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Disclaimer
This is not Investment or Financial Advice.

JSai and SAITrades are not an investment, financial, tax, or legal advisor, nor a broker-dealer. JSai and
SAlTrades do not purport to provide any investment, financial, tax, legal, or any other advice, in any
form. The opinions expressed here on this website or in this book are for general educational and
informational purposes. The book is not intended to provide any specific advice or recommendations for
any individual or on any specific security, investment product, or investment/financial strategy. This book
and website do not constitute a comprehensive or complete statement of the matters discussed or the law
relating thereto. JSai and SAITrades are not a fiduciary by virtue of any person’s use of or access to this
book, website or its content. The views represented in this book and website reflect the views and
experiences of the author alone, at the time drafted, and are subject to change at any time without notice.

Inherent Risk in Investing

There is a very high degree of risk involved in trading securities, equities, and, in particular, trading
futures and options.

In order to make the best financial decision that suits your own needs, you must conduct your own
research and seek the advice of a licensed financial advisor if necessary. Know that all investments
involve some form of risk and there is no guarantee that you will be successful in making, saving, or
investing money; nor is there any guarantee that you won't experience any loss when investing.

Loss of principal is possible. Foreign investing involves special risks, including political, economic and
currency risks and differences in accounting methods. A security’s or a firm’s past investment
performance is not a guarantee or predictor of future investment performance.

Acknowledgment and Agreement by Reading this Book and Using SAITrades Website

By using this website and reading this book you acknowledge that you have read and understand the
above and you agree to the following:

“You understand that nothing in this website or this book constitutes professional and/or financial advice,
nor does any information in the book constitute a comprehensive or complete statement of the matters
discussed or the law relating thereto. You understand that nothing in this website or in this book
constitutes any recommendation that any security, portfolio of securities, investment product, transaction,
or investment strategy is suitable for any specific person.”

“You alone assume the sole responsibility of evaluating the merits and risks associated with the use of any
information or other content in this website or in the book. JSai and SAITrades assume no responsibility
or liability for your trading and investment results. You agree to hold JSai and SAITrades, including its
officers, employees, principals, and affiliates, harmless for any results, losses, or any possible claim for
damages arising from any decision you make based on information or other content made available to you
through this website or book.”



“You understand that you should not use this website or book to make financial decisions and should only
seek professional advice from someone who is authorized and licensed to provide investment advice. JSai
and SAITrades do not recommend the purchase of particular securities nor does JSai and SAITrades
promise or guarantee any particular investment results.”

CONTENT NOT WARRANTED

THE BOOK AND ITS CONTENT, ARE PROVIDED “AS IS” AND WITHOUT WARRANTIES OF
ANY KIND. YOU BEAR ALL RISKS ASSOCIATED WITH THE USE OF THE BOOK AND ITS
CONTENT, INCLUDING WITHOUT LIMITATION, ANY RELIANCE ON THE ACCURACY,
COMPLETENESS OR USEFULNESS OF ANY CONTENT AVAILABLE IN THE BOOK AND ITS
CONTENT. JASI AND SAITRADES DISCLAIM ALL WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING, WITHOUT LIMITATION, ALL WARRANTIES OF TITLE, NON-INFRINGEMENT,
ACCURACY, COMPLETENESS, USEFULNESS, MERCHANTABILITY, AND FITNESS FOR A
PARTICULAR USE, AND WARRANTIES THAT MAY ARISE FROM COURSE OF
DEALING/PERFORMANCE OR USAGE OF TRADE.

LIMITATION OF LIABILITY

YOUR EXCLUSIVE REMEDY FOR DISSATISFACTION WITH THE BOOK AND ITS CONTENT IS
TO STOP USING THE BOOK AND ITS CONTENT. JSAIAND SAITRADES ARE NOT LIABLE
FOR ANY DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL OR PUNITIVE
DAMAGES, UNDER ANY THEORY OF LIABILITY, INCLUDING WITHOUT LIMITATION,
DAMAGES FOR LOSS OF PROFITS, OR LOSS OF OTHER INTANGIBLES. IN PARTICULAR,
AND WITHOUT LIMITATION, JSAI AND SAITRADES WILL NOT BE LIABLE FOR DAMAGES
OF ANY KIND RESULTING FROM YOUR USE OF OR INABILITY TO USE THE BOOK AND ITS
CONTENT.
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Technicals of a Trade

I am a long biased trader primarily. These are setups from my experience. The majority of
my setups are long biased. I only short the market when there is substantial news to support being
short biased. However I tossed in some short setups based on my observations. Almost all of these
setups can be flipped identically to be played to the short side. The reason I am long biased is
because 70% of the time statistically the market goes up.

