Next Level Order Flow
Module 6:

Volume




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.



Traders love statistics and prices, but when you
mention volume, they dismiss it. Footprint same thing.
The volume footprint chart will show you exactly how

much volume transacted at a price on the bid and on
the offer.

Most traders just look at volume after the bar closes.

Volume by itself isn’t very useful. You have to know
how to understand it and use It.



Volume — what makes volume different than price In
terms of market activity Is you can measure the
iIntensity of volume. You cannot do that with price. The

Intensity of volume will enable to you see the fear and
greed of traders.
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Volume

What you must pay attention to is not only the price
the market is trading at but how much is trading at that
price. While the market is not perfect, its not perfectly
efficient and all the information Is not perfectly
disseminated into the market. Its close but not perfect.
But the market reflects all the thoughts on the market
based on the information available. Price and volume
tell you how much the market likes or dislikes the
current price and whether agree with it or not.
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Volume is important because
volume = money = commitment to a move.

Lack of volume = lack of commitment of a price
movement.
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Volume

One of the tell-tale signs of big money participating in
the market is volume. It's true size matters. When you
see big volume appear it is often the result of a big
size trader. The POC in a bar shows where the most
volume iIs in a bar. You want to keep aneye on it as it
can give you a clue as to where the big money Is
active.
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Volume

To use volume properly, a trader needs to look at
volume traded at price, not just on bar close or later.

A move needs to be sustained with volume. A market

can move on thin volume, but a market won’'t move on
no volume.



Volume is a way to measure the strength or weakness
of a move.

A trader must take volume not only in context but also
In reality.

Volume that occurs In a balance area, Iin the value
area should be considered different that when the
market Is breaking out of the value area.
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Value, Volume

You are always looking at volume based on the
distribution at price levels where the market traded.
When you see low volume pops or drops, what is the
market telling you? Is price being accepted? When
price isn’'t being accepted, there is a strong tendency
for price to move In the opposite direction.
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Volume

Does volume increase or decrease in the direction
where the market is facilitating trade? Decreasing
volume indicates trend weakness and most likely the
value area won't expand anymore.
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Volume

When a market reaches or makes a new high or low,
look to the left and judge the volume. Was the volume
down considered high volume, average volume or low
volume. You want to be able to decide if the high or
low Is going to hold or if the market will break to new
lows. If the volume was low, chances are high that
there Is a pretty good chance the high or low may hold.
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Volume

Volume helps you determine the direction of the
market. The market always facilitates trade in the
direction of volume. If volume Is starting to dry up, then
the move In that direction is likely not going to continue
very much longer unless more volume comes in.
However, If you continue to see volume increasing as
the market is making a directional move, chances are
the market will continue In that direction. The market Is
facilitating trade in that direction.
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Volume

Volume is the fuel that not only moves price. Often to
create price movements it takes significant volume.
Keep an eye on price levels where you see increased
volume. Most traders are just looking at time where
volume increased but not price.
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Misconception of volume in order flow — most traders
will tell you volume should increase in the direction of
the trend. However, this does not always apply to a
market moving fast. In a fast market, all the bids will
get hit or all the offers will get lifted. Where volume
Increases Is when price moves to an area of support or
resistance. The thin areas in the order flow becomes
your next support or resistance levels.
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Volume

Stopping volume Is where a rotation occurs. Stopping
volume is where the big money traders come in to
distribute supply (at a high) or absorb supply (at a
low). This Is different than supply and demand.
Because In stopping volume, buyers are not stepping

up aggressively, instead they are supporting the
market.
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Absorption versus consolidation

The most important clue in determining absorption or
consolidation is volume. Absorption tends to happen
on high volume. Someone is providing liquidity to
absorb the aggressive trading.



