Al Brooks Summary from |-TradeFutures......www.tradorslaboratory.com

Chart Settings:

e 5 Minute Candle Sticks
e 20 Period EMA
e Volume (Optional)
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Basic Bar Count Strategy:

Wil

e H1 —First pullback in an uptrend, above 1* bar that has a high above previous high.
e H2 - Second time a High above previous bar in that same pullback

e L1 - First pullback in a downtrend, below 1* bar that has a low below previous low.
e |2 —Second time a Low below previous bar in that same pullback




ENTRIES
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You need a 6 tick move
to make 4 ticks on a scalp
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STOPS
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Protective stops

i
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L2
— Initial stop = 1 tick beyond signal bar.

-I——— After scalping 4 ticks, then breakeven.
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Also use money management stop (about 2 pts). 17
When average daily range is huge,

use a 4 point stop and a 2 pt target and trade half size.
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HOW TO ENTER ON SIDEWAYS OR UPTRENDING MARKET:

radettstion Chart Anabytis - FS208.0 § min |CME] £-mini SAP 500 Dac 2008 mm <lwl
'08.D - 5 min CME L=1187.25 .26.50 .2.18% MAX 20 (20) 1196.32 |

Bar Counts: H1, H2, L1, L2
n a sideways or up market, you are looking to bull pullbacks.

he first bar with a high above the high of the prior bar is a H1. ﬂl‘ju“'

+1,264,

he sécond occurrance is a H2 (the third is a H3 and the fourth is a H4). 11,248,
T +1,242)
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H2 r.222)
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i Iﬂ; ' H2 Wait to buy an H2, which is the end of a two legged pullback. ‘1214
: If the trend is very strong, then buy an H1. :121o,|
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HOW TO ENTER ON SIDEWAYS OR DOWNTRENDING MARKET:

f08.D - S min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 1196.32

+1,228.
In a down or sideways market, you are looking to sell rallies. F1,224,
L The first bar in a pullback with a low below the low of the prior bar is a L1. o
- 1,218,
The second occurrance is an L2. P—
Look to sell L2s at the [

‘ moving average. In ;‘2"“
-l strong market look to 11204
' +6! short L1 L2 {1200,
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L1* is effectively an L2 since it is two legs up fmu,
(the first leg ended with the bear doji bar two bars earlier). o
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TWO TYPES OF TRADES FOR BEGINNERS:

B g g i | < ¥ .

:m.n. . Le1187.26 26.60 -2.18% nmn L — —
~ Until you are consistenly profitab

l !l oﬁly take 2 types of trades.

| First type = trend entries. l}ﬂ i
| Either H1in a bull or L1 in a bear

| (microtrendline failed breakouts in a

| steep trend), or H2 and L2 near EMA.

Look to buy a H2 near the EMA in a bull
or sell a L2 near the EMA in a bear. !
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OTHER NUANCES AND SETUPS

MICRO-TRENDLINES

How to enter with Micro Trend Line:

e Connect the extreme of bars and construct Trend line. Enter 1 tick beyond the bar that broke the micro trend

line.

Fadeitation Chart Anabyin - ES208.0 S mun (CME] E-mini SAP 500 Dec 2008
708.D - 5 min CME L=1187.25 .26.50 -2.18% MAX 20 (20) 1196.32

; A bear Micro Trendline is over 2 to about 10 bars
& : where all of the highs are close to the line
Yo

and the final bar breaks above it.
Look to sell on a failure.

Sell Below the bar that broke
the Micro-Trendline.
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radeStation Chart Anabysis - SPY § min [AMEX] S&9 Dep Recepts mm olal
f-6min AMEX L=120.01 -1.30 -1.07% MAX 20 (20) 119.42
In a stong bull move, look to buy a failed break : H |
below a bull Micro Trendline +*+ ﬁi []‘ qul
(it will be a H1). u 10 T
129.00
?' ﬁfi 7 ‘T!UT +128.00
_#L"' “é‘ﬁ]'T Buy above the high of the bar
T+D that broke the trendline.
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FadeStation Chart Anabysis - ESZ08.0 3 min [CME] E-mini S&P 500 Dec 2008 DM@ =lal
f08.D - I min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 1194.04
When a trend is strong, look to enter on Micro trendline failed breakouts. 1225,
If the trend is very strong, you can look at 3 min chart to find more entries 1222/
M\ But only trade WITH Trend on 3 minute charts!! S
: 1,216
1,213
1,210,
1.207.
1,204,
1,201
1,198,

