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AVisual Representation Of Delta



Orderflows Inner Circle Weekly Webinar #6 — Delta Candles

Delta Candles have been around for a while. They are offered on some order
flow software. | used them for years but my programmer never coded them
for me and recently he surprised me with it.

What delta candles do is give you a visual representation of deltain a
candlestick format. Simply, it takes the delta numbers — Max Delta, Min
Delta and Final Delta and plots it as a candlestick.
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Takes this:

And turns it into this:
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Let's face it, for some people, looking and trying to interpret a series of
numbers is just too much work. The world is becoming visual, just look at the
popular social media sites — Instagram and Pinterest. It is based on photos.

The mind can process a picture much quicker than a series of numbers or

text.
90%

of information transmitted
to the brain is visual

Visuals are processed

times faster in the brain than text.
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How to use Delta Candles?

The same way you use traditional candlestick trading analysis — Look For
Patterns.

| find candlesticks most powerful when the market is at extremes, highs or
lows. Personally, for me, | have always had success with candles in spotting
reversals. Candlesticks are able to accurately pick up on the changesin a
trend which occur at the end of a short term swing in the market.
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Now that you can visibly compare the other charting choices, let’s look
at some of the advantages of trading with Delta Candlesticks.
* Quickly see Max Delta and Min Delta and where Delta finished.
* One quick glance is all you need to see whether the buyers or
sellers are in control.
 Each individual Delta Candle tells a story of investor sentiment,
giving you an insight not only how to trade but when.
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Why | appreciate Delta Candles? They work exactly the same in varying time
periods and different markets. You are looking for the same patterns
whether it be Corn, Bonds, ES, 6E, FDAX, Gilts on a 1-minute chart, 15-
minute chart, 3 range chart, 10 range chart or renko chart.

Why is that important? Because you don’t want to trade with something that
is optimized to just one market.
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To understand Delta Candles, you need to understand the information
contained in the construction of the candle and the meaning behind the
variations in the different Delta Candle patterns. But, don't worry, there are
only about a dozen main signals. Once you are familiar with these major
signals, the rest falls into place quite nicely.
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There are 4 main components that build a Delta Candle.

1. The Beginning or the Opening Delta. When a new bar starts, the delta is
zero. As the market trades the delta fluctuates between the Max Delta
and the Min Delta.

2. Max Delta. The most positive delta a bar experienced.
3. Min Delta. The most negative delta a bar experienced.

4. The Closing Delta. The final delta number, either positive or negative in
the bar when the bar finished trading.
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An important subcomponent of Delta Candles are the wicks.

The thin lines above and below the real body are the wicks. The wicks are the
part above or below the Delta Candle that indicates the extreme level of Max
Delta and Min Delta. The wick above the body is called the upper wick and
the wick below is called the lower wick. If there is no wick above the upper
body, it is said to have a shaven head. If there is no wick below the lower
body it is called a shaven bottom.

To Japanese candlestick traders the wicks are usually considered as
extraneous price fluctuations, but to Delta Candle traders, they are a very
important part of the analysis.
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| make money trading mainly on reversals. When you think of reversals you
tend to think of trend reversals, where the market makes a long move in a
direction then ends and begins a new trend in the opposite direction.

To me a reversal sign indicates the trend we have been in is about to change,
but not necessarily reverse in the opposite direction. You could go sideways
first, then go either up or down. The markets don’t always go up and down,
you get sideways action a lot of times.
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As with any traditional candlestick pattern, you must read and interpret the
pattern in the context of the market. Delta Candles are no different. If you
are looking at a reversal pattern, you need a move to reverse. Or if you are
looking to buy would you rather do it at a low or after a move up? Would you
rather sell after a move down? Or after a move up?
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One of the main differences between Delta Candles and traditional candles is
that traditional candles move up and down on a chart while Delta Candles
trade above and below a zero line, almost like an oscillator.
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Much of my analysis of Delta Candles centers around two patterns:
Shooting Star (Bearish) Hammer (Bullish)

Shooting Star * !
Candlestick * ‘ Hammer Candlestick

i i
oy *'wm**”

These two patterns form the basis of my trading with Delta Candles and the
other patterns | look for tend to have one of those two patterns in them.
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The Delta Shooting Star Pattern (Bearish)

It is characterized by an upper wick that is at least twice the length of the
body with a small or no lower wick.

The longer the upper wick, the better the chance of a strong reversal.

The bar opens with strong aggressive buyers then delta changes and ends
near zero.
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Shooting star examples.
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The Delta Hammer Candle Pattern (Bullish)

Characterized by a lower wick that is at least twice the length of the real
body with little or no upper wick.

The lower wick should be at least twice, preferably a lot more than 2x, the
size of the body and there should be a very small or no upper wick.

A Delta Hammer represents a change in trader sentiment because at one
point in the bar the candle was long and dark representing massive negative
delta, however aggressive buyers came in and moved delta positive.
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Hammer examples...
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Generally speaking:

* Long lower wicks are indicative of a possible bullish movement.
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The bigger the wick, the more credible it is.

When the shadow is small it generally doesn’t lead to any conclusions about
the delta.

However if the wick is flat, shaven so to speak, it is important because the
either buyers or sellers completely dominated the bar.
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When you talk about traditional candle patterns, you look for them in
downtrends or uptrends. Since Delta Candles, you don’t have that
movement since they are rotating around the zero line.

For example, a Shooting Star candle pattern should appear during an
uptrend. With a Delta Candle, you don’t have a trend in the delta, the candle
just appear.
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Let's see some example...
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Orderflows Inner Circle Weekly Webinar #6 — Delta Candles

One of the beautiful features of Delta Candles is that they can run on normal
bar charts. Of course, | think there is no substitute for an order flow chart.
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Orderflows Inner Circle Weekly Webinar #6 — Delta Candles

Delta Candles can make a difference in your trading. | admit though that it
can seem daunting with different formations. But don’t let that dissuade you
from learning them and applying them in your trading.

| don't like to make things complicated, especially when it comes to trading. |
have shared the patterns | have found useful in my own trading. You may
discover your own pattern that you find useful.

Its not brain surgery, but does take some effort to learn the patterns.
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