For day-trading techniques, simplicity and discipline are more important
than having the latest and greatest black-box trading system. One such

day-trading strategy that is effective in both equity and equity index

BTV TECHNIQUES

markets is the breakout or mementum trade.

Taking momentum

to the bank

BY THOMAS I BUSEY

y definition. day Irading is

shart-term. Thar is, the entise

trading cvele is complered

within the coure of o single
day or trading s&som. Given thar con-
stzaint, prices must move quickly
ti profit, Another way o describs fst
maving prices is 1o say chey have
mczoeiue, and coe of the bese wars
te rzke mney quickly i oo jumpingo
the marker before this momentum
haz Tun its course.

Cmie af che more busic day-trading
arrategies i based arcund this concepr,
[t's the breakout crade. This siratepy
Ty b used roorade o nnmber of finan-
cial products. Hesever, ic can e most
usebul tmaling equities and couity indes
futures, such as those based on che S5
300, Dow Jones [Industeial Aremgs,
{German Dax and Bassell

DETERMIMING BIAS

The first step- oo this techrige i deter-
mining the mood of the macket, Are
the hulls on the bears in charge! O, s
thers a Tack of consensus amons raders?
[ty cannor decide whether tm be long
or share, sit-ot the sidelines: Do noe
atmerpr a mnmentum rade it there isn'c

a clear evarall sentiment of the marker,
Xey numbers: marker indicarors
and simple chares help idencify the
general marker bias,

Begle: with k-r_}' rnmbers or pivots, A
key number is 8 price poine thas the
matket respeces. Thar s, i s a place
where the bulls successtully stapped &
downwacd move, where the bears
refuszd 10 allow che bulls to 2o higher,
ar @ paine where prices tend oo shif
These key mumbers alzo are called
SUPOIT, FCsismanice snwd AL pints.

Tovget started with this analysis, con-
sider such facts as where che marke
cpened this month ard where ces are
in relacion to that. What sbout the
weekly number? Have bulls or bears
wonout =0 fac! What are the weekly
highs and lews? Then, perfato the simme
analyzis for che last couple of mading
days.

Ui vou havee comsidered the Brosd-
er contex, Iook ar the cugnent prce.

here che macker corently stands in
relation o thess varicus views of the
bigaer picture may not el von by or
sell, but it will give o a good ide of
which way the wind i blowing.

Iey aacldinedn v key numbers, several

impareant indicitors alwo help in s
ing tmarker direction and momennm
Anyindicaror used by many mades &
the Blew York Soock Exchangs (NYSE]
Tick. The Tick numencally refleces te
nunher of stocks lisred on the HYSE
that are moving up based on theis mi
recenc ticks The nambser s et fgie)
and e based onall the socks onthe
exchange. As such, ir shiows how the
srkes is collectively perfooming, [Frhe
Ticlk: is registering 275, thar oseans thof
23% more stacks on the exchianps
moved highier om eheir Tase rick thans
thezze thar maved down, N

Thie Tick may chanpe quickly. dsq
rule, readings of plus or minos 500
nor parcteculbatly significant. I'I_-;w.:el.la;,
thee stronger or weaker the Tick roals
ing, the more opinionated the markay
is considered to ke, Tick readingsok
l.m O gredler CRPTERS A prononel
senfiment. For example, if the NYEE
Tick is 825, the longs are i conml
Likewise, a negarive 825 suguets die
lrears are in q.'.hgrgr.

It's imnportant e nealize, though to
thee Tick can get too high ar too low. In
such cases, the marker may be o
bought or oversold and & poice Al
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ment away from the direcrion of
prercetved strengthe may follow.

T cther indicatens wowarch e the
HMYSE advance/decline line and the
Macdaq advance/decline line. These
indicarors reflect the number of stacks
on the NYSE and the HMasdag
Composice that ane mading up or doan
duving the session.: The dara. are based
an the preavious day's chming prices.

Az, 300 85 a pood basseling. T8 mre
than 500 srocks on the Masdag
Clornposie are Teading above yesterday's
choze, b may Be e to buys Likewise,
if roore chan 300 are selling off, there
may ke a shoming oppercunicy,
I o extremely bullish mazker, these
indicators wivy mn well above phe o
minus 15000 The Nasdag and NYSE
advance/decline  indicarors assisc
in determining the sentimenc of
the market and in gsuging the depth
of thar scntiment,

In additicn o these basic indicaroes,
you should also resiew 30-minure
charts. You'll want to ask s number of
questions about recent prce atticn. Ane
prices mending up-cr down! Whar was
the lase 30-muimure bigh? The low? Are
prices :;urn:‘nfl}' alwrve o below these
key points! Chhvicusly, if minuse-by
e e trarkeris moving down, the
shwrts are 1o conrrel. |nuchs & stenario,
dor’t wry e over-think the market; jus
dan't bavy e, As the adare goes, do noe
fighe the mend.

