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Kwik *POP TRADING MANUAL

Indicator Overview

Setting up a 7,500 volume chart vaighktwik*POP indicators
Two States of Reality
Sine Waves and Momentum Patterns
Understanding the indicator synergy
What each KP indicator tells you abimeimarket
Using the Kwik*POP indicators to tradueES.
Filters for Confirmation
Using a 3,350 Volume a 22,500 voluneeDiA and $TICK
Trend Reversal Patterns
Identifying M Tops and W Bottoms
Using Stop Loss Orders
Airbags and Trailing Stops
Counter Trend Trades
Defining maximum MoMo for a counter ¢rémade

The matrix below shows which indicators allow ugersodify variables. We suggest that you use the
default settings until you are thoroughly familgith the use and function of each indicator.

Kwik*POP Variables

Indicator Inputs Style Color
KPAS0OD
KPAutostop
KPEbands length
KPLinRegChannel ||'="=th
KPMDot
KPMeanSwingLine
KPMedium
KPMidRange
KPnewUpDown
KPPivot2Color [text |
KPPivots
KPPush2
KPScoreCardColor
KPSnapBack
KPTrend2
KPTiggerLine
KPTriggerLineVMA
KPVMD
KPVS [leneth |

Scaling

| length |

Yellow Boxes denote user STYLE = Plot type and thickness

defined variables available

SCALING= Sub graph placement




Kwik “ POP Indicators

CREATE A 7,500 VOLUME CHART OF ES AND ADD EACH OFHESE INDICATORS

KPSCORECARDCOLORS: 7,500 volume chart of ES

Yellow bars are neutral ‘

This indicator is called Score Card because itsankscores’ the profile of 9 custom indicatortisgfs. A
perfect score on the BUY side would be a +9 readdnperfect score on the SELL side would be a -9.
Whenever 5 or more (score of +5 or greater) aliga positive manner the price bars tBidJE. Blue
price bars are BULLISH and prices will usually trade higher.

Whenever 5 or more (score of -5 or greater) aliga hegative manner the price bars ®RED. Red price
bars are BEARISH and prices will usually trade lower.

When the score is above -5 but less than +5 w¥geLOW price bars which is a neutral condition eis-
vis momentum. We have 3 types of momentum reaisvik*POP. Short, intermediate and longer term.
KP SCORECARD measures intermediate term momentuhthés indicator is our most important
indicator.

Summary; A score of +5 or greater creates Bludi@im)iprice bars. A score of -5 or worse created Re
(bearish) price bars and a score of >-5 and <+®&usral with yellow price bars.

In the Black Box Builder you can reference the swpwalues in your testing. For example, you maptwa
to only take buy signals when ScoreCard has a sifor@ or greater. Or, if you are looking for early
entries in an uptrend you may want to buy on soyeltandlestick with a value of +3 or more.
KPSCORECARD colors is used as a TRIGGER in the lBRBax Builder. By adjusting the scorecard
values you can define when you want that TRIGGERdh in on a trading strategy.

NOTES



KPNEWUpDown: 7,500 volume chart of ES

Our shortest momentum measure is the NewUpDowntbatsappear on the price bars. This is a
modification of the Welles Wilder Parabolic SAR. Wieanged the formula and added some smoothing
constants to ‘tone it down'. It is not an indicatbat can be used as a TRIGGER but it is an extelle

FILTER.

It's quite easy to read, RED DOTS are short terrMBRESH and BLUE DOTS are short term BULLISH.
Typically, we'll see the dots change color on dolprice bar. Depending on the profile of other
indicators this color change can be a good heads#pcycle change.

It is important that you understand our definitafrcycles, which is different than the typical chitiion.

The market can only move in one of two directiddB; (buying cycle) or DOWN (selling cycle).
Therefore, the market is in one of two stateslatraés ... a BUYING CYCLE (blue price bars) or a
SELLING CYCLE (red price bars). On a 7,500 volunhaid we may have yellow price bars but if you go
down to a much smaller interval you'll see eithel or blue price bars.

Therefore, the red or blue dots on the chart dliage/ou what is happening on a much smaller wekr
Red dots suggest that a smaller interval is iflacgele. Blue dots suggest a buying cycle on allema
interval. That's why we say these dots are a measiushort term momentum whereas SCORECARD
colors is a measure of intermediate term momentum.

In the Black Box Builder KPNEWUpDown can be usedhddLTER on a TRIGGER condition. There are
no user defined variables on this indicator.

NOTES



KPAUTOSTOP: 7,500 volume chart of ES

KPAUTOSTOP is a momentum oscillator scaled to pridany assume that it is some type of moving
average, but when you examine it carefully youltioe it doesn't plot like a moving average. Itdsro
loop around and lag price sometimes, then acceléoatards price very quickly at other times. It's a
momentum oscillator.

KPAUTOSTORP is the critical LINE IN THE SAND thatgegates the Bulls from the Bears. You will
NEVER see a blue price bar closing beldutostop and you'll never see a red price barinfpabove
Autostop. That's a constant that you need to renegmb

Red bars below AUTOSTOP, is a SELL CYCLE. Blue tmtyeve AUTOSTOP, is a BUY CYCLE. All
trading opportunities occur when price bars CROS5ASTOP and CHANGE COLOR. KPAUTOSTOP
is one of the components used in SCORECARD COLORSse are important facts to note when using
KPAUTOSTOP in designing your trading strategy.

This is an excellent FILTER on other TRIGGERS,tarain be used as an Alternate TRIGGER as well. In
the next section we'll discuss TRIGGERS and ALTERNATRIGGERS. The important thin to remember
is this; RED price bars below AUTOSTOP is a SELLIKBCLE and Blue price bars above AUTOSTOP
is a BUYING CYCLE.

As we've mentioned several times earlier, the magkalways in one of two states, either a Buyingl€

or a Selling Cycle. When the price bars cross AUTOB and change colors (Red or Blue) the cycle has
definitively changed. That is a constant, or theha¢ does not change and therefore a valuable
consideration in designing your trading strategpr&lon that in section 2

NOTES



KPTRIGGERLINEVMA : 7,500 volume chart of ES

KPTRIGGERLINE is a short term momentum oscillatcaled to price. It is a rather volatile oscillatbat
shows momentum acceleration up or down. This @doillwas weighted with a component based upon
volatility derived from Tushar Chandes work. Heledlthe volatility weighted moving average a valéab
moving average (V.M.A.). Thus TRIGGERLINE VMA isvalatility weighted moving average of KP
Triggerline.

Because it is a variable moving average of a monmemtscillator it has some interesting charactessti
and is employed in our trading strategy as botbftset line for an open position and as a toneciidir,
defining the bullish or bearish tone of the marketanother section of this manual we’ll discusgoas
ways of using this in a trading strategy.

One thing you should observe immediately is thé tzat prices on a 7500 volume chart of ES willssro
KPTRIGGERLINEVMA on a reversal before they crossAUPTOSTOP. In other words, when upside
momentum begins to deteriorate on a rally the gvaes will close below KPTRIGGERLINEVMA long
before they close below KPAUTOSTOP. Look at thé/rah the left side of the chart above. Notice how
the price bars closed above the red line all the wwdil right before the top. They closed below thd

line. Then prices popped up once and rolled overarsell cycle.

Now notice the selling cycle with red bars. Prickxsed below the red line all the way down. Thehtri
before the low prices closed above the red linkgadalown one last time and then reversed backiga
buying cycle again. The first warning sign thatstg@bu a buying cycle is nearing a termination pan
when the price bars start closing below the reel. lirhe first warning sign you get that tells yosedling
cycle is nearing an end is when the price barsdiask above the red line.

More on this in another section.

NOTES



KPIVOTZCOLOR: 7,500 volume chart of ES |

1087.00 109925  ©

KPPIVOT2COLOR is an indicator that plots dynamicFRORT and RESISTANCE lines on your price
chart. There are two colors for the Support/Rescstdines.

The resistance line turns WHITE whenever a new PINHOGH (PH text above the resistance line) occurs.
The support line turns BLUE whenever a Higher Phot (HPL text below the support line) occurs. An
uptrend is higher Pivot highs and higher Pivot lolmsan uptrend where the market is making a sefies
higher highs and higher lows the resistance lin&kifi TE and the support line is BLUE.

In a downtrend the resistance line is RED and tippart line in WHITE. The resistance line turns RED
whenever a Lower Pivot High (LPH text above thestasce line) occurs. A downtrend is lower Pivot
highs and lower Pivot lows. In a downtrend whereriarket is making a series of lower highs and fowe
lows the resistance line is RED and the suppoetiBAVHITE.

The Support/Resistance lines and text markers aitoafly adjust when the price bars change from RED
to BLUE or BLUE to RED and Kpa900 crosses KPAUTO®T@hese dynamic support/resistance lines
are a critical component in our trading strategiesve always look to buy higher pivot lows (HPLYlan
short lower pivot highs (LPH). This strategy meamswill always be buyers in an uptrend and shdkerse
in a downtrend.

There are some user defined variables that yoadprst on this indicator which we will discuss imo¢her
section. There is another indicator related totthés plots as a ribbon in a sub graph undernéatiptice
bars. KPPIVOT2TREND is based upon the same cora®ptan also be plotted on your charts.

Study the diagram above and we’'ll discuss usesathar section.
NOTES

Under Inputs User can adjust the distance of the TEXT plot intDéfsetTicks. User can also elect not to
display the text by setting Show Text to FALSE



KP E BANDS: 7,500 volume chart of ES
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KP E BANDS are a standard error price envelopeisital analysis of price action reveals some
interesting themes for traders. The E Bands reptesprice level where the market is in balancsimple
definition of a balance area would be called faiue wherein the buyers and sellers agree, at least
temporarily, that the market is priced correctly.

Naturally, emotions run high as fear and greed daieitraders decisions, so price tends to moveeabov
and below fair value as volatility increases. liow volatility environment prices tend to hug thé8Bnds.
Heightened volatility pushes prices well above @lolv the E BANDS. Consider the yellow line, whish i
the midpoint of the E Bands, as the mean. Pricgayal revert to the mean. Study how prices stutterye
time they hit the yellow line. Then as emotionsldbaigain prices tend to ‘Break Out’ on either sid¢he
bands. After a move up, or down, they always coawkto that yellow line.

Whenever a buying cycle terminates the first tabgetk down is the yellow line. Whenever a selliggle
terminates the first target back up is the yellme.|Once prices have tagged the yellow line agaimew
round of buying or selling unfolds.

This pattern repeats continually all day long. keglers using technical analysis for trading deosioe

are looking for patterns that repeat continualbtterns that we can quantify in terms of profit éosk.
There are some interesting patterns based upda Bands, which we will discuss in another sectibn o
this manual. The E Bands have user defined vasaléch you can adjust and the E Bands can beiosed
the Black Box Builder as a Filter or Alternate Tg& when designing trading strategies.

More on that later.
NOTES

Under Inputs_The default settings are LENGTB0 SMOOTHING:20 It is recommended that you use
default settings on all charts until you've expexinted with different settings for awhile.



NAPBACK: 7,500 volume chart of ES

KPSNAPBACK is another indicator based upon KPTRIGREENE. It is a momentum oscillator that
cannot be scaled to price so it is plotted in agnaliph beneath the price bars. The oscillator rbkesma
Sine wave and has two colors RED and BLUE.

This indicator has user defined variables thatgaw adjust, but we suggest using our default ggsttion
the chart above I've marked arrows and rectanghesev'SNAPBACK shows upside momentum
acceleration and downside momentum acceleration.cén follow the price action from those points. As
you can see SNAPBACK also filters out a lot of timése from short term bounces on the individual

candlesticks

The slope of KPSNAPBACK
resembles that of a Sine

Wave. As a buying cycle tops
out and begins to reverse we
see a change in the slope of
the vertical bars on Snapbacl

)

Same thing when a selling
cycle starts to reverse.

We'll have a further discussion of SNAPBACK in thext few sections.

NOTES
Under Inputs: LenDPO 8, Lenl 8, Len2 16, Len3 3. Use defauttreg initially.



KPVS:?SOvaumechaﬂQfES

-4000,00

KPVS is our VOLUME SURGE indicator. This is a rathmique indicator in that it is not tied to pride.
looks solely at the changes between up volume amsh dolume as defined by a custom algorithm. It
compares those differences on the current price tharalues going back as far as 20 price bargearid
uses the differences between the shorter ratiaadadger ratio to plot the vertical bars and cat@am.

Conceptually, this gives us a pure volume momemeading, which confirms the relative strength or
weakness in any price swing up or down. In essehisea way to determine whether buyers or seherse
control of the market. This indicator has usermkdi variables but it is a little complicated sosuggest
you use the default settings provide on the teraplat

One of the best features of this oscillator ig’mability to define an OVERBOUGHT or OVERSOLD
reversal pattern. On the chart above there arétaek horizontal lines on KPVS. These are placed at
17,000 and —17,000 for the 7,500 ES volume chattwle use. 17,000 or greater on KPVS is overbought
and —17,000 or lower is oversold.

Whenever KPVS hits or exceeds 17,000 and thendteethrn yellow we get an overbought reversal back
down. Whenever KPVS hits —17,000 or lower and thenbars turn yellow we get an oversold bounce
back up again. When you match that with KPSNAPBA@K get some terrific countertrend trading
opportunities based upon a volume reversal tiegitima price momentum reversal.

KPVS can be used as a FILTER or Alternate TRIGGER& Black Box Builder. We'll discuss KPVS
further on in this manual.
NOTES

Under Inputs VR length 12, VRMA length 12, VS length 10. UpMak,200. DownMax —17,000



KPMEDIUM: 7,500 volume chart of ES

THIS INDICATOR IS OPTIONAL
KPMEDIUM is a price momentum oscillator placed isub graph underneath the price bars since it ¢anno
be scaled to pricét looks at the midpoint of each price bar as thwei¢ price The highs and lows on a

price bar are assumed to be noise, although it acesphe midpoint of each current price bar tahiga
and low of the prior price bars as a referencehmmtgerm strength. It uses the Fibonacci sequéace
comparative values looking back 3,5,8,13,21 and&4 for ratios.

It takes a significant move to get this indicatmichange colors from Blue to Red. There are thhets pn
this indicator; Medium Up which is the Blue verlitars, Medium Down which is the Red vertical bars
and Medium MA which is a moving average of the dodicator plotted as a white line on that graph.

KPMEDIUM is a tool designed to keep you in a traddong as possible. By using the midpoint of price
bars as the critical reference it also attempfstés out the confusing noise associated with wdlial

price bars bouncing around erratically every seroftn a, ‘normal’ market environment, values afajer
than +10 or lower than —10 represent overboughtémie levels where price reversals tend to starhfr

Although KPMEDIUM has no user defined variablesah be used as a FILTER against other
TRIGGERS on trade set ups.

There are a number of other Kwik*POP indicatorsum tool box, but we've identified the most crifica
tools that we use for assessing trade patternsftfatreliable probabilities of success when tnagdihe ES
mini futures contract intra-day. We’'ll explore thge of these indicators and share trading ideasadther
section of this manual.

NOTES

10
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THE WHOLE PICTURE

00 i

S R

This is the standard mix of Kwik*POP custom indaratwe use on a 7,500 volume chart of the ES. These
indicators are included on the Workspace and Teteplfar all platforms on our installer page. Jodbé
safe, make sure these indicators are on that chart.
ON THE PRICE BARS: subgraph 1
1) KP Scorecard Colors
2) KPAUTOSTOP
3) KPTRIGGERLINEVMA
4) KPPIVOT2COLOR: Settings: (show text TRUE) TreBdange Ticks 2
5) KP E BANDS: Settings: LinRegLength 30 ..Smooghirength 20
6) KPNEWUPDOWN

5206.52

IN SUBGRAPH 2 UNDER THE PRICE BARS
1) KPFAST2 : Scaled to Right Axis

IN SUBGRAPH 3 UNDER THE PRICE BARS
1) KPSNAPBACK: Settings 8,8,16,3

IN SUBGRAPH 4 UNDER THE PRICE BARS
1) KPVS: Settings 10,12,10

You can add KPMEDIUM and other indicators to thisud if you desire. Discussions on trading concepts

will reference the indicators listed above.
NOTES

11



QUESTIONS ON Kwik*POP INDICATORS ( Whole Picture Chart)

1) On the Kwik*POP indicator chart of the ES whathe name of the aqua colored line?
2) What scorecard value is needed for a BLUE pra®

3) What two indicators must cross for the suppeststance lines to adjust?

4) What does HPL mean when it prints on the chart?

5) Which Kwik*POP oscillator examines ratio’s of Wplume and Down Volume?

6) What are the little Red and Blue dots on theghars?

7) What is the yellow line on the price bars?

8) Which oscillator assumes the midpoint of the@ibar is the true price?

9) What is the RED line on the price bars?

10) What indicator plots the SUPPORT/RESISTANCEdion the chart?

HOW THE MARKET REALLY WORKS

The first impressiomewer traders get of the market is that of a égbaséivage jungle where prices

whipsaw violently, back and forth for no rhyme eason.

Over the longer term, economic
fundamentals direct prices up or
down. But, from point A to point B
the market seems to meander in a
random fashion as fear and greed
kick in on every news event or
economic update.

In section 2 we'll discuss some
market realities and explore the
concept of momentum based
trading tied to specific patterns that
repeat continually in all markets.

You'll discover that as you bore
down beneath the surface carnage
there is a remarkable rhythmic
pulse driving prices up and down.
As you dig deeper you begin to see
distinct patterns that appear
continually in all time frames.

Those patterns are the language of the markety. ddmamunicate the level of fear or greed preseatlat
times. Those patterns tell you when the markekédyl to go UP, or DOWN. Learning those patternthis
key to your success as a trader. You need to uatherthe markets language and rhythm before you can
succeed as a full time professional trader.

TWO STATES OF REALITY

The first market truth is this; The market is alwéy one of two states, a BUYING CYCLE, prices
advancing higher, or a SELLING CYCLE, prices deidinlower. Some will challenge that statement and
reference a sideways price channel where pricegmpwand down in a horizontal channel. The statemen

12



is still valid because within that sideways chamrées are moving up (BUYING CYCLE) and down
(SELLING CYCLE) in a very narrow range.

Think about that statement for a moment. The mar&etonly go one of two ways, UP or DOWN. The
length of each move up, or down, is another isBaéore you go any further you must accept and ecgbra
that most obvious reality about the markets. # itbt moving higher then it's starting to move loweéit's
not moving lower then it's starting to move high€hat makes life much easier .. eh?

The second market truth is this; Prices never gogstt up or straight down continuously. Pricesaglsv
rotate between a selling cycle and a buying cyelen during Black Monday in 1987, an event describe
as a market meltdown, prices rotated back and fmetiveen selling cycles and buying cycles in apstee
intraday downtrend. The swings up and down werdlywigxaggerated, especially to the downside, but
there were buying cycles in between each steejngecl

The third market truth is this; There is alwaystheotrade. Every time the market rotates fromyargu
cycle to a selling cycle there is a trading oppaitiufor an aggressive trader. Never, ever assuwné/g
missed the only good trade because “There is alaagther trade”. Don't let your emotions (Fear and
Greed) create problems.

RECAP:
1) The market is always in either a buying cycle oa selling cycle ...AT ALL TIMES
2) Prices never go straight up or straight down catinuously. Prices always rotate between a
selling cycle and a buying cycle.
3) There is always another trade.

Trading involves patience, discipline and the &ptib anticipate the
markets next move. You are your biggest enemyl sitraés because fear
and greed will cause you to make foolish mistakes.

Mr. Market will do everything in his power to getyr emotions to flare
up. He knows that when you get emotional you'll makistakes and
HE'LL GET YOUR MONEY!

You need to operate like a computer, cold, dispasse and logical. That's
not easy to do when there is real, hard earned ynam¢he line for every
trade you take. Accept the fact that you'll neverds calm and logical as
Mr. Spock, but practice emulating him.

With practice and patience and by
continually reviewing the mistakes
you make you'll slowly get control
of your emotions and that is the
“Failure is simply the opportunity  first step you need to take towards
to begin again more intelligently.”  becoming a successful trader.
Those three market truths will help
you get control of your emotions
and we'll refer to them throughout
this manual.
Henry Ford
EEREY Many experienced traders reading
this page will consider those
comments no more than trite drivel, but ask yofinshl you are reading this manual. You wouldn’t be
here unless you are seeking something to help wepyour trading .. right? Too many experienceddrad
have made their reality so complex that they calonger see the forest for the trees. We are gmirsgart
with the basics and build a solid foundation aswewe forward. Accept those three market truisms and
build your trading strategy within that reality.

13



TARGETING TRADES USING MOMENTUM BASED INDICATORS

There are literally hundreds of technical tradiogl$ on the market, so many that it gets prettyfu=ing
for a new trader attempting to determine whichgauall help the most. Not understanding the purparse
application of a set of technical indicators redutteem to nothing more than some wiggly lines achart.
We've discovered that many small traders have wayntany technical indicators and, worse yet, they
don’t know how to use any of them properly.

Before investing in any indicator based software geed to understand the purpose of the indicatuis
the various techniques for using them properly. &Mre they designed to identify?”

At the risk of stirring up more confusion we’ll sleawith you the unique method th&tvik “POP
indicators use to identify each turning point intl@y on the ES futures market.

Price action is ultimately based upon two emotioriSEAR and GREED. Those two dominant emotions
are derived from changing perceptions of realisyeach new tidbit of economic news creates a kewe-|
reaction from market players. In short, the newanges perceptions of reality and that triggers Bedr
Greed, which are normal human emotions when cotdtbwith risk and opportunity.

Many veteran traders truly believe the market i$idng entity. It vibrates with energy from
prices moving up and down in a rhythmic pulsingimgtbased upon the fear and greed of its partitfya
similar to a heart pumping blood through a liviragip.

Obviously, the person that develops a reliable im&trquantify human emotion will make a ‘bazillion
dollars predicting the markets turning points ia fhture. In short, they will have the ultimate stey ball.

The rhythmic price action of the markets has atitenany scientists and various ‘eggheads’ with
experience in fluid dynamics and harmonics. Thi&g, &ll other flies caught in the markets web, dedi
that there is a mathematical solution defining haifme@havior and once the code is developed theyowill
able to ‘predict’, with great accuracy, which wag tmarket will move next.

It's easy to see why an expert in harmonics womld the stock markets intriguing.
Study this SINE WAVE for a moment.

Now, look at a 30 minute candlestick chart of th€>$00 Cash index SPX below. Notice the symmetry of
each cycle and compare that to the sine wave above.

