


Disclaimer
This presentation is for educational and informational purposes only and should 

not be considered a solicitation to buy or sell a futures contract or make any 

other type of investment decision. Futures 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.

CFTC Rules 4.41 - Hypothetical or Simulated performance results have certain 

limitations, unlike an actual performance record, simulated results do not 

represent actual trading. Also, since the trades have not been executed, the 

results may have under-or-over compensated for the impact, if any, of certain 

market factors, such as lack of liquidity. Simulated trading programs in general 

are also subject to the fact that they are designed with the benefit of hindsight. 

No representation is being made that any account will or is likely to achieve 

profit or losses similar to those shown.



Active trade management – there is no put on a trade and walk away. 

If a trade is not moving in your favor, you must deal with that position.

The ability to minimize your losses is key to becoming a successful trader.

Most traders cannot handle the emotional distress that comes with getting out 

early of a trade with a small loss when taking the small loss is the best trading 

decision they can make.

When faced with a decision to take a small loss on a trade and move on versus let 

the trade keep going nowhere, most traders will let the trade keep going nowhere 

in hopes that it will turn around.



Truly mastering trading is not about finding the perfect trade setup, but rather 

understanding what to do once you are in the trade.

Once in a trade, a trader needs to keep an eye on what happens over the next 

series of bars with the intention of either staying in the trade as it goes to a profit 

level or getting out based on what is happening.

The true master of trading is not concerned with what happens on one particular 

trade because it is one of many, his trading is not based on the results of one 

trade.



When you can identify continuation order flow coming into the market during a 

trend that is a trading setup that can make you consistent profits.

You will be able to enter the market with a tight stop as the market trend 

continues.



Trade not going anywhere



Any continued order flow after the multiple imbalances?



Any order flow after the divergence and ratio?



Any follow through?



Follow through?



The master trader is only thinking of two things: get in and get out.

The losing trader’s mind is filled with a lot of other things: hope, greed, fear, stress, 

anxiety, euphoria, revenge, desperation and more. The list goes on and on. When 

there is so much on a trader’s mind that leaves little space left for finding a trade 

to get into and out of with a profit.

When you stop worrying about the outcome of one trade, you free up a lot of 

space in your mind which will allow you to trade better.

Think of it this way, if you own a restaurant, there are going to be nights that you 

have very few customers. That doesn’t necessarily mean your food is bad and you 

should shut everything down. There will also be days that you have a line of 

customers out the door.



Trading in favorable conditions versus unfavorable conditions.

Favorable conditions are when everything goes according to plan. Most of what is 

written about trading occurs under favorable conditions. However, in real trading, a 

lot of times the market seems to be trading in unfavorable conditions when things 

don’t go as expected.

What are the differences and how can you detect them beforehand?



When a market is in favorable conditions there is usually no structure in the way of 

a trade’s target and there can be support/resistance right ahead of your stop level 

that you can hide behind.

Stop levels aren’t tested. Break-even levels, if tested, are only tested for short 

periods of time.

If support or resistance levels are in the way of a profit target, the market gets 

through them easily, without much struggle.

This is why it is important to watch how the market acts at reference levels, 

support and resistance, the opening price, the previous close, the day’s high and 

low, the previous day’s high and low, etc.

You want a trade with a clear path.
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When a market is in unfavorable conditions it is going to be harder to trade. Your 

emotions and patience will be tested as will your stops. On these days, the market 

will often stop you out because there is a bit more volatility in the market. These 

are the days when the market hits your stop almost immediately, then turns right 

there and blows past your take profit level right after stopping you out.

These are the days when the market spikes to your take profit level but doesn’t fill 

you because you are last in the queue and it traded small only. Or the market got 

within a tick or two before reversing.

These are the days when you get a beautiful trade opportunity, but to get to your 

take profit level the market has to eat through a lot of volume or get through 

support or resistance.



Selling into a level



Buying into resistance



Another sign of a market exhibiting unfavorable conditions is multiple opposite 

signals in the order flow occurring in quick succession.

What usually causes unfavorable markets? Outside factors such as FED days, 

NFP, fundamentals such as WASDE, etc. Anything that adds volatility. Any 

structure levels. New lifetime highs. Big market selloffs. 

While some of the factors such as structure and volume you can see once you get 

in a trade. Unfortunately, some of the other factors that contribute to unfavorable 

markets cannot be predicted before hand. It is precisely their unpredictability that 

makes them important.



While it is ideal to trade in favorable markets, we have to face unfavorable 

markets. That is the reality of trading. 

Does this mean you should avoid trading in unfavorable markets? Actually, no.

Often times, unfavorable market conditions make for bigger profit opportunities.

But bear in mind that volatility is a double-edged sword. It can kill you if you are 

not careful.



Selling into a low



Bad trades,  trading going nowhere and quick opposite signals that you don’t take 

keep you out of good trades. That is why it is important to recognize when you are 

in a bad trade. But recognizing you are in a bad trade is one thing, you have to

have the ability to take the loss and move on.

Often when you are in a bad trade, you stick with it even though a new opportunity 

presents itself. There are times when you are in a trade and its hanging around 

break even, maybe even a tick or two in the money but the signs are there to get 

out and go in the opposite direction. Most traders will stick with the original 

position.

There is also emotional capital being lost the longer you stay in a losing trade.



Trade going nowhere keeping you out of a good trade.



Failed trade keeping you out of a good trade



Most traders lose money. We know that. But have you ever wondered why that it 

is?

Traders spend a lot of time trying to control risk, but they are not controlling their 

profits.

