senkou span A is best-known for its part, along with the Senkou span B line, in forming the kumo, or
“Ichimoku cloud” that is the foundation of the Ichimoku Kinko Hyo charting system. The Senkou span A is
another one of the time-shifted lines that are unique to Ichimoku. In this case, it is shifted forwards by 26
periods. Since it represents the average of the tenkan sen and kijun sen, the Senkou span A is itself a measure
of equilibrium. Goichi Hosoda knew well that price tends to respect prior support and resistance levels, so by
time-shifting this line forward by 26 periods he allowed the Ichimoku practitioner to quickly see “at a glance”
where support and resistance from 26 periods ago reside compared with current price action.

SENKOU SPAN B
The Senkou span B is calculated in the following manner:
(HIGHEST HIGH + LOWEST LOW)/2 for 52 periods time-shifted forwards (into the future) 26 periods
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The Senkou span B is best-known for its part, along with the Senkou span A line, in forming the kumo, or
“Ichimoku cloud” that is the foundation of the Ichimoku Kinko Hyo charting system. On its own, the Senkou
span B line represents the longest-term view of equilibrium in the Ichimoku Kinko Hyo system. Rather than
considering only the last 26 periods in its calculation like the Senkou span A, the Senkou span B measures the
average of the highest high and lowest low for the past 52 periods. It then takes that measure and time-shifts
it forward by 26 periods, just like the Senkou span A. This convention allows Ichimoku practitioners to see this
longer term measure of equilibrium ahead of current price action, allowing them to make informed trading
decisions.
While it is possible to trade off of the Senkou span A and B lines on their own, their real power comes in their
combined dynamics in the kumo.

THE KUMO CLOUD
THE BASICS
The kumo is the very “heart and soul” of the Ichimoku Kinko Hyo charting system. Perhaps the most
immediately visible component of Ichimoku, the kumo (“cloud” in Japanese) enables one to immediately
distinguish the prevailing “big picture” trend and price’s relationship to that trend. The kumo is also one of
the most unique aspects of Ichimoku Kinko Hyo as it provides a deep, multi-dimensional view of support
and resistance as opposed to just a single, uni- dimensional level as provided by other charting systems. This
more encompassing view better represents the way in which the market truly functions, where support and
resistance is not merely a single point on a chart, but rather areas that expand and contract depending upon
market dynamics.
The kumo itself is comprised of two lines, the Senkou span A and the Senkou span B. Each of these two lines
provides their own measure of equilibrium and together they form the complete view of longer-term support
and resistance. Between these two lines lies the kumo “cloud” itself, which is essentially a space of “no
trend” where price equilibrium can make price action unpredictable and volatile.
Trading within the kumo is not a recommended practice, as its trendless nature creates a high degree of
uncertainty.

A BETTER MEASURE OF SUPPORT AND RESISTANCE
As mentioned earlier, one of the kumo’s most unique aspects is its ability to provide a more reliable view of
support and resistance than that provided by other charting systems. Rather than providing a single level for
S&R, the kumo expands and contracts with historical price action to give a multi-dimensional view of support
and resistance. At times the kumo’s ability to forecast support and resistance is nothing short of eerie, as
can be seen in the chart below (Figure I) for USD/CAD, where price respected the kumo boundaries on five
separate occasions over a 30-day span.
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FIGURE I - KUMO SUPPORT & RESISTANCE
The power of the kumo becomes even more evident when compared with traditional support and resistance
theories. In the chart for Figure II below, we have added a traditional down trend line (A) and a traditional
resistance line at 1.1867 (B). Price managed to break and close above both the down trend line and the single
resistance level at point C. Traditional S&R traders would take this as a strong signal to go Long this pair at that
point. A savvy Ichimoku practitioner, on the other hand, would take one look at price’s location just below the
bottom edge of the kumo and would know that going long at that point is extremely risky given the strong
resistance presented by the kumo. Indeed, price did bounce off of the kumo and dropped approximately 250
pips, which would have most likely eradicated the long position of the traditional S&R trader.
Frustrated by his last losing trade, the traditional S&R trader spots another chance to go long, as he sees price
break and close above the prior swing high at point D. The Ichimoku trader only sees price trading in the
middle of the kumo, which he knows is a trendless area that makes for uncertain conditions. The Ichimoku
trader is also aware that the top boundary of the kumo, the Senkou span B, is close at hand and may present
considerable resistance, so he again leaves this dubious long trade to the traditional S&R trader as he awaits a
better trade opportunity. Lo and behold, after meeting the kumo boundary and making a meager 50 pips, the
pair drops like a stone nearly 500 pips.
The example given above illustrates how Ichimoku multi-dimensional view of support and resistance gives the
Ichimoku practitioner an “inside view” of S&R that traditional chartists do not have. This enables the Ichimoku
practitioner to select only the most legitimate, high reward trade opportunities and reject those of dubious
quality and reward. The traditional chartist is left to “hope” that their latest breakout trade doesn’t turn into a
head fake - a shaky strategy, at best.
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FIGURE II - TRADITIONAL S&R THEORY VS. ICHIMOKU KUMO