14
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‘There are all sorts of resonances around us, invtbed, in our culture, and in our technology. Adi
resonance causes the 55 foot tides in the Bay nflf=uMechanical and acoustical resonances and their
control are at the center of practically every noagiinstrument that ever existed. Even our voices a
speech are based on controlling the resonancesiinhsoat and mouth. Technology is also a heavy use
of resonance. All clocks, radios, televisions, gpd navigating systems use electronic resonatotiseat
very core. Doctors use magnetic resonance imagingRI to sense the resonances in atomic nuclei to
map the insides of their patients. In spite ofgheat diversity of resonators, they all share mangnmon
properties’(science author)

The markets are no exception.
There is a distinct, rhythmic
- pulse, or pattern that appears in
every bull market or bear market.

o
F(8i=a; +Z a, cosnd +T b, sinnf
! A=t These harmonic patterns appear

on all time frames in all markets.
"it's Alivel” g '\,
! . Study the daily chart of th
= ) SPX belov.

The ‘BIG DOGS’, like Goldman
Sachs, no doubt have many ‘mad
scientists’ locked up in
‘contractual’ laboratories
developing the next trading
Frankenstein keyed to market
harmonics.

15
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Don’'t worry . This is not a discussion on sinusoids and Foarietysis. That stuff gets really deep and is
well beyond my limited intellectual capacity. Whah trying to impress upon you is the reality oftunaal
harmonic patterns present in all markets in aletinrames. Stated simply, markets never go straighur
straight down. They move up or down on impulse wadevarying frequency. The amplitude of each wave
is a function of volatility (the fear quotient). Wwovolatility produces a shallow cycle and highetatiity
produces larger cycles.
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If we define each half cycle as ap moveand a
down movein the market, we have identified a
trading pattern that will allow short term tradars
way to use price and volume momentum at each
turning point to score gains on a natural reocogrri
pattern in all markets.

In essence, when an UP CYCLE is exhausted, a
down cycle will commence. If a trader is aware th
a down cycle is beginning an opportunity to short
the market is present.

At

Conversely, when a down cycle is completed an dp
cycle will commence. This creates a buying
opportunity for a focused trader.

After you have studied enough patterns on a price
chart you'll begin accept and understand market
harmonics, the natural rhythm beneath the surfac

D

The next challenge is in objectively identifyingeth
peaks and troughs in order to target the buys and
short trades. You need a dramatic clue that alertg
you to a change in the slope of the wave, some
that confirms the completion of each half cycle.

That's where price momentum and volume
momentum come into play as tools that confirm t
completion of each up move and down move.

e




Exciterment

Depression
Optimism J0]

Fanic

Capitulation

Desperatiu n

A trading opportunity sets up whenever an up cgcldown cycle has completed. The tricky part is in
determining when momentum is starting to accelaratike opposite direction. A trader that can idfgnt
these critical turning points can capitalize onheammentum reversal by taking the appropriate lmng
short position just as the momentum wave is begito accelerate.

i
P

The purpose of the Kwik*POP indicators is to ohijesly identify each short term turning point in the
market by amplifying a price and volume momentukrereal. Compare the sine wave chart above to the
Kwik “POP 7,500 volume chart of the ES below.
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As mentioned earlier, these sine wave patternsaappeall markets and all time frames. Isolatihgge
patterns in various markets provides multiple tngddpportunities for a well capitalized privatedea
Study the 600 tick chart of the EURO CURRENCY FUTESRcontract below. Notice the harmonic
patterns that are quite similar to the ES charvabo

[ThT B=14120 A=14140 .7 Hi=1.4180 Lo=14064 \/=271852 S TSKPNewUpDown (04) .- -'S_TSKPScoreCardColor {

5 _TSKPSnap-Back (8.8,16,3,1,white, white,red,bluz,0,0,0,0.0) 000324 ¢

TheKwik “*POP indicators use a combination of custom indicat@sdal upon price momentum and
volume momentum to isolate the turning points amaficm a shift in momentum. The charts above show a
sideways market. Once a trend up or down commenesesill get the harmonic waves only the slope of
the chart is different. Look at a downtrend on B&00 volume chart of the ES below.
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The market dropped 18 points lower, a very big mbwt it didn’t go straight down. It cycled backdan
forth at a downward angle. This harmonic pattertypical of all downtrends and all up trends. Avae
trader needs to develop the discipline to patientlit until an up cycle is completed before takinghort
position in a downward trending market. That lashment sounds simple and logical but quite frankly
many newer traders have a habit of getting shdhteaénd of a selling cycle and getting stoppedoouthe
bounce back up.

It may have happened to you. You miss the optimairygoint to go short. Then, you watch prices go
lower and lower and lower. You start getting ups®d watch prices go lower and even lower. It l0d{es
the big crash and you are going to miss the whuoteyt In a mood of frustration, greed and panic gay
‘Screw it. I'm getting short here so | don’t migsyanore of the collapse!” You plunge in, right a¢ ttycle
low, prices reverse and rally back up against ymsition, you get stopped out for a big loss amahth.
THE MARKET TURNS BACK DOWN AGAIN!

confusion
frustration
anxiety
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Our indicators are designed to alert you when #&edgav or cycle high is forming. A certain pattesets up
and the price candlesticks change color as weh@somentum oscillators. In our on-line chat rosen
teach you to look for a specific pattern that con$ a cycle reversal. This momentum pattern apsaat
reversal points and once you learn it ... you'll afgrknow when to hold em’ and know when to fold em’

Let me demonstrate a typical cycle reversal onrgaNirader chart usingwik “POP . We'll look at a
downtrend and examine the end of an up cycle fabbtwy the beginning of a down cycle. Then we'tido
at the end of a down cycle followed by an up cytlgon't review all of the indicator readings irigh
review but you'll get the idea from what we examingether. First take a moment to study this 7,500
volume chart of the ES using NinjaTrader d&wlik “POP.

This was a downtrend and you can clearly ideittdth selling cycles and buying cycles at a glatcply
by looking at the color of the candlesticks.

This was a
downtrend and you
can clearly identify
both selling cycles
and buying cycles at
a glance simply by

looking at the color

of the candlesticks.

There is a rather
consistent pattern
that forms whenever
a BUY cycle or a
SELL cycle expires

VA and the market

begins to reverse.
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Red candlesticks are bearish and represent aystdl. &/ou’ll notice that even if the close is highiean the
open on a candlestick it remains red as long asdlieg cycle persists. The color of the candbsis
based upon price and volume momentum. As longeapribe/volume momentum remains negative the
candlesticks remain red.

Blue candlesticks are bullish and represent a lgakecThus we have two easy to identify cycles ..DRE
candlesticks are a sell (down ) cycle and BLUE testitks are a buy (up) cycle. Yellow candlestiaks a
neutral or transition color. They warn us that motae strength is decaying and a potential revessal
building. Think of yellow candlesticks as a yelltight at an intersection.

Next, study the background color of the chart avith the candlesticks. When the background is BLUE
that’s bullish. When the background color is TAM({th bearish. We painted the background color to be
certain that you don't lose site of the currentleytf you are short and the background color tinng
...well, you had better cover your short positioryou’ll take a hit.

Study that aqua blue line on the candlesticks fmoanent. That is a price oscillator scaled to psceve
can place it right on the candlesticks. We c#flRIAUTOSTOP. It's our LINE IN THE SAND. All cycle
changes start with a close above or below thatdimea color change on the candlesticks.

Notice the first black arrow on the left side o tthart. The candlesticks had b&JE with little blue
dots underneath. Then, the color changedBbLOW (think of a yellow light at an intersection). Uighs
momentum was beginning to break down. That doesneain the half cycle is completed, but it's a
warning that the bulls are taking profits and swalack.

The confirmation of a half cycle change is whenYli LOW candlestick, with a red dot above it,

CLOSED BELOW KPAUTOSTOP (that aqua blue line ond¢hedlesticks). Remember that | mentioned
that KPAUTOSTOP was our line in the sand. If prickse below AUTOSTOP and the colors change then
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the up cycle is over. The first red candlesticlobeKPAUTOSTOP confirms the new down cycle. Also
notice the change in the background color of theetch

Remember that there are only two
ways for the market to go .. UP or
o DOWN.

Once an UP CYCLE is completed,
................................. the market will then move back

<2\

. : ? ‘ - ; DOWN. The sequence described
- above happens at all turning points.
It happens many times every day i
1 the ES futures market

Let's look at the second black arrow highlightihg &nd of a down cycle. The pattern is just theosjte.
Notice the first YELLOW candlestick that closed kabove KPAUTOSTOP. That signaled the end of the
SELL CYCLE. Again, a color change from red to yelJ@and a close back above that aqua blue line.
Notice the change in the background color of thertth
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Arrow 2 shows the beginning of an UP CYCLE after tarmination of a DOWN CYCLE. Now study the
third black arrow. Again, an UP CYCLE expires whba candlesticks change color and close below
KPAUTOSTOP. Arrow 3 shows where the next DOWN CY Gidinmenced.

Support Line

® 2010 NinjaTrader, LLC

KPSNAPBACK(E,16,3,6,.2,0,0)

o=
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Study the pattern on arrow 4 and arrotARE YOU SEEING SIMILAR PATTERNS HERE?
THESE PATTERNS REPEAT ALL DAY LONG 5 DAYS A WEEK!ReKwik “POP indicators are
designed to target each cycle change from UP to DIOW

TheKwik “POP indicators are tied to market harmonics by
using short term price momentum and volume moment
algorithms that and are designed to accentuatbaimning
and termination of each cycle in the market. Olierriext
several pages we’ll examine the key indicators tised
determine a cycle change.

Please become familiar with the Kwik*POP indicators
referenced in section 1 as we’ll be referring tenth
frequently over the next few sections of this manua
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ALL ABOUT KPAUTOSTOP

In case you've not picked up on this yet, thera ismiform color scheme with the Kwik*POP indicators
The colorBLUE represents a BULLISH environment. The cdkiD represents a BEARISH environment
and yellow is a neutral condition. When things Bt&JE we are in a BUYING CYCLE. When things are
RED we are in a SELLING CYCLE. Study the 7,500 Volu@Bleart of ES below.

H. -
g i .
| # *w I " '
ﬁ " mﬁi #ﬁ
fr.

The aqua blue line on the candlesticks above isKPBSTOP. KPAUTOSTORP is the line in the sand, the
fifty yard line. On the upper side of that line ttendlesticks are blue and the bulls have confrifle
market. On the lower side of that line the candilikstare red and the bears have control of the ehark

Crossing KPAUTOSTOP

You will never see a red candlestick close above
KPAUTOSTOP. Whenever candlesticks close ABOVE
KPAUTOSTOP they will always bBLUE or yellow.

You'll never see a blue candlestick close below
KPAUTOSTOP. Whenever candlesticks close BELOW
KPAUTOSTOP they will always bBED or yellow.

KPAUTOSTOP segregates the BULLS from the BEARS.
Whenever the price bars start crossing KPAUTOSTOP a
CYCLE CHANGE is forming. Remember from our earlier
discussion, there are only two states for the ntarke
BUYING CYCLE and a SELLING CYCLE.

A BUYING CYCLE commences on the firBiLUE price bar
Gy, to close above KPAUTOSTOP. A SELLING CYCLE begins

‘Q with the firstRED candlestick to close below
KPAUTOSTOP. Please review those last few statenwmsagain very thoroughly.

Every cycle change (buy cycle-sell cycle) occuremthe price bars cross KPAUTOSTOP and change

colors fromRED to BLUE or vice-versa. Every trading opportunity we targeturs on a cycle change
and every cycle change occurs when the price bass KPAUTOSTOP and change color from BLUE to
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RED or vice-versa. Think this whole concept throfmha few moments. Earlier, we mentioned that in
order to be a successful trader you must anticithetenarkets next mov&Vvell, the market only has two
moves ... UP or DOWN. Prices are either going to caimve KPAUTOSTOP and go into a buying cycle
or crosshelow KPAUTOSTOP and go into a selling cycle. That maieseasier for us ...eh?

Whenever the price bars start crossing KPAUTOST@fcke change may be forming. If the price bars
cross KPAUTOSTOP and close above or below, anddles change from Blue to Red or vice-versa the
CYCLE has changed. Once the price bars change rolorRED to BLUE, or BLUE to RED a cycle
change is confirmed. All trades occur on a cyclencfe!

All trades that we target occur on a cycle chafjecycle changes occur when the price bars aods
close above, or below, KPAUTOSTOP. If we put twad &mo together here we can ANTICIPATE the
markets next move when the price bars start tesdtosugh KPAUTOSTOP. Think about that for a
moment. The most important line on the price balsSRAUTOSTOP. The first thing you look at on the
7,500 volume chart of ES in tHXSJSINEMNE line KPAUTOSTOP. If the price bars are blue, abov
KPAUTOSTOP we are in a buying cycle. If the priggdare red, below KPAUTOSTOP we are in a
selling cycle.

ANTICIPATING A TRADE SET UP
Whenever you first look at the 7,500 volume ch&fE® ask yourself these questions.

1) Where are the candlesticks relative to KPAUTO8PO
2) Are we currently in a selling cycle (red pricar® below KPAUTOSTOP ) or a buying cycle ( blue
price bars above KPAUTOSTOP ) ?
3) Are the price bars starting to move closer &i time and possibly getting ready to cross
KPAUTOSTOP?
Always study the relationship between the pricestzaxd KPAUTOSTOP. Every trade we target occurs
when the market goes from a selling cycle to afgigiycle or from a buying cycle to a selling cycle.
Every cycle change occurs when the price bars sewdirection andloseabove or below KPAUTOSTOP.

Crossing KPAUTOSTOP

| realize that I'm beating a dead horse here, thistis the most
critical aspect of our trading strategy ... anticipgta cycle
change.

On a BUY set up we want to step into the tradegsstipside
momentum is really beginning to accelerate.

On a SELL set up, again, we want to hit the butight when
downside momentum is beginning to aggressivelylacate.

By watching where prices are, relative to KPAUTO T, @ve

can anticipate a cycle change and get prepareal tieding
opportunity. Anticipating the markets next movel getting

ji prepared in advance of that happening is a critioperative
required of a successful, consistently profitabdelér.

o

We'll talk about filtering out trades, trend tragdesunter trend
trades and so forth later on. For right now, yoedh® focus on how every cycle change sets upveay
close attention to KPAUTOSTOP on the 7.500 volutmartat all times.

As mentioned earlier, it is the line in the santideen the bulls and bears. It tells us when thechuddhe
market is changing. It tells us when fear is overicm greed or vice-versa. When price bars stagsing
KPAUTOSTOP a tradable opportunity is setting up @edmust be prepared to capitalize on the shomt-ter
cycle change.
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ALL ABOUT KPSNAPBACK
In order to understand KPSNAPBACK we must haveief loliscussion on another indicator called
KPTRIGGERLINE since SNAPBACK is derived from TRIGKEINE. Triggerline is one of the very first
Kwik*POP indicators. It was designed as a tool tnitor the velocity of price moves up, or down.

In it's original form it was scaled to 100 and péat in a sub graph underneath the price bars like a
momentum oscillators. It was rather volatile andppld around pretty fast. One night, after overgang

an excellent single malt scotch | changed a fevwabtes and managed to scale TRIGGERLINE the same
as price. That allowed me to plot the oscillatghtion the price bars. That was a dramatic imprevernm
using the oscillator, visually, because it's unigharacteristics became more obvious.

51 108175 1080,50 108050 100,

ABOVE PRICE |
ABOVE PRICE

BELOW PRICE

The midpoint of a price bar is the HIGH + the LOWided by 2. Whenever the TRIGGERLINE is above
the midpoint of the price bar that shows upside ewtom acceleration. Below the midpoint of the price
bar shows downside momentum acceleration. With SEOMRDCOLORS, when the TRIGGERLINE
gets at or below the midpoint of the price barsphee bars are usually red, or ready to turn Aedthe
TRIGGERLINE moves back above the midpoint of thiegbars, the price bars turn blue or will turneblu
shortly.

So, TRIGGERLINE above the midpoiigtbullish and_below the midpoins bearish. Here is where it gets
interesting. As the velocity of each move accets@tiRIGGERLINE actually moves out ahead of thegoric

bars. Notice the circle on the price bars at phiffRIGGERLINE actually jumped out ABOVE the price

bars as though it was pulling the bars up. Notimiet3 which is even more dramatic. THAT'S
MAXIMUM UPSIDE ACCELERATION.

Now notice poind. TRIGGERLINE actually jumped below the price bargl seems to pull the price bars
lower. By plotting TRIGGERLINE right on the pricats we get an interesting profile of how a
momentum oscillator works. Unfortunately, TRIGGERH is one of those indicators that requires close
observational attention and it can distract yotinag¢s, or even worse ... fake you out.

In the heat of battle we don't have a lot of timeahalyze things. We must see a clean ,distinté¢qraand

respond to that in a relatively short period ofdim order to gain an edge on the market. Triggenmnoves
around very quickly, so we needed a way to ‘smdadbdut.
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INDICATOR SYNERGY
In Section 1 we briefly touched upon KPNEWUpDowrisjdhose red and blue dots that appear on the
price bars. That indicator uses an entirely difié@dgorithm than KPTRIGGERLINE, yet it mimics the
movement of TRIGGERLINE. It's not precise, but @enough to be used as a proxy fgharp change
in the slope of TRIGGERLINE. Study the chart bel®etice the change of slope in TRIGGERLINE and
the dot colors.

Notice that when TRIGGERLINE makes a hard rightlarigrn, up or down, the dots change color. Again,
the dots will miss some of the turns in TRIGGERLINE& they pick off most of the major turns. That's
important because when two indicators that areifmpét totally different things align in the same
direction something of interest is happening. WRBWGGERLINE moves out ahead of the price bars
something significant is unfolding.

KPTRIGGERLINE and KPNEWUpDown dots can flip baclddorth rather quickly so we need a way to
smooth them out. That's what KPSNAPBACK is all abduis derived from KPTRIGGERLINE and
allows us to monitor momentum acceleration, bageth TRIGGERLINE, and smooth out some of the
random noise in the market.

There is a zero line and two colors for SNAPBACEd and blue. Obviously, BLUE is a bullish condition
and RED is a bearish condition. The white line vgedghted average of SNAPBACK. The white line is
there to AMPLIFY the change in the slope of SNAPBAC

PLEASE NOTE: The change in the slope of the oscillator is nzigeificant than the color of the
oscillator. Many people assume that the oscillatast be BLUE for a buy or RED for a sell. Don’t \wpr
about the colors. On a buy seti®SNAPBACK ABOVE THE WHITE LINE? That's the most
important consideration. On a sell setiBgSNAPBACK BELOW THE WHITE LINE? The
relationship of the vertical bars to the white linghe definition of momentum acceleration up owd.
Above the white line is bullish momentum accelenatand below the white line is bearish momentum
acceleration.
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TRIGGERLINE |

Study the chart above carefully for a few momentg white line on the candlesticks is
KPTRIGGERLINE. The red and blue dots are KPNEWUpRowhere is a pattern on every price reversal
you must observe, study, ponder and learn to resfmwhen it occurs.

Whenever TRIGGERLINE makes a sharp right angle, tupnor down, the dots change color and the
SLOPE of Snapback changes. When the turn is snaggh Snapback either drops below it's white line
or goes above its white line. Study the verticaklmn Snapback whenever they go above or below it's
white line. Now notice the color of the dots and tthange in the slope of TRIGGERLINE.

On every reversal in price (significant reversh§ tlots change color and Snapback crosses its livigte
Please remember that the color of Snapbacks vieotica are not as important as whether the verttiaed
are above or below it's white line. We don’t neegtot TRIGGERLINE on our chart as the change in
slope of Snapback and the change in the coloreofitits tell us when TRIGGERLINE has made a sharp
right angle turn.

The price bars bounce up and down quite frequemttymany times they can intimidate you or spook you
out of a good trade. The high and low of each poeis market nois@.he midpoint of the price bar is

the true price. Whenever a significant reversal in price develibpekes more than one price bar to turn
the oscillators from bullish to bearish and vicesae Don’t get mesmerized by the individual prieesh
moving up and down.

The oscillators are designed to smooth out randaece jaction and alert you when a significant reakis
setting up. Whenever a significant reversal in@igcsetting up we start to see familiar pattemshe
oscillators. Learn those patterns and you are peejgar a cycle change well before it happens.

Please remember that technical analysis is retlbaut pattern recognition. We are observinggrat
that repeat continually in all markets and all tifreenes. By observing these patterns time and &éigzen
we are able to quantify the efficacy of the pattamterms of points gained or lost on a trade thagp®n a
particular pattern. The Kwik*POP indicators areigesed to amplify certain patterns that tend to il
better than average results in the context of @dega ratio over any 300 trades.

300 events, or patterns, is the lowest samplingement from a statistical analysis perspectiveyand
should be prepared to use 1,500 events or more déwsigning your own methods on the Black Box
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Builder. Based upon the frequency of patterns @580 volume chart of the ES your test results khou
encompass a minimum of 6 months worth of tick datgithing less than that, will not produce reliable
results.
WES -7 | s [=1064.00 0.00 0.00%
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Please study the chart above for a few momentsSGGRIRLINE is not on that chart. The AQUA blue line
on the candlesticks is KPAUTOSTOP. The NEWUpDowtsdmve been circled where they matched a
significant change in the slope of Snapback. Whatsignificant change in the slope of Snapback?

Whenever the vertical bars cross the white lineugown.

Grab a piece of paper and a pencil because weoarg tp start constructing a spreadsheet, or cheaki
things that are important whenever a significaitgpreversal is imminent. When observing pattemsa o
Kwik*POP chart we are always going to look from toghottom. Many times we’ll get plenty of advance
warning on a cycle change. Other times we must igaackly and our decision to respond quickly vaé
based upon the prevailing trend. We’'ll touch omdilater on in this document. There are threepebn
the chart above labeled 1,2 and 3.

When the DOTS change color and Snapback crosseghitesline we have an event. At poibthe dots
change from red to blue on that yellow candlesti#tice how Snapback moved above its white line.
THAT'S A MATCH! The color change on the dots wastated with a distinct change in the slope of
Snapback (it crossed its white line). THAT IS A SIIGICANT EVENT.

Now lets study poin? for a moment. Notice the red dot above the bluliestick. When that red dot
appeared Snapback dropped below its white linet'§ hanatch. A match is a SIGNIFICANT EVENT!

