Next Level Order Flow
Module 11

Risk Management




Disclaimer

This course 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.



Risk management? | prefer the term trading.

What you care most about is where am | going to risk

my money that will give me the least amount of risk
with the highest amount of reward.

The easiest way to do that is trade along with the
market.



Trade monitoring

Traders often get too caught up in looking for the ideal
entry or even exit. The one thing that differentiates and
changes traders from average to excellent is the ability
to monitor a trade for continuation or lack of
continuation. Once a trader Is able to monitor for
continuation, they have more confidence in their
trading. They are not afraid of a trade.



Trade monitoring

We can control risk of a trade, but we can’t control the
reward. We monitor trades to help control our risk. But
what we can’t control is how far a trade can really go.
We can always move our stops to control the risk. But
our take profits level is out of our hands in a way. We
want to maximize every trade whenever possible. That
IS why It IS Important to monitor a trade, to look for
continuation.



Display

Order Flows Trader(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute)) - [3881.00
2/5/2@2P®8:55:00 - 2/5/2021 09:13:00
72 | 142 . . . -3880.50
429 1370
== ... Atrade | like but need to know it might not reach my  |sss000
g77l837| o048
782 411 | 254 | 159 -3879.50
670 12422 targ6t_
118 128 -3879.00
339128
290 105 -3878.50
438 1589
644|514 0|33 -3878.00
571105 61| 202
261|154 242|208 2.395 -3877.50
202 || 48 0|34 44[160 24114 32
142 |62 15 74| 223 [492]le61 [217273] 0[5 | -3877.00
331328 0|16 200 | 244 652|683 | 207 || 257 | 96 | 160
4711230 | 8.577 32 | 240 577 | 703 ] 230 | 140 | 212 || 178 [352 ][220 39 -3876.50
29754  39]26 165 | 188 0|20 [413][357 5[0 |266]176 [207178| o[3 ]
187 (196 28901223 0|38 181 | 227 28| 123 | 230 | 489 [137||218 | 46 244 (98 |233]132| 62| 117 -3876.00
368 | 326 l172){ 1329 101 [ 232 gll1o7 | s2f45 | 20.08 360 [ 471 [495 [405 | 248|194 14|0 186 |75 |366)297
310 [paoslf1199 630 943]| 2.721 0|81 158|312 [229156| 0] 16 519 | 551 | 247 [ 158 | 67| 134 220 [179)f46 -3875.50
1209653 |567|[438 | 0|61 [264|577] 15([217 [288 299 | 271 | 321 116][314 | 81][138 189|142 358271 | 1.182
449 243 | 301|204 | 155 || 166 | 553 ||667 | 431|552 | 267 | 124 | 346 || 300 29|l6a 19637 12450 236 | 163 | 210 | 258 -3875.00
120 |370[ /278 [320)[364 | 152|132 542 [ 515 ] 211 | 167 | 192] 59 ol19 15|80  0.4133 65|9 174233 | 191|305
256 |76 |746)J491] s1fas 119]0 300 94fl11 |138 |97  11[74 1.908 740 [423][515]| 27[e6 3874.50
910 202|139 2492  4.555 15677 [160(193 69|38 24133 | 2|64
68 |0 410 14317 | 36)|149  0.1594 268 435 | 20f 118 -3874.00
1.338 188114 [498 {807 202|130 | 90f(133
247 121 | 583|449 405 || 475 | 492|801 -3873.50
2500 |338)157 409 | 283 [ 607 || 710
46 |0 421116 | 345[{a72 -3873.00
7.348 331|380 200126
538 |0 1.725 -3872.50
S 3872.00
Max. Delta
Min. Delta -3871.50
Cum. Delta
-3871.00

08:55 09:00 09:05 09:10




Trade Entry

You don’t need just an opinion on the market. You
need a good location to act on your opinion. That has
to be built into your set up and strategy. Think of where
you will be getting long (short) and where you are
going to be wrong. You should always know where you
are wrong.



By finding a good location to get into a trade | don't
mean analyzing every single tick that comes through.
What | mean is if you are bullish you want to see
bullish order flow. If you are bearish you want to see
bearish order flow.



Beginning traders often ask, “can you just tell me
where to buy or sell and where to place my stop.”

But what they are missing and not asking is “is the
order flow showing continuation?” Is the move that is
expected to be happening, happening.
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Entries — A problem traders have with entry is they
often try to find the perfect price level for entry, and
they miss the move.