Bigger Picture Setups

Setups

Trend Line Break
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When a stock has tested a major trendline at least three times over days to months it forms an
explosive move when the trendline breaks. The longer the trendline is and the more established the
trendline is, the more powerful the breakout will likely be.

Requirements:

1. Tight squeeze into trend line
Low volume during the squeeze
Catalyst to cause the breakout
Preferably a gap setup as well
Close to ATH (all time highs)
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Squeeze Release

BIDU v, 238.87
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When a stock forms a tight range over a few days to a few months, it can lead to an explosive
move when it manages to break the boundaries of the range. The tighter the range and the longer the
range, the more explosive the move is.

Requirements:
1. Range formed over at least 5 days
The range’s width is less than 2 ATRs (average trading range)
There is wicking on both sides of the range
Volume decreases in the range
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No excessive fakeouts on the range



Support Bounce

LMMND -, 147.74
LMND 1Y 1D [NYSE]
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When a stock comes down to support while also extended, this leads to a good setup off the lows.

This type of setup is not a momentum setup normally but better for a bottoming out trade where it slowly
turns and rides up for a little bit.
Requirements:

1. 3 or more days downwards

2. Bearish candles with closes near lows

3. Near major support

4. Decreasing or equal volume on the down move



Second Day Play

FUBOD v | 3213
FUBO 1Y 1D [NYSE]
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When a stock has a strong day and closes near the HOD (high of day) it is likely to continue the
next day and put in another strong move. This setup works far better when the original move had
substantial news and a substantial technical setup instead of just a single day where it pops with no
reason. This play is ideal in hot sectors.

Requirements:

1. Stock closes near HOD (high of day) the previous day
Previous day bar is greater than 1 ATR (average trading range)
Catalyst the previous day
High volume previous day
Technical setup previous day
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Breakout bar or bottoming tail bar



Flags, Pennants and Continuation Patterns

PTOM -, 157.81
PTON 1Y 1D [NASDAQ]
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When a stock has a strong move or approaches all time highs but doesn’t form a range nor has a
second day play, it is most likely to form a continuation pattern. These normally include a short and quick
consolidation on low volume ranging from 2 to 5 days. These plays are normally the best when they
precede a technical breakout.

Requirements:
1. Previous substantial move
Low volume consolidation
Price action is neutral or shows buying pressure
Near ATH (all time highs)
Catalyst
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Gap Types

Gap n Go

RIOT ~ 2578
RIOT 1Y 1D [NASDAQ]
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This setup is most often seen when something gaps into or right above a technical level. This
setup is very powerful when the gap is more than 2% and leads to tons of people being interested in
buying up the stock.

Requirements:
1. Gap of more than 1.5%
2. Catalyst
3. At or above resistance
4. Chart has been in consolidation or slow trend
5. Near ATH (all time highs)
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Climactic Gap

FCEL

>  15.84

FCEL 1Y 1D [NASDAQ]
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When a stock makes a parabolic move and then gaps up again, it is likely to sell off for the rest of

the day. Understanding this type of gap and recognizing it is essential to avoid taking setups that look A+
intraday but are likely to lose.
Requirements:

L.

2.
3.
4

Stock is up 2 days or more in a row or is up over 15% within 4 trading days
No substantial multi day consolidations.

Gap % is over 3%

There is no fresh news on the stock - all news priced in
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Aspects of a Gap
1. Shock value

a.

b.

Can a gap lead to a short squeeze?
If a stock moves down multiple days then suddenly gaps up substantially, it is likely to
take out a lot of stop losses causing a cover and a run up.

2. s there a fresh catalyst?

a.

The gap should likely be the result of fresh news.

b. There should be a fundamental reason for the stock to move.
3. Positioning of the Gap

a.

Gaps can just be choppy action if they are happening at random places on the chart.

b. The gap should happen near the highs or coming out of a range so that the stock can find

tons of buyers and make a large move.

4. Gap Size

a.

e

A lot of gaps will be unsubstantial and the result of orders happening PM (premarket) and
AH (afterhours).