TIME T ACT

After you have identified the senzi-
ment of the market and decidled o be
long or shorr, it's time o leck for the
right time and price oo ger into the
teade. Momentem Ceadiere e g lar
lile smfers looking to tide a good
wave, [hey want to spot a-macker
e e s building up speed and ride
it b some sliort-term profic.

A any experienced trider knows,
there rend o be dmes during the mad-
ing day when volume iz greater and
prices mowve quickb. That @5 the hese
Tinge to put on a3 momentum trade.
Idenrifying such simes akes practice
Pefore exeonning this sraregy, ohoere

the market and leam if and when prices
for che stock orfutures contracc
expuience thie mmcsr price MOVEMEnT.
Look for recurring key. times when
TCMIETITUN i Qrearcsr.

For example, when the trading
SEEAION. Bpens, activiry is uswally
high, Frices move up and down quickly.
Therefare, the ficst hiour and a half
or s0, tend o be good for the momen-
tum tradar. The e ice end of
the trading day s also poody activity
ofteny heats up ax the end of a:session.

Traders are liquidating pesitions and
thac helps feed marker moves. This
clten makes the firal 33 w0 45 minures
of @ session fertile for quick and
proficable breakowt mrades,

T see the internal strengrk of a
e, Ao tieed T v volime during
ircremental tme frames. Most cading
plattorms can repare the chares ar con-
mracts being traded. Iois important to
mhcnitor valuare E}rﬂtllﬁl:‘: 11 [h& ILu-e| foar
mementam, whick, in nm, is the basis
for a breakour made.
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_Trading Techniques cospowes

fisalher interesiing enuity nd
; 'nesmnne&’ln 1hunﬂdd§e m 1he

To plapaine a price at whicl o
buy or sell, Terurn o the 30-mmute
and daily charts and sdentity poines
Lp'f 5|.|F||-"..|r: :LrII\.I Fesizlance near r_I'LI_"'
curmrent teading price. To the upside,
wheee did the hulls hir resismnes?
Arwhar high paine did the becs step
in-and move prices down? Ta the
shiore zide, haw Far were che bears
able eoo g0l Ac whar poinc did ehe
bulis see 4 bargain and step in and
seart buying? It is eritical to idenrify
support (the price fooc) and resistance
{the price ceilingy,

Lising this strategy, you need to
wait until support or resistance is
broken béfore you act. Den't roy oo
predice i 1§ you buy premarurely,
by definition vou don’t yer have
TOCTLEILTArY Gy e S,

If the sentiment of the marke
i3 bullish, che time of day is righ,
indicarars point to higher prices and
resiscance is broken. jump inand
ride the wave.

Thee reverse would abio be eee for 2
share If the sentiment of the markes &=
jﬁﬂ.'lﬁ.'ll.'l'l‘r. chere 15 0 great deal of volume
and mamentuny, indicames poine kiwer,
aniel support is braken, go shart. [lu-n
surf for some l.'|_l.||.l.L prefits. (See
“Trading rimes," page 55 and gbove,
for exanples of these basic momentiam
fnoves ak work. )

TRADING TIMES: RUSSELL

Successhul tades should pay off quick
Iy. If it doesn’c, mamentum may-have
stalled our. Constantly evaluare the
possrin. I it comes to e poine sher
vome ¢t confirm and valudate che
trace, exit the pesitior: and wart fora
betrer oppoTiusniry.

The momentum or breakoar smarepy
i3 probably the most commion day-
mrading rechnique. However, o execurs
ir successfully i a towe are, The steps
fisay seen simple: determine the senti-
ment of the marker and then find 2
wave of buying of selling in nme with
that senciment. However, as anvane
whis has tried davotrading appreciates,
carmectly idenrifying the mood of Wall
Street s notan csy ik,

[ rabizs hinsl work, patience and dedi-
carson o master-any art Day-rdioe w
v diffzrent o marrer bow simple the
COTC SITATEQY LAy Seam. 'FM
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