Risk Disclosure

Futures and forex trading contains substantial risk and is not for every investor. An investor
could potentially lose all or more than the initial investment. Risk capital is money that can

be lost without jeopardizing ones’ financial security or life style. Only risk capital should be

used for trading and only those with sufficient risk capital should consider trading. Past

performance is not necessarily indicative of future results.
Hypothetical Performance Disclosure

Hypothetical performance results have many inherent limitations, some of which are
described below. No representation is being made that any account will or is likely to
achieve profits or losses similar to those shown; in fact, there are frequently sharp
differences between hypothetical performance results and the actual results subsequently
achieved by any particular trading program. One of the limitations of hypothetical
performance results is that they are generally prepared with the benefit of hindsight. In
addition, hypothetical trading does not involve financial risk, and no hypothetical trading
record can completely account for the impact of financial risk of actual trading. for example,
the ability to withstand losses or to adhere to a particular trading program in spite of trading
losses are material points which can also adversely affect actual trading results. There are
numerous other factors related to the markets in general or to the implementation of any
specific trading program which cannot be fully accounted for in the preparation of
hypothetical performance results and all which can adversely affect trading results. This
book is for educational purposes only and the opinions expressed are those of the author
only. All trades presented should be considered hypothetical. All the trades are not traded in

a live account.
Testimonials

Testimonials appearing in this publication may not be representative of other clients or

customers and is not a guarantee of future performance or success.
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BONUS VIDEO CONTENT

A book format does not always allow to convey the message as a video can so | put together
a secret webpage, where | uploaded some hand picked video content for you. Those videos
show real intraday and swing trades with my commentary. There are also recordings of some
of my Volume Profile webinars. | hope this bonus content will be a nice little addition to this

book. Here is the address and the password:

Adress: https://www.trader-dale.com/vp-book

Password: happy trading


https://www.trader-dale.com/vp-book
https://www.trader-dale.com/vp-book

Introduction

My story

Hello, my name is Dale, and | am a full-time trader since 2008. | have always been very
passionate about economics, finance, and trading. | got my university degree in finance,
before becoming a certified portfolio manager, investment manager, as well as getting my
financial derivatives certification. | am proud to say that unlike most of all the trading
"gurus," | actually have a proper education and certification. This is, of course, thanks to my
parents who supported me enormously in my studies and who helped me at the start of my

career.

Fresh out of college, | started to work as a market analyst for a major brokerage. Most would
be grateful to have this position right out of college, but | didn’t really feel it this way. | had
two problems with this job. The first one was that | don’t like having a boss who tells me what
to do. | always studied hard to be independent not an employee. The second reason was that
| didn’t like how the company treated their customers. | think this is an issue with most forex
brokers. They don’t really care if their clients make money or not. They are selfish and focus
primarily on their fees. They feel no responsibility, and they don’t care about their clients best

interest. | didn’t like being a tool in such a company, so | left.

After | quit my job, | focused all my efforts towards trading. This was my 100% focus; testing
all sorts of different trading strategies, trying different trading approaches, backtesting various

patterns and anything else you can think of for 12-15 hours every day.

| was trading various instruments and using many different trading styles. | was trading stocks,
investment certificates, and automated trading systems. Currently, my primary focus is on

manual forex trading.

When | started trading forex, | was under the impression that | needed to find a Holy Grail
which would make me a big pile of money quickly. | was searching for this Holy Grail among
various trading indicators. Needless to say that | sucked. | tried most of the standard indicators

with many different settings, but nothing really worked. At least not in the long run.



My first tangible success was when | finally got rid of all the indicators and started anew with
simple Price Action. For the first time, | felt | was getting somewhere! The big "eureka
moment" came when | combined Price Action with Volume Profile. This was when | started to

see a consistent edge and consistent profitability.

What you will learn

When | was writing this book, my goal was to give you the book | wish somebody gave me 10
years ago, when | started. A book which would save me all the time spent in dead ends, all the
time spent researching and a book that would guide me through the complicated world of

trading, leading me the right way and teaching me all the important aspect of trading.
In this book you will learn:

e How to work with Price Action

e Price Action strategies that you can immediately put to use

e How Volume Profile works

e My favorite Volume Profile strategies

e How to find your own trading style and what are the best trading instruments to trade

e How to manage trading around macroeconomic news

e How to do your market analysis from Ato Z

e How to manage your positions

e How to do a proper money management

e How to deal with trading psychology

e How to do a proper backtest and how to get started with trading your backtested
strategies

e What are the most common trading mistakes and how to avoid them

e The exact ways and rules | apply to my own trading
You will learn all this in a simple, poignant way along with many examples and pictures.
Why don't | keep it secret?

Let me address one pretty important question most people have. In fact, you wouldn‘t really

be a smart investor if you weren‘t skeptical about this. The thing is: Why would | reveal to you



my working trading strategies? Why not keep it to myself? Why not keep it secret, if it is really

that good?

| have seen so many scammers in this industry. There are so many people who don't have any
financial education, no certification, no real knowledge of the markets and still they place
themselves in a position of a "guru." Still, they don't care if the people who pay for their service

fail or not. The brokerage company | worked for before wasn‘t different.

I am personally strongly against such practices. | want to do things differently and actually help
people, and giving you a helping hand doesn‘t hurt me in any way. Do you know how many
people like you and me trade currencies? How much volumes do we control? It is only 3.5%.
Only 3.5% of daily forex volume is controlled by retail traders (statistics from Bank for

International Settlements). The rest is institutions.

Based on this fact, helping you and other retail traders like you with their trading can‘t have
any impact on the market, and it can‘t endanger me and my trading strategy. So | don‘t think
there is a reason not to share. If you are willing to learn and you are willing put some work

into improving your trading, then | am more than glad to share my knowledge.

Important notice

This is not a “get rich quick” magic guide. | won‘t lie to you and make any false promises. It
takes time and hard work to learn and master trading and the Volume Profile. If you are
looking for a magic formula, you are reading the wrong book. | really can‘t make any promises.
| will show you what | do and what works for me. That’s it. | can‘t guarantee that it will work
for you too. Everybody is different, and my trading style may not suit everyone. That's a fact.
What is also a fact though, is that this is the best trading approach | came across in my decade-

long trading career. What | am about to teach you with this book is the best | know.