A sports analogy is this: controlling risk is playing defense, managing profits is 

offense. Coaches like to say, “defense wins championships.” But you still need to 

put points on the board. In trading, to consistently make money, you need both 

offense and defense.

Traders are always cursing themselves for not staying in a winning trade long 

enough.



In the quest to control risk, traders often set their stops too tight. This actually 

works against them as they increase their overall risk because their stops are too 

tight, and they get stopped out more often. All these little losses add up quickly 

and when you factor in commissions and exchange fees, the losses grow even 

bigger.

To avoid rinky dink losses, focus on violations of market structure and order flow to 

place your stops.



The problem that I see most losing traders making over and over is 

overcomplicating things. Trading is not complicated. Trading is about 1) identifying 

opportunities and 2) taking them.

If it goes as expected you make money. If it doesn’t start going as expected, then 

you cut it as soon as you can and look for the next opportunity.

There will be several opportunities each day. It is up to you to act on. We all know 

people who became successful and we say, “there were in the right place at the 

right time.” The truth is they saw an opportunity and acted on it.



Beautiful



On the other side of the take small losses coin is letting your profits run.

Some traders take profits too early while others wait too long. It is easy to get out 

of a profitable position with a small profit because it reinforces your decision but 

getting out too early over and over hurts your overall profitability.

Other traders try and squeeze every single tick out of the market that the market 

reaches its apex and then moves away and instead of getting out at an 

advantageous price, they ride the market back to break even and get out with a 

small profit when they finally cover.



Emotional trading

Gaining the level of market experience and knowledge is just one part of the 

trading equation. A trader also must learn to control their trading emotions.

Finding and putting on trades is one thing. Once you are in a trade it can be a 

roller coaster ride psychologically to your target or stop. For some traders being in 

a trade is the most stressful part of trading.

Unfortunately, the act of getting out of a losing trade early is not thought of a 

winning formula by many traders. Taking a loss, even a small one, means defeat 

to many traders.

Many traders fall into the trap, that if they just hold a little longer, the trade will turn 

around and they will be right. 



One of the most difficult part of trade management is handling the pullbacks to 

your entry on trades that are in your favor. What can often happen is the trade 

starts to go sideways. The longer the market goes sideways around your entry 

level the higher chance the trade will fail. What is happening is the trade validity is 

expiring.

Look for possible reversal signs in the order flow coming into the market.

It is important to keep in mind that you don’t want to bail out of a profitable trade at 

the first sign of weakness because in just about every trade, there will be a sign of 

weakness that is going to test your patience.



Pullback to break even



Hanging around breakeven



When managing a trade, you need to see subsequent POCs migrating in the 

direction of the trade or going sideways, but definitely, you don’t want to see them 

migrating in the opposite direction.

Your position should easily get through levels rather than pausing. For example, 

for a long position, the market should at a minimum get past and stay past the 

high of the bar you bought in at.

I am going to show you different examples of trade management. When to exit a 

trade and when not to exit a trade. Keep in mind, the important part of trade 

management to understand is when a trade is not paying you that it is time to get 

out.
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Nice moving market



Probably should not take the trade to start with but if you did…
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How a data release can wreck a good trade…



Once you have entered into a trade, there are 5 possible scenarios that can occur:

1. The trade immediately goes against you.

2. The trade goes sideways; hanging around break-even.

3. The trade immediately takes off in your favor.

4. The trade started off going in your favor, but now pulling back to break-even.

5. The trade started off going in your favor, but now is going sideways.

As a trader, you must have in your mind that at some point a trade will go against 

you. Not every trade is going to immediately take off and go in your favor and to 

your take profit level. We dream about that, but the reality is that is just not proper 

thinking.
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When deciding to exit a trade it comes down to two things:

1. Is the reason for the trade invalidated based on the order flow?

2. Is there are valid reason based on the order flow?

They sound alike, right? But they are actually vastly different. In the first reason, 

when a trade is not working out, for example, you bought because of stacked 

buying imbalances, but instead of rallying right after the stacked imbalances, the 

market traded through and below the imbalances and then took out the low of the 

bar with the stacked imbalances. That is clearly a situation where the reason for 

being in the trade is invalidated and you must exit.

But in the 2nd situation, if you are long and the market is in your favor, but now you 

are starting to see stacked selling imbalances coming in you should consider 

exiting the trade.



It is important that a trader learns to read what the market is telling them, so they 

know to get out early. When the reason for being in a trade weakens, the time has 

come to get out. Instead of holding on to losing trades long and getting out of 

winning trades early, learn to do the opposite and you will instantly improve your 

trading results.

Bail out on losing trades quickly based on what the order flow is showing you. 

Hold on to winning trades as long as the order flow is telling you to stay in the 

trade, when conditions change, then it is time to get out.



The fallacy of the break-even stop. A lot of traders like to move their stop to break-

even once their trade is in the money. Their thought is “I now have a free trade.” 

While no one likes to see a winning trade turn into a loser, on any given trade 

there is a high chance the trade will rotate back to your entry level, the break-even 

level and you will be getting out early.

Basically, you are taking all the initial risk once you get into the trade because it 

can just immediately fail and stop you out. As soon as the market is in your favor 

by moving your stop to break-even you have reduced your risk, but you have also 

reduced your potential profit because now you have a higher chance of getting 

stopped out. At this point you are not exiting based on the order flow or the reason 

for the trade being invalidated.



You have reached the end of Module 8. In Module 9 I will 

discuss 11 advanced order flow trade setups.


