The Imbalance Course

Module 5: Wrapping up imbalances.



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.



Module 5

The key to successful trading is to stack the deck in your
favour. By trading when you have an edge over other traders.
Understanding and knowing how to interpret imbalances puts
you way ahead of other traders who don’t look at imbalances
and don’t even know it exists.



Module 5

You don't need to have a 180 IQ or have some unbeatable
trading system to be a successful trader. What you can do is
watch the winning group of traders and do what they do.

Who are the winning group of traders? More often than not, it is
the physical commodity trading houses, the ones who turn raw
commodities into products. Hershey, Nestle, Unilever, BP,
Statoil, etc. They don't last as long as they have or become as

big as they are by being on the wrong side of the market, at
least very often.

How do you know what they do? They often leave trails,
footprints, with imbalances.



Imbalances, especially multiple imbalances and stacked imbalances
are often the result of a big or institutional trader getting into or out of a
position. Unfortunately, we don’t know if a trader is getting into out of a
position, but by using some common sense and taking what is
occurring in the market in context we can make an educated guess as
to whether a trade is a new position (which will be more indicative of
near term market direction) or exiting a position (which can have little
impact on market movement).

So how to tell?



Do you think an institutional trader is going to be a buyer above value
or below value?

Do you think an institutional trader is going to be a seller at the low or a
buyer at a high?

Do you think an institutional trader is going to put on a new position in a
sideways market or when the market starts to break out of a sideways
market?

You have to change your thinking from a 1 lot mindset to a 500 lot
mindset.
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A decent amount of traders come from a background in statistics and
gambling. If you are familiar with card counting in blackjack you know
there are times the shoe will favour the player. How does the casino
negate that? They shuffle the deck. When trading with order flow you
see when the deck is being reshuffled and the playing field changes.

The market is constantly changing, its like the deck of cards is being
reshuffled over and over through out the trading day.

Does that mean traders have no edge? No, quite the opposite. When a
trader recognizes that the conditions have changed they are in a better
position to take advantage of the changed conditions.



This is the end of module 5.

This completes The Imbalance Course.



