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Required Leqgal Disclaimer

Risk Disclosure Statement for System Traders:

Commission Rule 4.41(b)(1)() hypothetical or simulated performance results have
certain inherent limitations. Unlike an actual performance record, simulated results do not
represat actual trading. Also, since the trades have not actually been executed, the
results may have undeasr overcompensated 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 profits or losses. There have been no
promises, guarantees or warranties suggesting that any trading wilimespitofit or

will not result in a loss.

Hypothetical performance results have many inherent limitations, some of which are
described below. No representation is being made that any account will or is likely to
achieve profits or losses similar to thab®wn. In fact, there are frequently sharp
differences between hypothetical performance results and the actual results subsequently
achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they aeealjg

prepared with the benefit of hindsight. In addition, hypothetical trading does not involve
financial risk, and no hypothetical trading record can completely account for the impact
of financial risk in actual trading. For example, the ability tdatiind losses or adhere to

a particular trading program in spite of trading losses are material points which can also
adversely affect actual trading results. There are numerous other factors related to the
markets in general or to the implementation of gpecific trading program which cannot
be fully account for in the preparation of hypothetical performance results and all of
which can adversely affect actual trading results.

The methods described in this manual are for educational purposes only. Past results are
not necessarilyndicative of future results. The author and publisher assume no
responsibility for your trading results. Trading involves a high degree of risk. No
recommendation is being made to buy any stock, commodity, option or other financial
instrument. Consult your financial advisor before starting any investment system.
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ALO Year Update and Revision Noteso
(Please Read)

Thanks again for purchasing the Ultimate S
already been 10 years since | first sat down to write this manual. Please take the
time to read this revision, as it may answer some of the questions you may have
after going through the course. I will try to answer some of the more frequent
guestions | have gotten in the last 10 years from my thousands of clients and
make a few updates as well.

Originally this was to be an Aintntendayo or 0
for the E-mini S&P 500 contract, because that is what | traded. Please
understand that you are not limited to trading the E-mi n i S&P, AORO to jus

intraday trading for that matter. Even though the examples, charts and videos are

of the E-mini, by no means are you limited to it. | currently use the same methods

in this manual to trade stocks, futures, opt
trade Forex. There are no limits to the different time frames you can use with

these systems. Although it mainly focuses on a 987 tic chart, by no means are

you limited to that. Many day traders are finding success with 1000 tic, 1,3, 5, 15

minute charts. If those timeframes seem to fast, slow it down with the 4181 tic

chart. | personally use all the same methodsondai 'y charts to pick st
and options for a longer duration trades of a few days to a few weeks. Once you
| earn the foundation of whatodés in this cours

any time frame you choose. The only real requirement is whatever you trade
must have some volume and volatility. With all of that being said, if you do look at
different time frames, you may want to adjust the MACD settings to suit your time
frame. The settings in this manual along with the custom indicator generating buy
sell signals are set for the 987 tic and 1 minute charts. | find the MACD standard
settings of 12,26,9 are great for daily charts on most securities.

| get a lot of questions about brokers and platforms. | mention in the manual that |

use and have used ATradestationo, | also use
Ameritrade,andiNi nja Tradero. The point is, there
and brokers to chose from. Every platform will have the same indicators

mentioned in this manual. Do your research and chose the broker/platform that

fits your needs or suits you best. When | originally wrote the course, | was using

ATradestationo and the settings | have descr
available setting options for that platform at that time. Those settings may not be
available in all/l platforms any | onger. DONOGT

THOSE EXACT SETTINGS!!! As far as the MACD goes, | like to use the 5,26,9
settings where the standard setting is usually 12,26,9. It will fire a signal sooner,
however will have more false signals on time frames other than 987 tic.
Remember, this course is teaching interday scalping techniques for the E mini
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S&P 500 theway ldoit.t] use the Stochastic Slow indicat
your platform, use the regular Stochastic indicator. Again it will work fine at the
standard settings, usually something like 80,20,10,10, HIGH, LOW, CLOSE,
SIMPLE. For Ninja Trader, | was told that the following settings are useful: %D-4,
%k-6 and smoothing 6. What we are looking for is divergence between where the
price is going and where the MACD is going. Learn what divergence is. The

better your understanding of divergence, the easier you will spot successful
trades.

| mention in the manual that for the Double Top and Bottom system price needs
to meet or exceed the first top or bottom. There will be many instances where if it
comes close to the first top or bottom and the divergence is there, go ahead and
take the trade.

The 50 EMA fiTtornadod i ndfl cat otrt | i k agreahtaol. Ho@evedE MA it 0 s
for day trading | have now switched the 50 to 20 in the settings, especially when

using the 987 tic charts. | find that the 20 EMA acts better as a support when

price is trading above the 20 EMA and as resistance when price trades below it.

You can use both on your charts just change the colors of each as you see fit.

The A30 minute after the openo

This is the free system that | give away to everyone interested in the course.
Over the years | have had many questions about where to place the stop loss on
this system. Everyone should have access to the video of this system already. In
the video | have the charts set to 30 minute bars for demonstration purposes. In
real life you will want to set your charts to 3 or 5 minute bars. Again, we buy after
a breakout of the highest price reached in the first 30 minutes. Conversely, we
sell the breakout of the lowest low of the first 30 minutes. Place your stop loss
one tick above the previous bars high (bar immediately before the breakout bar)
for short trades and one tick below the previous bars low for long trades. Try not
to enter the trades on .0006s orntriesdro6s i f pos
.2506s or .750s

Crossover System Yellow & Purple moving average lines.

Settings for this system are as followed: The purple line is an exponential moving
average or EMA, its settings are set to 9. The yellow line is an exponential
moving average (EMA) with its settings set to 3. | use this system as a primary
entry, as well as secondary confirmation for other systems and entries. | use it on
the 987 tick charts.

Copyright 2010, Ultimate Scalper LLC.
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The RSI Relative Strength Indicator

| recently added the RSI to the bottom of my indicator stack. In its standard
settings, it helps to identify divergence like the MACD blue line and the
Stochastic. Its just another way to help me confirm divergence. See the example
below of all three indicators showing divergence from price.

Copyright 2010, Ultimate Scalper LLC.
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Ultimate Scalper Custom Indicator

The custom indicator that generates buy and sell arrows is designed to get your
attention to a possible trade setup. By ho means are you supposed to enter a
trade on every arrow. When an arrow is being generated and catches your
attention, its time for you to use all the other factors available to you combined
with what you have learned in this manual and videos to make an educated
decision to either place a trade or pass on it. The indicator will generate many
arrows throughout the day and is an excellent learning tool designed to be used
on the 987 tic charts only.

FOR INSTRUCTIONAL VIDEOS ON ALL SYSTEMS RECORDED LIVE PLEASE GO TO

WWW.ULTIMATESCALPER.COM

Copyright 2010, Ultimate Scalper LLC.
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Introduction

First of all, I would like to thank you for purchasing my course ontdaying the
S&P EMi ni 0s . I believe that anyone with the ri
and dedication can make a very nice professitaval income by dayrading thek-
minis. There is also no limit to the income you can generate. For the person who puts
forth the effort, day trading can be a very satisfying and rewarding career or hobby.

In this manual, | will show you how I tradethentei ni 6 s successfully,
entries and stops. My methods are simple, just like trading should be. You do not need a
bunch of fancy indicators that some people are leasing or selling. You do not need to sit
in some boring trading room day after day month after month listeningrte so called
expert calling trades. | know these things because | have purchased courses and sat in on
similar rooms to see if there was something worthwhile | was missing. Sadly, what |
witnesses in most cases was not worth the price. There are howenevexy legitimate
teachers doing a good service to traders and teaching methods with actual value. | say this
because although you will learn a very valuable tried and true trading method in this
course, you may chose to further your education. Not emeryrades the same way.

There are many successful systems and methods. Please be careful in purchasing courses.
If you find something that works for you consistently day in and day then you are already
successful.

| am not a salesperson, teacher, oravyibut | will try my best to fill this manual
with useful information and with as little fluff as possible. | started trading in the late
806s, before c¢omput-Bmesaffeefutunesoprce quotesdroancah t he r e
device that looked like a p@able haneheld TV. Each day | would draw charts by hand
on graph paper, and learned to create my own trading strategies. Back then, you needed
to pick up a phone and call your broker to place an order, then wait for him to call you
back with your fill prce. It was a time&onsuming process to say the least, especially
when the price was still moving while you were waiting for them to answer your call. |
remember saying to myself Alf there was a wa
and anotherbt t on t o exit, this would be easy and

Page [L
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Welcome,

Today itbdés just as easy as that to place
one button and place your entry, exit, or stop orders with just one click. This course was
written for the most novice beginners who know little or nothing about trading. It will
give them the education they need to get started, learn some important basics, and teach
them a simple yet powerful method that can lead to a successful career asadetay
For those who are more experienced, please be patient or skip directly to the Method.

E-mini S&P

The S&P 500 index is a basket of 500 companies stocks used as a leading
indicator for US equities. It is a common benchmark for the entire Ukeam 1982
the S&P 500 futures contract began trading on the market. iheaand still istodaya
very volatileinvestment vehicléhat often requires large amounts of capital to open and
trade an account. In 1997 thenkini S&P 500 futures contrabegan trading. The E is for
Electronic, because it is traded fully electronically. The mini is because it is 1/5 the size
of the original S&P 500 futures contract. This allows more players to participate in the
game and take advantage of all the benefitaeoriginal S&P 500 with less capital
investment and risk. The-i&ini S&P is ounnstrumentof choice and is what this course
will teach you to trade. i n i S&P futures are the worl dbés |
index futures contract. For more specififormation on the Enini S&P 500, please go
to the websitevww.cme.com There you will find everything there is to know ab&tit
mini S&P 500 contract.

So how do you trade it? Unlike stocks, thenE ni 6 s a coatradtsrinstdad d i n
of shares. You can enter a trade with a Abuy
(going long), or you can enter a trade with

in value (going short).