A substantial gap should be over 2% and should be visible on the daily chart.
Random gapping is seen a lot when a stock is bound in a zone.
Often traders will think the gap matters, try to trade it like a gap and get chopped up.
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Intraday Setups

Recognizing PM (Premarket) Patterns

PM (Premarket) Squeeze

ZM v , 3B4.53
ZIM 5 D 1m [NASDAQ]
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This setup is when in PM the stock forms a tight range. Sometimes the range will exist from PM
open all the way to the opening bell. Sometimes the stock will run PM and towards the bell, will
consolidate into a very tight range. This PM setup is one of the best for explosive moves in the first
minutes of the market. Any stock that does not have a clean PM or just has no PM action but doesn’t fade
can fall into this category.

Requirements:
1. Tight PM range - this is subjective
2. Low volume in the range
3. PM action or gap prior to the squeeze
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PM (Premarket) Gap Fade - Holds Gap

PLTR v, 25.64
PLTR 20 D 1m [NYSE]
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When a stock gaps up and holds its premarket range, it is extremely bullish because it indicates

smart money has accumulated shares, holding the lows and retail will get in as it starts pushing up. These
make great support buys and even better first pull back plays as soon as they establish they are holding
PM support.

Requirements:

1.

2.
3.
4

Holds the same PM low for most of the session
Slow sell off

High volume near the lows of the range
Doesn’t fade the gap up
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PM (Premarket) Trending into Open

RIOT > 2578
RIOT 20 D 1m [NASDAQ]

=

===

Volume

RIOT -
RIOT 5 D 5m [NASDAG]

Volume

B P T TP | ul]]ll

515 0 8:45

17



Often on stocks with strong technical setups they will run up PM. These setups are always more
risky to play long right off the open, but provide amazing dip buy opportunities off the open or sometimes
good dip buys into mid morning.

Requirements:
1. Making new PM highs into the open
2. Opened above previous days
3. PM lows stays the same
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9:30 to 9:40/9:45 Setups

Washout Long - Support Bu

SPCE -, 3043 ihm e L o# osm . -2, °
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The washout long support buy setup is based on understanding that a stock is likely to bottom out
and reverse upwards at some level of PM support. When the stock puts in a wick near support, then retests
the area and holds, it provides an amazing risk to reward entry to buy near support or just as it bounces
from support. This setup is one of the hardest to master and most of the time will turn into the next setup
where one ends up getting in later because of uncertainty if the stock actually bottomed out at support.

Stop Loss: At the support level one bought at; Wait for a 1 minute close under support or a clear
flush. If not, market makers will shake one out intentionally.

First Target: The first target for this trade has two options. If the stock starts struggling around
VWAP (volume weighted average price) take a partial here. Do not always EXPECT the VWARP to pop.
However if the stock rips through the VWAP, one can set a target at the next level of PM resistance
normally the PM high.

Requirements:
1. Volume near support
2. At least one red candle
3. At PM support and above PM low
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PTON 5 D 5m [NASDAQ] - VAP (-2 PTON 5 D 1m [NASDAQ]

Whenever a stock doesn’t show enough confirmation to play a washout long, this is the next setup
to watch and play. This setup is based on the idea that when a stock comes down but then manages to find
buyers and get above VWAP, it has the strength to continue upwards and pop as it finds more buyers.

If one enters near the VWAP this setup is a little risky because one might see a rejection or
VWAP reclaim fake out quickly. That is why it is important to combine this setup with clear price action,
higher timeframe, volume and tape.

Stop Loss: The stop is technically a strong close below the VWAP. However, often using the LOD
(low of day) as the stop gives it more room to work and find buyers, especially if the higher timeframe is
very bullish and it should make a strong move inevitably.

First Target: The first target for this trade is normally the next level of PM resistance which is the
PM high. At the first sign of weakness near the PM resistance, is where the first partial normally should
happen. One shouldn’t just sell because there is resistance; one should wait to see the reaction but always
have order ready to get out quickly.

Requirements:
1. Volume on rejections and down moves is weaker
2. Buyers are strong coming towards VWAP
3. Stock has not made a lower high or lower low - no trend
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PM High Push and Break

BYND - 14010 P L % Smo sisye 5 L = | BWND -, 140.10
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This setup is one of the best when the PM forms a tight range and doesn’t trend a lot. This is also
a very good setup to watch if the stock has news or something that will cause it to explode with buyers
right off the open. Also logically for this setup, there shouldn’t be a major reason for profit taking or a dip
off the open.

