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Trading Price Action TRENDS
Trading Price Action TRADING RANGES
Trading Price Action REVERSALS

Available on Amazon and Wiley
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BrooksPriceAction.com

Traders run it, I provide content
®Free articles
®Free detailed analysis of 5 min Emini for several months
®Free videos of daily Emini analysis

®Real-time daily webinar ($99/month)




The Market Do?

W-h at Can

* The Market is in a never ending Cycle

e Trend
- Trading Range
« Breakout in Either Direction

e Trend




The Market Do?

W-h at Can

e Trend

- Strong = Breakout = Spike
» Weak = Channel

* Trading Range
e Small = Pullback = pause in a Trend
e Big = Breakout in Either Direction
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Trading Range
(then failed breakout
and reversal)

@ES.D -Weekly CME L=1244.00 0.50 0.04%
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How To Draw Channels

P TradeStation Chart Analysis - $INX Daily [CME] S&P 500 Index L s- 1+ ol
$INX - Daily CME L=1278.04 -32.29 -2.46%
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‘Channels Get Broader and Flatter

P TradeStation Chart Analysis - $INX Daily [CME] S&P 500 Index
$INX - Daily CME L=1278.04 -32.29 -2.46%
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The New Channel is Broader and Flatter
(Blue Lines)
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Is a Trend Strong or eak?

* All Trends begin with a Spike (Strong trend)

* Momentum slows and a Channel begins
(Weak Trend)

* Channels evolve into Trading Ranges

e As the Momentum in opposite direction
increases, a Trading Range forms




—

Chaﬁﬁéb

Channel: Weak Trend contained between a couple of lines

Bull Channel
eWeak bull trend with a bull trend line below and
a bull trend channel line above

Bear Channel
eWeak bear trend with a bear trend line above and
a bear trend channel line below
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Chaﬁﬁéb

Channels Offer Trading Opportunities

* When the Market Tests the Top or Bottom, it then Either
Breaks Out or Reverses

® This Can Create Trades Where the
Reward is Much Greater than the Risk




Channels = Weak Trend

A Channel is a hybrid between

a Spike (Strong Trend) and a Trading Range




Channels = Weak Trend

Channels can be:
e Strong (Tight) and behave more like a Spike

e Weak (Big Swings) and behave more like a Trading Range

Both are trends, but weaker than the Spike Phase




» Steep and tight

» Behaves more ]

Channels =

ak Td

Strong Channel

ike a Spike

» Spike on a Higher Time Frame

« Trade in the direction of the trend




Channels = Weak Trend

Weak Channel
 Lots of swings, like a Wedge or a Stairs Pattern
e Behaves more like a Trading Range

e Trade in both directions
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M TradeStation Chart Analysis - @ES.D 60 min [CME] E-mini S&P 500 Continuous Contract [Decl0]
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With Stops or Limit Orders?

* Buying on a Stop = Buying a Breakout
* Every Tail = Failed Breakout

¢ If most bars have tails and overlap prior bar too much,
then most breakouts will fail

» Tails = Better to bet on failed breakouts
e enter with limit orders (Buy below, Sell above)




but, Tails = Failed Breakouts

T e T o EE—
744 TradeStation Chart Analysis - @ES.D 5 min [CME] E-mini S&P 500 Continuous Contract [Decl1] s -1 - = E=n <"
@ES.D-5min CME L=1244.00 0.50 0.04% MAX 20 (20) 1245.63

......................................................... ARNS. SO SN N SV NN SN SRR SRR S cou
S ..................... ..................... ........................ : ; l1260.00

..................... I . o F1259.00

..................... F1258.00

..................... : lanninm R ; L1257 00

..................... T L1256.00

..................... L1255 00

..................... S SDUIS WO SO .

..................... o b1253 00

------ -1252 00

............ 12541 00

............ L1250 00

------ L1249.00

............ L1248 00

............ L1247 00

..................................................... e 246,00

StOpOI‘dEI’S R e L1245 00

............. e 1244 .00
.............................. e 124300
.............................. s 11242 00

i ................. ..................... ..................... ..................... ..................... ..................... ..................... ..................... ..................... ..................... ..................... ..................... ..................... .............. ............ F1241.00

£ ; : ; : : : : : : : - : —

Created with TradeStation. ©TradeStation Technologies, Inc. Al rights reserved.




- —

_ Why are Channels leflcult?

* Uncertainty is high

* Reward can be low compared to risk
* Always Trying to Reverse

* Sometimes Trend Accelerates and has Breakout :

° Bull Breakout above Bull Channel
0 Bear Breakout below Bear Channel




Edges are Fleeting Small

* This is a zero sum game and you are trying to take
money from very smart people, who are trying very
hard to take money from you.