So, if you don‘t mind that | won‘t be giving you a “magic pill,” (as it doesn’t exist) then let’s

move on to the first chapter!
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Price Action

Price Action is the art of understanding the naked charts without any indicator. It is the first
thing | recommend to learn before jumping into anything else. It is the corner-stone upon

which all the other aspects | will cover in this book stand.

There is one thing | do quite differently to most of the Price Action courses out there. The
thing is that 1 don't look for candlestick formations. If | compared Price Action to reading, then
candlestick formations would be only single letters or single words. However, price charts and
markets speak in sentences; not is single separate letters or words. For that reason, | perceive
the price movement as a continuous flow and the main thing | am interested in is the price

dynamics.

Why does the price move?

Before we get further into the details and trading setups, let me ask you an important
guestion. What moves the price? In other words: Why does the price move? Think about it.
Was your answer "because there are more buyers than sellers (or vice versa)"? Wrong, but
don't feel bad. It is a common mistake which also the "experts" from television or newspapers
often do in their comments and articles. What truly moves the price is AGGRESSION. If the
price goes up, then the buyers are more aggressive. If it goes down, then sellers are more

aggressive.

If you are aggressive, you want to buy or sell NOW. If you want something NOW and you want
to be 100 % sure you will get it, you need to use MARKET ORDER. This type of order means
that whatever the price is, your order will get filled. In other words: you place a MARKET

ORDER to buy or sell immediately at the best available current price.

Imagine a situation when there is a piece of news that implies that EUR/USD will go up. You
are a hedge fund trader, and you want to enter a long position with 1 000 lot (that equals to
$100 000 000). Unfortunately, everybody else sees this piece of news, and they also see the
opportunity. The price is starting to go up rapidly. You want to be part of this, and you really

want to enter your position. However, this is happening too fast. To make sure you will be
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able to jump into the new trend — you need to enter the trade with MARKET ORDER. You need

to be aggressive. This is a demonstration of what will happen:

"I
Eljltering aggressively Hlm |‘| I I H I|-| I—I|:|—l
with MARKET ORDER ‘ ‘ , JJJ 112308
- —1,2308

by TH

—1,2306

12305

12304

< buy 200 lot
F1,2303
I|:| . buy 400 lot
F1,2302
<} buy 100 lot F1,2301
|:|— < buy 200 lot F1.2300
H <} buy 100 lot [1.2299

QIHI_HT e

12286

m o

Because your position is pretty big, it won’t be filled all at once. It will get filled fast, you will
be able to enter the whole position, but the position will get split as the price moves upward
quickly. It is the aggressive market participants, who drive the price aggressively up or down

with their market orders. This is the true reason why the price moves.

There is much more to this topic, but to understand the basic concept, it should be enough.
Remember: itis the aggressive buyers/sellers with their aggressive market orders who drive
the price up or down. | will be talking about aggressivity or aggressive buyers/sellers quite
often in this book. Every time | do, and you won't be sure what | am talking about, just
remember the example of you being hedge fund trader who is entering the quick market with

1 000 lots.

Who moves the price?

Even though the question "who moves the price?" may seem a bit philosophical and not
practical or useful, it is extremely important. In fact, the whole idea behind my trading system

is based on this question.
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The table on the right side shows that roughly 80% of all the currency volume is transacted by
only ten financial institutions. They have the absolute majority, they move and manipulate the

price. It is their game!

Top 10 currency traders

% of overall volume, May 2014

Rank Name Market share
1 |EES Cf 16.04%
2 W Deutsche Bank 15.67%
3 |SE= Barclays Investment Bank 10.91%
4 |[JUBsAG 10.88%
5 |=g=HSBC 7.12%
6 |m= JPMorgan 5.55%
7 |M= Bank of America Merrill Lynch 4.38%
8 |=g= Royal Bank of Scotland 3.25%
9 | § BNP Paribas 3.10%
10 |m= Goldman Sachs 2 53%

It is not just the forex market. It is the same for all trading instruments. If you look for example
at the cryptocurrency market, you can see that it is identical. No matter that this particular
market is quite new, still the big financial groups dominate, manipulate and move this market.
In the picture, you can see that only 4.11 % of addresses (financial groups) own 96.53 % of all
the Bitcoins. On the other hand at the bottom of the picture, you can see a small little share
that the retail traders own (that's us). It is the same for currencies, major cryptocurrencies,
stocks, indexes...the market is ALWAYS dominated, moved, and manipulated by a few big

institutions or financial groups.
The O bitcoin Wealth Distribution

4.11% OF ADDRESSES OWN 96.53% OF BTC*

N

0.00088% of
the addresses
own 17.49%
of BTC 0.01% of

the addresses
own 20.47%

4193 % of the addresses
— own 0.01% of BTC
0.00000748% of the addresses 24.94% of the addresses
‘own 0.73% of BTC own 0.09% of BTC
9.41% of the addresses t 19.61% of the addresses

own 2.84% of BTC

own 0.53% of BTC

95.89% OF ADDRESSES OWN 3.47% OF BTC*
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As you can see, you and | are pretty small. We can't move the price, we can't manipulate the
markets, BUT we can be profitable! We only need to accept our role in this game. So, to be

profitable, we need to keep an eye on the big guys — the institutions.

How do we do that? How do we track institutions? We track them through Price Action and
Volumes. Price Action and Volumes provide us with clues on what the institutions were doing,

what they are doing right now and what they most likely will be doing in the future.

Indicators

Add clarity to your chart analysis

In the previous chapter, | said, that we can predict institutional activity and market moves with
Price Action and Volume. What won't help you whatsoever in predicting future market moves,

are indicators.

Standard indicators only show you historical development but fail to foresee future
movements. | don’t want to get too mathematical in here, but if you look at how the most
common indicators are calculated, you will see that they work with only two variables: 1. time,
2. historical price. That’s it. Nothing more. All those indicators are only variations and different
visualizations of time and historical price. There is no Holy Grail among them, and they are all

just lines in your charts that add absolutely no value.

So, why do all those forex broker analysts use all those indicators then? Well, do you know

who those analysts are? They are just ordinary guys who go to work, do their job and then go
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home. It so comes that their job is to do one stupid article per day to feed their clients. Those
clients are most likely to lose their money anyways since most people in this business do. So
those analysts just give them an incentive to do some more trading so the broker can profit
on taking opposite sides of the trades. That’s it. The only purpose of indicators is to make

people feel more in control and to push them to trade more.