This setup is very subjective to understanding what momentum is like. If one plays this setup
wrong, often the stock will reject and dump at the PM high. One has to make sure that the stock has the
momentum to pop the PM high.

Stop loss: The stop for this trade normally varies between the PM high level, the VWAP and LOD
(low of day) based on how far they are. The key is to give the trade enough space to workout and find
buyers. One should not stop out before the one minute candle closes below one’s chosen stop or else
market makers will play one multiple times. The key is give this trade some time to work.

First Target: The target for this trade is always the break and flush of PM highs. If the trade starts
showing signs of weakness into the PM high and is likely to reverse, one starts to reverse, accept one’s
wrong exit and try to reenter later. All breakout trades are very subjective. If the stock flushes PM highs,
one can get an order ready to take a partial at the first sign of weakness. Once PM high breaks one
SHOULD NOT go back to red on the trade ever.

Requirements:
1. Momentum going into PM high
2. Tight PM range
3. Opens near the PM highs
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First Retest Trade

PLTR - 2564 5w RRE B 9 L smo, fisye, 5 LB = PR ~ |, 2564
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As long as the higher timeframe setup is strong, this trade is extremely powerful. Almost always
there will be a second leg to a strong move and this trade offers one a chance to enter after confirmation
unlike the washout long or other setups discussed above. This setup can sometimes happen within the PM
range; other times will happen right above the PM range.

The key to this setup is a few things. First of all the pullback has to show signs of a pullback; not
of a strong sell off. Second the initial move that precedes the first pull back must have signs of a powerful
move; not just of a weak pop or something that people are shorting at the top.

Stop Loss: The stop for this trade is almost always the pivot point. By pivot this means the low of
the pullback. In the above chart the wick that comes near PM lows would be the stop. This is normally the
area where one’s trade is proven wrong because if the stock can’t hold where buyers stepped in, the
buying pressure is not enough at the moment for a strong move to the upside.

First Target: The first target for this trade will always be the break and flush of the current HOD
(high of day). If the stock starts to struggle near the current HOD, one should take one’s partial and reduce
size here. If it flushes the HOD with strength, then one can start taking profits as it shows weakness
beyond the HOD.

Requirements:

1. Strong initial move with a breakout candle
Pullback indicates buying with price action
Pull back is to a key level or VWAP
Volume fades on pull back

wbkwbd

Momentum shows after the pullback on tape, price action and volume

22



9:40/9:45 to 10:00/10:15

Bottom Reversals

PINS v 1, 6975 e I 5mo, #isyle, » A & = | PINS ~ 6975
PINS 20 D 5m [NYSE] VAP (-2.0, 2.0, DAY) |. % PINS 20 D 1m [NYSE]

This setup is when the stock forms a down trend off the open or after a pop up. For this setup it is
okay if the stock fades below the PM support level, as long as it indicates buyers stepping in when the
trend breaks.

As shown in the above setup it is always safer to get long, once one sees confirmation with the
stock holding outside the down trend because this allows one to know that the down trend is now over and
it is likely to pop upwards and above the VWAP.

Stop Loss: The stop on this trade is always the LOD (low of day) . One wants to give the trade
enough space to catch buyers and slowly push up. This is not always a momentum setup and may move
up slowly till it catches buyers higher up near the PM high. Wait for a close below LOD or a tape flush to
exit; if not market makers can play one by dropping the bids and reclaiming.

First Target: The first target on this trade is normally the flush through VWAP where one starts
taking partials as one approaches the PM highs where the stock may fake out and find sellers. Sometimes
it will continue. Sometimes it won’t, so take profits as it pushes toward PM highs or PM resistance.

Requirements:
1. Established downtrend with a lower high.
Downtrend broken
Retest downtrend breakout
Preferably below VWAP; if not wait for a VWARP retest
Volume picking up with buyers
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First and Second Pullback into Support
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After an initial strong move generically outside of the PM range, this trade gives one a second
chance to enter and catch a scalp or even a potential runner for the rest of the day. The stock should pull
back to some level of support such as PM highs, VWAP or the EMA (exponential moving average).

The pullback should be on relatively decreasing volume as well as a slow down move instead of a
quick big candle drop. The entry is normally once volume and price action start to pick up while still
giving enough space to the HOD. Do not chase this into the HOD.

Stop Loss: The stop on this trade is the pivot low of the pullback. This gives the setup amazing
risk reward but also means that it can fake out more than other setups. Wait for a close under the pivot or
a confirmation of a break of the pivot.