PRICE’S RELATIONSHIP TO THE KUMO
In its most basic interpretation, when price is trading above the kumo, that is a bullish signal since it indicates
current price is higher than the historical average. Likewise, if price is trading below the kumo that indicates
that bearish sentiment is stronger. If price is trading within the kumo that indicates a loss of trend since the
space between the kumo boundaries is the ultimate expression of equilibrium or stasis.
The informed Ichimoku practitioner wills normally first consult price’s relationship to the kumo in order to
get their initial view on a chart’s sentiment. From a trading perspective, the Ichimoku chartist will also always
wait for price to situate itself on the correct side of the kumo (above for long trades and below for short trades)
on their chosen execution time frame before initiating any trades. If price is trading within the kumo, then
they will wait to make any trades until it closes above/below the kumo.

KUMO DEPTH
As you will see upon studying an Ichimoku chart, the kumo’s depth or thickness can vary drastically. The depth
of the kumo is an indication of market volatility, with a thicker kumo indicating higher historical volatility and
a thinner one indicating lower volatility. To understand this phenomenon, we need to keep in mind what the
two lines that make up the kumo, the Senkou span A and the Senkou span B, represent. The Senkou span A
measures the average of the tenkan sen and kijun sen, so its “period” is between 9 and 26 periods, since those
are the two periods that the Tenkan Sen and Kijun Sen measure, respectively. The Senkou span B line, on the
other hand, measures the average of the highest high and lowest low price for the past 52 periods. Thus, the
Senkou Span A is essentially the “faster” line of the two, since it measures a shorter period of equilibrium.

MY TOP CHARTING TECHNIQUES

69

Consider the chart in Figure III below. For the previous 52 periods, price made a total range of 793 pips (from
a high of 1.2672 to a low of 1.1879) The midpoint or average of this range is 1.2275 and that is thus the value
of the Senkou span B. This value is then time-shifted forwards by 26 periods so that it stays in front of current
price action. The Senkou span A is more reactive to short-term price action and thus is already reflecting the
move of price back up from its low of 1.1879 in its positive angle and the gradually thinning kumo. The Senkou
span B, on the other hand, is actually continuing to move down as the highest high of the last 52 periods
continues to lower as it follows the price curve’s move down from the original high of 1.2672.
If price continues to rise, the Senkou span A and B will switch places and the Senkou span A will cross above
the Senkou span B in a so-called “kumo twist”.

FIGURE III - THE KUMO AND ITS CALCULATIONS
The kumo expands and contracts based on market volatility. With greater volatility (i.e. where the price of a
given currency pair changes direction dramatically over a short period of time), the faster Senkou span A will
travel along in relative uniformity with the price curve while the slower Senkou span B will lag significantly
given that it represents the average of the highest high and lowest low over the past 52 periods. Thicker
kumos are thus created when volatility increases and thinner ones are created when volatility decreases.

KUMO DEPTH OR THICKNESS IS A FUNCTION OF PRICE VOLATILITY
From a trading perspective, the thicker the kumo, the greater support/resistance it will provide. This information
can be used by the Ichimoku practitioner to fine tune their risk management and trading strategy. For example,
they may consider increasing their position size if their Long entry is just above a particularly thick kumo, as
the chances of price breaking back below the kumo is significantly less than if the kumo were very thin. In
addition, if they are already in a position and price is approaching a very well-developed kumo on another
time frame, they may choose to either take profit at the kumo boundary or at least reduce their position size
to account for the risk associated with the thicker kumo.
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In general, the thicker and more well-developed a kumo is, the greater the Support/resistance it will provide.