If you use for example simple EMA indicator (exponential moving average) to help you identify
which way the trend goes, then | don't really have anything against it. However, if you are
building strategies based on the indicators, please stop. It will never work. Believe me; | have
tried both ends of this rope. | was the guy who tried all the indicators and who was searching

for the Holy Grail day and night. Later on, | was also the guy working for the broker.

How to spot institutional activity with Price Action

In this chapter, | would like to show you how to spot areas where big financial institutions
were active. Those areas are extremely important because they help us understand where
institutional interest was and with high probability will be again. A place which is significant
for institutions should be significant for us too because our whole business is basically based

on following the big guys.

There are three main signs of institutional activity we can spot with Price Action:

1. Sideways price action area
2. Aggressive initiation activity

3. Strong rejection (of higher or lower prices)

Sideways price action area

One of the biggest differences between retail traders (that's us) and institutions is the amount
of the trading capital that we manage. Institutions have extreme amounts of capital, and
because of this, they have a problem that we will never have. The problem is simply in having
too much money. If they want to open a large trade unnoticed, they need a lot of time to enter
their position. They intend to do it slowly, unnoticed, so nobody realizes what they are doing.
If they succeed, they can enter their large position without alerting other market participants

and without moving the price too much.
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If for example a large institution like Citi bank started buying vast amounts of the EUR quickly
and aggressively, it would start a lot of excitement and the trend. In this case, the trend
wouldn't be their friend because they would not be able to fully enter their large trading

position. At least not for the prices they would like.

For this reason, institutions need a lot of time to enter their big positions unnoticed. They try
to appear as small investors who are randomly placing a lot of relatively small positions in the

market.

The only way they can slowly and discreetly accumulate their positions is in sideways price

action. There they can hide their activity perfectly.

So, next time you see a sideways price action channel —don’t assume that it is boring and that
nothing is going on there. You would be most likely wrong. A sideways price action is a place
where big institutions are getting ready for action. That’s why it is so important and why it is

among the first things | look for when | analyze any chart.

Below, you can see a price chart where | marked all significant sideways price action areas.
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Let me now show you a proof that big trading positions were accumulated in those sideways
price action areas. The picture below shows exactly the same chart but this time with Volume
Profile. You can see that the profile is the widest at places where the sideways price action

areas are. This means that most of the positions were accumulated there.
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Sideways price action is a very significant place on all timeframes. It doesn't matter if you use

a 1-minute chart, 30-minute chart, daily chart or a weekly chart. The logic is always the same,

and that’s why it works so well with all timeframes.

| analyze charts most often on the 30-minute timeframe (intraday trades) and daily timeframe

(swing trades).

Summary: Look for sideways price action areas. Those are very significant places because
institutions are accumulating their positions there. Always watch for such areas, no matter

which timeframe you use.
Aggressive initiation activity

Aggressive initiation activity is basically a significant price movement or a trend. It is caused
by aggressive buyers pushing the price higher or by aggressive sellers who are pushing the
price lower. This sort of aggressive buying or selling often takes place after sideways price
action activity. What happens is that big institutions are building up their positions (in
sideways areas), and when they are done with that, they start aggressive buying or selling to
manipulate and to move the price in any direction they want. This is how they make money.
They build up their positions slowly and unnoticed, and then they start a trend to make those

positions profitable.
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When the price is moving in a fast trend, there isn't much time to place any more big positions.

For this reason, the institutions need to accumulate their positions before the move.

Below are two typical examples of sideways price action areas followed by aggressive

initiation activity:
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Strong initiation areas or trend areas are significant because they show us the intentions of
big financial institutions. We can’t see the intentions in sideways price action areas, but when

the trend starts, we know if the institutional accumulated positions were long or short.

If there is a strong uptrend after a sideways price action area, then we know that the positions
that the big institutions were accumulating, were long positions. If, on the other hand, there
is a sideways price action channel followed by aggressive sell-off (or a downtrend), then we

know that the accumulated positions were short positions.

Remember that strong trend areas or fast price movements are ALWAYS caused by
aggressive buyers or sellers. It is the aggression of institutions that moves the price up or

down.

Now you know two significant pieces of information that the market gives us and which we
should always consider in out market analysis. It is “sideways price action” and “strong
initiation.” There is one more piece of information that price action gives us and that | find

really important. It is the “strong rejection.”

Strong rejection (of higher or lower prices)

Strong rejection of either higher or lower price levels is a sudden price reversal. This pattern
is made when the price goes one way aggressively and then turns quickly and with the same
aggression and speed goes the other way. A classic example would be a type of candle called
the "pin bar." But pin bar isn't the only visual form of strong rejection. There are many ways a
strong rejection can look like. A common sign for all strong rejections is an aggression and

sudden reversal.

What happens is that one side of the market (for example buyers) is aggressive and moves the
price in one way. Then it clashes with the other side (for example strong sellers) which
suddenly becomes even stronger and even more aggressive. So the price turns quickly, and
the stronger side takes over. The area where the other side took over is very significant
because it marks a place where strong market participants rejected aggressively the current
course of action and started strong countermove. This place is significant for us because it will
most likely be defended again if the price gets near again. It becomes a new

support/resistance zone.

19



Here are some examples of strong rejections:
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As you can see, there doesn't need to be a pin bar for us to spot aggressive rejection. To be
frank, I don't really care how the candles look. The only rule is that there needs to be a sudden

reversal. Candle patterns don't concern me. The reason for that is that they are different on
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different timeframes. A strong rejection should be visible on more timeframes, not just one.

Remember, we are analyzing the price "flow and aggression" not candle patterns.

It takes some time to be able to spot and recognize strong rejections and tell them from
rejections that are not so significant. But in some time you will be able to do this, and you will

look at a chart, and you will read whole sentences instead of only separate letters.

Remember, places where price suddenly turned and changed direction are very significant.

We should always watch out for them in our price action analysis.

The complete picture

The three Price Action signs of institutional activity | showed you before are essentially the
core of the trading method | use. Those three are the most significant things for me to see in
every chart. They are also the first thing | notice when | look at any chart. After some practice,
you will be able to recognize them quickly, and the whole process of recognizing those zones
will come to you quite naturally. For now, try actively looking for those areas. You should learn

to visualize the charts in your head to look like this:

+,D-H?I*D?I+LQ!IH$*

1 iyl

A

I - [ ] sideways price action area
I

You basically split the charts into separate areas in your head. Every area will give you some

information about the institutions.
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There are some really good strategies based on those price action formations. | will elaborate

on them more in the Volume Profile section of this book.