A trend Is a change in market perception, and as a
result key levels are over forgotten or overrun. As a
trader you have to also forget about those levels, at

least for now.
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Entries — It Is Important to talk about trade entries for a
moment. There Is a lot of talk on getting out of trades,
but often little about how to get into trades.

There are three types of orders to get into a trade.
Market order, limit order, stop order.



Entries — Market orders are the simplest to execute,
but the price is sometimes the worst possible.

You cross the two-way auction.

There Is a lag between the price on your screen and
what you trade at. A market order can be filled at a
worse price than you think you are getting. You are not
guaranteed the current offer because it could trade out

and you get the next offer.



Entries — Limit order give you a better entry, but you
run the risk of not getting filled.

The drawback with a limit order (other than not getting
filled) Is you are trading contrary to market direction.

If the market is moving up and you enter a limit order
to buy, the market must pull back to your bid level,

trade all the contracts in front of you and then fill you
and then resume In the direction you expected it to go.



Entries — Limit order if you miss out on getting filled
you may find yourself chasing the market to get into
the position. If you a looking for a rally and through a
bid in to buy and then the offers start getting lifted,
your order to buy at 4 is unfilled and the market is now
trading 8. You just missed your trade.



Entries — There Is no perfect way to enter the market
where you are going to get the optimal fill possible.
With limits you can miss the market, with market
orders you can get in but can find your entry filled at
worse price than you expected. With a stop order you
can also experience slippage but at least the market
start to move in your direction.
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Trade entry

If you see bullish order flow but the market doesn’t go
up what does that tell you?

Same with bearish order flow that can’t move the
market down.



-9 {49----
64172
662 ||653

227 || 364 | 247 | 286

7500 14951
3.027

Delta

Max. Delia
Min. Delta

Cum. Delta

Order Flows Trgder(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute))
2/8/2021 09:18009 - 2/8/2021 09:28:00

ol2 | 47  0.6833
76)[ 33 14.9 58217 31]e0
127129  3.161 0|10 0111 35'??’ 284 ||902 | 213 | 41
179 46 a3 451149 025 |377 ||380 595|432 354 | 281 | 176 | 191 1.6
182143 [ 134 | 98 222|222 | 2.693 | 112|271 | 270 (588 22|0 67 |19 (273143 | 6375
AT5 || 431 | 167 || 206 52|(87 | 311442 | 60101 | 395|265 | 193|225 31.59 5.284 111 120
455 | 174 | 286 || 283 1162 | 923 1321 | 204 272 [ 13|30 1510 2161112 | 65.136
46| 0 332 || 80 3.885 23([58 34190 223|289 | 55|77 12.87 332 218 24|44
2261153 | 15|61 | 43f[145] 3|0  e7flo 72|29 6212 [ 110]2260009934
176 31 [ 154 237 | 311 [| 348 0.7639 171117 551'-‘128 281 || 302 1.826
398 || 404 | 251 || 119 a7 |0 112|D 18513 17 (144
3541200 | 78|81 163 |7 178 | 263
220 )| 86 3.218 731 75 (203 | 566 | 522
92 |0 1881159 | 16.83 7485 [189)139
213 1161 0)6 174 (491 | 150 ) 34
285313| s1[101 |505)[351 ] 133 ]| 36
127 |0 4320197 | 126 |[187
4181263 | 82 ||194
289 | 276 | 311 | 198
137 | 100 | 83|34
203 (223 | 3.747
527 | 629
681 | 339
141134
170

Yolume, 1876 2498
© AUZT Ninjalrader, LLU

-3902.50

| 3902.25 |

-3902.00
-3901.50
-3901.00
-3900.50
-3900.00
-3899.50
-3899.00

- 3898.50
-8y U0
3897.75 ||
389750
-3897.00
- 3896.50
-3896.00
- 3895.50
-3895.00
389450

-3894.00

09:10

09:15

09:20

09:25




1 Minute v

- T Display Display

Order Flows Trader(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute))
2/9/2021 12:43:00 - 2/9/2021 13:01:00

