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Order Flow Dynamics

By Michael Valtos — www.orderflows.com

Module 7 : Recognizing Initiative & Responsive Order Flow
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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.
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The terms initiative and responsive trading come from Market

Profile analysis and define the type of buying or selling occurring in
the market and where it occurs.

But the drawback with looking at initiative or responsive activity in
Market Profile terms Is you spend a lot of time on the sidelines.
When you trade order flow you are much more active in the market.
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Initiative versus responsive. If open above the previous value area
and go sideways, what is the market telling you? Responsive selling
should take the market back to value area, but the market is not
moving back to the value area. Instead initiative buying is keeping it
above the value area, chances are stronger for a move away from

the value area.

This Is the reason why Initiative activity lead to trends.
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The key Is understanding if the order flow Is Iinitiative or responsive.

Initiative activity you buy/sell break outs.

Responsive activity you trade off support/resistance back into the
day’s range and day’s value area.
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| have a simple way of differentiating between initiative versus
responsive activity by looking at the order flow, specifically the order
flow delta footprint chart, POCs.

A bar’s POC is a form of recognizing value in the market.
Think back to Module 5, about new money Iin the market.

Demand Lows are like responsive buying.
Supply Highs are like responsive selling.
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What | like to look for in the order flow for responsive selling is an
area | define as resistance by Prominent Points of Control, then
footprint delta in the bar showing hitting just about all bids.
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What | like to look for in the order flow for responsive buying is an
area | define as support by Prominent Points of Control, then
footprint delta in the bar showing lifting just about all offers.
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Initiative buying — initiative activity can signal a trend. Go with the
direction of the initiative activity to maximize it. Don’t trade mean

reversion.

Trade around previous levels — swing highs/lows, pivots, etc.



Order Flows Trader(ES 09-20 (60 Second)), Order Flow Volume Profile
7/5/2020 19:44:00 - 7/5/2020 20:34:00

Initiative buying

19:51 19:53 19:35

Display

3158.00

3156.00

3152.00

3148.00

3146.00

3142.00

3140.00

3138.00

3136.00

3132.00

3130.00




Chart 20 nd v i N & R [ w NO[E = Display

Order Flows Trader(ES 09-20 (60 Second)), Order Flow Volume Profile
7/13/2020 09:31:00 - 7/13/2020 10:13:00

3222.00

Initiative buying

3220.00

3218.00

3216.00

3214.00

3212.00

12, 07187
25 50815995 | 129
1284 1>

3210.00

3208.00

3206.00

225K/ 1925

3202.00

3200.00

3198.00

09:33 09:35 09:37 09:47 09:53 09:55 09:57 10:03 10:05 10:07 10:09 10:11



Order Flows Trader(ES 09-20 (60 Second)), Order Flow Volume Profile
7/10/2020 14:16:00 - 7/10/2020 14:59:00

Initiative buying

14:16 14:18 14:20

14:22

14:24

14:26

14:28

14:30

595.095 12/17
205 |42 |238.182 204
v [ [14] le7| ]35-20 18675
4211 63 [15175] [s9f | |10 29 14573
90 0.9387 -18 11631| -197 15 44 |14 [4 | |es| 2.205
86 |14 |67 [110 |11302 21 B ] 14874 68 ‘ 222
s3fas] Je7| ] |[130 |3 [0 -3 1e2a12| [ [66f57| re2 74
19216 | -189 Fo] feo 147 39| -242 1127 ]
124 |2-159| [83] }19| 46 5| 21| 63 35
194 |71[ J13}s2| -8 -75| 83 3.174 826 81 35
28320 [44 2 141 97 65
el | [11em 1.755 -100[ 133
85234 31.91 61 38
3 21235 53
|98-94 12.23 24
[ 2 425
-148 101
-88
32
2.907
I 183K/ 1125

14:32

87 18
121 398
92 | [210
172 1.088 49|
217 56 157
122.375 2,015 79 174
16564 173 |16-18 10
85| |77] -8 sof3| ] |16 |14 75
55326 122208 | 290 [273 |28 104 70
9868 [ |16% |s525| 209| -foofTes| | |[&1-72
4311 36-32 1472| 63| 17| [ag] 22
139 13.4@06| [ |96 |41 147 -88| -399 10018
66 42| -148 5 -160| -18 0
212 46| -136 51 -68 1
8 19 78| 38| |8 -8
15 182 |68 03| 17 4.125 18
48 10 21233
49 64 4.5 70 0.6867
63 2 | |17
2 1022 212
an| |8 20 |7efas| | |128
47190 154 [76-52 16
240 |4 5 45[89| | [ [38]
273| Rl |15 193] -246 416
45| 64 49 -104 1.163 -60
47| 21 282.392 122 56
11 [&4] |51 61 59
-128] 115 14 83 0.2393
129 3 |5 | 2
-336 89| 26 141 151 |s3
-163 -104 144 55130
202 90| [ [13] 4] -5|
-181 fs] | [32-29 13.2
-104 27| 2
-30 1154 50
-99

14:40

14

:42

14:44

14:46

14:48 14

:50

14:52

14:54 14:56

14:58

3181.00

3180.00

3179.00

3178.00

3177.00

3176.00

3175.00

3174.00

3173.00

3172.00

3171.00

3170.00

3169.00

3168.00

3167.00




FLOWS.COM

Initiative selling — when you open out of value and below a key
level, for example, yesterday’s low. Look for the move away to keep
going as new money comes into the market.
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When long-term traders are getting into new positions.

When long-term traders are getting out of positions — could be
winning trades, could be losing trades they are exiting. We don't

know why they are getting out. That is why you need to understand
market context.
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Initiative trades should take place sooner rather than later since t
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ne

move Is already happening. Holding periods vary, you can hit anc
run or ride the trend.

Responsive trades take longer to work out as the market is often
rotating back into value. Responsive trades often need to be held

longer.
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This concludes Module 7. In Module 8 we will discuss trading the
stop hunt.