* All trading is subjective and hard.
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MARKET INERTIA

* Always bet that the market will continue to do what it
has been doing

* When the market is Trending, 80% of attempts to
reverse will fail (so trade in the direction of the trend)

* When the market is in a Trading Range, 80% of
attempts to breakout into a trend will fail (so trade in
the opposite direction of the incipient trend)




ailed Bull Breakout of Bull Channel:
Target = Bottom of Channel

P TradeStation Chart Analysis - $INX Daily [CME] S&P 500 Index
$INX - Daily CME L=1278.04 -32.29 -2.46%
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P TradeStation Chart Analysis - AAPL Monthly [NASDAQ] Apple Inc

Bull Breakout of Bull Channel

AAPL - Monthly NASDAQ L=561.12 -16.61 -2.88% MAX 20 (20) 421.79
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trong Bull Trend (Not Cannel)

S

Spike Phase: Get long!!
* Buy at the market
* Buy close of any strong bull or bear trend bar
* Buy above (and below!) prior bar
* Press bets and buy breakouts above swing highs

* Buy small pullbacks




Strong C hannel But a Weak Bu II
Trend)

* It is a Spike on a higher time frame, so only look
to Buy

* Swinging is Better than Scalping
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Strong C hannel But a Wea ul
Trend)

* Buy at and below low of prior bar

* Buy closes of both strong bull and bear bars
* Buy breakouts of bull flags

® Buy at support

* Take profits at new highs and resistance
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Tight (Strong) Bull Channel
Buy For Any Reason (and Don’t Sell)

* How Do I Get Long?

* Where is My Protective Stop?




Tight (Strong)ll
Buy For Any Reason (and Don’t Sell)
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@ES.D -5min CME L=1394.25 -4.256 -0.30% MAX 20 (20) 1386.32 aBar Count 5 min Low All Days (L - 1.5°lowest({range,5),

Strong Bull C

Buy on Stops Above Bars

P TradeStation Chart Analysis - @ES.D 5 min [CME] E-mini S&P 500 Continuous Contract [Jun12]
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Stro ng Bull Chann
Buy With Limit Orders Below Bars

P TradeStation Chart Analysis - @ES.D 5 min [CME] E-mini S&P 500 Continuous Contract [Jun12] 5~ I v
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Strong Bull Channel
Buy At The Market
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Strong C hannel But a Wea II
Trend)

* Protective Stops When Swinging
- Trail Stop below most recent higher low

* Protective Stops When Scalping
- Don’t allow pullbacks
- Get out below any bear bar or strong bull bar




Strong Bull Channel
Protective Stops
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“Bull” implies Trend
“Channel” implies Weak Trend

* The Weaker it is, the more likely trades in both
directions will be okay
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W ea k .

* Overlapping bars

* Weak follow-though after bull trend bars
* Many bars with tails on top

* Many bars with bear bodies

* Obvious pullbacks and often small swings
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Weak BuII Channel
(It is still a Bull Trend)

* Tradable swings in both directions

* Behaves like a Trading Range that is Tilted Up

* Buy Low, Sell High, Scalp, like in a Trading Range
® Buy at support

* Take profits or even short at new highs and resistance




Weak Bull Channel

* Protective Stops
- Better to scalp most trades, like in a Trading Range

- If only Scalping, don’t allow pullbacks and get out
below any bear bar or strong bull bar

- Initial Stop is Below the Signal Bar
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P TradeStation Chart Analysis - @E5.D 5 min [CME] E-mini S&P 500 Continuous Contract [Jun12] 5 I~ = IEIIﬂ
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Weak Bull Channel in Bear

™ TradeStation Chart Analysis - @ES.D 5 min [CME] E-mini S&P 500 Continuous Contract [Juni2]
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Shrinking

(Buyers Getting More Eager)

P TradeStation Chart Analysis - @ES.D 5 min [CME] E-mini S&P 500 Continuous Contract [Jun12]
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Broad Channe

Trade Like a Trading Range:
Buy Low, Sell High, Scalp

s414 ol
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Broad Channel
Here, a Wedge. Trade Like a Trading Range.
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P TradeStation Chart Analysis - $INX Monthly [CME] S&P 500 Index

$INX - Monthly CME L=1278.04 -32.29 -2.46% MAX 20 (20) 1276.66

S&P Ca Index, Month
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P TradeStation Chart Analysis - $INX Weekly [CME] S&P 500 Index

$INX - Weekly CME L=1278.04 -32.29 -2.46%

S&P Cash Index, Week
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P TradeStation Chart Analysis - $INX Daily [CME] 5&P 500 Index

$INX - Daily CME L=1278.04 -32.29 -2.46%
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P TradeStation Chart Analysis - @TY Monthly [CBOT] 10 ¥r U.S. Treasury Notes Continuous Contract [S... 5 't I~ = IDlﬁl
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GLD,

Wee

Channels Evolve into Trading Ranges

P TradeStation Chart Analysis - GLD Weekly [ARCX] SPDR Gold Trust

GLD - Weekly ARCX L=157.95 6.33 4.17% MAX 20 (20) 159.85
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AAPL, Month

P TradeStation Chart Analysis - AAPL Monthly [NASDAGQ] Apple Inc

AAPL - Monthly NASDAQ L=561.12 -16.61 -2.88% MAX 20 (20) 421.79
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AAPL, Week

P TradeStation Chart Analysis - AAPL Weekly [NASDAQ] Apple Inc s x- _lofx|
AAPL - Weekly NASDAQ L=561.12 -16.61 -2.88%
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Additional Information on
Price Action

Free examples of 5 min Emini charts that are analyzed bar by bar

BrooksPriceAction.com