What timeframes to use to spot institutional activity

The big financial institutions operate in many different ways and on many timeframes. They
do algorithmic trading; they have traders who do intraday trading, swing trading, traders who
do long-term investments, they have people who do hedging, currency conversions... they just
do it all. The big institutions cover all the timeframes — from one minute to monthly
timeframes. One thing that is common to all of them is, as | said before, the big amount of
capital they manage. For this reason, we can spot the institutions at all timeframes because
they have the same problem at all timeframes - the problem of having too much money to

manage,

That is a really good thing for us because we can use the same methodology and strategies for
all the timeframes! All the strategies | will show you in this book can be applied to any
timeframe you want. You just need to adjust your Profit Target, Stop-loss, and trading
volumes, but apart from that, all will be the same because the institutions behave in a very

similar way on all timeframes.

Price Action Trading Strategies

Let’s now move on a bit from the theory and let’s have a look at some trading strategies that
are based on Price Action. | use all of those strategies as a confirmation of my main strategies.
My main strategies are based on Volume Profile and institutional trading logic | mentioned
earlier. We will get to those strategies later in the Volume Profile section. Now, | will show you

the strategies that are based solely on Price Action.

To make myself perfectly clear — | use those Price Action strategies as confirmations for my
main strategies. For example when my main (volume-based) strategy shows me a trading
level, and | am not completely sure about it, then | try and look for some other Price Action

strategy that would confirm my original trading idea. The more confirmations | find, the better.

Still, if you really like any of these Price Action strategies, you can trade them as standalone

strategies. Let’s now have a look at them one by one:
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Strategy 1: Support becoming resistance (and vice versa)

This is one of my favorite Price Action strategies. It works very nicely (even as a standalone
strategy) | can usually spot this setup in the charts almost every day, so there are quite a lot

of trading opportunities with this one.

The setup works both ways — support becoming a resistance and also resistance becoming

support.
Here is how to spot it and how to trade it:

1. To identify this setup, you first need to see the price strongly reacting or jumping away
from some area in the chart. This strong reaction indicates that there was strong
support or resistance in the area.

2. One big reaction is enough but two or more strong reactions are even better. This way
you can be sure there was a really strong support or resistance area.

3. After spotting such a strong area, you need to wait for the price to go past it. You want
to see this strong support or resistance breached.

4. Even though the support/resistance was breached, it is still significant and strong. The
reason is that breaching such a level requires a lot of effort and volumes of strong
buyers or sellers. This area will be "defended" again. This is how support becomes
resistance and how resistance becomes support.

5. When you identify support becoming resistance (or resistance becoming support)
level, you wait for the price to come back to this area and enter your trade from there.

6. This setup works for all timeframes. | personally like to look for it on daily and on 30-

minute charts.
Let’s have a look at some examples.

The first one is an EUR/USD 30-minute timeframe. The price made two strong rejections of a
level which indicates that it was a strong support zone. Then the price went through it which
made it a new resistance zone. Entry for a short trade would be after a pullback to this price

level —the newly formed resistance level.
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Below, you can see the second example. It is the same chart, only a few hours afterward. You
can see that the reaction to the strong resistance level you saw in the previous picture actually
became support again. In the picture, you can see four reactions to the level — confirming that
it was a strong resistance level before. When the price went past it, then it became a strong
support zone (again). The idea of trading this one is the same as in the previous picture, only
reversed. In this case, you see a strong resistance that was breached. You wait for the price to
come back to this area and go long from there — from the newly formed (in this case

reestablished) support level.
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Strategy 2: Open-drive

The open-drive strategy is based on a sudden and strong one-sided price movement. It is very
important that the move is one-sided. This means that the price was driven aggressively and

steadily in one direction.

Open-drive occurs most of the time after a sideways price action (tight price channel), or you

can also spot it at the start of a trading session.

If open-drive occurs after a sideways price action, it indicates that either strong buyers or
sellers were accumulating their positions in the sideways price action and afterward they

started aggressive buying or selling activity to move the price.

If you spot one-sided price movement at the start of a trading session (Asian, EU or the US), it

gives you an idea what the general direction in this trading session will be.

The most important thing is the place where the strong buying or selling activity started. If
aggressive buyers initiate the open-drive, then the price shoots upwards, and the place
where the strong buying candle opened is strong support. If the open-drive is initiated by
aggressive sellers, then the price shoots downwards, and the place where the strong selling

candle opened is strong resistance.
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The first example below shows EUR/USD on a 30-minute timeframe. First, there were 4-5
hours of sideways price action. Then the price started a one-sided selling activity — that's the
big red candle. The place where the big red candle started is the open-drive. You need to wait
for few candles to form below the open-drive to make sure the market accepted the lower
prices as a place with a temporary fair value. After that, you wait for the price to come back

to the start of the open-drive and enter your trade from there.
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Another example is also EUR/USD on a 30-minute timeframe. In this case, you can see a
market opening after the weekend with a one-sided selling activity creating an open-drive.
After the price closed the initial gap, you can see that it went back again to test the area where
the open-drive started. This is a strong resistance level and as you can see the price made a

pretty nice reaction to it.
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The third example shows a low volatility area which is something quite similar to the sideways
price action area. This is usually a place where volumes are accumulated. After that, there is
a strong, aggressive and one-sided upward movement (buying activity). Open of the first large
green candle becomes a support zone. In a case like this, you just need to wait until the price
returns back to this open-drive area and enter a long trade from there. Strong buyers who
were pushing the price upwards from the open-drive point will be defending their buying

positions, and they will push the price upwards again.
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There are some cases when the open-drive is created by some macroeconomic event. It is

F1,1750

pretty common actually. The usual scenario is a market in a sideways price action suddenly
turning into a strong trend market. It doesn't really matter whether the strong initiative
movement is caused by macroeconomic news or not. | consider it strong support/resistance

area regardless of what was the cause of the open-drive.

Strategy 3: AB=CD

This strategy is a bit different from all the other strategies that | use. The reason is that it is
based more on market psychology rather than on the institutional activity. | personally use it
as a confirmation of my main (institutional and volume-based) strategies. Still, it is very good

strategy even if you use it as a standalone strategy.