The symbol for the #nini S&P 500 isES and it is traded in four specific contract
months each year: March, June, September, and December. Each contract month also
has its own symbol:

March-H JuneM Septembet) DecembeiZ

Page P
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As an example, the March 2016nkini S&P cortract started trading on 12/18&/@vith the
last trade being 03/19/2010. This contract would look like this on your computer:

ESH10

The websitevww.cme.conwill have all the accurate symbols, monttiatesand trading
hours

Always make sure that you are trading the right contract month. Your broker will
be able to help you with all this information. Usually, the contract to trade is the one
expiring next.

The Emini S&Pis open for trading 23.25 hoursmpday seven daysweek.
The best times are from 9:8M to 4:13°M Eastern Standard Tin{&ST). Your broker
will have more information on the hours you will be allowed to trade according to your
account.

ORDER TYPES

The following are the most common and basic order types that you will be using
in your trading. There are many more order types and combinations of orders to make
your trading simpler and more efficient. These may seem confusing &jListsby
reading hrough ther but once you start practicing in the simulation account, they will
become very easy to understand.

Market Order

This is the most common order to place when you just want to get in or out of a
trade right now, ASAPA market ordedoes not specify a price; it is executed
immediately at the best possible price available. This order is used to get in or enter a
new trade or to get out of or exit an existing trade.

Page B
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Limit Order

The limit order is an order to buy or satla specified price or better (higher for a
sell, lower for a buy). Limit orders to buy are placed below or at the current price, while
limit orders to sell are placed above or at the current price. A Limit Order is used to enter
a new position or to ex#én existing one. Be aware that, even though you see the market
traded your limit price several times, this does not guarantee a fill at that price. The
reason is that on a Limit Order you are only guaranteed to be executed if the market

trades through thieimit Price.

Example:

T When buying, if the order price is lower than (below) the current market price, it
is a Buy Limit.
o As an example, with the market trading at 11380y 1 ESH101135.0
Limit. The order can only be filled at the stated price (1135.0) or lower.

T When selling, if the order price is higher than (above) the current market price, it

is a Sell Limit
o As an example, with the marketdiag at 1135.0Sell 1 ESH101135.5

Limit The order willonly befilled at the stated price (113%.6r higher

Page #
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Sop Order
Stop orders are used for several purposes:
U To enter a new long or short trade.
U To protect your profit on an existing long or short trade.
U To minimize a los®n a short or long trade (Stop Loss).

Thi s or derMarkeeQrdeanewh ean it he speci fic price i:
guarantee that you are going to get in at your exact fpwicg? Because it becomes a
mar ket 8uy®tew .o rAd éir i ethegurrantmadket and i3 glected only
when the market trades at or abal®em or i s bi
order is placed below the current market price and is elected only when the market trades
at or below, or is offered at or b&ldhe stop price

Example:

T When buying, if the order price is higher than the current market price, it is a Buy
Stop.
o As an example, with the market trading at 11380y 1 ESH10 1136.0
Stop This order can only be filled at t
(or is "offered") at 1136.0 or higher.

T When selling, if the order price is lower than the current market price, it is a Sell

Stop.
o As an example, with the market trading at 11356 1 ESH10 1134.0
Stop. This order can only be filled at t
(oris "bid") at 1134.0 or lower.
Page b

Copyright 2010Ultimate Scalper LLC.



Ultimate h ﬁ] i
—= Sc. al €r.com “an intraday trading methodology"”

HW

The Emini S&P 500 is quoted as a number that moves up and down, just as a
stock price moves up amtbwn. The smallest increment the equity can move up or down
is .25, or one tick. That one tick, or .25, is equal to $12.50 per contract. One point is equal
to 4 ticks or $50. per contract.

Example:

1 If you enter a trade by buyingoing long) one ESH10oatract at 1135.0 and
then youexit the trade by sellinthat one contract when it reaches 1136.0 you
have made 1 point or $50.

1 If you enter a trade by sellifgoing short) one ESH10 contract at 1135.0 and you
thenexit the trade by buyinthat onecontract when the price reaches 1134.0 you
have made 1 point or $50.

In both examples above you have made a one point gain equal to $50 for the one contract
you traded. If you had traded two contracts it would have been a $100 gain, five contracts
a $250gain and so forth.

Page p
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Trading Platforms Charts and Brokers

As stated before, the-i&ini is traded electronically. All trades will be placed on
your computer through a trading platform and charting software. Long gone are the days
of the phoneall to the brokers trading desk, and the nail biting wait for them to call you
back with your fill price. The trading platforms available today will have fully
customizable charts and order entry windows simplifying the entire trading process.

A computerns essential in the business of tradinghE ni 0 s . Make sure yo
powerful enough computer to handle the software you will be running and tkisreal
data it will be processing. | recommend something with at least 2 by¢gsof RAM as
anabs |l ute mini mum, but the more the better. I
processor as well. You defiantly do not want your computer running slow or crashing
while you have money on the line. A high speed internet connection is pretty much a
must. lwould avoid dial up if at all possible. The extra money spent for high speed will
far outweigh the losses you will incur in your trading for slow internet or dropped
connections.

Many professional traders use multiple screens or monitors. In thihepgan
view a variety of different charts and symbols, or whatever else they need to make their
trading more productivé. dondét recommend splurging on mul
personally use only one 2Ach monitor. | view either three chartsaaiice, or one chart
and the order entry window, or two charts and shrink the order window until | need it.

Searching for the right broker can seem like an overwhelming task. Just type in
Futures Brokerage or-Bini broker in any online search engine and you will find plenty
to choose from. My advice is to select the charting software or trading platform you wis
to use first. | recommend visiting several websites and possibly trying an online demo or
watching a free video, if offered.

Once you have done all the research and selected the software you want to use for
your charts and order entry, choose the braye company that is compatible with that
package. Some companies combine their services to include trading platform, charts, and
brokerage service all together.

Page [
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NOTE: AUl ti mate Scal per LLC is not affiliated
pl atfor mo.

Two of the most commonly used trading platforms today are Niager and
Tradestation. havepersonallyb een using Tradestation since t
been very happy with them and their products over the years. The softwaret® easy
learn and easy to trade with. They provide an overwhelming amouanstmizable
indicators and studie$heir order entry window is also very easy to use. They also have
a great account simulator that lets you practice in real time without risking any money.

| highly recommend that you trade a simulated account for at least a month if you
are practicing esry day, otherwise a longer period of time would be advisable. Make
sure that you are comfortable with the softwdom@with placing different types of
orders. | would not go live with actual money until you see consistent profits on a daily
basis.

Although | have never used Nifjader, it is also a very powerful and popular
trading platform. They offer simulated trading accounts as well. There is a list of brokers
that work with Ninj&rader on their website. Beloave the links to both the Tradesba
and NinjaTrader websites.

NOTE: Although there are exceptionaltrading platforms such as NinjaTrader and
others, | personally have not used theml do believe tteir software allows you to
customizeindicators and chartsaccording to my system specifimput settings
however | cannot guarantee it.

www.Tradestation.com www.NinjaTrader.com

Page B
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Please do research as many companige@seed until you find one that will
suit your needs. Just about any software package and or trading platform will work with
the method of trading that you will learn in this manual.

Brokers will charge you a fee for their service. You can expect tamand
$2.50 per side per contract, or $5 a round turn. What that actually means is for every
contract you trade is $2.50 to enter a position and another $2.50 to exit. This is just an
average, you can find lower fees by shopping around. Some bvakegwe discounts
on volume of contracts traded. Obvioyshe more contracts the lower the commission.

There will also be minor exchange fees to pay. You will be able to find all the
associated fees and fee schedules at your br

Somebrokers will advertise very low account minimums to get started trading the
E-mi ni . I woul dnét recommend opening an accou
this enough

APRACTI CE ON A SI MULATED ACCOUNT FI RST BI
WI TH REAL MONEY! 0

Teading you to use the trading platform and charts is beyond the scope of this
course. Once you are set up with the company of your choice, they will provide tutorials,
videos, and demos. There will most likely be a whole section dedicated to getting started
and training on their website. Remember: These companies are fighting for your
business. It is their job to teach you how to use their products, and in most cases will even
assign an account rep to handle all your questions and point you in the rigtmlirec

Page p
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Charts & Candlesticks

Since you are going to spend a lot of time looking at charts, | think now is a good
time to talk about them. Charts are your way of visually seeing whaetheityof your
choice is doing in a graphical format. Over time, the more you look at charts of a specific
investment instrumenthe more you will begin to notice its patterns and that it actually
has a personality.

Charts come in a variety of differestlyles and timeframes. You can easily get
overwhelmed at all the information there is out there about charts, chart patterns,
candlesticks, and more. There are dozens of courses and books devoted to each of these
topi cs. Dondét wor rawmuchYhoreithad whatd will teeehe/al hdreo k n o
in this manual. Profitable trading does not need to be complicated, nor do methods and
systems that work.

Page [LO
Copyright 2010Ultimate Scalper LLC.



Ultimate h ' i
—= Sc. al €r.com “an intraday trading methodology"”

i’ )

Letdbs |l ook at an exampl e oBelomwedhéwaa t and
drawing of what a 5 minute candlestick chart would look like for a period of 45 minutes.
This is referred to as an fAlntraday Charto

one day and represents what is going on inside that day. Badle cepresents 5 minutes
of time and what the price did in those 5 minutes. There are 9 candlesticks because we
are looking at 45 minutes worth of datib divided by 5 equals 9.

ESH10 -5 MIN
Now | etds break it d o wn céndlestickse r and | ook at
Page [L1
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In the diagram below we have two candlesticks. On the left we have a green
(bullish) candlestick: This is where the opening price of the candlestick is lower than the
closing price of the same candlestick. The opening price forngeldwest part of the
candlestick body, and then the price traded down to the lowest price of the candlestick
forming the bottom tip of the wick. Then the price moved back up, through the opening
price, all the way to the top of the upper wick to formtilggh of the candlestick. The
price then traded back down to finally close and form the top of the body of the
candlestick.

On the right we have a red (bearish) candlestick: This is where the opening price
is higher than the closing price for the candéstirhe opening price formed the top of
the candlesticks body. Then the price traded up to form the top of the wick. The price
then traded back through the opening price, down to form the lowest part of the wick.
The price then traded up and closed abbeddw and formed the bottom of the
candlesticks body.