Remember, micro trendline
iiled breakouts are just H1 and L1 entries.
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OTHER CHARTS:

h0B.D - 6 min CME L=1187 25 -26.50 -2.18% MAX 20 (20) 1196.32
‘Some of the best trades will trap you out
and then you will have to chase.

l] ﬁ, ‘Don't give up and if you are trapped out,

ﬂ“ lb’f - get back in!
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trapped out by 1 tick pullback
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trapped out by big bear reversal bar
but it was followed by a H2 buy = must buy!
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Example of H2 failure, on micro trend line break, we expect to enter LONG WITH the trend. So next bar should rally, but

it did not so enter short.

A Failed High 2 is a short because the market failed

at two attempts to rally. parket "sHOULD" rally

after this bull bar broke
the TL on the next bar.
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A failed L1 can be a buy if you are looking for two legs up.
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11,20 rallied on this bar
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Short the
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REVERSALS:
TWO CRITERIA FOR REVERSALS:

1. Want to see a break beyond big picture trend line
2. A RETEST of the high or low, i.e. bull/bear flag

OTHER IMPORTANT NOTES:

* When 2 attempts are made, the market often reverses and does something else....i.e. double top or bottom

e “3 Push Pattern” constitutes a wedge or flag, even if it's not perfect

e ey e e § e e e e

f08.D - 6 min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 119
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REVERSALS
The second type of trade is a reversal entry.

Pullback after a trendline break
Here, the pullback was a Lower Lo

This is just a long scalp because the reversal is weak.
The signal bar is just a small bear doji bar,

wut it still should work because it is a second entry after a trendline break.
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Two Criteria for
reversals:

(1) Want to see a

break above

‘| Trendline

2.) A retest of the low



ANOTHER EXMPLE OF TWO CRITERIA
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Below, price had many doji bars in the in the pullback, this is an area of balance where neither bulls nor bears are
winning. Consider entering a reversal pattern expecting price to at least ‘snap back’ to that area temporarily.

Chart . 1oV ' REVERSALS m
"08.D - 5 min CME L=1184.75 .2.25 .0.19% MAX 20 (20) 1189.19

Expect price to retrun to Failed Final Flag Reversal entry. [
return to that area of (| +1,268.4
balance This is a flag that develops after a long move. r
The breakout runs from 1 to several bars and then reverses. |

buy/sell ___ / A / Lot of doji/inside bars here, area of [4.288.

balance, expect price to at least -
temporarily reverse back to the that +1.252.
area of balance with reversal signal.

The flag breaks the trend line
and the breakout fails
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Trend Channel Line over shoot below — Trend channel line would be the upper trend line in this case since in an uptrend.

REVERSALS

n8.D - Smln CME L=1187.25 -2!50 -2.18% mnm) 1196.32
Reversal entry:

Reversals from trend channel line overshoots or U
from pullbacks after trend line breaks. i

i, "l
i) /'*

~ No buy, as market is bearish
LY | after T/L overshoot and
reversal, expect two legs down.

mto This is a H2 after a bull move

fl hdﬂ but now there has been a trend channel line top
“ so stop buying! The bull is over.

After any climax, there should be at least a 2 legged countertrend move.

+1,218.
+1,214.

-1.210.|
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MORE ON REVERSALS — “3 PUSH PATTERN” Reversals

Notice the 3 pushes in the picture below constituting Bull Flag. It’s not perfect, but still valid.

radeSastion Chart Anabysis - ESZ08.D 5 min |CME] E-mmini SAP 500 Dec 2008 oDm olal

P08.D - 5 min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 1186.32 |
A trend reversal usually has two legs. A
. " H1,272.
If the reversal starts with a Lower High, |
. : z +1,268.
this often comes AFTER the first leg | |
so there may only be one more to come. | "***
¢ 1.2M|
Remember to wait for break of |
Bear TL, then a retest of low that :u“
brok then enter on reversal 1,252/

pattern
1,248
Tij“l
l 1m|
After the TL break, 1_zw
the end of the trend gets tested , pooy
and the test can come up short (LH, HL) e
or it can exceed the extreme (HH, LL). i
:uzol
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Another example of the “3 Push Pattern” described above:

padeShation Chart Analyris - FSZ08.0 S min [CME] - i S&P 500 Diec 2008 Dm <lael

P08.D - 5 min CME L=1187.25 .26.50 -2.18% MAX 20 (20) 1196.32 |
Do not trade counter trend until there has been %1225..