The main idea behind it is that the markets move in a sort of waves. The highs/lows of those

waves or swings have names (A, B, C, and D). It goes like this:

1. The distance from A to B is the distance from the first to the second swing point.

2. The Cis made if there is a retrace at least to 50 % to distance from AB. However, the
price must not go past A.

3. The D is placed the same distance from C as A is from B. Because of this the pattern is

called AB = CD. The leg AB has the same pip distance as the leg CD.
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4. Ifitisabullish AB=CD, then you enter a long trade at the D. If it is a bearish AB = CD,

then you enter a short position at the D.

To make this more clear, here are bullish and bearish AB = CD schemes:

Bullish AB = CD formation Bearish AB = CD formation
D
A 1
1
i
B \
\
C \
\
\
i
1
! C
B i
1
I
A
D

You can trade this setup basically on all timeframes. | look for this pattern on 30-minute or 1-
hour charts, 4-hour charts, Daily charts and weekly charts. | usually don't look for this pattern

on lower timeframes than 30-minute timeframes.

Best thing to measure the distances between the swing points is with the Fibonacci tool. First,
you place the Fibonacci so that 0 % is at A and 100 % is at B. Then you make sure the Cis more
than 50 % of this distance. After that, you move the fib tool (without changing the measured
distance) so the 0 % is at C. The 100 % of the Fibonacci will show you where D is (this is the

place where you enter your trade).

This is how you find the D in two steps:

Step 1: Use the Fibonacci to significant swing points making A and B and finding C below 50 %
(in case of a Bearish AB=CD):
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Here are some real trade examples of the AB = CD pattern:

Bullish AB = CD (EUR/USD, 60-minute timeframe)
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Strategy 4: Session Open

There are three trading sessions — Asian, European and the US session. The name of each
session indicates where most of the money is currently being traded. The session duration is
defined by opening hours of the biggest financial exchanges in the given area. The Asian
session begins with open of the Tokyo exchange, European session begins with open of the

London exchange, and the US session starts at the open of the New York exchange.

Here is a visualization of the opening hours of the major exchanges from webpage

www.forexmarkethours.com:

It is quite useful to mark places where the sessions open in your charts. Those places are sort
of orientation points from which the market develops further. With this, you can spot the

market mood of each trading session.

A place where session opened is not only a good orientation point but also a
support/resistance level. If a trading session starts and the price goes down, then the place
where the session opened becomes a resistance zone. If, on the other hand, the session starts

with an up-move, then the place where the session opened becomes a support

| don't really trade support/resistance zones based on Session Open as a standalone strategy,
but it is a nice addition and another confirmation of my preferred strategy. Remember — the

more confirmations of a level you find, the better.

The picture below shows a beginning of the US session (NY open). When the price goes below
this area, the place where the US session opened becomes a resistance zone. There is a

reaction to the Session Open when the price retraces back to this area.
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Strategy 5: Daily Open
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For me, the strongest support/resistance, as far as the Session Open goes, is the place where

one day ends and a new day starts (= the Daily Open). This is at the New York close at 5:00

p.m. NY time.

With the Daily Open strategy, you wait for a daily open and then see if the price goes up or

down. You need to see few candles above or below the open. If the price goes up after the

daily open, then the place where the day opened becomes support. If the price goes down

after the daily open, then the place where the day opened becomes a resistance. Below is a

Daily Open with two nice intraday reactions on a 30-minute EUR/USD chart.
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| use this strategy only as a confirmation of my main volume-based strategies. | don't trade it
as a standalone strategy. Still, the more signals and confirmations there are at a trading level,

the better.

Strategy 6: Daily/weekly high and low

Highs and lows of previous days or weeks are pretty significant areas. They mark places where
the price failed to go upper or lower. A daily high shows us the place where buyers stopped
their buying activity, and sellers took over. A daily low shows the place, where sellers who
were driving the price lower didn't have enough strength or will to push the price lower

anymore and where buyers took over.

Market participants remember daily highs and lows very well, and such places often work as
strong support/resistance zones. When the price returns to the area where the previous day's
high or low was, everybody is watching, and they are interested whether this area is going to
be breached or not. It is not so easy to break through such a strong support/resistance zone.
There is usually a lot of strength (= a lot of volumes) needed to push through it. The reason is
that a lot of people are "defending" such a place. It is defended by those who created the daily
high/low the previous day (or a few days back). They are defending their positions and their

interests.

34



The obvious strategy would be going long from the previous day's low and going short from
the previous day's high. | personally don't trade like that. The reason is that there are a lot of
false breakouts through these S/R zones and it just doesn't work so well. However, there is

another way how to trade daily (weekly) highs and lows. It is the way | prefer. It goes like this:

First, | wait for the high or low of the previous day (or from any day before that) to get
breached. This gives me information that strong force pushed through strong
support/resistance. Strong force = strong buyers or strong sellers. If you remember the
Strategy 1: Support becoming a resistance (and vice versa), then you probably know what | do

next. Broken support becomes resistance and broken resistance becomes support.

Long trade scenario: | wait for previous day's high (resistance) to get breached. After that, |
need to see some price action above the high. When | trade intraday trades, it is at least 1-3
30-minute candles. For swing trading, it is 1-3 daily candles. After that, | consider it proper
support and | wait for the price to come back to this support. When it returns | enter a long
position. | am basically looking for a way to go long from the previous day's high. Here are two

examples, both on the 30-minute EUR/USD chart:

Sl

F1,2130

3. price action above
the daily high

F1,2120

Umhﬂlwi
o' e

1,2080

2. price went through

1. daily high the daily high \.I
\L 12080

", i -
Ilf

1,2080

~1,2040

1,2030

1,2020

EZC-18N|naTrader.Lu£
e

T T T
430 07.00 09:30 12:00 14:30 1700 19:30 12 03:30 06:00 08:30 11:00 13:30 16:00 18:30 21:00 13

35



1. daily high —— . Tiors Eﬂ [
MmM " N& -

[] 2. price went through
it the daily high

12220
F1,2210

1
ﬂlllhllﬂ“ |lﬁ : e

© 2018 NinjaTrader, LI

Short trade scenario: In this case, | wait for previous day's low (support) to get breached. After
that, | need to see some price action below the low. After that, | consider it a proper resistance
and | wait for the price to come back to this resistance. When it gets back, | enter a short

position. | am simply waiting for an opportunity to enter a short trade from previous day's low.