Bearish flow but market not going down 1o
| |
0100 13.8 281 || 245
94 (186 | O0Of5 1.649 (105|209
0|18 49 081 |311(|324| 31lls9 | 24§77 | s0|[100
251 (179| 0|20 20.8 0|2 1.548 49([131 [ 117 (|16 [182 | 109 | 210127 | 17|88
72||72 |100f9a ol10 13|69 [118|269| 0f31 6 1.6 1][111 | 2.658 4|0 18 |0 16 (|0
5|0 |177 244 [2328|208| 57||207 |178||48 | 2148 off 13 46 of5 53117 | 31101 1.063
11332 | 115041 [128][129 125 1180 | 256 || 78 0|2 0|15 olf14 | 7158 | 9ofl111 | 47 |7
40 2|0 130 |62 | 96f120| 76 |92 0|5 44||170 | 51(|217 [130f146| 92| 92 0.6596
64 209 | 106 | 200|172 | 87| 97 34”76 168|[145 | 500 50| 32 3|0
424421 | 71|92 [187 (112 | 210 0.85 30.67
15210 |424|[348 | 165 (142 | 8
215 | 0 42 |0
1.972
Delta 5 -188 205 22 -75 -244 174 -255 -98 g7 120 -10 73 303 104 -34 -48
Max. Delia 53 1 206 34 15 g 25 0 49 126 120 45 86 328 187 23 51
Min. Delta 76 -188 -20 -135 -168 -331 -196 -292 -167 -20 -49 -42 -39 23 -110 -145 B8] 14|
Ccum. Delta

706

605 Fi Vi 878 1548 1339 758 263 342 492 267

059

1148

400

Volume, {85
W AULT Ninja lrader, LLU

-3908.25
-3907.75
-3907.50
-3907.25
-3907.00
-3906.75
-3906.50
-3906.25
-3906.00
-3905.75
-3905.50
-3905.25
~3905.00
-3904.75
-3904.50

-3904.25

12:45 12:50 12:55




Trade entry

Too often, traders want to have a green light, red light
trading system. Just tell me where to buy and sell. But
think about it for a moment. When you are on the
sidewalk and you get to an intersection and the don't
walk sign if lit up, you stop. But when it changes to
walk, do you immediately walk, or do you check to the
left and right before starting to walk across the street?
You take the signal in context. You check for other cars
before crossing.



Risk

The best trading opportunities reveal themselves to
you in the order flow. A lot of traders will say “of course
| look for trades, doesn’t everyone?” But that is the
difference between traders who are in sync with the
market and those who are not. When you are In sync
with the market, what is happening in the market
becomes clear and you see trades start to develop
and you know the trade opportunity.
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Monitoring The Market — Most traders think that they
only need to monitor the market once they are in a
trade. While you should always monitor a trade for the
follow through order flow. You should always be
monitoring the market at important levels, OHL, S/R,

etc.

This will help you to understand what the market is
doing In terms of structure and development.



Monitoring The Market keeps you involved and
engaged In the market. You will not only be monitoring
for continuation, but when the continuation stops you

will be among the first to see the reversal.
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Monitoring The Market — The market, while sometimes
seems to move in a mechanical fashion, it is dynamic
and constantly in a state of motion.

Having an attitude of just “tell me where to buy, put my
stop and take my profit” will leave you with something
to be desired in your trading. You will not be
maximizing the market information available to you.
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Monitoring The Trade — POC and Value should be
migrating in the direction of the trade. Delta and
Imbalances should be in the direction of the trade.

Overall, the delta, imbalances and POC should be
going in the direction of the market.
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Trade monitoring

If a market is too hard for you to monitor for
continuation, then stop trading that market. There are
plenty of other markets to trade that better suit your
personality. | see a lot of traders fail in NQ and the
reason being it is too hard because it moves too fast
for them to get a handle on and understand what Is

happening.
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Risk Management

Order flow Is extremely helpful for risk management
because it will show you when a trade has been
iInvalidated.



Risk and stops

Trade management is stop management and Is
Important. The best place to put your stop is where a
trade is invalidated. You don’t want to get in the habit
of placing your stop based on an arbitrary dollar
amount based on an average movement. That Is
where order flow helps you where and when a trade

become Invalidated.



Entries — Stop orders. There are two types of stop
orders. Stop, market and stop, limit.

Stop orders are often associated with getting out of
trades, often losing trades. But stops can be used to

get into trades.



Entries — Stop entries are a good way to trade order
flow as the market will be moving in the direction of the
order flow to get you into the market.