Let's study poinf3. When the blue dots appeared Snapback moved dsonbite line. THAT'S A
MATCH! Whenever the DOTS change color and Snapleagkses its white line we have a

MOMENTUM REVERSAL BUILDING STEAM. At pointl momentum was accelerating to the

UPSIDE. At point2 momentum was accelerating to the DOWNSIDE. At pdimomentum was
accelerating to the UPSIDE again.

Looking from top to bottom whenever we notice argf®in the color of the dots, a change in the stipe
Snapback and then, when the price bars cross AUTIPSAnd change colors, we have a CYCLE
CHANGE. These are patterns you want to look falktimes, as they are a call to action. We wiher
initiate a new position or offset a position whesea SIGNIFICANT MOMENTUM REVERSAL
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OCCURS. We are momentum traders. Whenever thersignificant shift in momentum there is a trading
opportunity at hand. When a momentum reversal @ogith a reliable price chart pattern we'll takeia.
The relationship between NEWUpDown dots, KPSNAPBA& KPAUTOSTOP exposes a critical
pattern on every cycle change. On your checkleselare the areas of concern.

1) Where are the price bars relative to AUTOSTOB®w it or below it?
2) Are the price bars yellow and approaching AUTQ®&P

3) Have the dots on the price bars changed color?

4) Has SNAPBACK crossed its white line when thesditanged color?

Whenever the price bars cross AUTOSTOP and chasige @ CYCLE CHANGE is occurring. When the
dots change color and SNAPBACK crosses its white § momentum reversal is occurring. When a cycle
change is occurring we waltO re MO mentum. We wartMOMO ! We want a STRONG MOMENTUM
profile to support every cycle change if we arengdp risk money on a trade. When we talk about MDM
we are referring to a combination of momentum resms/e and beyond the dots and snapback.

ALL ABOUT TRIGGERLINEVMA

On the chart below, that red line is TIGGERLINEVMAs mentioned earlier, that is a variable moving
average of TRIGGERLINE.

KPTRIGGERLINE VMA _

TriggerlineVMA has two purposes;
1) As atiming tool for offsetting a trade or canfing entry on a trade.
2) As a Tone indicator defining short term stréngp or down.

TIMING: By smoothing Triggerline with a variable movingeaage we get an interesting plot when
matched against the price bars. As the velocignofip move increases, the price bars pop above \iMA
stay above VMA until the upside momentum beginahliate. As long as the price bars continue to CLOSE
at or above TriggerlineVMA you stay long as thattsen maximum upside velocity is achieved as
measured by TRIGGERLINE.

As upside momentum begins to weaken, the pricediase below VMA and the slope of Snapback begins
to reverse. If the price bars close back below V& change colors, you are advised to take profits
a.s.a.p.. Study the two up moves on that chart.n&ter you see a close back below VMA and you can se
a gap between the vertical bars of Snapback amehite line a momentum reversal is building.

30



Now study the down move on that chart. Same rydesyaStay short as long as the price bars staybel
VMA. If the price bars CLOSE back above VMA and yare a gap between Snapback and it's white line
an upside momentum reversal is unfolding and yawlshcover all short positions.

TONE: TRIGGERLINEVMA is also used to define relativeesigth UP or DOWN by crossing
AUTOSTOP. Whenever TRIGGERLINEVMA crosses up abAET OSTOP there is short term strength
UP. Whenever TRIGGERLINEVMA crosses below AUTOSTtEre is short term weakness present.

Notice that second up move again. At one poinptiiee bars closed well below TRIGGERLINEVMA,
changed color to yellow and Snapback dropped vedtivi its white line. Yet, TRIGGERLINEVMA

stayed WELL ABOVE Autostop. When that happenslistgou that the move is strong and there is more
to go. You can re-enter a long position as prieeseback up to TRIGGERLINEVMA.

It is important to remember that TRIGGERLINEVMA aBNAPBACK are both tied to TRIGGERLINE
and are used as a way to smooth out and trankltadvement of Triggerline in an easy to understand
pattern..

In our discussion thus far, we've
examined five critical Kwik*POP
indicators; Scorecard colors,
NewUpDown dots, Autostop, Snapbe
and Triggerline VMA.

Those five indicators provide a lot of
valuable information on short term
momentum conditions present in the
market.

Those five indicators are the ones you
need to study and understand like the
back of your hand.
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To be brutally honest, those are really the ontljgators you need. We know that there are onlydyaes
for the market; a buying cycle or a selling cyéée know that every cycle change occurs when theepri
bars cross Autostop and change color from Red tie Bt vice-versa.

There is a synergistic link between these fivedatiirs and at all turning points in market cyclesnailar
pattern sets up between the dots, VMA, shapbackiartakstop, warning you of an imminent cycle change.
Each cycle change is a call to action to eithdfaitd@ a new trade, or offset and existing trade.

Please take some time to go back and review tloesion on these five indicators as they are atdhe
of every trading opportunity that is presentedgo u

Before we discuss some of the other indicatorsngmd to review what we've discussed already. Lsetés
how much of this information you've retained thas.f

1)

2)

3)

4)

5)

6)

7

8)

9)

TEST

In order for the market to move into a confirmed.BENG CYCLE what must happen on the
7,500 volume chart?

TRUE or FALSE a blue candlestick can close belawtoAtop.
Of all KP indicators on the 7,500 volume chart, ethone is a measure of very short term
momentum?

When TRIGGERLINEVMA is above AUTOSTORP is that beaf?

What indicator is SNAPBACK tied to?

What colors are KPVS?

What are the values for KPFAST2?

What indicator plots the SUPPORT/RESISTANCE linegiee chart?

What does HPL mean?

10) What oscillator is the line in the sand betweenlthiés and the bears?

11) Finish this statement “There is always ....... "

12) What are the five core indicators on the 7,500 na&chart?

Please go back and review all material until yauayle to answer all 12 questions.

Good judgment comes from experience, and a lothafttcomes from bad judgment.
Will Rogers
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Let's examine the conditions (patterns) that sed @ach cycle change. The first thing we look #hés
price bars and their distance from AutoStop. Therlaek at the color of the dots and the color efphice
bars as they approach AutoStop. Notice that apribe bars approached point 1 they were BLUE, they
had BLUE dots underneath and they were above Aajcstd TriggerlineVMA. As the momentum started
to reverse;
1) dots changed color
2) Price bars closed below TriggerlineVMA
3) Price bars changed color
4) Snapback dropped below it's white line
Those are the classic symptoms of a cycle chartyek Bf that pattern as a
YELLOW LIGHT AT AN INTERSECTION. It's a warning sig that flashes
when a cycle change is imminent. If you are long @t pattern flashes you
better take some steps to save your profits asla change may occur.

When the price bars closed below Autostop and turad the cycle change
was complete. The Buy cycle was over and the $eleavas under motion.
Please remember that a sell cycle does not staFaURED candlestick
closes below Autostop.

Notice point 2A above. We got the warning sign, thiet price bars did not
close below Autostop and turn RED.

Look at point 3. Same pattern and this time weagogcle change.

Why did we not get a cycle change at point 2A? Whe different on that warning pattern?

At point 1 and 3 notice that Autostop and TriggeWMA were starting to converge as the yellow
candlesticks started touching Autostop. At pointR#ggerlineVMA was way above Autostop and going
sideways.

That's a subtle difference and quite frankly, frartrading standpoint you should always take praiits
long position when the dots turn red and the catitles start closing below TriggerlineVMA. That il
allow you to save more profits before the cyclengfes. If you hold a long position until a red castick
appears you'll give up way too much profit.

Lets examine point 2 on that chart where we weahfa selling cycle back into a buying cycle. Saypet

of pattern. The dots changed color as the candksstiame back up to Autostop. As prices crossed
Autostop we got a color change confirming a cytlange. Once a BLUE candlestick CLOSED above
Autostop the selling cycle was over and the bugiygje was underway. Remember that blue candlesticks
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above Autostop is a buying cycle and red candkstielow Autostop is a selling cycle. As the cycle
begins to reverse we always get the WARNING PATNB#ich is;

SELL CYCLE SET UP
1) dots changed color
2) Price bars closed below TriggerlineVMA
3) Price bars changed color
4) Snapback dropped below it's white line
Once the price bars close below Autostop and tiD fhe selling cycle is in motion

BUY CYCLE SET UP
1) dots changed color
2) Price bars closed above TriggerlineVMA
3) Price bars changed color
4)Snapback popped above it's white line
Once the price bars close above Autostop and tukhEBthe buying cycle is in motion

The WARNING SIGNS OF A CYCLE CHANGE are patternsuyeed to study, patterns you need to train
your eye to look for, patterns that will make a HE)@ifference on the bottom line every month. If you
know a cycle change is forming you are preparegspond properly from a tactical perspective.

Although these patterns will never be exactly icxht
they will be similar enough that you'll eventuatjgt
that sense of déja vu on every cycle change.

The 3 patterns on the chart above are pretty much
what you'll see on every cycle change.

Make a spreadsheet, or checklist of what to loolsto
you are prepared.

Trading is very similar to driving a car. Many tgs
are happening all around you but you learn to fazus
the ‘CRITICAL’ things.

One of the ‘CRITICAL’ things for a trader is being
aware of a potential cycle change. Small tradezdair
s game for the big traders and the big dogs are alway

] R TR N setting traps to crush the little traders and thké
A [ R R TR

money.

S SR R W N NI S,
Whenever they set a trap they leave a footprinin the market. We can detect that footprint when t
WARNING SIGNS OF A CYCLE CHANGE appear on our ckai¥ou must learn those patterns and
respect them ... otherwise you are a sitting duck.

There are essentially two types of trading styles.
Predictivemethodologies such as Elliott Wave, Fibonacci
analysis and Market Profile attempt to predetermihere a
cycle change will occur based upon a wide variétyetrics.

<X

.5F

Reactivemethodologies, such as Kwik*POP, respond to
physical changes in the price patterns when theyrday
looking for repetitive patterns, or ‘footprints’ahtypically
appear at every turning point in the cycle.

-0,
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It is important that you understand the differeheéveen these methods. With Kwik*POP, we are not
looking to target a cycle HIGH or cycle LOW in gidWe are trading momentum and we only initiate a
trade when there are visible signs of momentumlat&on. We exit a trade when there are visibigsi

of momentum decay. The WARNING SIGNS OF A CYCLE ONBE are used to offset an existing
position and prepare to take another positionéntiarket as the momentum on the new cycle begins to
accelerate.

Sell Zone

/

Once a price nadir or apex has been achieved mamdregins to accelerate in the opposite direct®on a
the new cycle kicks in. That momentum shift repnésa trading opportunity in the direction of thean
cycle. If a price cycle HIGH occurs at a Fibondewkel, Point of control or Wave count level .. teajreat,
but we don't respond until we see a shift in moraamtWe always let the market show us that a nevecyc
is unfolding and momentum has begun to accelefdtiek of a surfer trying to catch the wave as ésts
and rolls into the beach. We are trying to cateéhrtftomentum wave as it approaches maximum
acceleration.

Buy Zone

Start thinking for a few moments about how
" this puzzle is being put together in a logical
format. The market has two cycles. In
essence there are only two teams in this
league ... the BULLS and the BEARS.

BULLS

Autostop is the line in the sand segregating
the bulls from the bears.

Before prices cross Autostop we can see a
pattern that warns of an imminent reversal.

BEARS

When prices cross Autostop and change
color we know which team has control.

We are fair weather friends in that we bet on whiah team has control of the market at certaintpam
time. We go with the flow in that we only tradeevhwe can see signs of momentum strength up, on.dow
We don’t know why prices are rallying or in decliaed it really doesn’t matter to us. All we needkmbow

is who is in control of the market and how stromghe momentum reading? Once prices cross Autostop
and change color to BLUE or RED we have a cyclenghaand that is a call to action to either offset a
existing position in the market or to initiate axngosition in the market.

THAT’'S OUR ENTIRE GAME PLAN AND THAT'S WHAT WE DO AL DAY.
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ALL ABOUT KP E BANDS

I've painted the E BANDS to accentuate them. Injlimader and SierraCharts you can color the ceriter
the EBANDS but you can't do that in TradeStatibhe EBANDS are a representation of ‘Fair Value'. |
realize that's a rather nebulous term but if yowsthed out all of the wild swings up and down thest
price for the market at each 30 minute intervarisund the middle of the EBANDS.

Prices always roll back towards the yellow linejekhis the midpoint of the EBANDS. We call that lpe¥
line the ‘mean’. We are dealing in an extremelyati¢ and emotional arena so prices tend to ovetsthe
mean many times, but eventually come back to toletyellow line again. Prices ALWAYS come back to
the mean. ( Remember...prices never go straight ggraight down).

There are three lines on our EBANDS, the upperefoand midpoint (the mean). In many ways price is
like a drunken driver trying to keep his car in thildle of the road. The drunker the driver, theeno
exaggerated the swerves above and below the EBANMIBEMe. When the driver only has a mild buzz he
can keep his car closer to the middle of the rédlden he is really blitzed .. well, you get a cHiket the

one above.

Let’s consider the drivers intoxication level as Yolatility in the market. In an environment where
volatility is increasing, the swings back and faatiross the mean become quite exaggerated. In a low
volatility environment prices have a great deadlifficulty getting through the EBANDS. Short term
volatility tends to increase as the market chaffiges an up trend to a downtrend or vice-versa. As
volatility increases the price swings above andWwdtBANDS become more pronounced.

The upper and lower sides of the EBANDS act likie sgpport and resistance. As prices come throbgh t
mean, heading higher, the upper EBAND acts asmnegistance. If prices manage to ‘Breakout’ above
the upper side of the EBANDS they then tend to m®te 10 ticks higher. On the downside it's the sam

Here’s the rule to follow; On the upside, if pricdese above the upper EBANDS and prices contiaue t

close above KPTRIGGERLINEVMA, no red dots appeat S8napback is still accelerating up (above its
white line) odds favor a continued move higher.

On the downside (prices coming down through the EBS&) we look for the same, but opposite pattern
where the lower side of the EBANDS act as potestigiport. Study poira andd on the chart above. At
pointa the prices stayed blue, stayed above VMA, dotewére, snapback stayed above it's white line

and prices broke out another 8 ticks higher. Anpdiwe had a downside move. Prices broke below the
lower side of the EBANDS, price bars stayed realyesl below VMA, dots stayed red and Snapback stayed
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below its white line. Prices moved 8 ticks loweni®sD andC were a little trickier. The market almost

stalled out at both those points as the dots clthogier at poinbd and we got a close below VMA at point
d. Volatility was running on the high side and tharket followed through on the breakouts.

In terms of linear price movement, the EBANDS gisea visual milestone that helps define the streaft
moves up and down. A ‘breakout’ above or belowEBANDS is a sign of strength. Also, the EBANDS
give us moving support and resistance barriersclehese ‘soft’ support and resistance bandsusscm
higher volatility environments prices can brealotlgh them relatively easy. When the market is frend
up, or down, volatility tends to diminish slightiynd the EBANDS act like a barrier on any counteveno
against the prevailing trend.

Many traders want to initiate a position in a tremdi hold on against any counter trend moves aghies
trend. In a lower volatility trend, the EBANDS wibntain any counter trend moves against the trend
acting as soft support or resistance. If a countgrd move manages to ‘breakout’ outside the EBANDS
trader is advised to abandon any remaining positeanthat usually means the trend is changing.

ALL ABOUT KP PIVOT 2 COLOR

As mentioned in an earlier section KPPIVOT2COLOBtpdynamic support and resistance lines on the
charts. These lines are what we refer to as ‘HARIpport and resistance lines as compared to tfté ‘so
support/resistance lines on the EBANDS. These kulgst and change colors automatically throughout
the trading session. The reason we call theseHand® support/resistance lines is that it takes a
considerable reversal in price and momentum fasethimes to change.

The price bars can flitter around up and down bes¢ lines won’t adjust until a certain sequencevehts
takes place. Their construction is tied into KPSEIRRDCOLORS. Prices must reverse a certain
distance and the colors on the price bar must eh&ogn red to blue or vice-versa before these linids
adjust. Once they adjust to a new price inflecpoimt they go horizontal on the chart until a nefleiction
point appears. The color of the lines define thartsterm trend.

In an UP trend the Support line is BLUE and théstaace line is WHITE. IN a DOWN trend the
Resistance line is RED and the Support line is WHIWhenever a new PIVOT HIGH has formed the
letters PH appear above the Resistance line. Wiererew PIVOT LOW has formed the letters PL
appear below the Support line. Whenever a HIGHERHI LOW forms the letters HPL appear on the
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Support line. Whenever a new LOWER PIVOT HIGH forttne letters LPH appear above the resistance
line. Study this brief summary for a moment.

1) Uptrend... Resistance line is White, Support LitnBLUE
2) Down trend.... Resistance line is RED, suppo# ImWhite.
3) PH=Pivot High, PL=PIVOT LOW

4) HPL=Higher Pivot Low , LPH=Lower Pivot High

We've all heard the expression ‘The Trend Is Youekd'. It really is and here is why. If the
consensus of opinion is bullish then the market$en move higher in a series of stair steps.
Remember that the market never goes straight apyitys cycles back and forth between a buying
cycle and a selling cycle. But, in an Up trend bloging cycles tend to be longer and stronger. The
pullbacks tend to be relatively shallow in compainis

If you take only the buys in an Up trend your wéio tends to be higher and the gains per trade are
higher. Fighting the trend is more challenging antll the trend expires it can quite expensiveryi

to fight the herd. The same principal applies oavn trend where the declines are longer and
stronger than the countertrend bounces back up.

In an UP trend HPL prints in BLUE as a Higher Pikotv forms. What do we mean by a Higher Pivot
Low? Each inflection point, where the candlestickange from blue to red or vice-versa is what we
call a PIVOT POINT. This is not to be confused vatRloor Pivot or anything of that nature. These
are actual momentum reversal points that occudaglllong in real time. If the current low bounce
point is higher than the previous low bounce puietsay it is a HIGHER PIVOT LOW. In other
words we are always referencing the last inflecpomt.

Notice points 1 and 2 on that chart. The cycle rea@ back to a buying cycle at those points as the
price bars turned blue again. When that happeagittot markers go horizontal from the lowest red
bar before the cycle reversed and if that PIVOT L@Wigher than the prior PIVOT LOW then HPL
prints and the Support line turns blue.

The Support line remains blue and stays blue agadgrprices don't close back below the support line
When prices rally up above the Resistance linethed turn back down again PH prints above the
Resistance line letting you know that a new PIVOGH has formed. In other words, the new PIVOT
HIGH (PH) is higher than the previous PIVOT HIGH.
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What is an UP TREND? A series of higher highs aigtidr lows. In Kwik*POP terms an UP TREND
has a WHITE RESISTANCE line and a BLUE SUPPORT LIME&d .. we see PH and HPL print on
our charts. From a strategic vantage we BUY on Bh.HPlease make a note of that. HPL means we
are in an Up trend and the preferred strategy id@frend is to BUY THE LOWS. The pivot lines
and HPL confirm when the cycle has changed and@GHHER PIVOT LOW has formed. When you
see HPL print on your chart YOU BUY.

All trends end at some point. An Up trend is cortgide(Finished, Kaput, Over) whenever prices close
below the support line. Study point 3 for a moméstsoon as the red candlestick CLOSED below the
support line the up trend was over. When the catidles close below the support line prices are
making LOWER LOWS .. right? Prices are LOWER tham nost recent pivot low. You can’t have an
up trend (higher highs and HIGHER LOWS) if prices making lower lows can you?

Those pivot markers provide a wealth of strategfarimation and are also a timing tool. Let's
summarize an Up trend profile;

1) Uptrend... Resistance line is White, Support LisnBLUE.

2) Onyour chart you see ...PH on new Pivot Highs, ldRL on Higher Pivot Low

3) When HPL prints ... YOU BUY

Please remember that the pivot markers do not appiathe cycle changes ( candlesticks change
color from RED to BLUE or vice-versa).

Study point 2 and point 3 on that chart above. Pdiwas a HPL buy, but it FAILED to make it up to
the resistance line at 1071. It rolled over andadrdown. This is what we call a FAILURE SWING.

In an up trend each new buying cycle forms a moomargurge that takes prices up to and beyond the
resistance line, making a new PH. If the upside sxtom fizzles out half way there and prices turn
back into a selling cycle (red candlesticks) befoeking a new PH we call it a FAILURE SWING

and it usually means a trend reversal is settingfbp new downtrend is confirmed once prices close
below the support line.

Point 3 was a FAILURE SWING and it led to a new DAWREND. Now here is what is significant
on that failure swing. Notice that once the cydiarmged back into a selling cycle (red candlesticks)
the Resistance line turned down, turned red, werizdntal at the highest blue bar and LPH printed o
the chart. We SELL SHORT when LPH prints. In ottverds we got an LPH SELL SIGNAL off that
failure swing. A Downtrend profile is the opposittan Up trend.
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1) Resistance line is RED, Support line is WHITE
2) Onyour chart you see LPH on lower highs andRInew low pivots.
3) When LPH prints YOU SELL SHORT

On the charts we've observed in this section thene several trades. They are marked on the chart
below as TREND TRADES or Counter TREND TRADES.

As mentioned earlier, in a high volatility enviroant the pivot swings are more exaggerated and that
allows an aggressive, seasoned trader to takeewend trades. We do not recommend counter trend
trading for newer traders as the risks are greatest times, than the trend trades.

Trend trades (trades with the prevailing short teland) are LPH and HPL signals. On the chart above
the blue and red arrows mark the trend trades siial white arrows are counter trend trades. We'll
examine every trade on this chart after we addumast two indicators KPFAST2 and KPVS.

Every day the ES futures market gyrates up and dowarseemingly random pattern but, upon closer
examination, there is a structure and rhythm tanthekets movement.

As the market cycles back and forth from buyers
to sellers a trend unfolds.

Eventually, as sentiment changes and demand
dissipates an Up trend terminates and a new
Down trend begins.

On the chart above you can see both an Up trend
and a Downtrend.

Regardless of which way the market is trending
the SINE wave pattern we discussed earlier
always prevails as the market rotates back and
forth between buying cycles and selling cycles.

Like we've mentioned many, many times “The marl&tar goes straight up or straight down.” At

each termination point in a cycle a similar pattegts up on our charts warning us of an imminent
cycle reversal. Every cycle change is a call tioads it represents a tradable opportunity.
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ALL ABOUT KPVS
KPVS

KPVS is a rather unique indicator in that it does consider price in it's final calculation. Itlssed
completely on algorithms defining volume conditiateived from bid/offer, tick and contracts tradéde
are using a 7,500 volume chart. That means thatacandlestick cannot form until 7,500 contracteeha
traded. There is no time correlation on volume thak new candlestick may form in 10 seconds doag
as 3 minutes, it all depends on trading activity.