Here is an example on 30-minute EUR/USD chart to make it more clear:
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It doesn't really matter if the price breaches yesterday's high/low or if it breaches a high/low
that is a few days old. All those are strong S/R zones. However, it isimportant that the high/low
isn‘t tested, and a higher high or lower low isn't created. If it is tested and new high/low is

created, | don't consider it a valid S/R zone anymore.

The same setup applies for weekly highs and lows. Those are really strong support/resistance

zones, and | trade them the same way as daily highs/lows.

Strong or weak highs/lows

Distinguishing a strong high from a weak high or distinguishing a strong low from a weak low
isn't a standalone trading strategy. However, being able to tell the difference is quite crucial.
In fact, in every trade that is based on my main volume-based strategies, | consider whether

my levels are close to strong or weak highs or lows. Here is what it is all about:
Strong high/low

Forming of highs and lows are closely connected to aggression. The most simple and widely

known candle that shows reactive aggression is a pin bar candle:
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Pin Bar Patterns

Bearish pin bars: Bullish pin bars:

Tail Tail
4+—Real body—»

+—Real body—»

Tail Tail

There are more candle formations similar to pin bar, but you don't really need to know their
names or definitions. The common thing for all of them is long tails and fast change of
direction. The long tail means that there was a strong and aggressive reaction activity. This is
exactly how you tell strong high/low from weak high/low. If there is a swing low where you
can see a strong and quick rejection of lower prices followed by aggressive up-move you are

looking at strong low. Have a look at an example of a strong low:

. +| |
"* Lot |—|IF‘“‘

38



https://trader-dale.com/wp-content/uploads/2017/03/pinbar1.png
https://trader-dale.com/wp-content/uploads/2017/03/strong-low.png

It doesn't have to be pin bar or similar candle formation. There just needs to be an area with
an apparent and fast change of direction. You can see another example of aggressiveness here

(strong high on 5-minute chart):
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Remember that you are looking for aggression at highs/lows and not for any particular candle
formations. Aggressive change of direction is what matters, not candle formation. The reason
is that candle formations are different on every timeframe, but strong highs/lows formed by

aggressive players are usually visible from more than one timeframe.
Weak highs/lows

Weak highs or lows are the exact opposite of the strong ones. Such swing points were formed
slowly, reluctantly and there wasn’t any apparent aggressive activity. Weak swing points can
be identified by many knots of many candles that are “testing” into some area, but there isn’t
a candle that would test way beyond all the other candles (if there was, it would be a sign of
a strong swing point). If there is no such a candle, just many candles testing the same area,

then it is a weak high/low.
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In the example below, you can see the price going upwards and then turning very slowly and
reluctantly. There is no aggression apparent at the swing point of this area. There simply

weren‘t aggressive sellers to reject higher prices aggressively. This is a weak high.

'\ \ Weak high

How to implement this into trading:

Now, you know the difference between strong and weak highs and lows. Strong highs/lows
are strong support/resist zones because they mark places in the chart where aggressive

buyers/sellers were present.
Weak highs/lows are places with no aggressive market participants present.

| don't suggest that you trade every strong high/low you see. | suggest that you are aware of
them in your trading and that you adapt your strategy accordingly to the strength and

aggressiveness of how the swing highs/lows were formed.

For example —imagine you are in a long position and that you see that the price is approaching
an area in which aggressive sellers were (strong high). Being aware of this strong high, you
quit your position before it reaches this area. This is how you use knowledge of strong high to
protect your profit and exit the trade before the position runs into a “danger zone” ( =

resistance zone created by strong high). Here is an example:
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Apart from the strong high, there is also a weak high in the picture. A common mistake would
be going short from this weak high or quitting your long position early. The price usually re-
tests weak areas, and it tends to make strong highs/lows eventually. Weak highs/lows are
places the price is likely to shoot through. There is no reason to quit your trade if it is heading

into a weak high/low area. If the area is really weak, the price is most likely to test it and shoot

past it.

Let me illustrate the common mistakes novice traders usually make:
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Usually, I look for strong/weak swing points when | am creating my trading levels. | really like

to place my levels in areas where there was a strong rejection (strong high/low) apparent. The

strong rejection marks aggressive market participants that will "help" protect my position and

drive the price in the direction | want. Here is an example:

strong rejection of higher prices = strongd high
(pinbar candle/candle with a long wick)
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https://trader-dale.com/wp-content/uploads/2017/03/bad-trade-illustration.png

On the other hand, if | see a weak low below my long level or a weak high above my short
level, then | don’t take the trade. The reason being is that a weak low below a long level would
attract the price to test below this weak low. The same scenario is a weak high above a short

level. This attracts the price to test above the weak high.

Here is an example of a short level that is not so good because there is a weak high above it.

You can see how the weak high attracts the price which shoots past it later.
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The reason market tends to test those weak swing points is that there really wasn’t any strong
rejection at the swing point, so the market participants want to try and test if there isn’t
somebody willing to trade above the weak highs (or below weak lows). Why the market does
that? The reason is that the more trades and volumes executed, the better for big institutions
who need to enter their positions and for market makers to make more money for pairing the

buying with the selling orders.

Failed auction

Price movement and trading have a lot in common with an auction process. Price movement
basically is an auction that has no end. A failed auction is an incomplete auction. It is an

imperfection that will sooner or later be disposed of.

43



Imagine being at an ordinary auction for example of a painting. Let's say that the initial price
is $1000. There are 10 buyers willing to buy for this price. For $1500 there are 5 buyers willing
to pay. Then the price goes higher and higher until there is only one person left — the person

who offered the most. This is an example of a complete and successful auction.

A failed auction would be if there were two people willing to pay, say $2000, and at this point,
the auction would end. This would be a failed auction because successful auction has only one

winner who gets the prize (for example the painting).

It is the same with trading. | will make it a bit simpler than it is, but still, the principle is the
same. In trading there always needs to be the “one last guy” at the top (or bottom) of the
swing high/low. The last one to make the deal before the price turns and heads the other

way (and new auction in the other direction begins). See a picture below:

Here the upwards auction ends. The last deal of this auction is made there.
A downwards auction starts from this place.

downwards auction H l + 4.
Jf + * upwards auction

Here the downwards auction ends. The last deal of this auction is made there.
An upwards auction starts from this place.