For a trade to be successful the market needs to
exhibit follow through order flow. If after entering into a
trade, the order flow is complimentary to your position
the trade will probably succeed.
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Stops

Even though your trading set up may have a 75%-win
rate, the chances the trade you just got into will work is
still 50%-50%. So, deciding where to place your stop
IS still important. You want to put your stop where the
reason for being in the trade Is no longer valid and/or a
place where the market must work to get to. Don't put
your stop where It is easy to get elected.
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Stops

A good place to have your stop Is an area the market
has to work hard to get to. It could be an area based
on volume, an area where there is consolidation.
ldeally your stop should be in an area where the
market structure supports the trade and if the trade
starts to fail the market structure would need to
collapse.
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Stops

What does it mean “the market has to work hard to get
to my stop?” It would have to work hard to get through
support / resistance or a POC or Prominent Point of
Control an area of resting liquidity. Putting a stop a
recent high or low Is an area that traders look to take a
market to. A recent high or low Is not necessarily
support or resistance.
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Stops

Where do you (easily)place your stops? Place them at the
low (high) of the entry bar. If things change in the market
and prices revert back to the low (high) of the entry bar it
means something has changed in the market conditions. It
doesn’t mean the strategy is bad or you read the market
Incorrectly and that you should throw order flow away. That
IS the nature of the market. Something could have happened
In the world and the market Is reacting to it. There Is
unpredictability in the market at times that you can’t always
avoid.
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Risk

The hardest thing for a trader to do is hit the close
button to exit at a loss. Being forced to admit you were
wrong. When you follow the order flow and can see
that the market flow is shifting being knowing you are
caught offside and then exiting the trade at a smaller
loss Is liberating. You have reached a higher level in
your trading that allows you to have more control and
confidence.



Risk

One of the differences between successful traders and
unsuccessful traders is the successful traders don’t get
out of the trade until the market proves them wrong.
What that means is they stay In trades until the market
conditions change from their view. If they are bullish,
they stay bullish until the market shows them bearish

Information.



Risk

Becoming a successful trader isn't about how much
money you make on each winning trade. Being a
successful trader is about being able to stop losing
more money than you should on bad trades. Traders
that consistently struggle are always trying to dig
themselves out of deeper holes than they should be In.
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Trade awareness

You got into a trade based on something, for example,
aggressive buying imbalances. You need to keep two
things in your mind, 1, you don’'t want it to go against
you right away and 2, you want it to move In your favor
sooner rather than later. If you are stuck in a trade for
10-15 minutes barely breaking even or even
underwater, what is really going on with your trade?
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Risk

There Is always a risk in a trade. Any trade at any
random time may not work. You have to accept that as
a trader. That is the reality of the market.
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Risk

What really is risk? Everyone uses the terms, but what
IS It? To me risk is the point where my trade is
invalidated. So as a trader what do we want to do? We
want to reduce risk. How can we do that? Better trade

entry, better in the sense that we know quickly whether
we are right or wrong.



Risk

There are two types of losses, smart loss and stupid
loss. A smart loss is when you do everything you were
supposed to do and the trade didn’'t work. The stupid
loss is when you didn’t do what you were supposed to
do and you lost money. There are stupid wins, but you
just don’'t want to do stupid trades to begin with.



Risk

You have all heard this before "Most successful traders
are dispassionate.” They are not emotionally attached to
a trade. It's almost as if they don’t care about making
money. Have you ever got emotional about a trade and
moved your stop and taken a bigger loss? The reality Is
that many traders are emotional. | can be emotional at
times. Maybe If Iits not your money it Is easier to not be
emotionally attached to a trade.



Risk management

How many losing trades in a row can you suffer
financially and mentally? For many traders, going
through 4 or 5 consecutive trades is very tough on
them mentally. They run out of patience, sometimes
money and they want to stop trading their setups and
trading plan. You should not be trading in such size
that 5 consecutive losses have you reassessing your
trading career.



Risk

There Is often less risk getting in a little late to a trade
because the trade is now starting to work. All too often
what | see Is a market gets over extended and traders
start looking for a reason to short instead of having a
reason for getting short. For example, 10 consecutive
higher POCs. They think it can’t go any higher. They
start thinking the market can’t go higher instead of
seeing the order flow come Iin and tell them the market
IS not going higher.



Risk

Better to be a little late to a trade than too early. You
may be trying to fade a move that is not quite over yet.

Many traders often go looking for trades, they are too
Impatient (early). They should be more patient and let
the trade come to them instead (late).



Risk

Being in a bad trade not only keeps you out of good
trades, but also affects you mentally.

Getting out of a bad trade iIs a good trade you can
make. Overstaying in a bad trade Is damaging to your
emotional capital and trading capital.
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Risk

The longer it takes for a trade to go to target, the more
Impatient you get with the trade. You become
uncomfortable and anxious, and you start thinking
more of getting out of it because you see other traders
getting out.



Risk

Trades that have the potential for greater reward often
have less confirmation, at least initially and that is to
be expected. As a trader, the more experience you
gain the more you see how these trades develop early
and are able to give you the bigger reward.




This concludes the Module 11: Risk Management.

In the next module we wrap everything up.