Although each candlestick requires 7,500 contriactse traded the volume can be segregated into UP
volume and DOWN volume on each candlestick. A castatk may have 4,000 in up volume and 3,500 in
down volume or 2,500 in up volume and 5,000 in destume. By smoothing the data and comparing
various look back ratios we come up with an odmiléghat displays positive or negative volume and i
shows volume acceleration in one direction or agioth

As with all Kwik*POP indicators the color schemeaasher easy to follow; BLUE is bullish, RED is
bearish and YELLOW is neutral. This oscillator ged to confirm the strength of any move up or down
based upon price momentum. In an UP move the slbg@VS should be positive, turning up above its
white line as the ratio of buyers to sellers startshange in favor of the buyers. As the movéheoupside
attracts more and more buyers willing to pay higire higher prices KPVS turns blue showing upside
STRENGTH.

On the downside we get just the opposite as the odbuyers to sellers favors the sellers. KPV&odr
below its white and turns red as selling pressutensifies.

A logical question comes up frequently when disitigsgolume on futures contracts. How can you say
there are more buyers than sellers when in ordex frade to be recorded every buyer must be matiche
a seller to complete the ‘futures’ contract? We thgeterm more buyers than sellers, or more sehens
buyers to simplify the structural context of whahappening. In the futures market there is praltyic
unlimited supply available. You can offer contraitissale at any price above the market and ifeliea
willing buyer ready to pay your asking price ... bang get a contract trading at your price.

If you think that last statement through for a moimgu begin to realize that volume in the futuresrket
relates more to demand. Sellers continue to offpply at higher and higher prices until demand
dissipates. As the buyers start to lose enthusieynare no longer willing to pay the highest dagfitprice
just to get in. In fact, they are backing off wagfifor lower prices. When that happens the sefiend
lowering their asking price in pursuit of a willityer. As prices start turning back down more rzode
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buyers back off and sit idle. That forces the selte aggressively lower their asking price. ATesi
continue to slide those that were willing buyerdieaget nervous and turn into sellers as wellafllike
throwing gasoline on a fire as panic grips the reatémporarily. Bids are hit on the way down bt th
offers swamp available bids as prices continuamabte. At a certain price the buyers appetite pagks
and there is a noticeable change in the bid/agk Rtices start clawing back up as higher offeesgetting
hit. Then more and more willing buyers start chagddack in to get some cheap prices and the ctaless
all over again.

This pattern plays out many times in the marketyeday, 5 days a week, 20 days a month.

Over and over the cycles
repeat. The Kwik*POP
indicators amplify these
patterns.

KPVS is our VOLUME
SURGE indicator and it
gives us a meaningful
measure of the level of
demand present in the
market at any point in time.

As a new buying cycle
begins we should see buying
enthusiasm on KPVS as the
vertical bars move above the
white line and eventually
turn blue.

When the bears grab hold of

the market KPVS should
plunge well below its white
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line, eventually turning red as panic grips thekataitemporarily. As mentioned earlier, KPVS is aair
tool for defining the strength of moves up or daaw it's also a great overbought/oversold barometer
We'll discuss readings on KPVS as we examine thaeis on those charts later on.

ALL ABOUT KPFAST?2

KPFAST2

KPFAST?2 is a binary oscillator with only two valyg®sitive (blue +1) or negative (red —1). Thisidador
examines the midpoint of each price bar in relatthe high, low and midpoint of price bars x pes
earlier. The theme is that the midpoint is the ptiee and the high and low of each bar is noise. B
measuring the ratio between the current midpoitliéchighs and lows of previous bars we can define
acceleration up or down and eliminate a lot ofrtbese and fake outs attributable to the range efakt 5
price bars.

Because of its reliance on a smoothed midpointremsicaling, Fast2 doesn't flutter back and forth
frequently. It tends to stay locked in one directay the other until a significant reversal develophink
of FAST2 as a tone indicator. It tells us whethersterm momentum is bullish or bearish. It's aitie
tool for confirmation on a cycle shift because oitadanges colors, most of the time that's thalfshoe
to drop confirming a momentum reversal.

Many newer people to Kwik*POP feel that we have itwemy oscillators and it's a bit of overkill. Yoart

add or delete as many indicators as you desirdebué the 5 core indicators on your chart. Althafse
indicators look at price momentum and volume monmerfrom a different angle. When a diverse group of
oscillators all turn blue at the same time or takyurn red at the same time we have mosaic afings
forming a composite pattern of STRENGTH UP or STRHEN DOWN.

As traders we want to BUY on strength and we war8ELL on strength. We are not looking to out guess
the market and we don’t have enough capital ta fig charging herd. We alwago with the Flow

When we can detect momentum strength up, or ddwenodds are fairly good that we can plunge into the
pool of sharks and come back out in one piece sdthe profit for our efforts.

We are going to walk through some trades on thetslahove, but first it's time for another quiztjts be
certain we're all on the same page. Before goingfarther please take this test and answer all topres
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TEST
1) Finish this sentence .. “The market never goes”...
2) List the 5 core indicators.
3) Which indicator only looks at Up/DOWN volume?
4) Does Snapback have a yellow color?
5) What are the plot values for FAST2?
6) Which indicator gives an overbought reading ealae of 17,0007
7) What are the four warning signs that a buyingleys ending?
8) What indicator segregates the Bulls from therBea
9) What indicator has a line called ‘The Mean'?
10) What side of its white line should Snapbaclobdor a BUY set up?
11) What are the 4 warning signs that a sell cigclnding?
12) When does an Up trend officially end?
13) What action do you take when HPL appears on gbart?
14) What color is the Resistance line in a Downdfz
15) Which indicator plots the Support/ResistanoedP
16) At what point does a BUYING CYCLE begin?
17) When TRIGGERLINEVMA goes above AUTOSTOP whagslithat tell us?
18) What two indicators reference the midpointhaf price bars in their calculations?
19) What should you do when LPH appears on yourteha
20) Did you leave your car keys on the kitchen t¢erth
Before going any further please answer all of thipsestions. If you are stumped just go back and
review the material once again. In order to usekKROP effectively you must know the basics on the
critical indicators.
The colors and schematic on the chart are desigmaahplify critical turning points in the market.
Each indicator flashes a certain pattern whenewscke reversal develops and when these various
indicator patterns align in the same direction \&eeha tradable opportunity. Looking for PATTERN
ALIGNMENT is your only job as a trader using Kwik&rP.
Learning the patterns on each of the indicatorsudised thus far gets you 80% of the way to the goal

line. Don't short change yourself. If you can't enas those questions go back and review the material
again.
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We’'ll go over some trade management ideas latém tis manual, but for now let's operate on this
basis. On every trade you buy (or short) 5 congtaébu initial trailing stop loss is 10 ticks (2Bints)
away from your fill. You automatically take off ®tracts at a 4 tick gain leaving net long or siort
contracts. Once prices go 4 ticks in your favorntoailing stop on your remaining runners goesaip t
4 ticks below your fill price. You'll dump your 182 contracts at an 8 tick gain.

Point 1 was an aggressive counter trend short.tk&fthg was it counter trend? The market was in an
up trend. How do | know it was in an UPTREND? Laikhe color of the SUPPORT and
RESISTANCE lines. ( Read All About Pivot 2 color).

A yellow candlestick closed below TRIGGERLINEVMA. iikd dot appeared above that yellow
candlestick. Snapback dropped below its white MielAT ARE THE 4 WARNING SIGNS for the
beginning of a SELL CYCLE?

QUESTION: Why would you even consider a countemdrehort trade? Notice that KPVS got above
17,000 (that black line) and then dropped back dbginw its white line and turned yellow. When
KPVS goes above 17,000 the market is overboughttendeaction back down is usually 2-3 handles
lower from the trigger bar.

A more conservative trader would pass. An aggressiell capitalized trader would take the shot
because of the overbought reading on KPVS. As piteene through Autostop the candlestick started
turning red. Snapback was below its white line, KEPNMas below its white line (momo heading down
with price) and FAST2 turned red.

THE RISK ON THE TRADE... Counter trend and a possigieersal at or below the mean as that's
where a lot of higher lows set up from. Based dnydill and offset the trade worked.

Trade number 2 was a standard HIGHER LOW tradeath#&wik*POP users must learn to take.
Whenever the market is in an Up trend we are ekxpgatHIGHER LOW (HPL) Buy Signal to form
after any pullback from the current PIVOT HIGH (PBepending on volatility, there are two areas
where a higher low typically forms in an Up Treihtla strong rally the pullbacks off a new PH are
usually rather shallow and the HPL forms insideENBANDS between the MEAN and the lower side
of the E BANDS.

With greater volatility, prices may punch below thever E BAND. In that instance we look for a HPL
to form about 6-8 ticks below the lower E BAND. &e make a note of that. On any cycle change off
a new PH in an Up trend, we look for a HPL to faither in the lower middle side of the E BANDS

or 6-8 ticks below the lower E BAND.

45



HOW DO WE KNOW WHEN A HIGHER PIVOT LOW IS FORMING?

What are the 4 signs of an imminent cycle changepoint 2 the market was about 8 ticks below the
lower E BAND. The dots started turning blue. Piiees closed above TRIGGERLINEVMA. Price
bars changed color and approached the line inatheé. Snapback was above its white line and heading
up to the zero line. Also, notice that KPVS wasitog up as well.

Once prices crossed Autostop Fast2 turned bluegribe bars turned blue and HPL appeared on the
chart. What do we do when HPL appears on the cNgEBUY!! Notice on the blue candlesticks that
formed FAST2 was blue, Snapback was blue and exatiglg upwards with price, KPVS was blue
and accelerating upwards with price. Everythinthm kitchen sink was flashing BUY.

SETUPS34and5

From the Higher Low HPL Buy signal at point 2 tharket blasted off and rallied nearly 10 handles
higher. As we mentioned earlier, the reason faitigwith the trend is that the moves, in the dimt
of the trend, are usually stronger and tend tol¢asger.

Set Up 3 was a counter trend short trade, bubthéshad greater odds of success than the previous
counter trend trade at point 1. Here’s why. Stué®§ on that big rally. Early on it went above
17,000 and rolled back down. The market hardly leddand instead spurted higher again. On that
second wave up KPVS again went above 17,000 andduttown. At that point (where the ? ? are) we
had all of the symptoms for a selling cycle to kickClose below VMA, red dots, color change on the
price bars Snapback started to drop below its wimig Prices drifted below AUTOSTOP but WE
DIDN'T GET A RED CANDLESTICK. In fact, prices reveed back up and pressed even higher.

This is what happens when the bulls go crazy aedrtarket gets EXTREMELY overbought. As
prices rallied up to 1071 notice the bearish dieagg on Snapback and KPVS. Prices were making
higher highs but our momentum oscillators were mgkbwer highs. That's known as bearish
divergence between momentum and price. That usmedbns when the market finally pulls back off a
new PH the pullback will be quite strong. The rubband gets really stretched out and finally snaps
back in the opposite direction. These type of ceutrend trades have much better odds at producing
consistent gains.

As prices rolled back down off the 1071 area weegcangain get our 4 warning signs of a cycle change.

Dots turned red, price bars closed below VMA, pbees changed colors and Snapback dropped
below its white line. This time, as prices begamssing AUTOSTOP the candlestick started turning
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red and that was the ALL SYSTEMS GO signal to ¢etrs The red bar that triggered the trade
actually closed below the MEAN. That was the firstdle to get through. Notice that by then FAST2
was red and Snapback and KPVS were both BELOW THEHRTE LINES and heading down with
price. That's very important. Whenever we takeaalérwe want momentum with us. When we go
SHORT we want Snapback and KPVS to be below theitewines. Don’t worry about the color of
the vertical bars on Snapback and KPVS. Your reatern and critical question is this.

ARE THEY ON THE CORRECT SIDE OF THEIR LINES FOR THITRADE?

Remember that it's the change in slope
(direction) of those oscillators that is
our critical concern . In other words is
momentum building in the proper
direction on this trade?

Think back to the discussion on SINE
waves. As the candlesticks start
turning red Snapback and KPVS
should be starting to accelerate to the
downside with prices. The white line
on those oscillators is a visual way to
amplify the change in slope.

Whenever we take a SHORT trade we
want Snapback and KPVS to be below
their white lines.
Whenever we take a buy we want Snapback and KP$8 tbove their white lines. We are
momentum traders trying to catch a momentum wave ugéd the analogy of a surfer trying to catch
the right wave. We are trying to catch a momentuawenthat occurs as everybody realizes that the
market is turning down on a short trade. As lorgsaut and new shorts enter in, bids and offers go
down and momentum accelerates to the downside.

OK, so that counter trend short trade worked. Newestion. What was the first warning sign that the
selling pressure was getting weaker and the mavlstgetting short term oversold?
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Study KPVS on that short trade. Notice how it goivd to —17,000 and then started turning back up
again? When that happened look at the price barticéNthat a candlestick closed back above
TRIGGERLINEVMA and the dot changed to blue? Thedtastick stayed red but Snapback moved
back above its white line. Had that candlestickéuaryellow you would have had to abandon the trade
right there. It didn’t turn yellow, but shortly treafter we did get a candlestick back above
TRIGGERLINEVMA and that one was yellow... and it hadhlue dot on it ... and Snapback was way
above its white line and accelerating higher.

Now look at KPVS. It actually got above its whiitee, got above 0 and turned blue. CYCLE
CHANGE IMMINENT! That's when you must cover youmners on the short trade and get ready
for a BUY SIGNAL. Remember, the support line idl &fiue and the resistance line is still white. We
are still in an Up trend and we always expect adridow buy signal to form in an Up trend whenever
prices fall back down off a new PH.

Set up 4 was quite ugly and the trade eventualfyld®a out. Hey, there are going to be losing trades
and in order to succeed as a trader you need o teaccept a losing trade and move on. In an Up
trend, on average, for every 4 HPL signals, 3 eirttwill work for a minimum of 4 ticks or more.
Those are pretty strong odds and as traders wesasstially, PLAYING THE ODDS. That means
you must force yourself to take every HPL in anttémd and every LPH in a Down trend.

Here is the only caveat on set up 4. On the wayndaffvthe last PH prices smashed well below the
lower E BAND. When prices first poked below the &vE BAND the lower E BAND was at roughly
1068. 50. Prices dropped all the way down to 10®B#4&fore heading back up again. Whenever prices
drop 16 tics or more below the lower E BAND the mdpack up is usually very sloppy and the odds
of success drop down to about 60%.

YOU MUST STILL TAKE THE HPL BUY. Those are still gnl odds and you never know if the
market might explode higher in another buying fsene got our warning of a cycle change as the
dots turned blue, a close above VMA with a yellamdlestick and Snapback was above its white line
heading up. Prices crossed AUTOSTOP on a blue estick and we HIT THE BUTTON. This trade
got ugly right off the bat and notice that yellomndlestick with a red dot that appeared a few bars
after the trade was initiated. The momentum patters positive but the price action was horrible.

Whenever we take a buy, there are two hurdlespitiees must get through. First, they must breakout
above the upper E BAND. Then, they must breakoatalthe white resistance line. On this trade
prices could not cleanly breakout above the uppBARD. Notice how long they struggled to get free
of the E BANDS. Prices were caught in the gluehef E BANDS and that's when some subtle
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warning signs began to appear. Notice how TRIGGERRMMA started to blend in with

AUTOSTOP. That's not good. TRIGGERLINE VMA shoullivays pull away from AUTOSTOP on
an up move. Count the number of blue candlestit&skept tapping on the upper E BAND, but could
not break free with any strength. That’s not a gsigth because time and price are components many
traders use to determine when to cut bait. Thig veds feeble and taking way too long to breakout.

Now look at Snapback. Notice how it started to doefow its white line. That's not good . Like that
old Creedence Clearwater song .. ‘| see a bad radsimg.” The bears struck quickly and killed off
any remaining bulls on that yellow candlestick vathed dot. That candlestick closed below VMA and
below AUTOSTOP in one devastating swoop. As thapeaed KPVS and KPSNAPBCK dropped
well below their white lines heading down. That dl@stick told you to ABANDON SHIP NOW!!

Set Up 5. The toughest thing for a trader to do ke a loss on one trade and go right back in on
another trade. That'll take some experience befotehave the courage to do that. Fortunately, there
are only two ways for the market to move UP or DOMN ain’t going UP then is gotta be going
down! That makes our decision easier. The market faddateak out above the E BANDS, much less
the resistance line. Instead it turned back dowy.dfose attention to what printed on the chartrwhe
that red candlestick appeared.

LPH

What do we do when LPH prints on our chart? We GIDBT!! Look at the color of FAST2 and
Snapback when that red candlestick appeared. WasBack below its white line? Was KPVS below
its white line? This is the normal profile on a LemHigh Sell Signal, LPH.

FORCE YOURSELF TO TAKE LPH TRADES.

On a short trade there are 2 targets that prices bneak through. The first target is the loweesid

the E BANDS. The second target is the Support Il second red candlestick smashed through both
of those lines with conviction and prices droppdth@dles lower (24 ticks). If you quit after gegtin
knocked out of the earlier buy signal you gave a@hance to recoup your loss and turn a very nice
profit on the short trade.

TREND CHANGE

Once priceglosedbelow the support line the Up trend was over. Wéces close below the support line,
prices are making a LOWER LOW. We always referaheesupport/resistance lines in terms of trend
definition. An Up trend ends when prices close fetloe support line. After all, you can’t have anttgnd
(higher highs and higher lows) if prices are maKkiger lows... right? In a downtrend the declinesdtém
be longer and stronger than the counter ralliek bac Therefore, in a downtrend we favor the shrades.

Notice the bounce back up leading to set up 6eBriame back into the E BANDS and got hung upen th
glue again. In a Down trend we are expecting eacinter trend rally back up to fail and result iroter
lower high sell signal (LPH). Remember that a Daendl is a series of Lower Highs and Lower Lows. A
Downtrend remains in force until prices close babkve our Resistance line.

Set Up 6. WE ARE ANTICIPATING A SELL SIGNAL TO FORMO WE ARE PREPARED TO ACT
IMMEDIATELY. Note that the same pattern appearedtmat yellow candlestick. It closed below
TRIGGERLINE VMA and closed below AUTOSTOP. It hadR&D dot on it. Snapback dropped below its
white line. KPVS dropped below its white line. KPEA2 even turned red on that yellow candlestick.
AND .. MOST IMPORTANTLY, IT WAS A LOWER HIGH SELL 8NAL ONCE THE

CANDLESTICK TURNED RED (LPH). On all sell signalsdre are two targets that price must get
through.

1) the lower E BANDS.

2) the Support line.

Set Up 6, the second short trade, smashed thraathhdrgets and dropped all the way down to 1055.75
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Please go back and review all 6 set ups again ahe motes on the structure of the indicators &t eac
turning point. The market was in an Up trend itiifiand then things started to change..

We had a FAILURE SWING on set up 4.
Prices broke below the Support line, which
started a new Downtrend.

These patterns repeat all day long in the
futures market as fear and greed motivate
the players to buy and sell.

Each cycle change represents a potential
trading opportunity. Each cycle change has a
similar set of conditions, or readings, on our
indicator grid. First we get a warning and
then a sell cycle unfolds. Then, we get
another warning and a buy cycle unfolds.

Back and forth all day long. This is the
rhythm of the market every day regardless if
it's an up day or a down day.

REVIEW OF IMPORTANT ELEMENTS AND CONCEPTS .

TRENDS:
An up trend, higher highs and higher lows, remairferce until prices close below tiBdue support line.
A downtrend, lower lows and lower highs, remaingoirte until prices close above tRed resistance line.

Up trend profile
Resistance line is White, Support LineéBisUE .

On your chart you see ...PH on new Pivot Highs, ldRd. on Higher Pivot Low
WhenHPL prints ... YOU BUY

Downtrend profile

Support line is white, Resistance lineRIED

On your chart you see ... PL on new Pivot Lows BR&éH on Lower Pivot High
WhenLPH prints ... YOU SELL SHORT

Buy Signal Barriers

Depending on where the pattern sets up, theremarareas of resistance that you must watch clasely
prices advance. The first level is the upper E Béthe candlesticks change color in that arepriepared
for areversal. A close of 3 ticks above the ugp&and usually signals a push higher. Most tirifes,
prices get above the upper E Band they’ll run agoéhto 8 ticks higher. Once prices breakout alibee
upper E Band the next target is the resistance Gmee again, at that level be on guard for any exdom
breakdown.

Sell Signal Barriers

Depending on where the pattern sets up, therevararteas of support that you must watch closely as
prices decline. The first level is the lower E Balidhe candlesticks change color in that arepitepared
for a reversal. A close of 3 ticks below the loweBand usually signals a push lower. Most tinffes,
prices get below the lower E Band they’ll run amoté to 8 ticks lower. Once prices breakout belogv t
lower E Band the next target is the support linec®again, at that level be on guard for any moument
breakdown.

50



Cycle Reversal Warnings

Always be on guard for a cycle change. Just whentlyimk the market will keep going higher ... it
usually reverses. Remember ... markets never g@bktrap or straight down, they cycle back and famth
a sine wave pattern, rotating from a buying cyola selling cycle and back to a buying cycle. Lémk
the patterns warning of a cycle change at all times
SELL CYCLE SET UP

1)dots changed color (red)

2)Price bars closed below TriggerlineVMA

3)Price bars changed color ( yellow or red)

4)Snapback dropped below it's white line

Once the price bars close below Autostop and tilED fhe selling cycle is in motion

BUY CYCLE SET UP
1)dots changed color (blue)
2)Price bars closed above TriggerlineVMA
3)Price bars changed color ( yellow or blue)
4)Snapback popped above it's white line
Once the price bars close above Autostop and tukhEBthe buying cycle is in motion

A Sell Cyclebegins on the first red candlestick that closdgww&PAUTOSTOP
A Buy Cycle begins on the first blue candlestick that clodesva KPAUTOSTOP

Momentum Confirmation

Before you take a BUY SIGNAL be certain KPSNAPBA®@Kabove its white line. It can be red or blue as
long as its above its white line and acceleratipgyards with price.

Before you take a SELL SIGNAL be certain KPSNAPBA@GKbelow its white line. It can be red or blue
as long as it's below its white line and accelagtiownwards with price.

NEVER TAKE A TRADE WHEN SNAPBACK IS ON THE WRONG SI DE OF ITS WHITE LINE.

Additional confirmation of signal strength is canfied when KPVS also moves on the correct sidesof it
white line as a cycle reversal kicks in.