KUMO SENTIMENT
In addition to providing a view of sentiment its relationship with price, the kumo itself also has its own “internal”
sentiment or bias. This makes sense when we consider that the kumo is made up of essentially two moving
averages, the Senkou span A and the Senkou span B. When the Senkou span A is above the Senkou span B, the
sentiment is bullish since the faster moving average is trading above the slower. Conversely, when the Senkou
span B is above the Senkou span A, the sentiment is bearish.
This concept of kumo sentiment can be seen in Figure IV below:

FIGURE IV - KUMO SENTIMENT
When the Senkou span A and B switch places, this indicates an overall trend change from this
longer-term perspective. Ichimoku practitioners thus keep an eye on the leading kumo’s sentiment for clues
about both current trend as well as any upcoming trend changes. The “Senkou span cross” is an actual trading
strategy that utilizes this kumo twist as both an entry as well as a continuation or confirmation signal. More on
this strategy is covered in our Ichimoku Trading Strategies section.
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FLAT TOP/BOTTOM KUMOS
The flat top or bottom that is often observed in the kumo is key to understanding one piece of the kumo’s
“equilibrium equation”. Just like the “rubber band effect” that a flat kijun sen can exert on price, a flat Senkou
span B can act in the same way, attracting price that is in close proximity. The reason for this is simple: a
flat Senkou span B represents the midpoint of a trendless price situation over the prior 52 periods - price
equilibrium. Since price always seeks to return to equilibrium, and the flat Senkou span B is such a strong
expression of this equilibrium, it becomes an equally strong attractor of price.
In a bullish trend, this flat Senkou span B will result in a flat bottom kumo and in a bearish trend it will manifest
as a flat top kumo. The Ichimoku practitioner can use this knowledge of the physics of the flat Senkou span B
in order to be more cautious about both their exits out of the kumo. For instance, when exiting a flat bottom
(bullish) kumo from the bottom, rather than merely placing an entry order 10 pips below the Senkou span B,
savvy Ichimoku practitioners will look for another point around which to build their entry order to ensure they
don’t get caught in the flat bottom’s “gravitational pull”. This method minimizes the number of false breakouts
experienced by the trader.
See the highlighted areas in the chart for Figure V below for an example of flat top and bottom kumos:

FIGURE V - Flat Top and Flat Bottom Kumos
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THE MOVIE
WATCH HERE the full trading education video on the Ichimoku Cloud system
explained in this chapter.

THE SPECIAL OFFER
In this two hour course you will learn all the basics of options and move into understanding
how to use the basics to trade Options Strategies. Also, learn how to create and understand a
risk graph for Calls, Puts and all options strategies. You will learn how to analyze maximum risk
and maximum profits for each type of trade set-up. Included in this course is understanding
what makes up Unusual Options Activity. You will learn to understand how to scan for Unusual
Options Activity in real time with Think or Swim. Also, learn to determine potentially the best
entry and exit points for all of these different options strategies
Reregister for this special unusual options activity course, SIMPLY CLICK HERE!

CLICK HERE!
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30 Trading Insights to Help You
Overcome Your Trading Fears
By Tom Busby,
Diversified Trafic Institute

Experience is a great teacher, and nothing is better than learning from the wisdom of traders who have been
in the trenches for years. Tom Busby started his trading career as a Vice President of Smith Barney. He is a
member of the Chicago Mercantile Exchange, and one of 50 people selected worldwide for the first Globex
terminals in the late 1990’s.
He is the author of three books, “Winning the Day Trading Game”, “The Markets Never Sleep” and “Trade to Win”
(all available on amazon.com). In 1996, he founded DTI - a brick and mortar trading education business that
provides classroom and online training for active traders.
With decades of trading experience, Tom has many insights that he has learned along his journey trading
the markets. What follows is 30 of his trading insights. Some of them are historical observations of market
behavior and some are common sense. When you are nose down trading the markets, it can be very helpful
to step back and review common-sense trading insights to help maintain your focus.

DTI Headquarters in Mobile, AL
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INSIGHT #1
Record prices on the first day of the year.
This helps you trade the winners.

On the first day of the year, record the prices of all the markets you trade. Do you know what the price
of gold was at the first of the year? If you trade gold and you knew that gold was trading at 1200,
you would know today whether to be long or short gold. Having a historical perspective of your
favorite market can help you identify long-term trends and can be an important decision-making
tool. Record the first day of the year prices of your favorite markets, and display them in a place
where you can see them every day.