The body of the candlestick will always be the area in between the opening price
and closing price.

If the candlestick opened at the lowest price and closed at the highest price there
would be no wiks on that candlestick.

HIGHEST PRICE REACHED
l WICK
CLOSING PRICE — — OPENING PRICE
BODY
OPENING PRICE - —CLOSING PRICE
1 WICK
LOWEST PRICE REACHED
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If the opening price was the same as the closing price there would be no body for
that candlestick, just a wick with a horizontal line where the open and close took place.
This is referred to as a Doji, and in somstances indicates a possible reversal of trend
direction orindecision in the market

HIGHEST PRICE REACHED

/

OPENING PRICE — — —— CLOSING PRICE

OPENING PRICE — -+ — CLOSING PRICE

N /

LOWEST PRICE REACHED

This all may seem a | ittle confusing righ
worry, after looking at charts in real time and watching the softpaire candlsticks
right before your eyes, it will only take a few minutes before it becomes very clear.

There are more ways to display price informatiaraachart other than with
candlesticksl also use the Open High Low Close Barssome charts because theyphel

me to see opportunities price patterns. The OHLC Bars are very simple and easy to
understand
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In the diagram below if the OHLC Bars, you can see that they are pregifesim
There is a smaliorizontal ledge that protrudes from the left giglgresenting the
opening price and a similar one on the right sefgesenting the closing prices. The high
and low of the bars are simple the top of tb&dm of the bars.

The majority of the diagrams in this manual will have charts displaytid
cardlesticks. As previously mentioned, | ube OHLC bars to see centgpatterns
develop more clearly. | use these banly with the 3 and 5 minute time frame charts
and will get into how | actually use them later on.

HIGHEST PRICE REACHED

/S

OPENING PRICE — -
——— CLOSING PRICE

OPENING PRICE — - — — CLOSING PRICE

AN /

LOWEST PRICE REACHED
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As previously stated, there are many different time frames that traders use to
analyze a specific equity. There are daily charts where each candlestick represents an
entire day of trading data. There are weekly, monthly, and yearly charts as well. Day
traders use a variety of different charts and timeframes. We talked about the 5 minute
time frame and gave a simple example above. Other charts that are commonly used
amongst day traders are the 1, 3, 15, 30 and 60 minute timeframe charts.

There are two dter types of charts commonly used by day traders: These are the
volume charts and tick charts. Unlike the minute chart that paints each candlestick
according to the time frame specified,
cont r ac topaint acandlesick. The tick chart is similar in that it paints the
candl estick according to the amount of

In my experience over the years, | have analyzed and traded with all sorts of
different charts. In my opinion, the easiesarth for me to analyze are the ticksedas
well as timebased chartsTherefore the methad will teach in this course will be based
on those two chrt types

| will look at daily chartsas well as other types of charts during thg,defore
the market opens and after it closes. However, the main charts | use to make my trading
decisions and place my actual trades are on thatidlorminutetime framecharts.
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The Price Scale is displayed on the right margin of the chart from lowest on the
bottom, to highest at the top. The current candlestick is alwaym#@urthest to the
right. As price moves up and down, tick by tick the candlestick is being formed. Once it
reaches the prdetermined amount of ticks, the candlestick is completed and another one
is started to the right of it.

You should now have a basinderstanding of candlestick anatomy and how they
form price charts over a period of time. This will all be very easy for you to understand
once you actually start looking at charts for yourself.
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Trends

A trend can be defined as the general paicection of an asset or equity over
time. There are three basic trend directions to be familiar with: up, down, and sideways.
An uptrend is usually comprised of a series of candlesticks with higher highs and higher
lows. A downtrend is just the oppositeseries of lower highs and lower lows. There will
often be areas of countgending candlesticks (pullbacks or corrections) within a trend
forming peaks and valleys.

Price also moves sideways from time to time with no up or down bias. This area
can ale be referred to as sideways congestion.

UP TREND

I * i DOWN TREND

I,

Page [L8
Copyright 2010Ultimate Scalper LLC.



Ultimate h ﬁ] i
—= Sc. al €r.com “an intraday trading methodology"”

HW

SIDEWAYS (CONGESTION)

Trends can be classified as long term, intermediate, short term, micro and mini
trends-all depending on what timeframe you are looking at. The following is an example
of how | personally classify timeframes and is by no means the only way to classify
them It is all subjective to the actual traders themselves. Please understand that there is
always a larger trend happening than the one you are currently looking at. Conversely,
there will almost always be a smaller one as well.

Long term trends yearly, nonthly, weekly
Intermediate trendsdaily, hourly, 45, min, 30 min
Short term trends 10, 15 min, 5000 tick, 2000 tick
Micro trends 1, 3, S5minute, 300 tick, 500 tick, 1000 tick

When you look at different time frames, you will notice that they eglth t
different story. Different time frames may very well have trends going in different
directions. You may be looking at a daily chart and clearly see that it has been in an

uptrend for days. However, when you zoom in on an intraday chart with an boG0y
minute timeframe, you might notice thats in a complete downtrend.
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As a day trader, it is very important to know what the market is doing in different
time frames. | personally always have a good look at the daily chart before, after, and
during a trading session so | have a bigger picture of what is really going on.

Below is the same ESH10 tick chart we had a look at previously. Since itis a
1000 tick chart (similar to whatuse asmy primary trading charih one of ny method$
the trends are Miortrends.

In position #1 we see price is in an uptrend, followed by a downtrend in position #2. In
position #3 is another uptrend followed by yet another downtrend at position #4. In
position #5 there is another uptrend that goes into a sideways congested area at #6.
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ESH10

H 11300

H.112.00

H.111.00

H 110,00

H 109.00

H108.00

H 107 00

F1,106.00

H 105,00
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Theses micro trends have enough of movement to generate a good size profit.
They are perfect little trends for day trading and can be good for 5 points or even more.

In the above chart you catearly see that the micro trend direction changes 5

times, as previously noted. However, even though the micro trend changes several times,

the larger trend is still an upward (bullish) direction. You can see this by stepping back
and looking at the biggeicture of the chart, or using trend lines ( available in all
charting software) and drawing a trend channel around it.

Trend Lines

Trend lines are one of the most basic technical analysis tools available to the
trader. They are simple to use aad previously mentionethey areavailable in most all
charting software packages.

Yearsagpwhen | first started out drawing
help but notice that just about all trerde matter up or dowrshared something in
comma that practically jumped right out at me.

Underneath an uptrend there seemed to be an imaginary diagonal line moving
upwards with the trend. As the candlesticks would form, some of them would touch the
imaginary line but never break through it. Theneottandlesticks would bounce off the
line and some would trade above the line and never come close to it. This would happen
the entire way up a trend. Over and gyeice would come down and test the imaginary
line but not break it, then continue on traglhigher. Ultimatelythe trend would change
direction and break tbugh the imaginary line.

The same thing would happen in a downtrend, except the imaginary line would
now be on top of the candlesticks in a diagonal line moving downwards. Just like the
uptrend the price would bounce off the imaginary lines but this time with the highs of the
candlesticks bouncing off the line.

Back then | would just use a ruler and pencil to draw in the imaginary line on my
chart. Today ts6 sasy to justlick your mouse and draw perfect trend lines under all
your uptrends and above all your dovtends.
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| was drawing lines on every trend | could find. What | noticed was\lmegn the
trend changed direction, it would on most occasions breakdhthat trend linghat|
had drawn. Now | draw trend lines all the time. Trend lines are subjedgépending on
the trader drawing them. Most likelgach trader will draw them differentlyuse them
as astandalonetrading systenthat | will get more into later orl alsouse thenas
confirmationfor other trade entries and trend changes.

In the diagrams that follow you can see how | draw my trend lines. A trend needs
to be pretty well established before you are able to thavines.

TREND LINES MUST CONNECT IN 3 SPOTS, THE ANCHOR OR STARTING
POINT, PLUS AT LEAST 2 MORE POINTS.

DRAWING TRENDLINES FROM THE START
OF AN UP TREND

START WITH LOWEST
CANDLE FURTHEST TO

THE RIGHT, AFTER DOWN OR
SIDEWAYS TREND ENDS

N

YES

NO

T

LINE UP AT LEAST 2
MORE BOTTOMS
AFTER THE ANCHOR
TO MAKE 3 TREND
LINE POINTS

TREND LINE ANCHOR
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DRAWING TRENDLINES FROM THE START OF A
DOWNTREND - START WITH HIGHEST CANDLE FURTHEST

TO THE RIGHT, AFTER UP OR SIDWAYS TREND ENDS
NO YES

*D
:

LINE UP AT LEAST 2
MORE TOPS AFTER
THE ANCHOR TO
MAKE 3 TREND LINE
POINTS

TREND LINE ANCHOR
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Letbs take a | ook at some act thathe exampl es
have already seen a number of times. Notice how each time the trend changes direction it
breaks a trend line.
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=SEX

SOMETIMES THE TREND LINE
GETS BROKEN BUT THE
TREND CONTINUES IN
ORIGINAL DIRECTION

YOU MUST THEN RE-DRAW THE
TRENDLINE
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Trend lines are also very useful for identifying sideways trends, cnop
congestion. Price bounces off the tops and bottoms of sideways trend channels similar to
the way they bounce off trend lines in anttgnd and dowstrend. Look at the following
actual charts and see how horizontal trend lines can be placed around them
=t
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- "Im ‘| n
| 1 ””“ -

| | F1,133.00

|I || F1,132.00
| W] o
fl |
l

H,131.00

| T H 13000
Ii l
I

H 12000

H 12500

Page R7
Copyright 2010Ultimate Scalper LLC.



Ultimate h ' i
—= Sc. al €r.com “an intraday trading methodology"”

i’ )

)
i, ‘
%'T i|'| i I‘

| g
W Y

'hf

WM'

N |-
| -

P

Page P8
Copyright 2010Ultimate Scalper LLC.