When KPFAST?2 turns blue and KPSNAPBACK turns blod KPVS turns blue we have complete
momentum alignment reflecting upside acceleratiomaximum levels.

When KPFAST?2 turns red and KPSNAPBACK turns red KRY¥'S turns red we have complete
momentum alignment reflecting downside acceleratiomaximum levels.

Using Kwik*POP with predictive trading methodologies such as Market Profile, Elliott Wave and
Fibonacci analysis

Let's assume a buying cycle has commenced andngoleg off an HPL set up. You bought at 1075 and
prices are now at 1078. At 1080 we have MP’s Pafii@ontrol threshold, an R1 floor pivot, a multngé
frame Fibonacci resistance number and we are iave W rally on a 30 minute chart.

Should you automatically sell out at 1080 and pudn order to go short at that price??
NO! NO! NOL
Many times prices can blow right through what appéa be a solid resistance or support level. Ytay s

long and start watching for the warning signs thatalways get at the termination of a buying cyStart
watching KPSnapback to see if it drops below it#eviine. Look at KPVS. Has it gone above 17,000 an
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turned back down below its white line as we appihaae 1080 area? Do you see any red dots? Have the
candlesticks closed below KPTRIGGERLINEVMA yet? ldahe candlesticks changed color? Stay long
and look for the warning signs. If they appear wod believe that this 1080 level is a major bartinet

may stop the rally and trigger a downtrend ... thenhayt of your long positions and get ready to Skedrt

on the first red candlestick that forms.

In other words, let the market prove to you thaté¢his not enough ammo left to blast through thatiér.
Once the evidence on your chart supports an imrhieeersal ... then respond.

THREE TIERS ON Kwik*POP MOMENTUM READINGS

Short Term Momentum Reading ... the red and blue @kRPNEWUpDown)
Intermediate Term Momentum Reading ... KPSCORECARDORB
Long Term Momentum Readings ... Fast2, Snapback, KIRWPSIEDIUM

When everything turns blue or red we have maximwmentum alignment. Please note that we do NOT
need to have maximum alignment to take a tradea¥arying to catch the wave as it is crestingriteo
to get filled at the point where momentum beginmtave into full throttle.

FOUR BASIC PATTERNS YOU NEED TO LEARN

When using the 7,500 volume chart there are 4 lpadterns that you will see 85% of the time evaay.d
1) HPL buy signal
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2) LPH sell signal

3) V spike continuation pattern
4) Inverted V spike continuation pattern

Patterns 3 and 4 are a little more risky than ah BIFLPH signal, but they appear quite frequemntly i
strong rallies or declines. They offer an oppotiuto get into a strong move if you missed the
beginning, or an opportunity to add to an exispiegition as the market follows through.

V spike patterns have two components ... the SET tdRPtlee TRIGGER. Without the proper set up
there can be no trigger. The TRIGGER is the coowlithat tells you to hit the button and take the
trade. We'll examine a V spike continuation pattera buying cycle first. Initially, some peopletge
confused on the definition for the set ups on theedterns, or they read things into them that ate n
part of the set up.

Whether it's a V or inverted V our initial focusasways on thédllGH of the candlestick. We don't
care about the low until we have a proper set opPEEASE MAKE A NOTE ON THAT. During the
set up phase all we care about is the high ofdinellesticks. The lows mean nothing to us.

THE SET UP

You are long, we are in a buying cycle, price l@aesblue, dots are blue and all oscillators ane.hit
looks like “You're going straight to the moon AliE&'hen something weird happens. It’s like a
vacuum develops in the market. Momentum is bullsh,the price bars start stalling out. It's like
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prices have run into a brick wall and can go ndvaig Your warning bells go off as this might be a
cycle reversal forming. Then prices start to dafter and just when you think the market has sfalle
out ... boom ... it blasts off again and rallies uméav highs.

Study that V spike for a moment. There is a sgbpatpern that prepares you to buy on that TRIGGER

BAR.

1) We are in a buying cycle. Everything is blue

2) We get a minimum of 2 EQUAL or LOWER HIGHS incegssion. Study bars 1 and 2. Bar 1 was
an equal high to the previous bar. Bar 2 was aaldtjgh to bar 1. That's 2 EQUAL or LOWER
HIGHS IN SUCCESSION. Bar 3 was a lower high. Weldaet one equal high and one lower
high or we could get 2 lower highs but, they mustus one right after another. Notice I've not
mentioned anything about the low of those candiksti

That's the set up for a V spike buy signal. Twormre, EQUAL or LOWER highs in succession.
Once we have a valid set up in place we are nowngaior a TRIGGER bar. The TRIGGER BAR,
after a valid set up, is the first open blue castitté that CLOSES ABOVE THE HIGH OF THE BAR
PRECEDING IT.

Please note that the TRIGGER BAR must be an opemndandlestick (closed higher than it opened)
and it must close above the HIGH of the bar prewedi Study that pattern carefully for a few
minutes.

This pattern is especially prevalent on oversolanter trend rallies back up off a new PL. Pricesieo
up to the upper E BAND, start rolling back down @hen BANG, a V spike breakout propels them
through the upper E BAND and they rally anotheicBs higher. This pattern is a good one to use on
an aggressive counter trend buy because the patiews resolve on the part of the bulls as more
willing buyers pile on and press bids higher.

Study the chart below for a moment. Prices movexk @ the upper side of the E BANDS off a new
low, which is where a failure on the bounce ususds up. Prices started to roll back down, but
MoMo was still very bullish. A V spike pattern utded and prices broke out above the upper E
BANDS and rallied all the way up past the resistalime starting a new Up trend. It was a very
impressive counter trend move back up and the kespinfirmed the strength of that rally.
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An aggressive trader would have used that V spétiem as an entry on a buy.

Notice the SET UP. Everything was bullish. Twawwre equal or lower highs in succession. Now
notice the TRIGGER BAR. The first open blue cantitésthat closed above the high of the
candlestick preceding it after we got a valid getThe V spike continuation pattern shows bullish
strength and many times, on a counter trend bowaed] be able to buy on that strength ... if you
know what to look for!

The Inverted V spike is ... the opposite of a V spldany times an inverted V spike can be a little
scary, as we'll sometimes get a shift in some efitidicators. We'll examine one of those
‘challenging’ trades on the chart below. This go@d chart example to use because it points out the
significance of the support line and why it carab#angerous area when you are short.

This inverted V spike was in the direction of threymiling trend. We had a LPH short signal that set
up right on the support line. The indicator profile the LPH was not totally aligned as KPVS siiltih
a positive skew when the red candlestick appeakeddon’t need to have total alignment, but KPVS
should be dropping below its white line on a slsettup. If you jumped the gun on this trade, yakto
some serious heat as the market almost revers&dhmmother way.

As mentioned earlier, there are 2 barriers on &t $faale that prices must break through. The first
the lower side of the E Bands and the second iS8RPORT line. When the LPH red candlestick
appeared, prices had already broken below the |&\@ands. That was one down and now the only
obstacle remaining was the support line. Pricebgutdhe support line and then turned back up the
other way. The candlesticks actually turned tooxellAs long as the yellow candlesticks don’t close
above TRIGGERLINEVMA or AUTOSTOP, we can hang ierf. There were not blue dots on the
yellow candlesticks. A scary short trade nonettseles
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OK. Here is the set up we look for on an invertedpike.

1) We're moving down and then the candlesticks nfake more EQUAL or HIGHER HIGHS. In
other words the candlesticks are moving againstrémel. Notice candlesticks 1 and 2 on the chart
above. We had 2 or more equal or higher highsdégeession. As long as the candlesticks don't
close above triggerlinevma or autostop we're stijplay. Notice that snapback was still on the
right side of its white line and we didn’t get dplye dots on those candlesticks. Came damn close
to getting a cycle reversal on that one. Like tisaiscary set up if you were already short on that
first red candlestick off the LPH.

2) Once we have a valid set up in place (2 or nagreal or higher highs ) the first solid red
candlestick that closes below the LOW of the bacpding it is the TRIGGER BAR. NOTE: the
trigger bar must be a solid red candlestick (cldge®sr than it opens) The TRIGGER BAR says
GO SHORT NOW!

Notice that on the trigger bar we got total momemalignment as KFAST2, KPSNAPBACK and

KVS all turned red and down. The trigger bar reaféd the resolve of the sellers and prices dropped

another 14 ticks lower.

Let’s be certain you understand the differencetherset ups for a V and inverted V spike. On a VvV
spike the plays bullish. We are watching the HIGH of the candlesticks. &kkelooking for 2 or more
equal oiLOWER highs. On the inverted V spike, the playearish We are also watching the
HIGH of the candlesticks, but we are looking fasr2nore equal oHIGHER highs.

The high of the candlesticks are the referencetpain both set ups. Thépattern gives us LOWER
HIGHS and thenverted V pattern gives us HIGHER HIGHS. The trigger babath patterns shows
continued resolve to move further in the earlieedion and that's why we call them
CONTINUATION PATTERNS.

People ask “Why do you reference EQUAL highs™? inetshow you an example of a counter trend
trade using an inverted V spike with equal highsm@mber earlier that we mentioned that if prices
roll back off a new pivot high they usually turndiaup again from inside the E Bands. We also stated
that if the roll back manages to break below thveeloE Band prices could tumble another 6 to 8 ticks
lower. Let’s put two and two together here. If vat gn inverted V spike on the lower E Band there is
reasonable odds that prices will tumble anothertiék& lower. Study the next chart for a moment and
look at the indicator reading as the inverted \kspinfolded.
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Notice that as prices moved down to the lower EBBBERIGGERLINEVMA was well below
AUTOSTOP. Do you remember our discussion on witithplied? This was an inverted V spike
where we got 2 or more EQUAL highs in successidren a rather dramatic TRIGGER BAR. As
mentioned the MoMo profile on that trigger bar wasy bearish and totally aligned.

All counter trend trades have greater than averiageBut, if we get a strong momentum reading off
an inverted V spike after prices break below theecloE Band like that the odds of success improve
considerably. The other factor in deciding to ttiat trade was the distance above the support line.
There are two barriers on any short trade, the i@ ®and and the SUPPORT line. Clearing the E
Band on that inverted V spike, left plenty of robefore we hit the support line.

Before moving on any further please
go back and review the last 20 pages
of material again. We've piled on a
whole lot of information and it's very
important that you become familiar
with the indicators and learn the four
basic patterns.

As we've mentioned numerous times,
a certain chain of patterns occur at
every turning point from one cycle to
another. The momentum oscillators
help define where we are in a cycle
vis-a-vis strength.

As long as Snapback and KPVS are
below their white lines, there is more
to go on the downside.

As long as Snapback and KPVS are above their Whie there is more to go on the upside. When
momentum acceleration begins to deteriorate weagidly approaching a cycle reversal. If you are
prepared for a cycle reversal you are able to drdbe appropriate trading strategy.

YES... THERE WILL BE ANOTHER TEST SHORTLY!
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People often ask us if these indicators can be tgstrdde stocks. The answer is YES! Let me show
you one of my favorite ETF's. TNA is a leverageddgosition on the Russell 2000 Small Cap Index.
| like this ETF for swing trading a 4 to 10 day &decause it moves rather vigorously with each
market cycle due to the leverage. The chart betoav240 minute chart of TNA.

Note the dates on the bottom of that chart. Thattajpes from late April through July 0 Although
it looks just like a 7,500 volume chart of the &S, actually a 240 minute chart of TNA. Each cycle
swing (buying cycle to selling cycle) lasts betwdeto 10 days. This is a great security for swing
trading ... if you don’t mind holding a position owgght in these crazy markets. Try options on this
one for extra leverage.

Here’s an intraday 75,000 volume chart of TNAs lradable with leverage.

Doesn't that look familiar? Quite frankly, the ctslook no different than the 7,500 volume chart of
the ES. That's because all markets move the sampe wa
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Once you get the patterns figured out on the EScamutrade any security on any time frame using the
same indicators. SAME GAME ... DIFFERENT NAME! Whdiaut the Currency markets? Same
Game ... Different name. Here’s a 240 minute chathefeuro currency futures traded on the CME.

Here is a 1,000 volume chart showing the intradaipa on Euro Currency Futures

These charts and patterns all look the same a&%0® volume chart of the ES. The set ups, patterns
and trading style are the same. SAME GAME ... DIFFERENAME. All markets display the same
cycles and rhythmic patterns as the ES futurest Mieans the same indicators and trading methods
can be used to trade a wide range of securitigaiitiple time frames.

You can use the Kwik*POP Black Box Builder to desgjrategies on stocks, currencies and other
exchange traded instruments.

More on that later.
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FILTERS
Using a 3,350 volume chart of ES

We've discussed patterns and strategies on a ¥@Qfhe chart of ES and now we’ll explore a shorter
intra day interval that can improve timing on esgrand offsets on the 7,500 volume chart.
Set up a 3,350 VOLUME chart of ES.

Add these indicators to the price bars.

1)
2)
3)
4)
5)
6)

KPSCORECARDCOLOR

KPNewUpDown Dots

KPTRIGGERLINEVMA

KP EBANDS ( default settings of length 30 ancbsthing 20)
KPSNAPBACK

KPVS

We'll need to adjust the settings on
KPSNAPBACK and KPVS. Here are the
settings or5SNAPBACK.

This is the TradeStation version of KP
under FORMAT INDICATORS.

In NinjaTrader and Sierra charts you
would go into the parameters box and
change the settings to the values you see
displayed here.

Notice that we are using an
Overbought/Oversold value of 3.5 under
OBOSL1.

OBOS2 allows you to add another plot
above and below the zero line if you
wish.
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KPVS also has dual user defined settings
for an overbought oversold line plot.

In this example we are using the UpMax
and DownMax for our
overbought/oversold levels.

You can add additional lines by placing
values in the UpZone and DownZone
boxes.

For example; When the vertical bars drop
back down below 4,000 after being above
that level, or when the vertical bars move
up above —4,000 after being below that
level, a potential reversal is building.

PURPOSE OF USING A 3,350 VOLUME CHART IN TANDEM WH A 7,500 VOLUME CHART

In theory, a reversal should always start at thallest interval first and expand outward to each
successively larger interval as the move build8,350 volume chart is slightly less than half af, 500
volume chart. Whenever a pattern is setting upwri7¢b00 chart we should see it start to form an th
3,350 first.

SPECIAL NOTE: The 7,500 volume chart of the ES is your primadrgrt. That's the one we base alll
trade decisions on. To filter, or confirm viablé sps on the 7,500 chart we can use other chartsau

the 3,350 chart. ALWAYS USE THE 7,500 VOLUME CHARSS YOUR PRIMARY TRADING
CHART.

Let's define a breakout BUY SIGNAL on the 3,350wwok chart. We call this pattern a TWO UP
BREAKOUT BUY. The reason we call it a TWO UP pattés because the candlesticks must cross TWO
LINES. Please remember that. A TWO UP BREAKOUT PARN means the candlesticks have crossed
above TWO LINES.

You are probably wondering what those TWO LINES&raow. They are the MEAN (middle of the E
Bands) and TRIGGERLINEVMA. For a valid TWO UP BRESXIT BUY SIGNAL to occur a certain
sequence of events must unfold on the 3,350 vokhae.

1) prices must be bouncing back up from a sellywec(red bars)

2) Blue Dots must appear underneath the candlsstick

3) The first OPEN BLUE CANDLESTICK (closes highé&ah it opened) that CLOSES above both
TRIGGERLINEVMA and the MEAN is the TRIGGER BAR fthe trade.

4)

Read those three steps over again. Most importanthe reversal from a selling cycle back to aibgy

cycle. As upside momentum begins to rapidly aceddewe get a BREAKOUT above those two critical

lines. The Blue candlestick must CLOSE above bio#s| not just one. In other words, it must crog¢Qr

LINES in order to be a TWO UP breakout patternd$tihe chart below. There are three TWO UP

BREAKOUT BUY SIGNALS on that chart. Study the sgtas the blue bars broke out above the TWO

LINES.
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Study all 3 BUY SIGNALS. The first OPEN, BLUE CANMESTICK to CLOSE above both lines is the
TRIGGER BAR. Notice that each signal evolved froseding cycle that reversed back into a buying
cycle. Notice how SNAPBACK and KPVS were both abthar white lines and accelerating upwards
with prices.

A TWO DOWN BREAKOUT SELL SIGNAL is just the opposit

1) prices must be rolling back down from a buyiggle (blue bars)

2) Red Dots must appear above the candlesticks

3) The first SOLID RED CANDLESTICK (closes lowerath it opened) that CLOSES below both
TRIGGERLINEVMA and the MEAN is the TRIGGER BAR ftine trade.

As prices start rolling back down from a buying leywe start looking for the familiar pattern thatsup
heading into a selling cycle.

SPECIAL NOTE: The two down or two up patterns are only for tf@58,volume chart. We don't
use that pattern on the 7,500 volume chart. Baiteybu don’t confuse the two because many, many
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times we'll take a trade on the 7,500 chart welhgdfvom the MEAN. A trade may set up on the 7,500
chart that is well below the MEAN, but on the 33%tart prices are crossing the MEAN. That's becaiise
the difference in the intervals.

The TWO UP and TWO DOWN signals are used as coafion or for an early entry when a pattern sets
up on the 7,500 chart. They are especially helpiutargeting V and inverted V spikes. There are tw
charts below. The one on the left is our primaagling chart, the 7,500 volume of ES. The one omitje

is the 3,350 volume of the ES. On the 7,500 cimatice the two inverted V Spikes.

Notice how those inverted V Spikes are displayether3,350 chart. Two excellent TWO DOWN
BREAKOUT SELL SIGNALS. The 3,350 chart not only ¢éomed the price action on the 7,500 chart, but
it also gave you more confidence in taking thedrad

In our chat room,
and in the MY
TRADES ROOM,
we run the 7,500 and
3,350 volume charts
side by side because
the 3,350 chart picks
up subtle little price
points that don’t
show up on the 7,500
chart.

You can add
KPPIVOT2COLOR
on the 3,350 chart
and you get
additional support
and resistance lines
that do not appear on the 7,500 chart. Here's3f880 chart above with KPPIVOT2 on it. Notice the
support lines on the 3,350 chart that don’t showmphe 7,500 chart. It makes the TWO DOWN
BREAKOUT SELL SIGNALS more dramatic and gives yalddional reference points on a trade.
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WIDE STOPS USING 3350 E BANDS

The E BANDS offer an interesting, dynamic referepo@t since they are a smoothed component of a
standard deviation calculation. They are intrinydinked to price but respond very different fraan
moving average. The upper and lower sides of tBafd are barriers that act as soft support orteggis.
If those barriers are breached it shows strengthdrprice action. IN a way, they can be used askout
bands and can also be used as a dynamic traitipg st

Study the two charts of the 3350 E Bands belove twelored in the middle of the E Bands by handesinc
this is a TradeStation chart. On NinjaTrader arer8iCharts you can automatically have them colored
by adjusting the settings under parameters.

I've highlighted the first candlestick to close &bdhe upper E BAND and the first candlestick tsel

below the lower E BAND. Although the candlesticksi@hange color back and forth many times on the
way down or up it takes a lot of PUNCH for priceg¢verse in the opposite direction and CLOSE thjinou
the E BANDS. That's because we're using a linegrassion length of 30 and a smoothing variableOof 2

In an earlier section we discussed the E Bandstatdd that at some point prices always come lmtiet
mean (middle of the E Bands). We didn’t say thatrifes come back to the mean they would
automatically cross the opposite side of the E Bahthny times they don’t cross back in the opposite
direction. The E Bands are like GLUE. In an Up mawany times prices will roll back down into the E
Bands, won't close below the lower E Band, and haok up again.

Study the 1 Up arrow on that second chart, the one on theefarPrices punched above the UPPER E
Band, rolled back down, all the way to the loweB&nhd,BUT DIDN'T CLOSE BELOW THE LOWER

E BAND. Then prices spiked back up again, breaking covelthe upper E Band a second time. Again, a
second time they rolled back down. This time thaye very close to breaking below the lower E BAND,
BUT THEY DIDN'T CLOSE BELOW THE LOWER E BAND.

Prices spiked back up once again and this timerbaly blasted off. Finally, on the pullback dffat last
rally prices CLOSED below the lower E BAND and tkapped it. Notice how the E BANDS had also
moved up on that rally so that when the red catidleBnally closed below the lower E BAND the exit
was still tow handles higher than the entry. Thablout that for a moment. How can that phenomenon be
used in a trading strategy?
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There are all kinds of trade management stratélgggsan be designed around the amount of capital y
commit to a trade (intra-day margin), the leverageyour total capital base (% risk), your persaisi
tolerance and your personal style of trading. Myestple prefer to use what is termed a ‘hard’ stag.|
That's an actual price point where a stop or sitof brder is placed automatically once they alledion a
position. Once that stop is entered it is now gdar

Can you react to a threat quickly, or do you nebdra stop to make sure you don’t screw up? If genu
react quickly, then you should use a 12 tick tngilstop and get out at the first sign of a breakdovell
before your stop is hit. If you are slow n the ¢iég finger then you should use a tighter stop.d.edmpare
the use of a hard stop versus reacting to confiomatf a failed trade.

Let's say you use a hard stop of 8 ticks from yfilun_et's say Bob and Sally use a 12 tick hardpsts an
airbag safety measure and try to scramble out befair 12 tick stop is hit. Now Bob and Sally need
something definitive to tell them it's time to parut of a trade, while you just let prices hit y@uick
stop if the trade bombs out.

Bob and Sally decided that they'll stay in the &anohtil there is a close outside the E Bands irofiposite
direction of their position. If they are long, thetay long until there is a close below the lowdsdnd and
then they scramble out of the trade. Let's exarttiae second chart and see how you made out and how
Bob and Sally made out.

You, and Bob and Sally bought at 1,120.75. You wse#8 tick Hard stop. You got stopped out on that
yellow candlestick that touched 1,118.75 for aitB lbss. Bob and Sally were still long becausedheas
no close below the lower E Band. A little laterges rolled back down to the lower E Band and nearly
closed below it. Notice how the E Band had movedaithat the lower E Band was at 1,120.50. That's
important so please make a note of that. Bob atigSkss would have been much smaller than 8gtick
had prices closed below the lower E Band on thatrse roll back. Still, prices didn’t close beloweth
lower E Band, so Bob and Sally stayed long. Théreprrallied up to 1,125 and Bob and Sally wereplyap
while you were upset.

| AM NOT TELLING YOU TO USE THIS EXAMPLE FOR A TRADING STRREGY! | am trying to
get you to focus on the relationship between paine the E Bands. That trade was a very, very u§li H
buy signal that set up right after the open. Tha below shows both the 7,500 and 3,350 charthainset
up. When looking at the 7,500 chart you don’t r@tice long tail on one blue candlestick that dipgedn
to 1,118.50. That long tail was a killer for thasgng an 8 tick trailing stop. You can see the dgamean the
3350 chart and you felt the damage if you had ed’Hatick stop below your fill.