Order Flows Trader(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute)) S0
2/3/2021 09:43:00 - 2/3/2021 10:02:00 017
2|88 1.161 -3823.00
50 | 242 20 | 249
357 | 261 252 | 289
178 410 5.885 0l2s 153|209
444|673 19]|28 015 27[|162 259]|305
[766 |[674] 100 Jf 153 159 | 158 218 || 287 [293312] |
177 || 247 [542 )| 605] 154 | 127 [217][392] 164 | 45
124 (316 530519 12 169 | 179 8 99([109 20]0
333|450 51301491  0f|s ofe 239 [453] off1_] 85141 -3821.00
66(100 139445 31|77 44108 0]9 314][254 sofls  22(70
oll9s 9323 32|s6 9689 17[[136 2311 3681 e5(57 521|131
o186 53161 40flo0 1881|131 114|177 301[{422 74122 3f(25 1340141 104[|116
54 (224 20|58 116 | 221 157 {182 [461|[296[268[282 ] 71 ||154 [551|[503] 76128 -3820.00
75254 27|69 116 |87 168132 82 |[134 209270 194 |les 222220 a6||172
7.723 200)|147 159 [312]332[475W193] 25(6 196(228 1[0 2890391 13[o
0|47 665  1.688 185[199 28 [0 3154 80|93 194 463 (358 6.615
0|57 153|363 4.778 8.143 69 (133 273 | 282 175 | 75 117 | 41 -3819.00
1795 69(84 120|109 08 2l86 0|14 0|18 63| 171 250 | 291 79 | 158
411203 773|239 74 |151[310[418] 55|43 87 [182 89 |114 105|289 125|118 185 | 214 187 | 68
[468][519] 305 | 429 [366 [353] 117 |85 77 |42 176[|238 130 164 [185 230 0 _51)/96 S0 | 32
294 |[326 [806][946] 352 [ 273 116|217 98| 166 197 |[256 1391105 169][91  59fl48 [231][309 2.056 -3818.00
173 |[263 17061 255(|247 333|351 241|258 29|(33 [330|[310] 9sljzo0 31fo 108)/93
179|(217 124072 141[94 25177 242|184 [264][339]127 [102 128 (140 46155 135||75
33 |[124 96|42 6|0 [270)262]263][294 66|22 44|74 267144 62|97
214 ||649 11413 206 (144 59 [33 40 1s0}122 100|104 -3817.00
461 || 396 183126 2|0 11 151153 3|50
197 305 910 29.5 15703 11)j32
163 [118 13191 180
140 301|112 0.6111 -3816.00
11.64 148 | 35
460 | 361
854 | 611
. 716 | 616 -3815.00
450 | 344
sorption |
223|115
110 | 69 -3814.00
79 |22
2210
-3813.00
Delta
Max. Delta
Min_Delta
Cum_Delta -3812.00
Volyme 3225| 2781 3073] 2697| 2540 1712 1775]  7767| 3297 6548 3838| 3718] 1672 1990  2569] 2852 3611 2735] 2580
© 20T NinjaTrader, LLT
T T T T
09:45 09:50 09:55 10:00