Ultimate h ' i
—= Sc. al €r.com “an intraday trading methodology"”

i’ )

Eafi=ifr
H 105,00
H 104.00
H 103.00

W‘“

H 101.00

|
m‘

[T NN
"y !ﬂ o gt -
e Mﬂw“ W nl ! ‘| \,‘nm

il

1 ,096.00

F1,095.00

Trend lines will help to give you ddea of where¢he price may be headed. They
can alsdhelp to spot areas whettee price may bounce off and head in the opposite
direction. As mentioned befqri¢ takes practice drawing trend lines and they are
subjective to each individual trader.
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On some daygthe micro trends will form very nice upwards and downwards
trend channels. These are especially helpful in spotting price turnaround targets. Take a
look at the following actual exampleBhe gice seems to just bounce off the trend
channel lines drawn drreverse course in the opposite direction. This can be very
helpful.
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Support and Resistance

Not unlike trend lines, support and resistance is one of the most widely used
concepts or tools in a tradero6s tool box.
simple concept that will also incorporate the drawing of lines on a chart. Is kem
single individuals havéheir own definition of support and resistance andrtiosvn way
of computing where they are on a given chart. | will show you a simple and effective way
of drawing these lines that have worked well for me over the years. Again, every topic we
discuss in this course whethersttrend lines, candlesticks, suppand resistancer
something further on down the lingill have many different definitions and opinions by
traders around the world. There are literally dozens of books on each and every topic
discussed in this course. | will only show you usefahtiquesthat actually work for
me, havealwaysworked and will continue working for years in the future.

Support

Support is simply a lower price level or price area that gets touched or visited a
number of times but does not get crossed. Price tends to linger or bounce off this area but
has a hard time passing below it. When we notice this ocmé&nge draw a horizontal
line at that level and call it support. The trend linesdrawon the bottora of sideways
trends or channels are a form of support.

Resistance

Resistance conversely is a higher price level or price area that gets touched or
visited a number of times but does not get crosskd.gice tends to linger or bounce off
this area but has a hard time passing above it. When we notice this occuwmedcaw a
horizontal line at that level and call it resistance. The trend ieedrawon the tops of
sideways trends or channels are a form of resistance.

Our main goal in using support and resistance lines is to find key areas through
the day where price may tend to try and reach (test), pass beyond (break matie a
turn around.

We usually draw these lines on our chart sometime before the market opens. |
personally draw them the night before an@heck them before the market opens on the
days that | am trading. This is a very simple technique and very easy to do. You will be
amazd at the accuracy of the lines you draw.
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To draw the |lines, we first need to squee
screen. Letds say the marked just ®l osed for
trading chart displayed to fit aloriige whole screen. If you are doing this in the morning
before the market opens, then you would want

the last three days worth of trading dattgou would like. This takes a lot of scrunching

of data to fit thee days worth of charts on one screen. It is really a matter of preference, |
use one to two trading sessions. Below is a chart with one entire day of trading data
scrunched to fit on one screen.

Looking at the chart below you will notice many pointys@md pointy bottoms.
Areas where price traded upwards reached a high price (top) and then made a turn and
headed back down in the opposite direction. At the same time we are looking for areas
wherethe price traded down to form a low (bottom) and madera tip. Tops and
bottomsThat 6 s what we are | ooking for.
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Our goal is to find tops and bottoms that intersect at the same price or price range.
We want to be able to draw a horizontal linetighany top that lines up with at least
one bottomand any bottom that lines up with at least one top.

The charting software you use will let you draw horizontal lines across the entire
screen and drag them up and down as necessary. This makes itfeabyntching tops
and bottoms. Start by drawing a horizontal line at the tdpeo§creen and drag it down
looking for tops and bottoms that intersect. Ultimattigse lines will project themselves
far into the future.

Now take a loolat the same chart below with lines drawrotlghthe matching
tops and bottoms. These lines will extend into the next days trading charts and mark
significant areas of support and resistance. Remember that the chart below is scrunched
up (zoomed outjo stow an entire day worth of candlesticks. This makes all the new
support and resistance lines we just finished drawing look very close together. When you
unscrunch(zoomed inthe datathey will become more spread apart and useful.

—

L ! ,':F'

Page B6

Copyright 2010Ultimate Scalper LLC.



Ultimate h ﬁ] i
—= Sc. al €r.com “an intraday trading methodology"”

HW

The diagram below shows the same chart with thezataned m, just a bit. This
will help you to see how and where | place my horizontal lines. Follow the lines across
the screen and you will see that each one intersects at least one top and one bottom. Note
the blue ellipses. The bottom two lines have matchingaadsottoms as weklhowever

they are not visible since | have basically zoomed in and there ellipses are outside of the
current range.
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This is the same chart just zoomed in a little closer to avoid any confusiwow
the lines arelrawn. A few ticks above or below the line are acceptable. You will find that
just like all the other lines you draw, the more you draw them the easier it will become.

Now that we have the lines on our chéats take a look at how we use them. As
previously mentioned, the lines will extend far into the future on your chart until they are
deleted. The lines that are below the current price action are generally referred to as
Support. The lines above curremice are Resistance. Wh#reprice breaks tlougha
support line to trade below it, that line then becomes a resistance line. When price breaks
out of a resistance line and trades above it, that line then becomes a support line.

The examples thatfolloar e t aken from the very next
lines we have just completed. Please keep in mind that | did notgmbmany charts
to find perfect examples for this manuialvant it to be as real as possible. This just
happens to be the datken from the last two dagprice action while writing this
chapter.

Page B8
Copyright 2010Ultimate Scalper LLC.

d



Ultimate ﬁﬁ]i
—= Scalper.com

HW

=i

n intraday trading methodology”

108007

1077 .38

1,060.00

1,078.00

P "‘iw

107504

i'|'+l

l|+l

1,076.00

i *H

E

1,074.00

T
‘ II| ’I

1,072.00

1,070.00

1,068 .00

1,066.00

Looking at the chaytve see thathe price started out the day by opening below
all the support and resistance lines we have drawn the previouBh#agyice trades
upward and hits the first resistance lineda o thenbounces off and pulls back just a
bit. The pice then trades back wptestthe resistance line agaiand this time breaks
throughit ati B Then price trades up to the next resistance lifie @idoounces off and
pulls back to an area of support. RememWénenthe price is above a line that line is
support, iftheprice is below a linghatline is resistance. Nextheprice trades up to fe
test the resistance linef@atD bas trouble breaking thughand once again pulls back to
support afi B
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Later in the same dayou can seéheprice bouncing off a resistance line several
times before trading up to the next area of resistantd@iThe gice then pulls back
bounces off support at aréaG,shoots back up to 1iest and break the resistance line at
A H ,ard trade a tick or two above the next linédt 0 pride éoses momentum and
pulls all the way back to support at afed, before shooting up and bouncing off
resistance di Ko

Although the support and resistance lines are not perfect, they can help determine
levels wheregheprice may be headed and when a bounce or pullback may occur.
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This is later on in the santayy. Walk yourself through the chart and take notice
how price interacts with the support and resistance lines. Price trades up touches then
bounces off afi L,dhen pulls back before breaking thru resistance on its wayfumo
Then price pulls back and bounces off suppoifit Bt before it trades up to #test
resistance di O then bouncing off and pulling back.

Once you become comfortable drawing support and resistance lines like these you
will be amazed at how accurateeyhcan be, and how they will help in your decision
making.
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Floor Trader Pivots

There is another form of support and resistance linaadéle on most trading
platformsthat | would like to coverThese are called F| Do a d e r , aRdcan bet s 0
found under thdist of indicators in mosthartingprograms. These lines aralculated
andgenerated by the comput®y they are very easy to apphithough theyare
calculated a different way and agecificfor each individual daytheywork in the very
same way as the lines | just showed you how &wvdFloor Trader Pivots are usually a
set of 5 to 7 lines horizontally displayed across the ¢chaetrtain colorsThemiddle
line is the called thpivot. Each line above the pivot is a reaiste line, while the lines
below are the support lines.

The followingdiagrams aractualc har t s with the fAFloor Trad
displayed.Take notice ohow price interacts with the support and resistance liftes.
dark green line in these examples represents the Pivot line.
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TradeStation Chart Analysis = ESHT1 98T Tick Bar [CMWE] E-miny SEP" 500 Mar 2011
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Created with TradeStation

As you can sedghe Floor Trader Pivot lines can be quite a helpful togbiar
decision making process. Just as inghgort and resistance lines | showed you how to
draw earlier, price loves to test these lines, bounce off or break throunghl thed when
price approaches and/or touches one of these ltradten presents the best trading
opportunities when combinedth my methods.

When you use the Floor Trader Pivot lines in conjunction with the support and
resistance linepreviously discussed, together they create very powerful targets and
turning points. When you haWaesoverlappingor in close proximityto one another
they become more significant.
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Indicators

There are literally dozens if not hundreds of indicators included in your charting
software. Indicators are visual tools you can display on your charts. They are intended to
help determine aariety of things such as trends, momentum, -d@eerght and ovesold
situationsand a multitude of other trading variables. The SupporRasistance lines
you learned about in the last section are also indicators. It is far beyond the scope of this
course to teach you about all the different indicators out there. There are a multitude of
books on practically each and every one. Most charting software will have explanations
and definitions of the different types. It is easy to become overwhelmed andeaxbify
all the different indicators. | use very few in my trading. There is really no need to have a
bunch of indicators cluttering up your charts.