On the chart below, look at the E Bands on the #3@20t. Notice how prices flopped around but never
closed below the lower E Band until after the raifpyto the 1,125.00 area. Using the E Bands as your
bailout on runners is a good strategy if you wanige a wider trailing stop. We'll discuss thaitttel later.

For right now, we’re throwing out ideas for youegxamine as you start designing your own custonirtgad

strategy. By observing the interaction betweenepaicd the Kwik*POP indicators you'll start noticing
patterns and set ups that can be tested out vetBleck Box Builder.
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When examining the E Bands you'll start to notice thanges in distance between the upper and Bwer
Band at each turning point. On the 3,350 volumetadha bands expand out to about 9 ticks and cointioa
approximately 3-4 ticks. In a high volatility eneirment the E Bands on the 3,350 volume chart casbe
wide as 12 ticks. Those values can be used irdingatrategy or for designing your own black box
system. For now, consider the 3,350 chart asex filhd confirming tool for set ups on the 7,50Quwa
chart. Whenever we see a cycle change setting tipeon,500 chart look for a TWO UP or TWO DOWN
pattern on the 3350 chart as confirmation of momargtrength up or down.

The chart above and the chart below are very slogmppy summertime markets. The markets tend to be
much more volatile at other times of the year dmdttading iglefinitely easier in higher volatility
environments. But, in order to trade for a living you need todide to be consistently profitable in all
market conditions. Trading in low volume choppy keds during the summer months of late June through
late August is a great experience as it forcestgaiarpen your skills
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Let's examine another trading set up and we’llastightly different money management strategy. The
chart on the left is the 7,500 volume chart, oumpry chart. The chart on the right is our 3,350
confirming/timing chart. A higher low pivot BUY isonfirmed with the first blue candlestick on ous(0
as that selling cycle terminates. Once that bluliestick prints on the 7,500 volume chart we sticale a
CONFIRMING TWO UP on the 3,350.

Notice the rectangle on both charts. We got the bandlestick on the 7,500 chart and as that was
happening we got our TWO UP BUY SIGNAL on the 3,8b@rt as wellTHAT'S A GO!

LET'S REVIEW THE SET UP AND EXAMINE WHY WE FAVORED HE BUY SIDE

Let's examine the conditions on the 7,500 volumarthas the HPL formed. Prices had dropped below the
lower E BAND on the selling cycle after a new PHitiarmed and our MoMo read (Snapback and VS)
were supporting the move down. Then, suddenlyeprgpiked back up again. On our 7,500 chart the pr
spike back up produced an open red candlestickddldigher than it opened) and that red candlektidk

a blue dot underneath it (short term momentum waslarating back up again).

OUR BIAS WAS BULLISH BASED ON THE FIRST NEW PH

Study that PH (pivot high) on the 7,500 chart fen@ment. Prior to that PH, the resistance line rgds
When the resistance line is RED, we are in a dematr Prices had turned back up and then ‘BROKE
OUT’ above the resistance line. Obviously, the pdowntrend was over once prices closed above the
resistance line. Granted, it was a very sloppypplrésummertime) move, but prices rallied up and erad
FIRST NEW PIVOT HIGH (PH). We have a rule that gaégsng with THE FIRST NEW PIVOT HIGH
(PH) THAT TERMINATES A DOWNTREND.

Please make a note of this rule because 80% diittiecit is accurate. It's so reliable we’ll staten

biblical terms; THE FIRST NEW PIVOT HIGH (That teimates a downtrend) BEGETS THE FIRST
NEW HIGHER PIVOT LOW (HPL). Please grab a piecepaper and right that down

THE FIRST NEW PIVOT HIGH (That terminates a downtmed) BEGETS THE FIRST NEW HIGHER
PIVOT LOW (HPL). That is a very important statement you need tcereber because the first new PH
off a downtrend is the start of a new up trend.ufairtrend is higher highs and higher lows. 80% efttime
once a new PH forms off a downtrend (that new Rhhiteates the downtrend) a HIGHER PIVOT LOW
forms shortly after. We BUY a HPL! 80% of the tinsedamn good odds.

SO! Whenever you see the first new PH form off itoend there is an 80% probability that a HIGHER
PIVOT LOW will form and a new UP TREND will be ination. This information (RULE) is important
because it changes your strategic assessment bflvehaarket will most likely do next. In an UP TRB

we want to BUY THE DIPS. Whenever the market phisk and a HPL forms in an up trend we BUY
THE HPL. With this insight in mind, your strateglyanged after that PH formed on the 7,500 volume
chart. You were now looking to BUY the next higheaw that formed. That means you must patiently wait
out the selling cycle a get ready to BUY THE HPL.

WHY? The odds of success on taking a BUY SIGNAR inew up trend are 50% greater than the odds of
taking a short trade in a new up trend. The monmetitas shifted in favor of the buyers when the fiesty

PH forms off a downtrendVE PLAY THE ODDS Understanding that the first new PH has an 80%
probability of producing a HPL buy signal meansdea’t try to short the selling cycle that formed thfe

new PH. We wait patiently for a HPL signal to spt Again,THE FIRST NEW PIVOT HIGH (That
terminates a downtrend) BEGETS THE FIRST NEW HIGHERIVOT LOW (HPL). Please write that
down.

OK, we've sized up the situation off that new Ptd ave are looking for signs that a HPL will form gig
us a buy signal. Prices had dropped below the I&BMBAND on the selling cycle after a new PH had
formed and our MoMo read (Snapback and VS) werpatting the move down. Then, suddenly, prices
spiked back up again. On our 7,500 chart that ke back up produced an open red candlestiokéd|
higher than it opened) and that red candlestickehbllie dot underneath it (short term momentum was
accelerating back up again).
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Even more significant was the fact that the rechagndlestick with the blue dot actually pulled Sieck
back up to its white line. That red candlestickseld above TriggerlineVMA. The next candlestick was
yellow (color change) candlestick with a blue dotlerneath. That told us a buying cycle was imminent
Snapback was now well above its white line, acediley up with price and KPVS had also moved back
above its white line.

Although our 3350 flashed a TWO UP BUY, we had helrandlestick forming on our 7,500 chart ... so
we wait. Shortly thereafter a blue candlesticktethto form and we got a second TWO UP BUY SIGNAL
confirming the buy cycle. That was a GO! Whenevblug candlestick starts forming on a higher lotv se
up we should also get a confirming two up buy sigmaour 3,350 chart.

WHAT DO YOU MEAN A BLUE CANDLESTICK STARTED FORMINGON THE 7,5007?

The scorecard colors are set to update INTRA-BARthE value achieves a score of +5 or greater the
candlestick starts turning blue even before thellestick has completed. THAT'S IMPORTANT TO
KNOW. Why? Well, if the candlestick on the 7,50@udtstarts to flicker blue and we get a TWO UP
BREAKOUT BUY SIGNAL on our 3350 chart during tharlestick forming on the 7,500, the 3350
breakout pattern is telling us that there is a §0®&bability that the 7500 candlestick will closeaallue
candlestick and we’ll have a confirmed buying cydieL) which we can buy.

Think of it this way. If you are looking for a bung cycle to form, you are
watching for the first blue candlestick to appeattee 7,500 volume chart. A
candlestick starts out and it's yellow. As pricesva higher the candlestick
turns blue. Then prices fall back and the candikstirns yellow again. This
is all happening while the candlestick is stillfang. Obviously, at the higher
end of the range the candlestick is blue and &l at the lower end of it's
range. Using the logic of Mr. Spock, we know ifqa$ go higher the
candlestick will be blue. Therefore, A BUY STOP dink above the current
high of the candlestick will get us long on a baaadlestick ...IF IT
ACTUALLY CLOSES BLUE. The TWO UP pattern on the 8%olume chart, while the blue candlestick
on the 7500 chart is still forming says the odas%0% in favor of that candlestick ending up blue.

WE BUY ON THE TWO UP BREAKOUT PATTERN on the 3356lume chart and we are filled as the

7500 candlestick closes and turns blue. Pleasd ttoget the other supporting evidence...snapback was
accelerating up aggressively as the 7500 candtestis starting to turn blue and KPVS was also hiug
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above its white line. In other words, we had cordipglevidence suggesting the odds were quite gbat t
we’d get a blue candlestick once it closed. Empliramalysis sounds complicated, quite boring and
subjective. But didn’t we just go through a chestktif conditions that normally appear when a sgllin
cycle ends and a buying cycle begins? Didn't weerabogical assumption based upon empirical
observations over hundreds of set ups? When thditems line up the same way, over and over agha,
outcome becomes obvious.

OK. We've examined the 3,350 chart, a shorter uatieias a filter for our primary chart, the 7,50flume
chart of ES. Let's go the other way and look at'Bi&’ picture with a larger volume chart. The char
below is a 22,500 volume chart of ES.

Here are the indicators on that chart.
1) Scorecard colors
2) KPPIVOT2COLORS Text is set to FALSE
3) KPTRIGGERLINE (black dashed line on the candi&s)
4) KPTRIGGERLINEVMA (Red line on candlesticks)
5) KP E BANDS in sub graph 2. Settings: Length @®sthing 10
6) KPTRIGGERLINE in sub graph 2 (Black line)
7) KPTRIGGERLINEVMA in sub graph 2 (Redline)
8) KPVSin sub graph 3 Settings: 12,18,12

The 22,500 volume chart of ES is not a timing chi#g used to give us a ‘bias’ to the market, istillor
bearish. It tells us the tone, or strength of mayesr down. The indicators on that chart are pasid to
tell us when we have maximum buying pressure orimmamx selling pressure. This reading can help us
determine when to hold on to a position longerapds of squeezing out more juice from a trade.

Remember, our 7,500 volume chart is pininary chart . We use the 3,350 and 22,500 charts as filtets tha
give us better insight on how the market is mowdhgarious price levels. We'll examine the profifiea

strong rally and a strong decline on the 22,500cadte a checklist that is quite easy to use. Waaw
talking about using 3 charts in tandem and forehafsyou that are challenged looking at more thas o

chart ... don’t worry. We only glance at the 3350 228¢600 when we see a pattern setting up on 0007,5
chart. You really need two monitors to do this mdyp

| recently had a discussion with a gentleman whe waset about using three charts because, onptipla

the charts were all crunched up. When | opinedhbathould get a midrange desktop computer with dua
22" monitors he got rather upset with that suggeséind stated “I'm not going to waste that kindmafney
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on day trading!” That's where our conversation édlas | told him he was not ready for prime time an
ended our conversation. Trading is a businessrachallenging business and in order to make your
business profitable you need the best tools yolaéand.

Today, for a mere $450.00 you can get a computiér 2 times more horsepower and intelligence than a
top of the line computer that cost $1,800.00 jast fyears ago. Today, you can buy 22" flat screen
monitors for a mere $189.00 apiece. Those monitere nearly $500.00 each five years ago. Todaya for
mere $800.00 you can have a fantastic tradingostatnd | submit that anybody that is unwilling tepsup

to that level on their equipment is not committedbécoming a successful trader.

We've been licensing Kwik*POP for 11 years now aner that time we’'ve met some interesting
characters. There are a large number of suckertherd that have been convinced that they canaake
mere $3,500.00 in trading capital and turn thai $%0,000.00 in 45 days trading futures or forex
currencies. Those people are foolish gamblersateatooking to be punished and in the futures anexf
arena they get rolled and mugged very, very quickly

If you take a long hard look in the mirror and iealthat you are a gambler then don’'t waste youneyo
trying to learn how to trade. Fly out to Las Vedgamy in a swanky hotel. Get lots’ of booze anchslp@
days gambling your brains out. After you've piddkeglay 4 or 5 thousand dollars return back hometo y
mundane 9-5 existence. That will be more fun thettirgg slapped around in the futures or forex miarke
until you get a margin call. At least in ‘Vegasethprovide free drinks to gamblers.

OK, I digress. Let's get back to the 22,500 voluwhart.

On this chart I've marked points 1 through 4. Eatthese points had a STRONG reading Let's create o
simple check list for these conditions. We'll staith point 1 STRONG UP.
On the candlesticks;
1) Triggerline is above the middle of the candiEsti
2) Triggerline is above TriggerlineVMA
3) Candlesticks are closing above TriggerlineVMA
OK, that’s easy to see, but we need to filter thasaditions so we’ll go to sub graph 2
4) Triggerline is above triggerlineVMA
5) Triggerline is above the upper E Band
The last ingredient is KPVS in sub graph 3
6) KPVS must be blue
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Those 6 conditions are easy to read, just look fi@mto bottom on that chart. Look at points 3 dnd
Same conditions. Whenever you see that type ofipesilignment on the 22,500 chart it suggests gdve
guarantee) that prices will probably press higBéudy that chart carefully in light of those 6 ciimhs.

Let’s look at sellside pressure.
1) Triggerline is below the middle of the candlelsti
2) Triggerline is below TriggerlineVMA
3) Candlesticks are closing below TriggerlineVMA
OK, that's easy to see, but we need to filter thasaditions so we’ll go to sub graph 2
4) Triggerline is below triggerlineVMA
5) Triggerline is below the upper E Band
The last ingredient is KPVS in sub graph 3
6) KPVS must be red
Obviously, the sellside conditions of strength thieopposite of buying strength. Study point 2 gad
through the checklist.

Now look at that chart between 11:59 and 14:30idedtow Triggerline was below TriggerlineVMA and
the price bars were closing below TriggerlineVMAa¥\that a strong sellkO! Was Triggerline below the
midpoint of the price bars? NO! Look at sub grapfr®ggerline was well above the lower E Band. Look
at KPVS ... was it redRO! During that time we had no serious selling presss prices gently drifted
lower to sideways. We had a lot of yellow candtdstj but study the dots on those candlesticksirstt f
they were red. Then, after awhile they all statteding blue. Prices started drifting back up todgar
triggerlineVMA on the candlestick chart. During thiane in sub graph 2 triggerline stayed well abthe
lower E Band and in sub graph 3 KPVS stayed blue.

Although prices had fallen back after 11:59 AM theras still no selling pressure and, in fact, tiveais a
modest bullish bias as Triggerline refused to dvelow the middle of the price bars. Notice how it
constantly stayed at or above the high of the estidks. That modest bullish bias really strengtidess
prices closed back above triggerlineVMA. Study pdinTHAT'S A STRONG MOVE! Go through your
checklist at point 4 on that chart. Again, THAT'SSARONG MOVE!

After looking at that 22,500 chart a good numbeyaf will say “Well shoot, what do | need all okth
other charts for, | can just use that one chanttist me, that would be a mistake. When the matkest
from down to up or up to down on a 22,500 chartstiing can be 5 handles or more. For a traderavith
small account those types of swings could crush gepecially if you're overleveraged. The chartwabo
was on a day where we had a 20 point range, dovan@®ack up 16. Volatile days like that are gozaa
22,500 chart, but during the low volume, low vdigtisummer months, those days are the exceptitheto
norm. Typically, during the summer, the averagdydainge is 10-12 handles. By the way a ‘HANDLE' is
one full index point (4 ticks).

The 7,500chart is your primary chart. That is the one tiges us reliable HPL and LPH signals. That's
the chart that allows us to objectively define shert term trends intra-day. The 3,350 chart iseatgtool
for timing and confirming set ups on the 7,500 thamlso provides valuable support and resistaeneels
that don’t appear on larger interval charts sucthas,500 or 22,500 charts.

The 22,500 chart is our ‘BIAS’ or market tone ch&Ye use that to determine when we should holdon f
a larger gain once we are in a trade. At least anday there is a really strong move up, or dowre T
7,500 chart and the 3,350 chart get us on the siglet of the move. The 22,500 chart tells us whetle
should hold on for more. It tells us how strong th@ve up, or down is and that’s valuable infornratio
when used properly.

Each Kwik*POP customer needs to become familian witd comfortable using these three charts for
trading the ES mini futures. Obviously, you'll neegough computer screen real estate to show thesse t
charts so we urge all traders to have at leashtaoitors. Don't scrimp on the equipment. If you goéng
to succeed you need every advantage and beingoabiztich these three charts in real time will goe a
dramatic edge on the market.
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ADDITIONAL FILTERS AND CONFIRMATION TOOLS

| don't want to beat a dead horse to death, butrgally need to have the 7,500 ... 3,350 ... 22,500tsha
on your screen at all times when trading the ESu Weed to learn how to read those three chartgeay e
turning point from one cycle to another. If you aravilling or unable to commit to learning how tad
those three charts then you are not serious abatihg to trade for a living.

Assuming that you have some screen space on yonitar®we’'ll share some other helpful tools desiyne
to improve the bottom line. Another filter we like use is a 50,000 volume chart of the ETF callédl D
(Diamonds). That's an ETF of the Dow Jones Indakfierage DJIA.

The Dow is a price weighted index of the biggeselthip stocks. Arice-weighted indexis a stock
market index where each constituent makes up #idraof the index that is proportional to its pri¢®r a
stock market index this implies that stocks aréuiehed in proportions based on their quoted prigestock
trading at $100 will thus be making up 10 times enof the total index compared to a stock tradingl#x

It only takes one or two high priced stocks to ptehDow around due to the weighting calculation.

Most of those Dow stocks are also in the S+P50@hvis a capitalization weighted index. The weigitin
component on the S+P 500 favors the large capstbuse with lesser capitalization. The index has
traditionally been market-value weighted; thanimvements in the prices of stocks with higher miarke
capitalizations (thehare pricetimes thenumber of shares outstandjnigave a greater effect on the index
than companies with smaller market caps.

In other words the largest cap components of tHe 530 index tend to pull the index up and down most
of the time. Since most large cap Dow stocks arégf the S+P 500 and their cap weighting is gneat

than lesser cap stocks in the index, logic dictdtasmost times, the Dow and S+P 500 should move i
tandem.

The chart on the left is our ES 7,500 Volume chHne chart on the right is a 50,000 Volume chai i
(Diamonds ETF). Notice that the patterns are theesfor the same time frame. Normally, these twatsha
move in tandem. Periodically, we’'ll see the S+P &9ihg to go down while the DIA is moving higher.
Or, the S+P 500 is trying to go higher while theéAld moving lower.

85% of the time when there is a divergence betwleese two indices, the DOW (DIA ETF) WINS OUT.
In other words, the S+P 500 futures ultimately miovihe same direction as the DIA 85% of the time.
Therefore, the DIA is a great filter for the ES. &lever there is a divergence between these tweschar
favor the direction of the DIA and 85% of the tigwu’'ll be correct. In essence the ES can’t movédig
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or lower to any significant degree without the Esgcap components of the S+P 500 index particigari
the move. The DIA is the perfect proxy for the ksfcap stocks in the S+P 500.

To create this chart simply create a 50,000 volahaat of the DIA. Then create a template of all the
indicators and settings on your 7,500 volume cbBES. Apply that template to your DIA chart. Theds
easy ..eh? Study the price action and times dtdkltem of that chart. Compare them to this 22,500
volume chart of the ES.

If you study these two charts carefully you'll remtithat the DIA actually pulled the ES back uptbé
lows and turned the tide in favor of the bulls. idethow the DIA turned up at 13:45 and that lifted ES
higher. Then, when prices broke out above resistéime ES blasted off like a rocket.

We always get the same question ... why not use Duvds instead of the DIA ETF? Due to the contract
size Dow mini futures are not used as much by ipelbgs, institutional traders and hedge funds. Dow
futures are thin (less liquid) and are used prilndny smaller retail traders. The DIA (ETF) is askat of
stocks that is a great proxy for the DOW. Thergaded liquidity and many hedge funds use this imsamt
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in their arbitrage strategies as well as for heglgind position building. There is a tight corraati
between the ES and DIA. By the way, for those sjockeys out there reading this manual the 50,000
volume DIA is a great stock (ETF) to trade, inteadwith the Kwik*POP indicators configured as simow
above. Unfortunately, you can't get any seriougtage through most clearing firms. 50% margin déesn
give you much leverage on a security trading ov&0$00.

Compare that to the leverage on an ES futuresacintht a futures price of 1,110.00 the contraetasth
$277,500.00. You can margin one contract, intra-éayas little as $500.00. In other words, you can
control a $277,500.00 security for a mere $500T00AT'S LEVERAGE!! Unfortunately, leverage is a
two edged sword. When you are right on the tras@iks for you. But, when you are wrong it can érus
you. Hey, you already know that ... eh? Let's compheadifference in leverage.

A $1.00 move in the DIA equates to approximateldahandle move in the ES (40 ticks). Each tickhan t
ES is worth $12.50. A 40 tick move is equal to $800per contract. On Friday August 8010, if you
bought 1,000 shares of DIA at 105.60 and sold thef06.60 you made $1,000.00 in profit. In order to
buy 1,000 shares of DIA on margin you needed &t 1$52,800.00 in your account as margin. Therefore,
your total profit, before commission is 1.9% of yaapital base of $52,800.

At maximum leverage with $52,800.0 margin you cotheoretically, buy 100 ES contracts. If you

bought 100 ES contracts at 108.50 and sold thekth&60 you made 44 ticks per contract. Each tick is
worth $12.50 so you made $550.00 per contract. bdmght and sold 100 contracts so, 100 X $550.00 per
contract is $55,000.00. For the same money yowomalke $1,000.00 buying 1,000 shares of DIA or,
buying 100 ES contracts you could make $55,000H00nm! Which game is more exciting?

You should never use that kind of leverage whedingafutures, but the example above shows you the
potential gains of leveraging your capital in E&ifas versus buying stocks. Even if you only bought
contracts at 108.50 and sold them at 119.50 yurside over 1000% more than buying the DIA on
leverage. FOR SERIOUS TRADERS FUTURES IS THE ONLAME IN TOWN TO PLAY.

Once again, | digress. Let’s get back to otheerfiitwe can use for trading the ES. Another excellen
confirming indicator is $TICK. This is the net difence between stocks that up tick in price ansetlioat
down tick in price on the NYSE Composite Index.