First Target: The first target on this trade is always a flush of HOD with some type of
continuation past the HOD. If the stock starts to reject after HOD, then try to get out breakeven and accept
the breakeven. If it flushes and breaks HOD, wait for the first sign of weakness on the tape or in price
action to take partial profits.

Requirements:

1. Two candles or more in the pull back
Low volume on pullback
Increasing volume at and above pivot
First or second pullback
Above or at least in the PM range

AN I

Strong initial move
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One Minute Continuation Patterns

ROKU -, 408.30 ! L % sm L2, 4.2, . ROKU ~ [, 408.30
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This trade is normally preceded by a previous winning setup where one could and should already
be green on the ticker. This is normally the trade where you get in as the trend is being established after
the first strong move.

This trade should normally have a few pullback candles which are small in size and shallow in the
depth of the pullback. This will normally be followed by a breakout candle or a high volume candle,
which both indicate a resumption of a strong move.

Stop Loss. The stop for this trade is always the lowest low in the pattern. This basically means the
pivot low that the pattern created. Always wait for a close below the pivot low of the pattern and do not
stop out just because it comes back towards the pattern.

First Target: The target of this pattern is a flush of HOD and normally some type of continuation
past HOD because at this point the trade has already established a direction and a trend.

Requirements:
1. Strong initial move
2. In or above PM range
3. Low volume pullback - multiple candles
4. Breakout candle with increased volume

25



Breakout Trade or Breakout Retest Trade

GM v [, 54.84 o I Smo Style J4d =z, GM ~ /5484 3
GM 20 D 5m [NYSE] i WAP (-2.0, 2.0, DAY) |... - GM 20 D 1m [NYSE]

This trade is almost always preceded by another trade where one could have had a better entry
such as a reversal, first pullback etc. This trade normally indicates an increase in buyers as resistance is
broken.

The danger of this trade is that often one will get a fake out because people who bought the lows
or bought at the VWAP will start to cover their position here. However if there are enough buyers, once
the covering finishes there should be another strong move. That is why for this trade it is always good to
either enter right before the breakout or once the level breaks and holds.

Stop Loss: The stop on this trade is normally a close below the most recent pivot on the chart. If
the pivot is extremely far away, the VWAP can be used as the stop. Normally the pivot establishes right
below the breakout level and then once the breakout happens, a new pivot forms which becomes the new
stoploss.

First Target: The first target for this trade is always a break of the level along with a pullback and
a strong move or just a strong move. Once the stock seems to be losing some momentum or seems to have
pushed up to where it is extended (3 to 4 candles up) one can take partial profits.

Requirements:

1. Level tests at least twice
Breakout with volume
Holds above the level (if playing the retest)
Strong momentum (if getting in before the breakout)
Stock is not extended and has not made a crazy move
Stock is within the PM range or at PM highs

AR
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Symmetrical Pattern Breakout Trade

ROKU - |, 408.30 A e 4 smo, whisye, s L & = | RokU ~ 40830
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This trade setup is almost always preceded by a previous failed setup or a previous setup that only
reached the first target. The stock will often be stuck in range between higher lows and lower highs
leading to a squeeze setup in the first few minutes. Most of the time the original trade wouldn’t have been
stopped out but understanding this setup will give a chance to add to one’s position with conviction.

This setup 99% of the time will be some form of a symmetrical triangle or symmetrical rectangle
where the stocks price action indicates squeezing and accumulation.

Stop Loss: The stop loss for this pattern is the ascending trendline or the most recent pivot
established within the pattern. This is normally very close to one’s entry. Make sure to wait for a close on
the one minute below one’s stop or a solid flush on the tape. Don’t get shaken out by market makers.

First Target: The first target for this pattern is always a HOD flush or a HOD rejection.
Whichever one happens first, take partial profits here. Take partial profits at the first sign of weakness
near the HOD level.

Requirements:
1. At orabove the VWAP
Two touches on each trendline
Within or above PM range
Volume and buy wicks to show buying pressure
Breakout candle for entry
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10to 11:30 am

Some of these setups will use the 5 and 15 min charts instead of 1 and 5 min charts because past
the first 30 minutes or so, I try to focus more on the 5 and 15 minute to avoid getting chopped out while in
trades. If [ need more details I will look at the one minute charts.

5 min Continuation Patterns
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This trade is often to play a setup where the stock is likely to run for the WHOLE day. This setup
is not just meant to be played on any stock. The bulk of stocks fade and reverses between 10 and
10:30am.