The50EMAIT AEAAOT O O4EA 471 O1 AAT 6

| use an exponential moving average (EMA) on all my chaash pretty sure
that just about all charting software packages out there will have the capabilities of
displaying an EMA. Moving Averages are one of the simplest and most widely used
indicators out there. Without going into great detail about how the bodisacalculated,
it is basically a price average over the number of periods or bars specified by the user and
displayed as a line on your chart. | use the 50 period EMA. Look at the nextYahart
will notice the 50 EMA displayed as a blue line acrbssdhart.
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‘ ||| " ‘ |||‘ || ‘| 1,144.00

1,143.00

1,142.00

1,141.00

1,140.00

1,133.00

The EMA will give you a basic visual idea ohieh way the price has been
trending, or if trending at all. Notice how in the first half of the cti@price was going
up and so was the EMA. Theaibout half way into the chattie price started a decline
and so did the EMA. Since it takes the last 50 candlesticks of data to create th& EMA
will lag the actual price movement a bit.

|l tds easy to see at a quishkenggehdngloye what
looking at the EMA. Although it would be great to always take trades in the direction of
the EMA, unfortunately that is not the casetas notthat simple. Since the EMA lags
price so much, it is hard to take a trade solely on tleetitinthatit is pointing. When
you do get an entry signal that is going in the same direction with the EMAisually a
good confirmation for your entry decision.
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The 50 EMA is valuable to me in ways other than just the direction of the trend. |
call it the fAtornadoo for a reason. | envi si
chart depicted by the blue line. A tornado in real life pulls in objects that are close by or
near to it. Sometimes the objects that get pulled in go around and amsigedthe
tornadq before getting thrown or spit out of its hold. On my chart the candlesticks are the
objects. Over and ovgihe candlesticks will get pulled into the blue EMA line.
Sometimes the candles will get tangled up in the blue line beforeggspit out in either
direction. Other times the candles will get pulled into the blue line then bounce off.
Maybe you will come up with your own analogy of how the price and candles interact
with the blue line, but to me the tornado works great.

Look ata couple more charts and get an idea of what | mean. Although the
candlesticks get away from the blue line, they always seem to want to come in contact
with it again.

=i

1,141.00
1,140.50
1,140.00

|| |‘h| A‘ | 1,133 50
‘ “ “ 1,138.00

1,138.50

1,138.00

‘ " 1,137 50
| ‘ |“ 1,137.00
" ‘ || ‘| 1,136 50

1,136.00

i
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In the previous chart you will notice thatthoughthe price goes up andown
quite a bit, there is no definite up or down trend. Notice how many times the candlesticks
touch or pass through the blue line. Even when they get far away from the EMA (blue
line) at times, they always tend to meet up again.

This helps me inmy desionma ki ng pr o c ®resamplethatthé s s avy
price is way below the blue line and | get a signal to enter with a buy or go long.
Knowing thattheprice is below the blue liné would feel more confident in my decision
to enter a trade betting pa will go up. The same would be true if the price was far
above the blue line and I got an entry signal to go short or sell. | would feel more
confident the trade would work in that scenario as well.

Page p0
Copyright 2010Ultimate Scalper LLC.



Ultimate h ﬁ] i
—= Sc. al €r.com “an intraday trading methodology"”

HW

Below is one morexample of the 50 EMA. Notice how the price always seems
to stray away from the blue tornado and then come back to it. Sometimes the price
bounces off the blue line, gets tangled apbreaks right through it.

=3

1,149.00

1,148.00

P ‘x i )

|| | 114500

1,144.00

1,143.00

|
)

1,142.00

W %

1,141.00

| become cautious wheheprice is tading just under or above the 50 EMA. If
the price is just under the blue line without more than a point or so before touching it and
| get a buy signal, | may not take the trade. In this situgtif@el that theprice may
bounce off or get tangled uip it. This would be the sametlie price wagust above the
blue line and | got a sell signal. In either cakthe signal was really nice and | felt good
about i1t, I may take the trade. ltds just so
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Volume

No courseon trading would be complete without touching on the subject of
Volume. As with just about every indicator, there are magnitudes of different opinions,
ideas and ways to use and benefit from each. | like to keep Volume simple, and use it in
a way that atally works for me time and time again.

It is important to pay close attention to what volume is telling you. When there are
many buyers and/or sellers participating in a rally or sell off, it is that volume of contract
transactions that can give thenket the push it needs to reach new highs or lows. Many
times when the market tries to test and/etest previously reached levels, it is the
volume of transactions that will determine the outcome.

There are two main ways in which | use volume. The first is what | call VPT or
Volume Probability Test. This helps me determinga&price has the volume it needs to
break thoughpr evi ously set highs or |l ows. The seco
Upwar d Pusho or a @@Filnadi |Dowrewar dtRPugh eat er
methods, but first let me show you how | set up the volume indicator.

Vol ume works best on charts th-at are disp
mi nut eo c loar th,wefedotichants, I nyym@nionvolume does not work

so well on a Aticko chart. Since the main sy
a volume indicator displayed on it. Instead, | have a separate window set up next to the
At i cakrot cdhi s prhiaryu tnggemaonrfutae o 3c har t -inchSi nce | hav

monitor, displaying two charts side by side i$ aproblem at all.
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There should be various different volume indicators to choose ttepending on
your chartings o f t war e . I currently use fATradestatio
and the indicator therelidheal Ifeod nfaM o It three cAW
parameters to suite my liking and make the lines a little thicker and easier to see. Under
the Imputs tab | format the indicator as follows:

K Inputs |
AvgLength 5
AlertPct 5
Up color Blue
Down color Red

Please note that all software packages vary and yours may be different, this is just
an example of how it will look in some cases.

Page b3
Copyright 2010Ultimate Scalper LLC.



Ultimate h ﬁ] i
—= Sc. al €r.com “an intraday trading methodology"”

HW

Below is an example of what the actual volume indiclatoks like by itself. The
red and blue bars display the volume of the price candle associated with it. The higher up
the bars gothe more volumés associated with that particular candlestick. When the
candlestick closes at a higher price than the prewiandlestickthe bar is colored blue.
Converselyijf the candle closes lower than the previous caridéebar is red. The
magenta line that passes through all the red and blue volume bars is the plotted average
volume of the last 5 bars.

“olume Avg (55 blue Red) 15900 31220

Aslpreviously mentionedmi huuee ¢herti namdat
somet i ameisnuat efid3 chart . Those are the time fra
with the Aticko chart t hat I foll ow.

Volume Probability Test

The markets are consistently strivitagset new highs and/or new lows.
Previously set price levels will continually be tested aréséed until a breakout of the
level is either successful, or fails enough times to initiate a change in direction. By using
the volume indicator, in many casege can predict the probability of a level test passing
or failing.

Take a |l ook at the next example- with the
mi nuteo chart. Notice t hAdt wartihc & hnea ked d i g smee w
The volume thatorresponds to that new high is circled by the elligsectly below it in
the volume indicatofThe gice then pulls back just a bit for a few candles before re
testing t hBo.l eAlethdpoedig dble te reachithe same level as itrdid
area,nit has I|little chance of going much fur
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Notice the volume cir8&8bedhbyet hse ebhspder
volume than whetheprice reached that same level previously. Sthep r i ce wasnot
ale to pass through the previous top, it changed direction and started to trade lower.

TradeStation Chart’ Analysis - ESHT0 3 min [CME] E=mini SEP 500" Mar 20110

ﬁ‘_tﬁ WM mn

(

ESH10 - 3 min CWE

o

ollme Avg (5,5 blug Red) 383.00 627 60

(2]

Created with TradeStation
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The next chart shows an example of how volume plays a part in the outcame of
price as it t es tCothepricé noakes a nelbve follewed bybpull ar ea i
back. The corresponding volume for that low is easily seen in the indicator directly below
it. When the price tries to test that loavs s e e nDg,iit deardy daesanotihave the
same amount ofCovdi dmtikdandhapeice gharfged direction

to trade higher.

The testing and test failures of highs and lows or tops and bottoms can create
some of the best trading opportunities out there.
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The nexttwo charts are more examples of the Volume Probability Test. Take note
of the arrows pointing out the highs, lows, teatedtheir corresponding volume.

[ TradeStation Chart’ Analysis - ESHT0 min [CME] E=mini SEP 500" Mar 20110
E=H10 -1 min CME

“olume Avg (5,5 blue Red) 15300 31220

. !

Created with TradeStation

(2]

Page p8
Copyright 2010Ultimate Scalper LLC.



Ultimate h ' i
—= Sc al €r.com “an intraday trading methodology"”

i’ )

TradeStation Chart’ Analysis - ESHT0M min [CME]E
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Final Upward Push and Final Downward Push Bars

The previous-mdnhnageamcharta &fhowing a beaut
volume probability test whettte price failed to move higher than the first top due to lack
of volume.The pice made a nice move low@émmediately following the test failure.

This chart also displaysavey ni ce exampl e of a AFi nal U
the Volume indicator the largest blue bar with the arrow pointing down at it. In an
uptrend making new highs, a | arge stand out

Pusho bar . Yotlyafterauth adaxgp lelue biskeghirs one that theprice
will trade lower. In this examplihe price trades downwards on the very next cantthe.
price trades even further down following the test failure.

The same holds truePdoho thtahatdhéyivatixe e Dto wn wa
red. Wherthepr i ce i s in a downward move making new
Downwar d Pusho Rkhatthe mayket will so@enrurneipwardsc t

Take a look at the next chart. The down arrows are poitditite red or blue
volume bars that identify the final up or downward push bars. The arrows pointing up are
the corresponding candlesticks that make up the push bars. Look at what happens to the
market after each final push bar.
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Created with TradeStation

Noticethat,from lefttorightwe f i r st have a fAFinal
market is trading down and making a new low. Therhe volume indicatomwe have a
|l arge red spike of a volume bar. This
bar. The market makes an immediate turn upwards on the very next candle.
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The market trades up for a while and is making new highs. Then in the Volume
Indicator you notice a blue spike. This is not as large of a volumadtire previous
examplebut itis still larger than the other bars around it. The market makes a turn to the
downside shortly following the final upward push of the large blue bar.

The next Volume bar to stand out is a red final downward pustiolawed
shortly after by a mve upwards.

The next sever al charts are more exampl es
Pusho bars. Notice that some make an al most
take several more candles to make a turn.
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TradeStation Chart’ Analysis - ESHT0 min [CME] E=mini SEP 500" Mar 20110
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| personally do not take trades solely on Volume Probability Tests, nor do | take
them on Final Up or Downward Push bars by themselves. Instead | use these great tools
in conjunction with the other confirmation signplgviously discussed in this manual.