ES 03-21

1 Minute W l“ *

Display

Order Flows Trader(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute)) N
2/4/2021 09:11:00 - 2/4/2021 09:30:00 3849.00
Absorption, not distribution (but does it matter?) 3648.00
Y ot g o | 3847.25 |
146 [|la72  42f|155 2707 65127 0[1_ | 557|180 271
449 (485|550 625 89 | 232 253|245 207 194 77 | 142 [472
1408|514 (785511 542|628 ] 58| 107 [632 (581230 | 296 &3 04
1300|437 189 [120 189]|6 143|288 382266 411[]331 45 50 -3846.00
v 12751455 57 |0 4224 [4B67|[337]239 |221 232[378 72 2
3.774 - 8-H1931159 || 165 16f8s 6338 4|0 [546[465] 55 40
N [ — J954]1355 20 67]0 116]93 143 | 2 1.309 169  7.667
---0177- {328 517 298|[202 795 23 |0 41 |0 389] 0/[9 -3845.00
1136 | 322 134 [ 91 399 || 262 5.043 197 53 69
--}4552154[|343 5870 186 || 217 245 92 [ 114
301 |539 283||316 283|168 408|[289 242 234 284
[453 |518[344[288] 379 | 336 233 | 214 167|133 199 195 |66 -3844.00
349|[246 385|208 259|281 [423 [416 slla7 150 71|61
121|166 940 499f291 284 [302 ofl32 23[55 71 2450224 138
52|44  4.096 4s51[197 142|105 90f159 170 444 307] 0 [1
27 (33 339l|229 68[l22 s5ssfl3e7  1.353 271 0220 _as[[138 -3843.00
80 |48 37]0 551][518 g2 o [Gzef437 44
89 |[s0 163 | 82 s5g4ll383 04
138 |96 24 |0 298 l[156 132 [176 3.813
79 {79 6.792 272ll96 3s6fl460 o016 3842.00
50 | 29 425|432 25001185 45 |61
1.58 416 | 226 [650 {414 ] 186 | 223
18|0 265Q154 169]]188
195123 318]222 V. EMala
168 |65 [o12larr] (LY TNAs] |
507 | 391
741 (176
429 (132 F3840.00
182 | 78
-3839.00
Delta -3838.00
Max. Delta
Min. Delta
Cum. Delta _383? DO’
Volyme. 2950| 5094 2209 2574 3513 4440 3014 2014 2450 2727 3531 2251 2143 1856 3886 3041 4506 3627 5053 .
© ZUZT NinjaTrader, LLT
09:15 09:20 09:25 09:30




Display

Order Flows Trader(ES 03-21 (1 Minute)), Current day OHL(ES 03-21 (1 Minute)) N I
2/3/2021 09:57:00 - 2/3/2021 10:16:00 -3825.00
Consolidation
-3824.00
-3823.50
1.161 -3823.00
20 | 249 52
252|289 01 3822 50
0|28 153|209 59|52 19 | 71 193 0.362
0|15 27162 269|305 130]153 o022 97 [142 043 25|13 -3822.00
159 | 158 218|287 [293){312] 8564 71 [103 253 109([145 115||83 37|59
154 (127 217|[392] 164 [45 85098 212 (146 02 0131 0[1 0|4 246|233 a3flvs  7ofz20 -3821.50
169 [ 179 B 99109 20|00 126039 261|347 236|369 144|137 133 [253 45 |41 2 |47 [239][276] 69|71 23f10
[239 [453] o1 a5([141 73)122 368|421 ]416|[676 [208[[475 [243 [449] 111 [129[238 [404] 83|82 93|54 150 -3821.00
09 314|254 508 22|70 2131103 188[[170 210|[184 357 [194 295][142 141|134 371[[286 4|0 13|15 3159 0|57
17([136 2311 36|81 es5[57 52{131 204 |161]240 |23 107 |27 5|0 g3ll18  55|107 149|[188 20.75 [112]152] 114120 213|145
301|422 74122 3|25 134141 104]|[116 19 |66 0.7 1.963 z2ll18 153|218 114([135 132 [37 151)|108 2.057 771|129
[461||296 268 |282] 71|[154 [551 503] 76 ||128 37 |6 92 1134 103|162 114 106 |41 382 835 0]13 0]11 100|106
82 (134 209270 194|les 222|220 s=6|[172 8lo 101 [90 11761 oflz7 12 |0 360 58 |72 142(158 [188][205 [217 |[260 ]
266 196]228 1|0 289f391 13llo 6745 0 asll1s 7elle2z 25|81 217 [157 132100 [3819.50
3454 80|98 194 463 (358 6.615 216 | 143 221)(160] 7all91 22|58 70|63 7|0
175 | 75 17 | 41 158 | 72 192 [103 1650133 91(110 41|18 1.737 3819.00
79 (158 195 | 124 54 |60 139140 84118 71106
187 |63 181 212 130 |70 132 147 [398([205] 46 |50 -3818.50
59 0 25 |0 [220)[277]139 |89
168 [123 39|24 -3818.00
105 |69 53|38
128 |91 8433 -3817.50
17|79 0.631
2110 -3817.00
-3816.50
-3816.00
-3815.50
-3815.00
Delta
Max. Delta -3814.50
Min. Delta
Cum. Delta F3814.00
Volume. 2569 | 2852 3611 2735 2580 2004 2552 2227 1651 2154 3053 2076 1746 1307 2150 2734 2004 1244 1612
©ZUZT NinjaTrader, LLT -3813.50