TheNYSE Composite(NYSE: NYA) is a stock market index covering adinemon stock listed on the
New York Stock Exchange, including American DeparsitReceipts, Real Estate Investment Trusts,
tracking stocks, and foreign listings. Over 2,0@iks are covered in the index, of which over 1,608
from United States corporations and over 360 ar@da listings; however foreign companies are very
prevalent among the largest companies in the ingfetkie 100 companies in the index having the lsirge
market capitalization (and thus the largest impacthe index), more than half (55) are non-U.Sudss
This includes corporations in each of the ten itvies listed in the Industry Classification Benchikadt
uses free-float market cap weighting. It is ... THESBBOARD.

We don't use $Tick in the conventional way becausst translations are too subjective. We've created
200 tick chart of $TickYes, better pour another scotch for this explanatio. Each 200 value changes in
$Tick creates one bar. We then put KPSNAPBACK @t thhart and focus on the change in slope of
Snapback as opposed to the values of $Tick.

That makes it much easier to translate as we’reerooncerned with momentum than with the absolute
values of $Tick. In theory, if we have a sustaieaallly, or decline, the NYSE with a base of ov@0D
issues should be participating in the move. IfEi$futures are going down, but NYSE is heading up ...
we have a conflict and usually the ES has gottemmbtouch with the rest of the market temporarily.

When all markets are headed in the same direatéohave a pretty strong move in motion. Most times

you'll notice a reversal in Snapback on $Tick befae get a reversal on the ES which makes it a good
warning barometer of a cycle change. Study poirf#s3land 4 on the charts below.
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By using SNAPBACK as our proxy for readings on niee can merely look at the slope of Snapback
relative to it's white line to determine if the BIBOARD is participating in moves on the ES. You'll
notice two yellow horizontal yellow lines on Snapkaf $Tick. Those are Overbought/Oversold levels
and they are very reliable. Whenever Snapback ack&jets well above 400 or well below —400 we tend
to get a reversal on the ES shortly thereafter.

Create a 200 tick chart of $TICK. Apply
KPSNAPBACK to that chart using the
default settings which are listed in the
box to the left.

You don't need to get real complicated
on your interpretation of this chart. In
essence Snapback should be moving i
the same direction as the ES.

When it starts to diverge from the ES
get focused. When it goes above 400 qr
below —400 GET REAL FOCUSED!

Let me show you an example of how $Tick can sawe pacon at times. Study the chart below. At 15:16
PM Snapback on $Tick spiked well above +400 gihangOVERBOUGHT warning. ES prices kept
moving higher. At 15:21 KPVS on the ES 7,500 clsaiked above +17,000 giving another severe
OVERBOUGHT warning. We are getting extremely overtjiat and the reversal back down could be
pretty strong.
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At 15:30 Snapback on the $Tick chart dropped baitévb +400 and dropped back below its white line
showing downside momentum acceleration. As thapéapd, the candlesticks on the 7,500 ES chart
dropped below KPTRIGGERLINEVMA, changed color tdlger and a red dot appeared above the
candlestick. (Point A with white arrows on both dba

These are the classic signs of a cycle reversti@iES 7,500 chart. Remember, the market is novpkha
overbought and an aggressive trader might consideunter trend short trade in this type of setAip.
15:33 Snapback on the $Tick chart drops below Otamts red. There is some serious selling pressure
the NYSE (See Red Arrow). At the same time a red Ddppears on the 7,500 volume chart of ES. The
down cycle has started. Prices on the ES chattdiifn from 1101.75 down to 1100.25 ( 6 ticks lower
At that point it looks like a good downswing isrimotion. Then suddenly, at point B on the ES chart,
prices reverse and head back up flashing a higheHPL buy signal.

Snapback on $Tick did not budge to confirm the upgwSomething was out of whack because Snapback
on $Tick did not even cross back above its white li.. WARNING . There was no confirmation from
Snapback on $Tick. Within minutes, the ES revetssk down again and plunged straight down about 16
ticks lower, Using Snapback as a filter kept yanfrgetting whipsawed.

DO WE NEED A LOT OF FILTERS?

Not really. The standard HPL and LPH signals havexaeptionally high win ratio if you execute ag¢ th
very beginning of the set ups. Filters are a waynrove performance and are better used when
attempting counter trend trades. For example, erEth chart above, had you bought the ‘Fake Out’ buy
signal at point B, yes you would have been stoppédor a loss. But, had you taken the buy sigaats
sell signals all day long you'd be well enough ahsa that the loss would not have turned you negdiir
the day. More importantly, if you listened to owriey saying ... ‘If it ain’t going higher .. thenstgoing
lower’ You would have reversed and gone short exfitist red candlestick that closed back below
TRIGGERLINEVMA and AUTOSTOP. That short trade reped the losses and turned a nice profit as
well.
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Next we'll talk about M tops and W bottoms. Plegseback and review the material before going fodwar
M TOPS

When examining the 7500 volume chart you'll disaoat most Up trends end with one of the three
patterns above. Patterns A and B (above) can h&treed as Head and Shoulder patterns, but we lump
them together in our definitions as M tops becausare only concerned with the right side of thiéquas
as that's where the LPH sell signals kick in.

It is important to remember than a downtrend dasrgin until prices close below the most recelRt. H

We will get LPH sell signals on patterns A and Booe a downtrend has been confirmed. Please rentembe
that short trades off patterns A and B are tecligicauntertrend trades, as prices have not clasdow
support yet, confirming a new downtrend. In anieadiscussion we mentioned two targets on a LHH se
signal, the lower E Band and the SUPPORT LINE.

The Support line is the most significant targetashort trade as it can thwart a new downtrend from
unfolding. For this reason you always want to afieta get short on an LPH sell signal off pattefnsnd
B at least 3-4 ticks above the support line. Gegtsihort above the support line gives us some wigigen
to get out of the trade if support holds and thiésthit again against our short position. If you ghort
right on the support line and prices turn back ggirast you ... well you're pretty much screwed at tha
point and you'll take a bigger loss than normaldwese there was no margin for error on the entry.

Only one of two things can happen as prices apprdae support line off an M Top pattern such asgpat
A or B. Either prices will punch below support dkp going down, or they'll reverse back up against
your short position. By having a little wiggle rodB+4 ticks) you can get out of your short positaira
breakeven many times if support holds and the naekerses back up.

Pattern C is pretty much a no-brainer because petready broke support and the ensuing bounce tgack
is the Dead Cat Bounce off a new low. On pattemeGalready know that the new trend down has started
and that short trade ( LPH ) off the DCB has amesmely high probability of success.

In a normal market with out any horrific news ewmtowntrends tend to have between 2- 4 new pivot

lows before an up trend takes hold again. Thetivetmoves are the strongest most times. Wavdess$s
dramatic and many times if there is a wave 4 it®i toss. If you think about our methodology dor
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moment, you realize that we are essentially treadetrs because we always go short on an LPH signehl
a downtrend is a series of LPH’s. We are attemptinget short as the new down wave (selling cycle)
commences and then as we get a warning that tlregsgycle is about to end, we cover our short fimss
and move to the sidelines, waiting for the buyigigle to expire and another LPH to set up.

A W bottom is just the opposite of an M top. Mostuthtrend terminate on a W pattern such as the ones
below.

Once again make a special note that a downtrensl mtmteend until prices close above our resistainee |
On the first two W patterns above (Symmetrical hady W) the downtrend did not end until prices elbs
above the middle of the W pattern which is whereResistance line is usually located. On the bottgm
pattern (Power W) the trend had already changeah tdp trend when prices got above the middle ofthe
first, before rolling back down and forming a HPL.
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It is important that you realize when a new trerdihs because that's when the volatility is greated
greater volatility allows us to catch a greaterfipam each cycle change. Eventually, as a trerichditle
long in the tooth we start to see warning signaroéventual trend change. One warning sign that an
extended trend is slowly reaching a turning pardefined as range compression.

Examining changes in the range of each pivot swgmgore of an art form and can be a little subjecti
An easier way to identify range compression iotikIfor a distinct divergence between momentum and
price. Let's examine a W bottom pattern. Technjcdliis was a symmetrical W because prices did not
close at least 3 ticks below the prior pivot low.

At point A price and momentum made a significamt.ltn fact, KPVS dropped well below —17,000. Go
back and review what that type of reading on KP\&8ns of. Prices bounced back up to the middleef th
E Bands and turned back down again. Although ppcebed below the support line they couldn’t stay
down there and we got an open red candlestickaviitue dot underneath it coming back up to the raidd
of the E Bands. At that point, if you glanced daatrthe oscillators KPSNAPBACK and KPVS you notice
some rather dramatic bullish divergence.

The term divergence refers to the different pagem the momentum indicators as compared to tlee pri
pattern. At point B the momentum oscillators wemerfing a HIGHER LOW. A HIGHER LOW is bullish
because an Up trend is Higher lows and Higher highise was making a lower low (bearish pattern)
while momentum was making a higher low (bullishtg@at). This is known as BULLISH DIVERGENCE
between momentum and price. Momentum was suggeaticidJp trend (higher lows) while price was still
suggesting a downtrend (lower lows). The reasogoete higher low on our momentum reading was due
to RANGE COMPRESSION.

Most times (85% of the time) price follows the marnen pattern. When momentum starts making Higher
Lows, price eventually makes Higher Lows. Many Wtbm patterns will be accompanied by BULLISH
DIVERGENCE. When a pattern like this sets up AFTIEHRVS has dropped below —17,000 on our 7,500
chart, the odds are pretty good that we'll geeadrchange. Even though HPL didn’t print becaugsepr
made a lower low, an aggressive trader would hakent the buy looking for a breakout above resiganc

On our 3,350 chart we get a much more dramatic@atf the momentum reversal off that W bottom on
the 7,500 chart. Remember our discussion aboug tiselower E Band on the 3,350 chart as a referenc
for our trailing stop on a buy signal? Well, wharuystudy that 3,350chart below you'll see thattthding
stop (first close below the lower E Band) would édeen fairly tight. Taking a buy before an up drbas
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actually been confirmed is a little aggressive,whien there is compelling evidence and if your ssop
fairly tight, it's worth the shot. Notice how cle#éime pattern was on the 3,350 chart below

Here is what the 50,000 DIA chart looked like oattti/ bottom. It printed a HPL!!

If you have two monitors you can use the filtersmentioned earlier. As discussed, the DIA is a good
confirming indicator. It flashed a Higher Low buy the W pattern was unfolding on our 7,500 chart.

We also discussed using the 200 tick chart of $&&k filter. We want to see if things are respogdhe
same way on the NYSE. Remember on our discussioataising KPSnapback on $TICK we had two
extreme values for Snapback .. +400 and —400. Wieergnapback, on $TICK goes below —400 (sharply
oversold) and turns back up above it's white lind then crosses 0 and turns blue ... we have corfama
that there is aggressive buying taking place orBigeBoard as well.
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The chart below is for the same time frame. Théiacadrline marks the 10:43 AM time period. Noticewh
Snapback on $Tick went well below —400 then turbadk up and went above 0 just as our 7,500 volume
chart of the ES was flashing a higher low BUY & W bottom pattern.

We also talked about using the 22,500 volume cmé filter on certain trade set ups. The 22,500me
chart of ES and the 50,000 volume chart of the BDaétk one another pretty closely ... most of the tithe
you can't get stock data to run the 50,000 Volunh& Ehart, then you had better have the 22,500 velum
chart of the ES on your screen as it is usuallyeguélpful.
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PUTTING THE PUZZLE TOGETHER .

1) The 7,500 volume chart is our primary chartifira-day trading on the ES.

2) We are focused on the markets two cycldsjyang cycleand aselling cycle

3) We are always looking for signs that one cyslending and another cycle is beginning.

4) Each new cycle represents a trading opportunity.

5) A specific pattern repeats when one cycle isrendnd another is forming. That pattern is antaler
to take action on a cycle change.

6) We have discovered that once the market stantsling, the moves in the direction of the trend
are stronger and last longer.

7) We want to favor trend trades.

8) We use KPPIVOT2COLOR to define two components irend HPL (Up Trend) and LPH
(Down Trend)

9) We BUY a HPL and go SHORT on a LPH

10) An Up trend usually ends with one of three Mpatterns.

11) An Up trend is not over until prices make a LEBR/LOW by closing below our support line.
That starts a Down Trend.

12) In a Downtrend ( Lower lows and Lower highsg take the short trades (LPH) at the beginning
of each new selling cycle and cover our short pmsitat the end of the selling cycle when a pivot
low forms (PL).

13) A Down trend usually ends with one of three A{tBm patterns.

14) A Downtrend is not over until prices make a HER HIGH by closing above our resistance line.
That starts a new Up Trend

15) In an Up Trend (Higher Highs and Higher Lows) take the BUYS on a HPL at the beginning of
each new buying cycle and sell out of our long fhmsias the buying cycle terminates.

In the beginning, while using a trade simulaton yaust always take a HPL or LPH trade. Force
yourself to take those trades whenever HPL or LBERtpon your 7,500 chart. In an earlier section we
were demonstrating a failed buy signal and we comtetkthat ‘You must force yourself to take LPH

signals’.LPH signals usually lead to a downtrend if they odowan Uptrend. Go back to pad&in
the manual and study that chart. Study it caref@n you see a LAZY M PATTERN on that chart?

Go to pagé3 and that is a close up of the LAZY M that occuraggivot # 5. That was a SHORT
SIGNAL (LPH).

Remember what this is all about. We are lookingpfatterns that repeat continually and we use our
momentum indicators to determine the strength efpthittern. There are only six patterns that you are
looking for every day and almost every day we died.alhose patterns are LPH, HPL, V and inverted
V spikes and M TOPS and W BOTTOMS.

LOOK FOR THOSE 6 PATTENS. LEARN THOSE 6 PATTERNSOYR NUMBERS WILL
IMPROVE DRAMATICALLY.

USING STOP LOSS ORDERS.

Let’s have a brief discussion on using a trailitapdoss order. In these volatile markets we need t
have a protective strategy to prevent a finan@#droity if the markets suddenly go haywire. That is
the purpose of a stop loss order.

IMHO, stops are the worst tool possible and intheases they cause greater losses than they prevent
That's because newer traders don't use them prpgerbt let's understand what a stop loss order is

It is the equivalent to the Airbag on your caresteg wheel. It is an emergency tool to prevent you
from getting KILLED!
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Many newer traders have this cavalier attitude tihatrade either makes a profit or the stop idnit
loss. Life is simple, you either win or
you lose and your stop defines your
maximum bet on the event.

Doesn't that attitude sound more like a
tourist at the craps table in Las Vegas?

Can you imagine driving your car with
that attitude?

“I'm just going to drive due west until
| see the oceans beach or | hit a tree.
When the airbag explodes I'll know
I've hit a tree, or a cow or some large
obstacle.”

Your stop loss is your AIRBAG safety devise. Thdydime your stop should be hit is in an extreme

emergency situation where there was not time t@gesooner. Never, never let your stop get hit if

you can get out sooner. You don't park your cahatgrocery store by running into the side of the

building and letting the airbag explode .. do y&€ll, maybe if you're a retiree down here in
southern Florida.

Every discussion on stop loss
placement bogs down on
gambling theory and statistical
logic.

The short version is that if you
risk more per transaction than
you can make per transaction
you'll go broke over time.

This assumes that the odds are a
50/50 coin toss. If you are trying
to make $50.00 you can't risk
more than $50.00 in order to stay
in the game.

If you were betting heads or tails
on a coin toss those rules would
apply. If you were cutting the
deck for a high card win those
rules would apply.

Or, if this was 1974 and you were trading soybearsugh a broker and had no way of tracking prices
intra-day those rules would apply. Do you rementizak then, in the dark ages of the commodities
markets when you had to call your orders into &érand he called down to the trading pit and had a
runner carry the order into the pit to be execufEl& could take anywhere from 3 to 5 minutes and
then it might take your broker another twenty masuto call you back with your fill.

There was no electronic price delivery mechanisah @&llowed you to track prices intra-day. You had
to trust your broker who also charged you $50.00rpend turn just to execute the trade. Many times
your broker would call you back, tell you your fillice and also tell you that you were already séap
out. How did you know the order was even placedcéldd have simply thrown it in a bucket and told
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you that you lost. Have you ever heard the ternck&t Shop’? For a small retail trader back then it
truly was a jungle and you were on the menu everylaerybody knew you were the meal.

Today we enjoy tremendous advantages over the
dark ages back then. This is the electronic era and
trades are executed in milliseconds.

Point, click and YOU OWN IT BABY!

Everything is electronic, seamless and very, very
fast. Place a market order and notice how fast
you're filled. It's virtually instantaneous. Speed
of execution has radically changed the market
dynamic and changed theories on stop loss
placement.

Knowing that you can get in, or out of the market
in one second changes your thought process
regarding trade management and allows you
much greater flexibility. You can scale in and out
of trades, add positions or cut down your size and
generally mold your trade around the current
price action.

You are now literally in the trading pit and you

can observe the bid/ ask ladder, watch prices

change second by second and automatically
adjust your profit targets and risk levels all dayyg. POINT, CLICK AND IT'S DONE.

This is not your Daddy’s market anymore and theralds are no longer relevant. Risk management is
a function of trading proficiency. The efficacyyafur trading methodology determines the level of
exposure on each trade and that requires a sdlidrstanding of when a trade is working and when it
isn't working. If you notice the signs that a cydestarting to change ... does it make any sengesto

sit there and let your stop get hit? Of course Wot! respond to the obvious changes and take
corrective actions to make certain the airbag doesmw up in your face.

Everything we've discussed over the last 90 pageesigned to alert you to an imminent cycle
change, to allow you to objectively define a sherin price trend and to provide extremely visual
milestone markers on your chart that alert to ditigaopportunity. Let's use those same milestone
markers as our guide on trailing stops. First weskk a ‘hard stop’ of 10 ticks. Whenever we bugar
short an automatic 10 tick stop loss order is pladdat’s our airbag, it's only there to prevent a
financial disaster. We never, NEVER want that airtbaexplode on us.

If we buy the ES at 1123.50 our automatic stop i®&s5 points (10 ticks) lower at 1121.00. That's
very wide stop and our intention is to abandontthde, long before the stop is hit, if the cycle
reverses before we hit our profit objective. We @ming our entry as momentum starts to accelerate
higher. The wide trailing stop is there in casewasireport comes out and the market turns on asalik
mad dog.

Since we have over $15,000.00 in our trading accaerare buying 5 contracts. That's aggressive
leverage but our win ratio is 74% if we hit thed@aas momentum is just starting to accelerate.
Our strategy is to buy (sell) 5 contracts. We dffseontracts at 4 ticks for a realized gain of G08.
We offset the last two contracts at 8 ticks foealized gain of $200.00. Total gain on a successful
trade is $350.00.
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On this particular trade the market is in an updrand that improves our odds of success
dramatically, at least for our initial 4 tick tatgBelow is a screenshot of the 7,500 volume cinan
08/09/10.

Study the 7,500 chart carefully for a moment. Thgtions on that chart refer to rules we've stated
earlier. Earlier, prices came up on a HPL BUY algithey rallied up and BROKE OUT ABOVE
OUR RESISTANCE LINE. The resistance line was redeéhever prices close abov&BD
RESISTANCE LINE we are making a new HIGH. When the first PH proftsa RED
RESISTANCE LINE we never take a short trade agrtned and momentum have now shifted up
creating a new Up Trend. ( An Up Trend is Highegti and Higher lows).

Our 3,350 chart confirmed the trade with a TWO UPYBSIGNAL. More significantly, the open blue
candlesticks broke out above the upper E Band & HR{GGERLINEVMA was also above the E
BANDS.
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The 22,500 chart supported the trade as it stilldaullish bias, Triggerline was on the top of the
candlesticks and above TriggerlineVMA. Candlestiskse blue and closing above TriggerlineVMA.

In sub graph 2 Triggerline was above TriggerlineVidét more importantly, it was above the Upper E
Band.

As the 7,500 volume chart was setting up for that fotice the screen shot above of Snapback on
$Tick. We discussed the oversold values at —406vegr. Snapback hit —414.00 then leaped back up
sharply and turned positive at 13:50 PM. This tefighat there is buying on the Big Board and that
was supportive of the buy signal setting up on®&00 chart. So, our primary chart (7,500 volume
chart of ES) was flashing buy signal and all of filters supported the trade.

Your 5 long positions were filled at 1123.75. Psiceoved up to 1124.75 and 3 positions were closed
out for a realized gain of $150.00. Prices moveghéi and the last two positions were taken off at
1125.75 for another $200.00 gain of 8 ticks onti@runners. Let's go back and examine the trailing
stop loss on this trade and do a little math.
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When we put a trade on, the amount of margin reduior that trade is the basis for our profit anss|
ratio. The intra-day margin for one contract is $0® with another $750.00 in reserve. For 5 cotdrac
we used $3,750.00 in margin. | suppose you couldisgoker terms, that was our ante. Our profit on
the trade ($350.00) is a 9.3% gain on the margaa us

Let's look at the potential downside on that tradar AIRBAG stop was 10 ticks ($125.00 per
contract) below our fill price. In a worst caserszeo if our stop was hit we'd lose $625.00 or 1686
our $3,750.00 margin for the trade. That's $2.0e$ for every $1.00 of gain. At a glance thaorat
seems destined for ruin using gaming theory. Baiigg theory gets a little more complex when you
plug in variables that improve the odds. In oucwmstances, the win ratio on the First new HPL is
near 75% if entered at the beginning of the movet eans for every 10 trades 7.5 of them work.

The second critical consideration is our mentattaéss and our ability to exit a losing trade befour
stop is hit. Although we’re using a 10 tick tragistop for emergency landings, it is our intention
never give up more than 5 ticks on a losing tréfdee can limit our loss to 5 ticks per contractan
losing trade then the numbers start working owtunfavor.

WINNING TRADES @ 75% win ratio hitting both protiargets.
7.5 trades at $350.00 per trade = $2,625.00

LOSING TRADES @ 5 ticks ($125.00 per contract)

2.5 at $312.50 = $781.25

On 10 trades we have gains of $2,625.00 and ladsk&81.25 for a net of $1843.75. In a typical
month there will be 100 trades, which is an aveddgetrades per day. That means theoretically, we
should be able to pull out $18,437.50 trading fieatracts per signal using the trade management
strategy above.

Will you hit those numbers? Maybe, and maybe NOTf@ those numbers guaranteed? Of course not!.
Are those numbers achievable? Yes, definitely. ftanmake more than that? Yes, by modifying your
trading strategy. Can you lose all of your mone¥SYDEFINITELY! This is a high risk business
where only the most focused, disciplined tradecesed. Dreamers and gamblers are the profits for
the serious players. Their mistakes are what thieplayers feed on.