L
w} + DD
+D$¢D 00

In the picture above there is a successful auction.

If the auction fails, however, then there are more people trading at the top (or bottom) of the
swing high/low. From this place, a new auction process starts in the other direction even
though the previous auction hasn't ended (it wasn't successful). This is a bit weird because

there wasn't the "one last guy" to make the last deal (the "winner" of the auction = the one
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who gets the "painting"). So, there are few guys at the top of the swing point who are probably
ready to fight for the prize, but they don't get the opportunity. In this case, the auction has

failed because it doesn't have one winner.

The failed auction is an imperfection. The market will eventually sort it out and give those guys
standing at the top of the swing point a chance to fight and see how far the price can go until
there is only one "winner." In other words — the failed auction is an imperfection that the
market will sooner or later sort out. Failed auctions work like a magnet. If the price comes
near such an auction, then it is most likely to test it and create new high/low to take care of

the imperfection.

Here is an example of a failed auction:

!‘ i
I
iy |

I T
Failed auction = 2 (or more) candles have their lows at the same price level.

At this swing point the downwards auction "failed" to be completed.
Despite this, a new upwards auction starts.

We can use knowledge of failed and successful auctions to our advantage!

In the picture below | marked several failed auctions. Notice how the price reacts to them and
how it shoots past those failed auctions. Price shooting through failed auctions solves the
market imperfection. A price shooting past a failed auctions changes it into a successful

auction.
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The arrows show where the price went through the failed auctions to change them into

successful auctions.

| failed auction

failed auction

failed auction
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Y |
failed auction feﬁl'ﬂd_“lzm;lﬂgn.-, Tl ﬁ‘ 1 }
.......... gl

failed auction

Another picture is an example of a trade | took yesterday:

I was in a long position, and my Profit Target would normally be 10 pips (that’s the usual PT
for my intraday trades). However, there was a significantly failed auction close to my Profit
Target. | knew that the price is likely to test above the failed auction to get rid of this
imperfection and to test if more buyers are willing to buy above this failed auction level. With
this knowledge, | moved my Profit Target one pip above the failed auction, and instead of +10

pip profit, | took +13 pip profit. Here is the trade:
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If you are a swing trader, then few pips may not look so significant for you. Still, you can use
the failed auction theory also for swing trading and gain much more than +3 extra pips. It could
be for example +30 pips in swing trading. A nice thing about all the things | show you is that

they can be applied to all timeframes and all sorts of trades.

There is one more way to use the failed auction to your advantage. As | said — the failed auction
is a market imperfection. For this reason, when the price comes near it, the failed auction
starts to work like a magnet. The price is driven to it and through it to “test” above/below the
failed auction to remove the imperfection. So, whenever | consider taking a trade, | always

watch if there is a failed auction nearby.

If | want to go long, then | don’t want to see a failed auction below my long level because
the market would push the price towards the failed auction — to test below it. This would

result in a losing trade.

If | want to go short, then | don’t want to see a failed auction above my short level because
the market would push the price towards the failed auction —to test above it. This would result

in a losing trade.
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The failed auction is a concept | use every day, and | find it extremely helpful. It helps me
stretch my profit targets and also to prevent bad trades. | look for failed auctions mostly on

30-minute charts when trading intraday and on daily charts when | am trading swing trades.
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Volume Profile

Why are volumes so important?

In my opinion, volumes are the most important information the market can give us. Why is it
so important? It is because around 80 % of all trades and volumes are made just by 10 biggest
financial institutions (the big guys). They move and manipulate the markets. They have the
best trading experts, technology, algorithms and also extreme amounts of money. Having so
much money is also a problem though. It is hard for them to move such amounts, to invest
them and also to hide their trading intentions. Big institutions can't just buy 100.000 lots of
EUR/USD with one-click. They need to enter their positions slowly, unnoticed. Still, they will
never be able to hide. Their volumes will always be visible, and we will always be able to track

them. How? With Volume Profile.

Unlike standard volume indicators that only show volumes at time, the Volume Profile can

provide much more important information, which is volume at a specific price.
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Volume at price is so valuable because it tells us which price levels were most important for
the big guys who dominate the markets. The more volumes accumulate at a specific price

level, the more significant the price level is.

You can tell the amount of volumes by the thickness of the Volume Profile. In a place where
the profile is wide, heavy volumes got accumulated. Where the Volume Profile is thin, only

low volumes were traded.

Where to get Volume Profile

You can get my custom made Flexible Volume Profile at my webpage (https://www.trader-

dale.com/flexible-volume-profile-forex-indicator/) in the Volume Profile section.

My Volume Profile was developed for NinjaTrader platform. The main reason it runs on this
platform is that NinjaTrader can give us precise tick volume data. Tick volume data is the most
precise data you can get. Unfortunately, the standard MetaTrader can't match NinjaTrader
because MT is designed to use only 1-minute data, which is pretty bad. The difference may
not seem that apparent, but believe me when | say that this really does make the difference

between successful and not-successful traders! It is a big deal!

You can play and learn with Volume Profile indicator designed for Metatrader as you like but
don't expect to be as profitable as you could be with the proper tools. This is especially true
for intra-day trading. For precise analysis, you need tick data. | made a Volume Profile
comparison in the picture below. The left picture is a Volume Profile from Metatrader (1-
minute data), the right picture is my Flexible Volume Profile of the same area from
NinjaTrader (tick volume data). If you look closely, you will see the details and precision on
the right picture. The left picture (Metatrader) is missing all the details. Such details often

make the difference between winning or losing.
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| don’t really see a reason why not to use NinjaTrader platform for your analysis (apart from
pure laziness). NinjaTrader is free and it is much more advanced than Metatrader. | personally
do my analysis with NinjaTrader software and then execute my trades in my broker’s trading

platform.

Where to get data

You will also need to get a solid data feed for your Volume Profile data. Having a good volume

data is essential.

If you want to have as precise volume data as possible, then you need to get it from a
centralized exchange. This is not a problem for stock or index traders, but it is a bit more
complicated for us, forex traders. As you may already know, the forex market is decentralized.
Which means that every broker has a bit different data, they can quote a bit different prices
and their access to information about volumes is limited. The truth is — forex brokers will
never provide you with a complete and precise information about volumes. Good news is
that big brokers, like for example FXCM that | use for data feed (and for data feed only) have
pretty good information about the volumes, and even though this broker covers only a part of

the forex market, it provides a pretty good and precise information about volumes. It is not
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100 % precise, but it is precise enough to base your intraday trades on. It is more than enough

to plan your swing trades — since those don't need to be as precise as intraday trades.