10:00 10:05 10:10 10:15




Absorption versus consolidation

Algos tend to run consolidation areas.
Long term traders tend to run absorption areas.

If traders are putting in a lot of effort to move the
market but it doesn’'t move there is someone
absorbing that aggressive trading.



Absorption v. Consolidation

Example, the market hits a low and you see big strong
negative deltas, but the market is not really going
lower. You see more selling, selling, selling. But what
IS happening? Buyers just keep reloading their bids,
that is why you have the big negative deltas, and the
market doesn’t go lower.
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Absorption v. Consolidation

When aggressive traders put in a lot of effort, there
needs to be a result for them in the form of price
moving In their direction. If not, what is the market
telling you? Someone is one the other side of the
market absorbing that volume. What will happen? One
side will give up and when that side gives up, the other
side can press it further and shift prices in their favor.



Absorption v. Consolidation

The difference between absorption and consolidation
Is often found In the volume. Absorption tends to have
significant amounts of volume going through. The
aggressor’s effort is not causing a reaction in the
market. The market is not moving in the direction of
the aggressive activity.



Absorption v. Consolidation

Absorption tends to resolve itself after the aggressive
trader give up. Then the passive traders turn into the
aggressive trader and start initiating. What does it
mean absorption resolve itself? It means there is a
continuation of price.
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Absorption v. Consolidation

The real giveaway In recognizing absorption is when
you see big effort but no reward. Watch price and
volume. Is price moving with all that volume?
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Absorption v. Consolidation

Absorption is sometimes the meeting of short-term
trading and longer-term traders. The short-term traders
are helping to faclilitate trade up or down until the meet
a longer-term trader who needs to fill an order.



Volume

What does a healthy move or break out look like? A
combination of short covering and new longs (on a
breakout to the upside). Or long liquidation and new
shorts. It Is a combination of short-term trading and
longer-term trading. You do get an increase in volume
as well as elongated bars.
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Volume Consolidations

Many traders think trading consolidations are boring,
but when you understand consolidations, you know
that when the market moves out of consolidation that
IS where the really big moves can occur.
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Volume

"here are different types of volume.

There Is Initiative volume and responsive volume.
Initiative volume starts moves, gives the market
direction.

Responsive volume responds to an opportunity in the
market.
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Volume Responsive

Responsive buyers think “oh, wow this is a great deal,
| will buy it here.” They respond to the low prices. You
can see this on a delta chart when there Is strong
volume delta. Going back to volume. Remember | said
volume is a sign of smart (big) money. When there Is
solid volume what do you think is happening. The big
traders weren'’t going to let prices drop further and
responded to the low prices by buying. You also want
to be buying.
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Volume

Volume Is the backbone of the market. Some call it the
fuel of the market. But one thing you have to know is
the market needs volume to faclilitate trade. In some
markets volume is extremely big, while others it Is
much smaller. You have to understand what Is

considered big volume and small volume in your
market.



Volume

The key concept to take away from volume is that the
market facilitates trade in the direction of volume.
Volume Is what causes a market to move. Being able
to see price levels where heavy volume traded will

help you determine what Is going to happen in the
market.



This concludes the Module 6: Volume.

In the next module we will discuss Value and how to
see and use Value in the order flow.