INSIGHT #2
When prices are trading at their highs,
they tend to make higher highs.
When prices are trading at their lows,
they tend to make lower lows.
When prices are trading at their highs, they tend to make higher highs. This was the story for the 2nd
quarter of 2014. The S&P 500 made one record high after the next. Be mindful of this insight when
you see your favorite market as it hits new highs or lows.

INSIGHT #3
The market usually reverses its trend after July 4
If the market has been on an uptrend, it is common for it to reverse its direction after July 4, and the
reversal usually continues through Labor Day. It doesn’t happen all the time but it happens quite
frequently.

INSIGHT #4
When a stock crosses the $100 price, it will typically go to $110.
This is also true when stocks cross the $200 line.
This trend happens with surprising frequency. Take a look at any stock that has crossed the $100 line.
What you will discover is that the stock will reach $110 within a relatively short period of time. The
same phenomenon occurs when stocks cross a major threshold, like the $200 line. This can give you
a trading edge when you see this happening.
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INSIGHT #5
The 6:00am CDT price on the Dax futures is the most important price
in the Dax for that day of trading.
It should be used as a pivot to gauge whether the
overall market will be up or down for the session.
Take a look at the hourly charts for the Dax. You will notice that the high or low of the day usually
reveals itself at the 6:00am bar. This can give you a very strong advantage when trading the Dax. This
information can be especially valuable if you trade Nadex binary options.

INSIGHT #6
Think of trading as a journey.
Enjoy the trip and learn continuously from it.
Traders have a tendency to obsess on the trades they are currently making, but it is more important
to take a long term view and take a look at today’s trading as just part of a long-term journey. Enjoy
the ride, learn from all of your experiences, and focus at getting better at your craft. Study the
markets and study yourself.

INSIGHT #7
The market is open 24 hours a day.
Learn to take advantage of it.
There are trading opportunities available the
entire day. If you become familiar with the
Asian, European and U.S. markets there are
opportunities available to you around the clock.
Here’s a chart of the markets:
Trends can follow from Asia to Europe and into
the US market, which is divided into a morning
and evening session. If you watch trends
transition through markets, it can give you a
trading edge.
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INSIGHT #8
Don’t worry about the direction of the market.
Go with the market.
If a stock or market is trending up or down, stay on the side of the trend. If you watch the steady rise
of Apple (NASDAQ: AAPL) you know it would be absolutely foolish to try to predict a downtrend. Go
with the market when it’s trending and don’t fight it.

INSIGHT #9
Markets respect news.
You should too.
There are eight Federal Reserve meetings per year, and you need to have them on your calendar. The
first Friday of every month there is a major news announcement about jobs and unemployment.
That’s 20 major economic news events. The markets are very sensitive to these events, and you need
to be aware of them.

INSIGHT #10
Know when important economic
data is being reported.
Then use that information to make money.
Know when economic reports are due to come out. Barrons.com and Investing.com provide valuable
calendars of economic reports with indicators that rank their likely impact on the markets.

INSIGHT #11
Every Wednesday, a Crude Oil report is released at 9:30am CDT
There are pre-market trading opportunities in the crude sector
during the morning of the announcement.
Crude oil has a tendency to be very volatile around the release of this report, and there are trading
opportunities in advance of the report and directly after the release of the report.
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INSIGHT #12
Crude oil tends to have a negative close
on the last trading day of the month.
Here’s a little-known fact. Production checks for oil producers are paid out based on the closing price
for oil at the end of the month. This has a tendency to move the market down slightly.

INSIGHT #13
Fed announcements provide opportunities to locate
trending opportunities in stocks, futures and options trades
for 3 days after the Fed announcement.
There’s a 48-hour window after a Fed announcement that allows people to have a good trend trade.
Find out when the Fed is going to have an announcement, and for the next 3 days afterwards, you
can identify a good trending trade opportunity.

INSIGHT #14
The night of the presidential election offers
great trading opportunities after 7:00pm CDT.
If you go back to the year 2000, when the race was really tight between Bush and Gore, the market
rallied every time Florida went to Bush, and sold off when Florida went to Gore. There are a lot of
good trading opportunities on the night of the Presidential election.