So far in this manual we have covered many excellent confirmation signals that |
have been successfully incorporating in my trading year after year. Everything | have
shown you thus far has withstood the test of tiNmne of these tools are fly by night
techniques that may work for a few months then fade away. What | have shown you will
work today and far into the future for years to come.

Even though these tools and techniques are natdiv@l tradingystens or
method | am teaching in this manual, | use each and every one torfaddp my trading
decisions. This does not mean that you canot
than one confirmation signal indicating a possible move in a given direction. When used
together, these powerful tools can produce many specta@dargropportunities.

Look at the chart that follows:
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TradeStation Chart’ Analysis - ESMT0 3 min [CME] E-mini SEP 5000 T anr 2010
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Created with TradeStation

Note: This is not some chart that | searched through days of data to find. This
chart is the current lipo-the-second real time data that is displayed and happeiging
now on my computerscreeas | 6 m writing this manual .
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Hopefully, by now you should be able to spot some opportunities that could have
been taken on this chart. However,donftyou do
worry: In time theywill.

We are going to break this chart down and go over a couple of possible
opportunities. There may even be more trades on this chart than we will cover here, but |
want you to see some bastbatwe have already discussed.

Starting from the far left, the first thitatwe noti ce i s a AFi nal U
bar. The blue down arrow is pointing at the blue volume bar and the blue up arrow is
pointing at the correspondirmgndlestick.

The market starts to trade downward almosi mme di at el y f ol |l owi ng
UpwardsPusdh Noti ce how it gets tangled up in the
break out below it. At this point | see the tops of the candles lining up in an almost
perfect diagonal line. This just screams at me &wdx trend line across the tops
connecting them. Whehwagmeshyngoi mysel per fiec
brokeno and it wuswually does.

As the price breaks downward below the 50 EMAnakes a red volume bar that
stands out from the others just a bit (red u
AFi nal Do wn wautd sPaumsent hing to be aware of. A
take a turn upwards. It touches and then brdaksigh the trend line we drew only
moments earlier. | could have made a trade t
Downward Pusho followed by a trend | ine bein
cautious about being so close to the 50 EMA ¢fou
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[ TradeStation Chart’ Analysis - ESMT0 3 min [CME] E-mini SEP 5000 T anr 2010
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The market continues a bit higher as it tangles with the 50 EMA. As | look at the
candlesl again notice how beautifully lined up the bottoms are. This prompts audlto
another trend line connecting the bottoms to form an upwards diagonal just waiting to be

broken. Shortly after a | arge Dblue vol ume
This is a far better exampleant he pr evi ous AF0O nal Downwar d
Page p9
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[ TradeStation’ Chart Analysis - ESM10°3 'min [CME] E-mint SEP 500" Jan 2070

7 2
EShA10 - 3 min ChE

B me Avg (5,5 blue Red) 17635.00 10361 40 B

7.30 &.00 &30 9:00 930 10:00 10:50 11:00

< fi] B
Created with TradeStation

A few candles aftebob the pFioal bUpawkhsdbe@blus
trend line. Sincéhepr i ce di dnét get very far away from
previously breaking through it, | believe it will now trade further below and test the
previously set low. This sets up a nice opportunity to take a trade to the downside (sell) or
go short the market.

Page [0
Copyright 2010Ultimate Scalper LLC.



Ultimate h ' i
—= Sc. al €r.com “an intraday trading methodology"”

i’ )

TradeStation’ Chart Analysis - ESM10°3 'min [CME] E-mint SEP 500" Jan 2070
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The pice makes a nice move to the downsifeeveral reccandestickslater, a red

vol ume bar spikes up al most off the chart. T
Downward Pusho bar. I f | havenét taken profi
can exit the trade nowar at least move my stop loss to lock in any galim price moves

up a few ticks before it makes another move

bar. At this pointif | am not out of the tradé move my stop loss lowear just exit the
trade with a buy. | am expecting a move to the upside ghortl

TradeStation’ Chart Analysis - ESM10 3 'min [ CME] E-mint SEP 500 Jan 2010
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The pice makes a quick jump to the upside but not without making a new low
first. In this chart | have put a circle around the new low and three downward blue arrows
pointing at its underlying volume.

TradeStation Chart’ Analysis - ESMT0 3 min [CME] E-mini SEP 5007 T anr 2010
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With all the excitement of the short trade, | failed to notice how nicely the candle
tops had lined up at the beginning of the down mByedrawing the downward trend
line we can now see what the market was doing. After the price made a new low, the
marke traded right up to the trend line, touchedhitd therbounced off. Sincéheprice
failed to break through the trend linewould now have a new objective. TEST THE
RECENTLY SET LOW.

TradeStation Chart’ Analysis - ESMT0 3 min [CME] E-mini SEP 5000 T anr 2010

L me Avg (5,5 blue Red) 17635.00 10361 40 L

| i

7:30 00 &30 .00 10:00 10:30 11:00

<] [ | [=]
Created with TradeStation
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Sure enouglthe price trades right down to test the recent low. It matches the
exact same price as previously set (noted by the circle around it). Take a look at its
volume(where thdahree black arrowarepointing dowr. Can you see the difference
from the previous lows volume? Much less volume decreases the liketitaitdide
downward move will continue.

TradeStation’ Chart Analysis = ESM10°3 'min | CME] E-mint S&EP 5007 Jan 2070
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The test had failed and the market pushed upwards. Nbé&tat this pointhe
price is far enough below tf® EMA to make the trade worthwhile. This gives me a
confirmation signal that its probably ok to go long (buy)he pice breaks the trend line
to the upside. | now feel confident to enter a trade with a buy. Since the market had a
hard time pushing loar than the previously set low, | place my stop loss one tick below

that price.

TradeStation Chart’ Analysis - ESMT0 3 min [CME] E-mini SEP 5000 T anr 2010
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Once you begin studying charts and watching data in real time, start applying
what you have learned so far. There is no dthaityou will see profitable trading
opportunitiesmultiple times a day.

Go thioughand draw trend lines and channeals well as support and resistance
on as many charts as you can. Soon you will be able to spot patterns and analyze charts
like a pro.

When the market is open, the sintolas the best place to learn and practice
placing entry, exjtand protective stop loss orders.

Remember, anyone can pick up and read a manual on how to fly a jet airplane.
However, without many hours of practice in a simulator and other instructieniaes,
the results could be fatalhe same is true with most other valuable and worthwhile
skills. Trading is a skill that must be learned, practiead developed.

SYSTEMS

In this section, | will be explaininfive systens and two subsystems

1. TheDouble Top& Double BottomSystem

1 TheTriple Top& Triple Bottom System
TheOverbough®& OversoldSystem
TheHistogramSystem
TheSling Shot System
TheTrend Line Breakout System

1 TheCoffee Break System

abrwn

Thesesystens, or method, arethe basis of this entire manual. | will show you
how | make a living trading #sebread and buttersydgems You will learn exactly how
| tradethem on a dayto-day basis for consistent profits. | will provide many actual chart
examples of tadifferenttrade setup wi t h par t i doublaTopDouble us on t h
B ot tagystemlwill explain this gstem first with greadr detail since it is a bit more
involved than the othenethodsyetinvolves many of the sanpincipals and indicators.
| will also include in this system holxset upmy computer screeandthedifferent time
framesand chartsised.It is not complicated, and anyone with the right amount of desire
dedicationand patience can learn to masten time. Most of the chart examples show
entries of th&iDouble Tg Double Bottond method | really want you to get a good
grasp of this systerirst; it will make learning the othewvery easy.
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You can then look bk over the many chart examplsdsee wherghe othersystems
would have presented trading opportunitl nwbiry; there are still actual chart
examples of the otharystems awell.

If you areacurrent traderstarting from this section of the manudlelcome. If
you have been reading along up until ndven welcome back.

Please bear with me, for | most likely will be repeating concepts over and over at
times. | just want to make sutteatthey are explained enough times for everyone at all
levels to understand.

Each d thesetrade setupusually occuiat least two to three times a day, while
some days producing even more opportunitesne trade setups happen more
frequently than others

| have two categories in which | ekify systemsinder. Therendfollowing
systemsand therendrevershsystems.

The Trend Following Systembi the® systems the trend has already turned from
the previous direction and iis eitherthe early stagesr well established in its new
direction. These systems chagecific highprobabilityentry pointsalongthis new
trend.The ystems in this category include:

The Sling Shot System

The Histogram System

The Trend Line Brdeout System
The Coffee Break

N

The TendReversaBystemsin thesesystems, the signals generated are
attemptingto catch tle precisebeginningof a new trend directiarin essence, with the
trendreversakystems we are attemptinglioy at the very low of a new uptrend and sell
at thevery high of anewdowntrend.The systems in this category include:

1. The Double Top Double BottoBystem
2. TheTriple Top and Bottom System
3. The Overbought Oversold System
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| incorporate all of these systems in my trading. Each system has itaggdadd
points. | find the Trend Following Systems to &&it more accuratd try to take
advantage of them as much as possikdéso love the TreneversalSystems, nothing
beats getting in ahe beginning of a trend. | will present all these systems to you, but by
no meanare you required to use them all. Once you start to practitteesimulator
choose the systems that best suit your trading style. It may only be one system. There is
noreson why you cano6t make a professional |l ev
Systemfor example] find it to be spectacular.

| personallytry to scalp anywhere from 1.5 points to 2.5 points a day on average.
Those are not huge gajr@d by no meangds that all you can capture in a day or per
trade for that matterThat is an average. | am a very conservative trader. | like to get in,
make my money, and get oirt.most cases thesedeset ups willproduce much greater
gain potentiglsometimesatching a trend that will last for houRRemembethatl point
(4 ticks) in the ES equals $50 with one contriot. me 1.5 points to 2.5 points
represents $375 to $625 a day with five contracts.

| donodot trade a | ot of ,depgemdingoathésetuper tr a
and how confident | feel about it.

| sincerely recommend trading with only one contract when you are finished with
the simulator and start using real money for the first time.

Please stay in the simulator until you are makioigscstent profits day after day
for a minimum of at least a month. | cannot stress this enough. Also please remember
this: although the simulator is based on real time data, it still is a bit easier to trade than
real life. Trust me on this one.