Those numbers are the benchmark that you should
use in defining your trading performance. The key
to this strategy is limiting your losses to 5 ticks
REMEMBER ... THERE WILL BE LOSING
TRADES. If you are unable, emotionally or
psychologically, to accept a losing trade then you
will fail as a trader.

At a certain point in a losing trade you must atcep
the obvious reality on your screen and ‘CUT

BAIT’ before your stop is hit.

So, we talked about a 10 tick stop loss but, we're
only willing to lose 5 ticks on a bad trade. How is
that possible unless we change our AIRBAG stop
to 5 ticks?

We leave our AIRBAG STOP at 10 ticks and we
manage the trade using our indicators. We look for
any visible threat to our position using our prignahart and our filters. At the first sign of danges
cut bait.
When you look at a 3,350 volume chart you'll semadhings that don't initially appear on the 7,500
volume chart. Let's examine some of those things thpresent a threat to your market position and
we’ll define that point where you must take actiorprotect your capital.
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TIME and PRICE
There are two components we deal with intra-dageland Price. If prices don’t move vertically, up o
down within a reasonably short time frame, sometlisrusually wrong and players start cutting bait o
reversing their positions. When you put a tradevemare attempting to catch a momentum surge. That
surge should deliver 4 ticks or more in a relatnafort period of time.

For example; on a buy signal (TWO
UP BUY OFF THE 3,350 CHART)
prices typically advance 4 ticks or
more in 4 to 5 minutes from the
trigger bar. (First open blue
candlestick that closes above
TriggerlineVMA and the middle of
the E Bands).

4 ticks in 4 minutes That's the

EGG TIMER rule. You can
actually buy an egg timer and put it
on your desk. Once you get filled on

a trade set the timer fék minutes

If the market has not hit your first profit targst4 ticks in 4 minutes ... YOU GET EXTREMELY
FOCUSED BECAUSE SOMETHING IS NOT RIGHT. Now, justdause the market has not produced a 4
tick gain in 4 minutes doesn’t mean you automdiicabandon the trade. Sometimes the market can take
10 minutes to move 4 ticks but, after four minutea trade, without a 4 tick gain ... you start laukifor
threats to your position.

Study this 3,350 volume chart for a moment or thlais is what a failed trade looks like. Pay attemtio
the time at the bottom of the chart and think imigof price movement and time in the trade. OrilAéO
UP trigger bar the trade was executed at 21.25h®méxt candlestick beside the blue up arrow. Algtua
the fill was better than 21.25 but we’ll use thghhof the trigger bar as our reference.

The trade was filled at 10.36 AM. That's when tH@@& TIMER starts the count down. The AIRBAG
STOP is automatically placed 10 ticks below thiepfilce at 18.75. The clock is now ticking .. tidlgk,

tick, tick. As soon as you were filled prices rolled back dagainst your position .. That's not
Good!” Prices drifted back up to your fill price of 21.254t fell back down agaitiThat's not Good!”
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You're now 5 minutes into the trade and thingsraoeworking out as planned and prices are rolliagkb
down again. 3 minutes later prices again move Wita5 and again they retreat back down. 8 minates
the trade and not even 1 tick of gain. Even waasgjou look down at Snapback it's dropping beldsv it
white line.“That's not Good!” Prices have attempted to move above 21.25 fmastnow and every
time they drop back dowtfiThat's hot Good!” 12 minutes have passed by and now your mood has
soured. Something is not right with this trade.

At 10:54 a candlestick heads down and crosses bEtmgerlineVMA. It's turning red, but you need to
wait until it closes to be certain it stays red.HM IT CLOSED BELOW TRIGGERLINEVMA AND
STAYED RED. That's a cycle change on the 3,350 ... a SELLINGOCE! You're long and a selling
cycle has started on our shortest interval chiittgets worse prices could drop down lower artd/bur
stop. THAT'S YOUR EARLY BAILOUT. If you are long ..and ... you've not hit your first profit target
of 4 ticks ... you bail out on the first red candielsthat appears on our 3,350 chart. That will Ugwget
you out with a loss of 5 ticks .. OR LESS!

On our trading strategy, the first target of 4 sick critical from a risk management perspectifreud buy
5 contracts and take 3 off at 4 ticks we've locked gain of $150.00 or 12 ticks. We are still Idhg
contracts. We adjust our trailing stop on our twmoners to 4 ticks below our fill price. If pricedlled over
and fell 8 ticks (2 handles) lower from our firatget and we were stopped out on the runners vgéitve
covered commission and made some lunch money foefarts.

On the trade above, the market failed to give tisk4 initially and that leaves us totally exposéée must
abandon the trade at the first threat to our pmsitA red candlestick on the 3,350 chart, when redang,

is a dangerous threat to our capital base. We teekelep our losses down to 5 ticks or less fomilmabers
to work out for us over the long term. When yoularg ... and you've not been able to cut down your
position with a 4 tick gain .. and a red candléstippears on the 3,350 chart .. ABANDON SHIP!!

Naturally, when you are short the opposite applies.blue candlestick appears on the 3,350 chefdrb
you get 4 ticks on your short trade ... ABANDON SHIP!

So here is a trade strategy you can employ. When
you buy, automatically have a limit order 4 ticks
above your fill price for 2/3rds of your position.
Your initial trailing stop is 10 ticks below your
price.

Once the 4 tick target has been locked in and
you've cut your position size down, pull your
remaining stops up to 4 ticks below your initidil fi
price. At that point you have a free trade.

Our second target is 8 ticks, on our two remaining
runners. The critical part of this strategy is take
certain that your initial 10 tick trailing stop ..

IS NEVER HIT.

This particular strategy is only a suggestion,eher
are many more creative strategies that you can
backtest with the Black Box Builder. Consider usingltiple contracts and also try an all in all out
approach for a realistic fixed target per tradeer€hare unlimited trading strategies, but you rficst
get the basic concept down and understand hovatbak indicators used in your Black Box Tester
strategies. Your goal is to achieve a win ratioveetn 68% and 78% on single contract trades. Then,
you start adding contracts and designing a morepoeinensive trading strategy around your win ratio.

Surprisingly, a win ratio of only 60% can producdstantial gains every month with a well designed
trade management strategy. MORE ON THAT LATER.
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COUNTER TREND TRADES ... CATCHING A MoMo WAVE

The reason we favor ‘Trend Trades'’ is because titgome is more predictable. We know the average
length of most typical pivot swings in a trend oapdown. We know that by trading with the trend cea
be late on the trade and still make money as wéradling with the majority of traders and the pueess
in the direction of the prevailing trend.

In fact, with most ‘Trend Trades’ we don’t need qdete alignment on our oscillators and filters. T$ha
the neat part about trend trades. The pressutedfénd pushes prices even before all of ourlatmis
give us the strongest alignment profile. That me#nge are trading in the direction of the tremgy can
get in early, even before all indicators tell tilme to hit the button. That's the power of tradinith the
trend, the trend is more forgiving and gives usarftexibility.

When attempting a trade against the trend we &neganuch greater
risk in pursuit of similar profits. We are, in esse, hoping the
countertrend trade will actually reverse the priavgitrend. We are
hoping to catch a significant inflection point dnela big hero as the
trend reverses.

Before we discuss considerations for a countedtteade | must first
warn you regarding Mr. Markets sentiment about ¢teutrend
traders. He loves them! They are the best sucketBeoboard and
they are sooo easy to take money from most times.

You see, most counter trend traders think they kwhere the low

price, or high price is in a move. It could be@ofl pivot, a Market

Profile level, a Fibonacci cluster or an educateesg from chart

patterns. These people are so arrogant that thegllcplace limit orders at their preferred rexangrice.
Mr. Market loves those fools because he can ctusimin a wink of an eye. He might give them a tick
two just to make it fun, but then, as they hold@anmore, he totally destroys them as punishmenttieir
arrogance at attempting to ‘divine’ the future.

Here is a simple rule to follow on counter tenalésYOU DON'T WANT TO BE THE ONLY ONE
FADING THE TREND. Read that last statement over again ... very cllyefdon't ever think you can
pick the TOP or BOTTOM of a move. Don't even tryhtoy at the lowest price or short sell at the highe
price. That's no different than flipping a coin athdse are not good odds.

Remember, we are business owners
deploying our capital ONLY when the
odds of success are much better than a
50-50 coin toss.

If you want to roll the dice then book a
weekend in Las Vegas, Reno or Atlantic
City. Have fun, gamble your brains out
and then come back to your trading
business to recoup your gambling
losses!

Obviously, when you review the charts

in the evening you notice certain

counter trend trades that really pay out
big returns. That's always the temptation for ceumtend trades .the big scoreWhen you examine
counter trend trades that work ... you start to mosiome similar momentum patterRead that last
sentence over again, and agaitt implies that you do some serious homework ameer trend trades.
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Why is it that some counter trend trades work yegdlod and others completely bomb out? Is there a

pattern to this that can help determine when we lzaviable counter trend set up?

HOMEWORK ...STUDY THE CHARTS ...EXAMINE ALL CONDITIONSON WINNING
TRADES...HOMEWORK! Obviously, we can’t stress thabagh. If you take the time to study the charts
... every night ... you'll see similar patterns thapagr on counter trend trades that work.

Let’'s examine some conditions that lead to a ganhter trend trade. Below is a 7,500 chart of ES.

Counter trend trades are pure momentum tradesk iithem as @#sunami a huge momentum wave on
multiple time frames that breaks the trend. In ofde us to consider a counter trend trade we Hinsstsee
the strongest momentum profile possible.
Blue candlesticks busting outside the upper EdBaNotice how the earlier rally attempt failed i

1)

the middle of the E Bands.

Blue candlesticks closing above TriggerlineVMA
TriggerlineVMA above Autostop

Fast2 is Blue

Snapback i) Blue, andb) above it's white line and) ABOVE 0

KPVS isa) Blue, andb) above it's white line and) ABOVE 0

That's just the
7,500 chart. For a
counter trend trade
we need even more
evidence than that.

On our 3,350
volume chart the
candlesticks must
be BLUE, we must
have a TWO UP
BUY SIGNAL and
the candlesticks
must be closing
ABOVE the upper
E Bands
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We also want the DOW to show upside strength asethtue chips are embedded in the S+P 500. So, on
our 50,000 volume Diamonds (ETF) chart we want FAETbe blue and the candlesticks to be blue as
well.

Study that Diamonds chart carefully. Candlestickeed Blue as did Fast2. Let's look at 1 moreffitie
that set up, Tick of $TICK. This gives us a momemtnapshot of the NYSE.

Notice how Snapback, after being oversold, belo@0;-4piked back up, went blue and went above 0.
When you go back and examine that set up by lookiradl four charts above you'll see a strong MoMo
confirmation right across the board. A prepondegasfoevidence suggesting that prices would continue
moving higher. The strength on the up move on tB8{ chart was one thing, but when you see the same
strength on all of our filters that normally sugiges sustained move. In other words, the odds better

than 50/50 that prices would continue to advangién, at least 4 ticks higher and maybe more.

Go back and look at that 7,500 chart again. Remertieg in a downtrend, any bounce back up is
normally contained by the upper E Band. Noticettt earlier swings back up failed to get outside Eh
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Bands. This time prices came up and broke out atfevepper E Band as momentum was accelerating at
warp speed. In addition, all filters supported bineakout.

Let’s look at a counter trend sell signal. Essdigtithe same conditions, in reverse. Here’s the7/ESD0
chart first. Notice how prices rolled back down afPH and came back the middle of the E Bands. S hat
where we’d expect a new higher low to start formiRgces tried to turn back up but there was natipes
MoMo. Snapback was below its white line and belowfices then dropped down to the next level of sof
support our lower E Band. Again, they tried to tbaeck up and again ... no positive MoMo. Then weajot
‘THUMP’, that big long solid red candlestick thdbsed well below the lower E Band. That pretty much
capped it for the bulls. Momentum was aggressigebelerating to the downside with price.

Notice the momentum profile on that big red canites TriggVMA crossing Autostop, Fast2 red,
Snapback below 0, below it's white line and red &RY/S below 0, below it's white line and red as lwel
Let’s look at the Diamonds chart.

A strong down picture there as well. Let's takeaki at $Tick to see if it's supporting this breataho
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Again, we have compelling evidence that prices miive lower and the odds of that happening aregrea
than 50/50 when all markets are moving lower irsani

A CONFUSING ISSUE
You'll notice in our discussion of counter trenddes I've suggested that Snapback and KPVS neael to
above or below 0 and have the right color and sih fio order to get the strongest momentum profile.
Please make a nofEHAT'S ONLY FOR COUNTER TREND TRADES! On a counter trend trade we
need the strongest MoMo picture possible and wed teesee it on multiple securities, not just the ES

As mentioned earlier, when we are trading withtteed we don’t need absolutely perfect alignment
because ...THE TREND IS OUR FRIEND. Yes, | had tp #tiat in there, almost gagged myself when |
typed it, but it's so true. We can take ‘TREND TRBS with a much weaker momentum profile because
the trend is pushing prices in one direction anttereading in the same direction. We can havetlaera
sloppy momentum read and still make money basdatentrength of the trend.

With a trend trade Snapback only needs to be aibswehite line and accelerating up on a buy sigoral
below it's white line and accelerating down on ksignal. It doesn’t need to be above/below 0 tred
correct color. It needs to be moving in the dimetof the trend only. That gives you some aggressiv
early entry points which we’ll discuss shortly. Téame rules apply to KPVS. As long as we're trading
the right side of the prevailing trend we can takeles with a less than stellar momentum profik stiil
make good money.

BUT ... when we are taking a trade AGAINST THE TRENDwe had better be absolutely certain we
have the strongest momentum profile possible.

On the 7,500 chart below we’ll compare the resofita trend trade and a counter trend trade bgsed u
the momentum profile at each set up.

A TALE OF TWO CITIES

On the left side of that chart is a LPH SELL SIGN#Ldown trend. At a glace, you know it's a DOWN
TREND because our resistance line is RED and tlvagea lower pivot high set up. Now notice the slopp
momentum profile as the trade unfolded. Snapbacknea strong, KPVS was not strong ... BUT THE
TREND WAS DOWN and the strength of the trend pugheckes two handles (8 ticks) lower from that big
red candlestick.

Again, trading with the trend allows us to stepima momentum profile that is less than pristin@y\&tep

in early? Well, you make more money because ydraing with the trend. By waiting for an absolytel
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perfect set up on that short trade you gave upcara 8 ticks on your fill and in a shallow movedikhat, 3
ticks is a lot. See how THE TREND IS YOUR FRIEND?

On the Counter Trend Trade we needed to be cdhtare was enough ‘COUNTER TREND
MOMENTUM'’ to push prices back up again. Notice hemapback on $Tick reversed from oversold (-
400) and sprung back up above 0 and was blue ¢edbater trend trade?

You'll see that pattern many, many times and Iste$ there is buying on the Big Board as well.&Qrend
trade we can be a little more aggressive and wé dead everything in the kitchen sink to suppb# t
trade as the trend works for us.

BUT .. on a counter trend trade we want the chiartSCREAM AT US’ before we take a risky counter
trend trade. Let’'s see what the Diamonds chartdddike on that counter trend trade. Did it suppdrat
we were seeing on the $Tick chart and on the 7EB®@hart?
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Yea Baby! It also said ..."Take your shot!” And yesy 3,350 volume chart of ES also said go for it.

Whenever we take a trade ... we need a rational neastake the trade. In a defined trend .., thaiils
reason, we're trading with the prevailing trend.

In an up trend we BUY the DIPS. What's a dip? ttis HPL! WE BUY A HPL!

In a down trend we sell the counter rallies. Whatounter rally? It's the LPH. WE SHORT A LPH!

When we take a counter trend trade it's based poreMoMo. When we get a dramatic momentum
profile ... against the trend ... and we see it on ipl@ltsecurities and different markets ... we takéat.s
Counter trend trades tend to be riskier, but they #&nd to produce larger gains ... if they can rex¢he
prevailing trend. No pain .. no gain.

The 7,500 Volume ES chart is our primary chart,dhe we base all trading decisions on. The 3,350

volume ES, the 22,500 volume ES, the 50,000 volDmaenonds chart and the 200 tick of $Tick charts are
our filters. On trend trades all we need is thé@,&8d 3,350 volume charts of the ES. For coungsrctr
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trades we need ALL OF OUR FILTERS IN ALIGNMENT. Letook at some typical TREND TRADE set
ups with the 7,500 and 3,350 volume ES charts. ieaetypical HPL BUY set up.

When trading with the prevailing trend we do noteheénaximum strength on our momentum oscillators to
enter the trade early. On the 7,500 chart, SnapWaskabove its white line but still red. It was @lecating
up with price and we had a TWO UP BREAK OUT BUYmatjon our 3,350 chart signaling a strong
reversal in MoMo on that HPL. The buy was at theptetion of the yellow candlestick and beginning of
the blue candlestick on the 7,500 chart. WHY? Bseahe 3,350 confirmed the rally with a TWO UP
BREAKOUT BUY on the yellow candlestick on the 7,5€i8art.

Notice that TriggerlineVMA was not above Autostaptbat early entry set up. Because the trend was UP
... we don't need the strongest signal to take theetr The trend momentum works in our favor.

The chart above has two trades. A HPL BUY SIGNAL220 PM and an M TOP failure swing (Double
Top) SELL SIGNAL at 13:20 PM. Please remember #maiM TOP SELL SIGNAL is essentially a counter
trend trade as the market is still in an up trewhatil prices CLOSE below the support line on o500
volume chart we still have an up trend. Once price®SE below support the new down trend is
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confirmed. On M TOPS you should use your filteke lany counter trend trade. Here’s what the Diaraond
looked like on that set up.

Was $TICK positioned the right way on this trade?
Yes. Whenever we look at an M TOP or a W Bottom
we are taking a minor counter trend trade. | sayomi
because there is usually other evidence suppdtiang
reversal and potential trend change.

If the peripheral evidence from our filters isostg
enough then there are better than 50/50 odds that a
trend change will develop off a W Bottom or an M
Top.

Not to beat a dead horse to death, but, with TREND
TRADES we can be aggressive and the MoMo profile
can be sloppy but the trend will push profits oaryw

With counter trend trades we need to see MAXIMUM
MoMo strength on multiple time frames with multiple
securities before we are ready to commit monekhéo t
trade.
It is important that you understand that the Kwi@P indicators
are not designed to predict the HIGH or LOW of ameatum
swing. We leave the crystal ball stuff like thattopghe wizards of
Wall Street and the hucksters on the internet.

That means with Kwik*POP you’ll never sell at thaet high or
low of a move. Our mission is to take the ‘meat ofithe move.
That's the middle part between the high and lowaxth pivot
swing.

Kwik*POP indicators can be used in tandem with gtpeedictive, market trading methodologies such as
Elliot Wave, Fibonacci sequence, Market Profilen@Géngles, Floor pivots etc.,etc. In fact, we have
good number of long term Kwik*POP users that atatineely good in some of the disciplines mentioned
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above and they use the Kwik*POP momentum profileanfirm their assumptions about a reversal point
in the market. Look at that M Top pattern agairtlmnlast few charts above.

Let’'s assume that your Fibo/Gann/MP/Wave and/awrfpivot analysis suggested a top should fornhén t
1085-1086 area. The market tested 1084.50 twicgah®second attempt at 1085 it turned down givisig u
an M Top SELL signal. That M TOP sell signal wapparted by our filters and showed a strong
momentum reversal off the 1084.50 level on the sgé@itempt to break out. Now a purist, one who
normally gets butchered on most trades, would fsai& move up above 1085.00 before doing anything.

But those traders that are successful are also ..ryveractical 1084.50 —1085.50, hey, it's a price range
and when they saw the M TOP form close to theifggred numbers, and it was confirmed by our filtens
the Diamonds and $Tick ... They'd of shorted the ayapof the market on the first red candlestick tha
formed on the 7,500 volume chart. That was confiionathat the price level (price range) they had
targeted was indeed, a reversal point. In othedsydhey were using Kwik*POP to confirm their
assumptions based upon other metrics. An M TOFkay aesistance level is a very reliable sell signa

Our mission with the Kwik*POP indicators is to get the correct side of the current momentum swing.
We are not looking to pick off the exact high or lav of a move We are looking to step into a move when
there is a strong momentum push up, or down. Weusé&end definition analysis on the 7,500 chart t
filter out lower probability trades.

For example; in an UP TREND we favor the buy side ok to target the HPL set ups (buy the dips),
placing the odds of success on those trades ifagar by trading with the trend. Trading again trend
usually doesn’t play out too well unless we getharp MoMo reversal and a breakout below the E Bands

In a DOWN TREND we favor the LPH sell signals. E&iae the market pops back up (off a new PL)
above the surf for a little air, we sell it agakpecting a new, even lower PL on the next wave ddve
never worry about the exact highs or lows of a moseause there is more than enough profit to beemad
by stepping into a trade as the momentum is ragdisting to accelerate up, or down. Like a suser are
targeting that sweet spot where the big wave begigsirl. That's when we hop on for the ride.

When trading the ES, everyday, we get between&; teally good trading set ups. We know that the
market can only travel in one of two directions .P br DOWN. Each move up, or down offers us a
trading opportunity. Because of the frequency adiéis every day our motto is quite simple ... Be patie
because THERE IS ALWAYS ANOTHER TRADE. If we misg@aod wave we simply wait patiently for
the next one to form.
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We are always looking for certain patterns thategpPatterns that we see many, many times everk we
in the ES market. Patterns that we study, dissettjaantify in terms of profit performance. If yobserve
a similar pattern and market structure 300 timebrastice that 225 times the pattern produces aafain
between 4 to 12 ticks of profit with proper tradeeution, you have a reliable statistical profitetbat
pattern. In other words, you know the odds of sss@m that pattern.

As business owners (traders) we only play set ughstive best odds of success. We only deploy opitala
when we have a definite edge. For some reasonmeediies assume the term ‘traders’ implies gamblers,
speculators, high risk, high rollers. That could be further from the truth. The 25% of all playarshis
game that consistently make big money from tradirggbusiness professionals, risk managers that have
learned how to leverage their capital on opportemithat offer much better than a 50/50 chanceiofess.

They don't roll the dice or take extremely riskgdes. They are students of the market and they are
constantly studying price action before and afterdlose. They consistently seek out above average

opportunities with reliable parameters based upeir tesearch and observations. They repeat theeps
over and over, every day, like an assembly liné¢hanks out products.

That's the real way to tap into tf6d BIG MONEY MACHINE $$

WAYNE HARRISON PRESIDENT TS LEASING GROUP INC.

RICHARD RASCHDORF VICE PRESIDENT TS LEASING GROUP INC.
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