If you want to have your volume data 100 % precise, then you need to use centralized
market, which is futures (you can use for example CQG data feed). Unfortunately, there aren't
futures for all forex pairs, but there are futures for all the major currencies. Futures for

EUR/USD is called 6E, AUD/USD is 6A, USD/CAD is 6C, USD/JPY is 6J,...

If you use futures data, you can be sure, that everybody on the planet sees the same volume

and price data as you do. This is because of the futures centralization.

| use futures only for my intraday trades on EUR/USD (6E), AUD/USD (6A), USD/CAD (6C) and
USD/JPY (6J). After I finish my level analysis, | recalculate my trading levels from futures into
forex values, and then | execute my trades on forex (with my forex broker). This is, in my

opinion, a bit cheaper than to trade currency futures directly.

Using futures like | do is not entirely necessary though. You can still pretty safely rely on forex
data and volumes provided by FXCM which provides volumes pretty close to centralized

futures volumes.

As far as swing trading is concerned, forex data and forex volumes are in my opinion quite

sufficient. You don’t need as precise data as for intraday trading with your swing trades.

The bottom line is: If you want to be extremely precise in your intraday trading, then do your
analysis using futures data. Still, good quality forex data (for example from FXCM data feed)
is enough to create profitable trading levels. If you trade swing trades, then don't bother

with futures and do your analysis with good quality forex data (FXCM).

e If you want to use good forex data, then | suggest you open a free demo account with

FXCM and get their free lifetime data feed. Here is a link: Unlimited FXCM data (demo).

o If you prefer doing your analysis using futures data, then you can use a free trial
version of CQG data. The trial version is email bound, and it will expire after some

time. Get it here: CQG futures — free demo

A video guide on how to get free and unlimited Forex data for NinjaTrader can be found on

this page:
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Adress: https://www.trader-dale.com/vp-book

Password: happy trading

Volume Profile vs. Market Profile

Pople sometimes confuse Volume Profile and Market Profile. Those two are similar but they
are not the same. It is a bit difficult to explain in writing so | shot a video and | show you the

main differences between the two there.
You can watch the video on the Bonus page | created for you:

Adress: https://www.trader-dale.com/vp-book

Password: happy trading

Volume Profile: Point of control

The most significant place in every Volume Profile histogram is the Point of control (POC).

POC is a place where the institutions traded most of their volumes, possibly a place where
they were accumulating their big trading positions. They accumulated their positions in a
wider range, but POC is a place where they accumulated the most of their volumes. It serves
as a very strong reference point for all market participants because it shows where the

interest of the institutions lies.

Have a look at two examples of different shapes of Volume Profile. POC is highlighted in each

one of them:
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Price usually makes quite strong reactions to POC levels. However, in my trading, | don't trade

POCs blindly. | combine information | get from Price Action with information the Volume
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Profile provides. This combination gives me the perfect market overview | need for my

analysis.

Apart from POC’s, | also look for other heavy volume areas. They work more or less the same

way as POC’s do. The logic is the same: big volumes = big players.
Volume Profile: Different profiles and their application

In this place, | would like to show you some of the most common shapes the Volume Profile
histogram can form. | will also give you some basic information about each shape and the most
significant places to look for in each profile shape. There are four basic shapes the Volume

Profile can form.
“D-profile”

The most common and well known is the D-profile. Its shape is similar to a letter "D." It is
formed when the market is "balanced.*“ This means that buyers and sellers found temporary
balance and neither of them is more aggressive than the other. The price is in a rotation or in a
sideways price channel. The D-shaped profile is usually a sign of institutions accumulating their

volumes ( = getting into large positions).
There are 3 significant places to be aware of.

1. High of the D — profile
2. Low of the D — profile
3. POC (=aplace with the heaviest volumes). Usually close to the middle of the D-shaped

profile.

Places with volume clusters around high/low of this profile are strong support/resistance
zones. Usually, you will see aggression around high and low of this profile (aggressive

sellers at high, aggressive buyers at low).

| like to enter short trades at volume clusters near high of the D-profile, and long trades

at volume clusters near low of the D-profile.

The POC is a good place for a Profit Target (when there is D-shaped profile)
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Here is a typical D-shaped profile:
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“P-profile”

Its shape is similar to a letter "P." It is formed when there are aggressive buyers and weak
sellers. 1f you look at price chart you will most likely see bull candles (aggressive buyers) and
then a rotation at the day's high (weak sellers).

P-profiles can usually be seen:

1. When the market is in an uptrend

2. At the possible end to a downtrend (this is not a hard rule though).

Most significant areas within P-profile are:

e POC: good support area if the price goes up the next day(s) and then returns to this area
again (pullback). The price doesn’t have to return to this area immediately the next day.
It can take several days before the price comes back to this POC.

e Volume cluster in the thin area of the profile: in this place, the aggression of buyers
was most significant — they put heavy volumes in the market to move the price higher.

If the price returns there, it is highly probable that these aggressive buyers will become
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aggressive again, they will defend their positions, and they will push the price higher

again.

Typical P-shaped profile looks like this:
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“b-profile”

Its shape is similar to a small letter "b". (The exact opposite of P-profile.) It is formed when
there are aggressive sellers and weak buyers. If you look at price action chart you will most

likely see bear candles (aggressive sellers) and then a rotation at the day's low (weak buyers).

b-profiles can usually be seen:

1. When the market is in a downtrend

2. At the possible end of an uptrend (this is not a hard rule though).

Most significant areas within b-profile are:

e POC: good resistance area if the market goes down the next day(s) and then returns to
this area again (pullback). The price doesn’t have to return to this area immediately the
next day. It can take several days before the price comes back to this POC.

e Volume cluster in the thin area of the profile: in this place, the aggression of sellers
was most significant — they put heavy volumes in the market to move the price lower.

If the price returns there it is highly probable that these aggressive sellers will become
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aggressive again, they will defend their positions, and they will push the price lower

again.

Typical b-shaped profile looks like this:
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“Thin profile”

Thin profiles appe