NOTE: T he chart examples provided are from my actual computer screem have
my settings onPacific Time zonesince | am on the west coast most of the tin
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The Ultimate ScalperSystems

THE DOUBLE TOP DOUBLE BOTTOMYSTEM

The system is based on thevlini S&P contract symbol ES. | have a computer
screen displaying two ES charts slaeside. The chart on the left displays the ES in a
987-tick format. | use this as my main system chart. The chart on thehagtthe ES in
either a3 or 5minuteBar orCandlestickchart.Separating the two charts the order
entry window where | place the actual tradése diagram below.use tke chart on the
right for confirmation signalsuch as the Final Upwanod Downward Push bakga the
Volume indicatoy as well as just another time frame to be awarmndf monitor| also
use the right sidehartto alert me of any Trend LirgreakoutSystem pportunities |
will further discuss latein this manualSince the chart on the right is more for reference
andconfirmationsignalsl will not be showingnanyexamples of it in this section.
Previous sections in this manual that show chartsari, 3 and5-minute time frames
with a volume indicator are exactly what | have displayed on the right side chart. All
further system explanations and examples are of thetblaarthave displayed on the left
side of my computer screen ONLWntil we reach the section on The Trend line
Breakout System, amless otherwise specified.

Below areactualexamples of how | may have nepmputerscreen set up. The
chart on the right is a minuthart in either candlestick or bar format.
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As previously mentioned, | have the ES displayed8itick format using real
time data only. | use the 987 because it belongs to the Fibonacci sequence of numbers.
Fibonacci numbers are often used in the analysis of financial markets and there are even
systems and indicators derived from its principals. Thet2&3s a very widely used
Fibonacci format in day trading the ES. Once you become experienced, you may want to
experiment with this fast paced setting. | fihdtit works very well but | personally like
the 987 better because it slows things down a bit.

NOTE: When starting out you may want to experiment with a 2000 tic chart. This
setting will slow the action down and have fewer false signaté the Trend Reversal
Systems.

| also have one Exponential Moving Average on my ¢ladohg with two
indicators displayed at the bottorALWAY'S have the Floor Trader Pivots diod the
self generated support and resismhnes(that | explained how to create @nprevious
section displayed on my chart.

NOTE: | am leaving the Support and Resistance lines and Floor Trader Pivots out
of the chart examples in an effort to keep theness cluttered and easier to follow.

The Exponential Moving Average (EMA) is the same 50 EMA (Tornado) as
discussed earlier in theanual. With the 50 EMA displayed across my screen | can get
an idea of the market direction and sentiment without switching to a larger time frame.
Just look at its direction to see where the market is gtsrigup? Or is it down? | also
keep the 50 KA displayed on my screen for all of the other benefits previously
discussed earlier in this manual.
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MACDIndicator

This is theMoving Average Convergence Divergenoemore commonly
referred to as the MACD. This is by far my most useful and favorite indicator of all.
There are a multitude of different ways to use this indicator and an unlimited amount of
different settings. There are books and courses devoted tmthiadicator alone. | will
show you how | use this wonderfully versatile indicator to make consistent profits in the
ES on a daily basis with my settings and techniques.

To define each aspect of the MACD is beyond the scope of this manual. The
chartng package you use will most likely have definitions for the indicator and its parts. |
will show you the ways imvhich | use this indicator to make successful trades.

Below is an example of the MACD and its parts:

MACD (5,269 105 0.02 000
F1.20

:D.SD
:0.40
:70.40

rF-0.80

rF-1.20

As you can seghe MACD consits of two linesa red (MACD) lineand a blue
(MACDAve) line. The colors and thickness of the lines are customizable according to the
charting package and your liking. There is also a histogram (MACDDIff) that runs
through the middle of the indicator; | have it displayed in black. At gpeuleft side you
will see the indicator name and its very important settings. The settings | use are as
follows (5, 26, 9).
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f Inputs |
FastLength 5
SlowLength 26
MACD Length 9

The MACD is such a wonderful tool because it helps us to idehtfy
convergence and divergence, hencenlmme Moving Average Convergence Divergence.
Both convergence and divergence are widely used in the trading community with many
systems and techniques being based around their principals.

When two objects are coming together, they are said to be convbejimgen
one another. Conversely, when two objects are moving apart they are said to be diverging
from one another. These concepts are very si
trading.

Whenthe price and the MACD move together, they are in s{oc.example: If
theprice climbs higher and makes a new high or top and the MACD also climbs higher
and makes a new high or top, they are in sync.

Let 6s tkearice ctintbahighemaking a new togbut this time the MACD
doesndt c | iitnmbtead it ntakeg a lowerttop. They are now diverging from
one another. Therice top goes higher and the MACD top goes lowéis is
divergence.

Now | ethabtise prcatrades lower to make a new bottom, but the MACD
bottom is moving higher toardsthe price. They are now converging towards each other.
The price bottom moves lower and the MACD bottom moves higher, this is convergence.
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Convergence Divergence Push Pull

Whenthe price makes new highs but the MACD stops making new highs in sync
with price, and instead makes lower highs, | call EhiergencePull. | imagine the
MACD pulling the price down along with it.

In the diagram beloywyou can see thahe price made a top followed by an even
higher top as noted with the line drawn above them labeled PRICE. Take a look at the
corresponding MACD belowheprice. The first MACD top was in sync witheprice
but the second MACD top made a lower topheesprice made a higher top. As you can
see by the linabove the MACD tops, price and MACD are clearly diverging from one
another. When this occurs, | call it Divergence Pull. The price seems to get pulled
downwards by the MACD. If you look closely further on down the ¢lyar will notice
thatthis happengagain.

- =mx
DIVERGENCE PULL

H 08500
H 084,00
H 083,00

'rHi

H 082,00

lif
||' L

L JDE1.00

i
+,,|

H 080,00

F1.079.00

H 078,00

H 07700

F1.076.00

H 075,00

F1.20
080
.40

r-0.00

rF-0.80
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Whenthe price makes a new bottqiinut the MACD stops making new bottoms
in sync with price, and instead makes higher bottoms, | calatbavergence Push. |
imagine the MACD pushintheprice upward along with it.

In the diagram below you can see tteprice made a new bottom followed by
an even lower bottopas noted with the line drawn below them labeled PRICE. Take a
look at the corresponding MACD below price. The first MACD bottom was in sytic wi
theprice but the second MACD bottom made a higher bottothegzrice made a lower
bottom. As you can see by the line below the MACD bottoms, price and MACD are
clearly converging towards one another. When this occurs, | call it Convergence Push.
The pice seems to get pushed upward by the MACD.

CONVERGENCE PUSH

H 104,00

H 102,00

H,100.00

H,005.00

H,006.00

MLCD
F1.00

F0.50

r-0.50

F-1.00

F-1.50
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The MACD sits at near the bottom of my chatbng with another indicator we
will be discussing next.

Stochastic Slow Indicator

The Stochastidndicator is another excellent tool with a variety of different uses.
The indicator can be helpful in identifying turning points in a market. Not unlike our
earlier discussion on volume, whire price makes a new high without a new high in the
Stochastic i may indicate the end of that rurhe Stochastidndicatoris also a very
popular tool in identifying ovebought and ovesold conditions.

Below is an example of the Stochagtidicator and its parts:

Stochastic Slaw (100.00

VAN N VAN
i i

F10.00

Looking at the Stochastic slow indicatau will noticethat just like the MACDQ
it also has two linesasmoothmoving red line and a fastemoving blue line. There are
also two horizontal green lines. These two green lines represent overbought and oversold
areas. When the blue and tetks are above the upper green line the market is thought to
be overbought and should soon change direction from up to down. Conyvetsatythe
red and blue lines are below the lower green Jittesmarket is thought to be oversold
and should soon turmpwards. In the upper left hand corner of the indicator you will find
the indicator name and its settings, just like in the MACD.
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The settings | use for the Stochastic Slow indicator are as follows:

f Inputs
PriceH High
Pricel Low
PriceC Close
StochLength 6
SmoothingL1 6
SmoothinglL2 4
SmoothingType 1
Oversold 20
Overbought 80
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| have the Stochastic Slowudicator at the very bottom of my chawfith the
MACD indicator sitting directly above it as shown in the diagram below:

a2 Co

Stochastic Slow r100.0C

VAN N /A
i =

F10.00

Together the MACD and Stochastic indicators provide me with powerful trading
opportunities| can feel confident in taking advantagettémon a consistent basis.
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Double Tops and Double Bottoms

Before | explain exactly how | use these indicators, | must first introduce other
key-variables in the system. These are topshkatbms. Other common terms for tops
and bottoms are highs, lows, peadsd pivots. For the purpose of simpligityvill stick
to tops and bottoms and/or highs and lows.

The first thing we need in order for this system to wottk f#nd a top in arup-
trendingmarket, or a bottom in a dowrending market.

In the example that followsgou will seethat theprice continues to climb higher
and higher untilt reactesa point where it stops climbing aitdnakes a change in
direction. That highest poimtr price reached is the top. In a dewending market it
would be the samgust reversedThe pice would descend lower and lower until it
reachea point where it stapand m&esa change in directigmeaving a bottom.
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Next, the price must make a pull back from the recent top or bottom. Nuie
in our exampleheprice pulled back from the highest price and left a clearly visible top
in place.

TOP —

l‘ | | PULL BACK
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After the pullbackheprice must then trade in the direction of the recent top or
bottom and akeast equal its highest (for a top) or lowest (for a bottom) pricdf this
happens, we now have a doubide or doublebottom.

In the diagramyou can see how the price climbed back up to test the previously
set high or top. In doing st reached the exact same high price set by the previous top.
At that momentwhen it reached the exact same price as the previopis b@game a
doubletop, as defined ifiTh e Ul t i masystem®he gide phenrsdrpassed the
previous top and continued to climb a bit higher. That is perfectly OK. We now have the
doubletop that we are looking for. The same holds true for a ddutitt®m, just in
reverse.