The key for this trade is to make sure the consolidation pattern is clear and has the potential to
breakout properly and continue to new highs. For this setup it is always important to get in before HOD
but wait for enough confirmation that it is breaking out.

Stop Loss: The stop on this trade is always a flush or five minute close below the low of the
pattern. Do not stop out on wicks and candle movements below the pivot point.

First Target: When playing 5 min setups the target can be decided off the hourly chart and see if
the stock has the potential to reach the next key level of resistance. If not, the method I more commonly
use is to wait for the stock to push past HOD and let it run until it shows signs of weakness and rejection
where I take a partial.

Requirements:
1. Continuation pattern is tight and has low volume
Has a catalyst for a full day move
Breakout initiates with high volume
Above the opening range
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Initial strong move
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5 Minute Bottom Reversal
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This type of bottom reversal will always occur only after a stock is extended to the down side.
The other key aspect is that the stock has to be next to major support. With these two characteristics a
trend is bound to reverse as it slowly finds buyers.

On top of these two characteristics, the stock has to have a reason or catalyst to turn around and
not just chop around at the lows. For popular stocks they get bought up at support but for less popular
stocks there should be a reason why people are buying them off the lows.

Stop Loss: The stop loss for this trade is the most recent pivot or the LOD. Normally the LOD is a
better stop because it gives the trade space to work out and eventually find buyers even if one didn’t nail
the entry exactly.

First Target: The first target for this trade is the VWAP. One never wants to take a reversal into
mid-day over the VWARP. At that point it is a fully different setup. Always take partial into VWAP or into
the VWAP flush. Past here most trades will reverse.

Requirements:
1. Established downtrend
Downtrend break
Retest of the downtrend break on the 1 or 5 min charts
Volume increases at the lows and at the retest
Room to the VWAP
Reason to go up and not chop

AR I

29



15 Minute Squeeze

GME -, 6501 2 L 5m , Wsye O L, &, = | aMe ~ |, 65.01 s
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This trade normally happens when a stock is near or right above its PM range for most of the
open and first hour. This leads to a very tight range going from PM all the way into the first few hours or
just first hour of the market. This leads to an explosive move when the stock is able to get out of its range.

With these setups one wants to see low volume in the range and see the volume increase when the
stock starts to push out of the range and breakout. The majority of the move for this trade will happen past
the open period. These are normally the mid-day runners. Very few of the morning top gainers will
become runners but squeeze setups will.

Requirements:
1. Holding under a key level
At least 3 fifteen minute bars consolidating
Low volume in the range volume on the breakout
Accumulation signs near the lows
Above VWAP and averages on breakout
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Breaking News - First Move
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This type of trade can happen at any time of the day but they normally happen past the open. The
key with this trade is simply make sure the stock reacts to the news and get in as quick and as early as
possible.
One does not want to chase this setup past the first minute from the news release and the stock’s
reaction. After that, one is straight chasing the stock

Stop Loss: The stop loss for this trade is almost always the first sign of weakness because
premiums will get smashed. However, the hard stop to this trade is the low of the first bar which reacts to
the news. This stop is normally too wide. This trade will never stop out if one enters on time.

First Target: Wait for a two to three minute candle pop. When the stock seems to start struggling,
start taking off some contracts and keep reducing because these trades will inevitably put in a big red
candle after the pop is over.

Requirements:
1. Breaking news
2. Stock reacts to breaking news
3. Enter within the first minute, max 1 min 30 seconds
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Breaking News Play - First Continuation
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When a company releases substantial news, especially on the down side the stock will normally
continue in the direction of the news for some time. This play works far better on bad news than good
news because people will keep panic selling on bad news but buyers run out quickly on good news.

The key here is to make sure to wait for a pull back after the breaking news instead of chasing it
down. Make sure not to play this setup if the stock puts in a powerful candle before the pullback. The
pullback should be VERY WEAK.

Stop Loss: The stop loss for this trade is normally the pivot formed by the pullback. On any
breaking news trade you want to be ready to stop out because the stock moves far faster and options can
move crazily. If the stock closes above or below the pivot, make sure to get out quickly.

First Target: The first target for the continuation move is normally the flush of the current high or
low. Once this area flushes, take partial profits as the stock shows signs of weakening in terms of the
trend. If not, wait for it to reach the next key level.

Requirements:
1. Breaking news
2. Weak pullback
3. Strong initial move
4. First pullback

32