INSIGHT #15
The day after Thanksgiving tends to have
One of the largest percentage up days of the year.
If you get up at 6:00 and trade ahead of the markets open, you can make some very good money the
day after Thanksgiving.
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INSIGHT #16
Be open minded, and continue to learn.
There are always new things you can learn about trading, regardless of how long you have been doing
it. Maybe it’s the 6:00am Dax rule. Maybe it’s the $100 stock rule. There is a wealth of information out
there that can give you a trading edge. Stay open-minded, be nimble and continue to learn.

INSIGHT #17
The week of December 26 – January 1 is the
best trading week of the year.
Most people take off this week, but if you ever want to catch a trend, there is no better week to do it.

INSIGHT #18
When overall market prices have risen
2.5 percent during any session,
DO NOT GO SHORT.
If the market goes down less than 2.5 percent it will probably bounce back up. If the market rises 2.5
percent, do not go short. If the market breaks through 2.5 percent going down, it will probably keep
going down. 2.5 percent is a good band to have around the markets.

INSIGHT #19
Like your stock choices,
but don’t marry them.
When they stop paying, it’s time to split-up.
If the markets are having a big up day, and your stock isn’t moving, you might be in a bad relationship.
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INSIGHT #20
Chicken, fish or steak?
Make a decision and move on.
Don’t beat yourself up second-guessing your decisions. When you made a decision to trade, it was
hopefully based on some type of analysis. Remember you are on a journey, and the choice you made
today could work in your favor even if it is moving against you a little.

INSIGHT #21
If the general market is moving up
and your stock is not – you have a problem.
More specifically, if the overall market moves up 2 percent,
and your stock is moving down – GET OUT.
Your stock should never be moving against the market, especially if the market is rallying.

INSIGHT #22
Stocks that have been the most bullish
typically fall the fastest in a down-trending market
This is just the way markets seem to behave. Stocks with the greatest bullish momentum also fall
the fastest.

INSIGHT #23
Take losses more quickly than profits.
Riding profits long and getting out of losses quick is a major key to successful trading.

INSIGHT #24
Always use a STOP
Trading without setting a stop is the easiest way to wipe out an account. Knowing where to set your
stops and managing your risk is critical.
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INSIGHT #25
When you hear someone say
“You don’t go broke taking profits.” – RUN
That’s exactly how it happens
You don’t take trades to make a small fraction of your potential profits, you take trades to reach an
objective. That’s why it’s important to have a plan when you trade.

INSIGHT #26
When entering a position, always know
where the exit resides.
This goes back to having a trading plan. Always know what you plan to risk and where your reward
lies. This also means you need to know when to get out of a trade.

INSIGHT #27
Never risk too much in any trade.
No trade is worth potentially losing
more than 10 percent of your account balance.
How big of an account do you need to have to stay within this rule? If you are risking $300 on a trade,
you know you have to have at least a $3,000 account balance.

INSIGHT #28
Learn how to win
from your losing trades.
Analyze your losing trades. Keep a log of them. What went wrong? Often times the answer lies in
timing, execution or not following the rules of a trading plan.
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INSIGHT #29
Overtrading will make you lose.
Don’t lose.
There are lots of reasons why people overtrade, but it leads to losing money. Quit when you’re
ahead and don’t give your profits back. Give yourself some “Time Out” rules. Maybe if you have had
2 consecutive losses, it’s time to take a “time out” to prevent revenge trading from creeping in.

INSIGHT #30
Some days, your best trading decision
may be to stay in bed.
If the markets are not moving according to your trading plan, or if you just don’t see the trade, then
it’s best not to take the trade.
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CONCLUSION
The trading insights outlined in this chapter will help give you a trading edge. While many of these insights are
common sense, we sometimes lose sight of common sense when we trade the markets. Tips like the 6:00am
rule for trading the Dax, and other historical observations can definitely give you an advantage. If you pay
attention to these insights, you probably win more trades with confidence.

THE MOVIE
In this 54-minute video, Tom Busby goes through the 30 Trading Insights, and shares some of his
insights in overcoming common trading fears. He also uses his trading method to demonstrate
a live crude oil trade.

WATCH THE VIDEO

SPECIAL OFFER FROM DTI
GET A FREE PDF AND VIDEO FOR STRATEGIES TO HELP YOU OVERCOME
FEAR IN YOUR TRADING

CLICK HERE!
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