EQUAL _I" I |

l‘l ||I

DOUBLE TOP
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The following diagrams are more examples of doubjpes and doubldottoms.
Notice thafwith just a quick glance at the 50 EMyou can see in which direction the
market is headed or trending

DOUBLE BOTTOM

Ty

EQUAL

— —

BOTTOM
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+
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In the examplethat follow, you will see that the market is continually making
new tops in ugrends and new bottoms in dosrends. This is not uncommon. Highs
and lows will always be tested, leaving us withezerendingsupply of new tops and
bottoms.

MULTIPLE DOUBLE TOPS

h
Tlh"f! l" 'Hl‘ 'HH“
|

iy |
"
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In the next charthere are multiple doubleottoms that have formed as the
market traded downward. There are also two detdgeexamples in the same chart that |
did not mark, can you find them?

MULTIPLE DOUBLE BOTTOMS

We have now covered all of the key elementhetrading system. Nextwill
define the system and go over exactly how | use everything to make it work.
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System Definition & Conditions

When a doubldop is formed and the MACD and Stochastic of the second top is
and remains lower than the MACD and Stochastic of the first top, enter the market with a
SELL order at the close of the first candlestick that bends the MACD downward after it
closes. Place yastop loss order one tick higher than the highest price reached by the
second top.

Conversely:

When a doubldottom is formed and the MACD and Stochastic of the second
bottom is and remains higher than the MACD and Stochastic of the first bottonthenter
market with a BUY order at the close of the first candlestick that bends the MACD
upwards after it closes. Place your stogs order one tick below the lowest price reached
by the second low.

These are my definitions of the trading system as shdrsaeet as possible.
Donét worry if:ltitresalulndscawindnudti nlpge any easi
by step and will provide you with countless examples.

In order to perform this system with the best chances of success, there are three
cond tions that MUST BE MET in oorder to execut

CONDITION 1

There must be a completed doutd@ or doublebottom pattern.

CONDITION 2

For a doubleop pattern: The MACD of the second high in the dodbfemust
be and remain lowghan the MACD level of the first top.

For a doublebottom pattern: The MACD of the second low in the doddd#om
must be and remain higher than the MACD of the first low.
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CONDITION 3

For a doubleop pattern: The Stochasti€ the secondhigh in the doubld¢op
must beand remairiower than the Stochastaf the first top.

For a doublébottom pattern: The Stochastic of the second low in the double
bottom must band remairhigher than the Stochastic of the first low.

GO SIGNAL

Fora doubletop pattern: The first candlestick to bend the MA@&vnwardat its
close.

For a doublébottom pattern: The first candlestick to bend the MA@GiWwardat
its close.

1,2,3,GOI

While watching the market in real time, the first thingwest look for to
perform this method ighe price to make a new top or bottom. For the purpose of
simplicity,]| wi I | describe my methods using a

After noticing a top being formed, we pay special attention to where the MACD
and Stochastic were at the moment the top was created. We then watch for a pullback. A
pullback can be anywhere from just a few candlesticks that trade lower than the recent
top,to a larger U or V shaped valley being created over time.

Whenthe price finishes with the pullback and trades back up to test the top, we
again pay close attention to the MACD and Stochastic levels. We are looking to see that
the MACD and Stochastio not reach the levels they previously reached during the
formation of the first top.

Whenthe price equals the same level as the first top creating a doaybleve
have what we need to satis®pndition 1.
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Once @ndition1 is satisfiegdwe can asily see if the current MACD is lower
than it was at the creation of the first top. If it is NOT lower but higher, then we leave it
alone and wait for the next opportunity. However if the MACD is lower than the previous
level, we have satisfieddddition 2.

Next, we check the Stochastic and make sure it is also lower than the previous
level. If it is not lower, we leave it alone and wait for the next opportunity. If it is lower,
we have just satisfied all three conditions and now await the GO SIGNAL.

Once all three conditions have been met and satisfied, we focus our attention on
the MACD. Depending on your platform settings, the end or tip of the MACD may be
fluctuating up and dowralong with the price during the formation of the current
candlestick. Viat is important for us is which way the MACD is pointing at the CLOSE
of thenext fewcandlestick. For a GO SIGNALwe need the MACD to be pointing
downwards at any angle. A MACD that points horizdgtdbes not qualify. The first
candlestick that caes the MACD to turn downwards as$ @lose is the GO SIGNAL.

Enter the market with a sell order and place your stop loss one tick above the highest
price reached by the second top of the double top.

The diagrams that follow are actual screen shots and examples of how | would
apply the system in the conditions displayed.

There may be other exampleistrades and setups in the following examples that |
do not mention. | first want to get the basicsoas with the clearest examples possible.

In the first chart, you will noticéhata doubletop has formed at aréa /A0 Look
at the arrows pointing to each top and their respective MACD formations below. Here
you can clearly see that the MACD of the settop is higher than the MACD of the
first top. This does NOT satisfy the desired condition. We are looking for the second
MACD to be LOWER than that of the first top. We leave this possible setup alone and
wait for the next one.
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In the diagram below of the MACD and Stochastic, | would just like to clarify a
few points to make sutdatyou understand what you are looking at, and what to look
for. The circles in blue represent the two MACD tops for the respective price tops in the
chart above. When we are looking at tops and detalple in price, there will usually be a
corresponding peak or tdixe formation in the MACD and Stochastic. Sometimes there
will be no formation in the MACD or Stochastic at all, even though there isqrece.

What we are doing with the MACD and Stochastic is comparing their current levels with
the current price action against previous levels.

T

Il
I.II||” II . Lo

F-0.350

Stochastic Slow |
Fa0.00

A

H0.00

In the next chartyou will notice another double top has formed at &rd# This
time the MACD of the second top is LOWER than that of the first top. This is exactly
what we want. We then look down at the Stochastic and rtbate too is lower at the
second top than that of the first top. This also is exactly what we aiiaddok. So far
we have met all three conditions needed to e
S | G N AThere was no candlestick that caused the MACD to point down at its close.
Instead, the closest the MACD came to pointing down was to poinohtaiz That is not
good enough. S@ven though we had all the conditions met, we leave this setup alone
and wait for the next one.
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This is a closeup of the MACD from the chart above. Notice that it did not point
down at all. There was a candlestich at caused it to close horiz
good enough to place a trade. We need a downward pointing MACD to go short (sell).

Next, you will see thatheprice started to climb back upwardseating higher
highs and higher lows until a new top was formed. Notice also that the MACD and
Stochastic climbed higher as well.
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After the pullbacktheprice climbed higher to test the previous high. In doing so
it reactedthe same price as the first japerefore creating a new doulitgp at ared @
This time, the MACD and Stochastic of the second top are both far below that of the first
top. This is exactly what we are looking for and agiagatisfies all threeonditions.
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The very next candlestick closes red and bends the MAGBasib points down.
This is ourdo "GO SI GNAL
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We now enter the market with a sell order right after the candlestick closes. The
nextdiagram is a close up of the MACD pointing down at the close of the candlestick.
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At the same time the sell order is placed, a stop loss order should also be placed.
You can set up the order entry panel of your platform to automatically place tHesstop
for you at a certain point spread on every trade. Then after the orders are placed and the
trade is live, you can go back and adjust the stop loss to the proper location. In the
following diagram you will see exactly where | place my stops. They dlgmil tick
above the highest price reached by the second top of the dopbM/hy the second top?
In many instances the second top will be higher than the firsPkagng the stop above
the highest price reached will prevent it from being triggerezkecuted as easily. | have
foundthatif the trade is a good one and will work, the price may trade right back up to
the high on several occasions without breakingughand triggering the stop that sits
one tick above.
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As you can see in the nexttart, the setup worked perfectly and went on to be a
profitable trade.
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The doublebottom formations work the same way as the dotdys do-just
upside down. In the next example we seeftt@price has just made a new low and is
now starting to pulback.
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After the brief pullbackhe price trades down to test the previous low,amd
doing sq it creates a doublleottom formation at arefa D Notice the MACD in the
second bottom is clearly higher than that of the first bottom. The Stochastic of the second
bottom is also just a bit higher from the first bottom. This completes all the conditions
necessary to take a AGO SI GNALO once we get
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At the close of the very neéexNotibahed | est i c Kk
tip of the MACD is turned upward. Even though it is just slightly turned up, it still
gualifies as a0 gWe de mtGOr Stl IG&NAmar ket with a b
immedately following the close of the candlestick that turned the MACD upwards.
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A close up of the MACD turned up. Evémoughi t 6s poi nting up | ust
still gualifie®s as a AGO SI GNAL

As previously mentioned, you can placst@p loss order simultaneously along
with your buy order. Once you are in the markes easy to move your stop loss around
if so desired. Place the stop loss 1 tick below the lowest price reached by the second
bottom as seen in the diagram below.
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This turned out to be a winning trade with a beautiful setup.
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Theprevioustwo examples were actual trades that took place, not something that
| just created or searched out for the purpose of this manual. The following examples are
actual charts showing this same setup in both long and short trade situations. The arrows
onthef ol | owing charts point to candbesticks th
Trades were taken on the close of those candlesticks. Study the setups on each chart.
Look where the MACD and Stochastic are in relationship to their corresponding price
formations.Some setups show the Stochastic of the second top or bottom to be just about
equal to that of the firsin cases like these, i ajudgment callwhetheror not to take the
trade.To increase your chancesdr successmake sure the Stochastidi®WER on
the second top of a double top formation, BBMGHER on the second bottom of a
double bottom formatiorNot two trade setups are or will ever be exactly the same. The
more you study these charts, historical data charts, and watch real time charts in the
simulator, the easier it will become spotting these setups.

There ardive othersystemsncludedin the Ultimate Scalpetay trading
Methodology. It is important to get a good grasp on this system first sisa@most
complicated of theeven Most of theothersystems use the exact same charts,
timeframes and indicators. Theag2no new settingso program or learn
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Double Top and Double Bottom Chart Examples
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TradeStation Cha nalysis
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TradeStation’ Chart Analysis - ESHT0M98 7 Tick' Bar [CME] E-minm SEP 500 Mar 2070
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TradeStation Chart Analysis - ESHAOTY8T Tick Bar [CME] E-mi
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