a reversal from a Trend Channel Line overshoot H2221

l?m qh I or a pullback after a trendline break. {mm

I gf”%nq ¢#,lT! -

,: 1,207,

T

1,204
1201
[
1,198,
;1.196‘1
[
1020
r

"he best buys after a trendline break £1,189.

dllow two pushes down

forming a &@e pushes down, which is @D .;me
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ANOTHER 3 PUSH PATTERN:
.\w'mﬁ_ PRARE | % e | il e LB G = -
ESMOOD - Smin CME =784 23 31 76 3 B9 MAX 20 (20} 78180

Brooks Rule o
Close is close enough.

;‘ If something resembles a good pattern,
Hm D I it will likely behave like that pattern.

| {t TI@W ! h, H TUM”M A u%z

I ‘ i
MORE 3 PUSH M | [J
PATTERNS ——-. : |

adeStation Chart Amabynis - ES208.0 § mn {CME] E-min SAP 500 Dec 2008
"08.D - 5 min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 1196.32
Bar 1 broke a trendline but there was no subsequent buy signal.
t Bar 2 reversed up from a trend channel line overshoot.
Bar 3 broke a bigger trendline.
"\ Bar 5 was a lower low (below bar 2)
T \and a second entry after reversing up from below yesterday's low. b
first entry (Bar 4) followed a doji signal bar and therefore was weak.
1244,
— nuﬂ‘“‘ l@ 1242
: 11,240,
“h " - m 1,238
N T el e e
h ik 2
' l \ o = 6 7 1,230,
b ! 411. v
? I Bars 6 and 7 were higher low ' °/
2 4 second chance longs. 1222
i g 'm
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FAILED BREAKOUTS

® Big gap days have a high potential of trending....in either direction

it -s L-tm . .x MAX 20 (20) 129.69 . .
: ; On the open, look for failed breakouts (FBO)
bp (and L4) and breakout pullbacks (BP) of anything...
. o TN ~ trendline, trading range, swing high or low, etc.
: - \ Both often provide reversal entries.
A :
'
fbo : N, /
? L
i T
fbo, ?nd chance
;I:M ﬂ':"ls 8:00  10:00 N:at 8:00 10:00 ﬂ‘;l‘l 8:00 10:00 ﬂill 8:00 10:00 IJ;IO 8:00
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MORE ON TRENDING:

WHEN WILL THE TREND STOP?

radeitation Chart Analyuis - FS208.0 S min [CME] E-mini SAP 500 Dec 2008 D m TYCN
"08.D - 5 min CME L=1187.25 -26.50 -2.18% MAX 20 (20) 1196.32 |
| 2 When will the selling stop?? t, e
'

On a reversal from a Trend Channel Line
that is drawn from the open.
Base it on a trendline (Bars 2 + 3).

§

1,219,
1216

“ 6nnﬂ'|4 =

——re—r

3 pushes, so it's a wedge

13:00 9153 7:00 7:30 8:00 8:30 9:00 9:30  10:00 10:30  11:00 11:30 12:00 12:30 13:00 9724

HOW BROOKS CLASSIFIES BARS BELOW. EITHER IT’S A TREND BAR OR WHAT HE CONSIDERS A DOJI.

15




D Tremte " hat Aadge TERE | e ORI ey UBF WY e T .58 -
ESZ08.D - Smin CME L=1107.28 -29.80 -2 1% MAX 20 (20) 1196.32

Every bar is either a trend bar (it has a body) 128000

| D or a trading range bar (doji}, with no significant body. .286.00

l ‘ Some can be a doji at one time and a trend bar at another, 126200

In depending on context. -

1l T
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Usually, more are trend bars. D o o ‘+Di 122600

| marked some dojis with a “"D". IP o | s

1.21% 00

1230 100 oz 10 r30 ' 00 a0 % 00 P30 1000 1030 V00 1130 1200
TYPES OF TREND DAYS:
SPIKE AND CHANNEL BULL
JadeShasion Chart Analytis - SPY § min [AMEX] S&9 Dep Recepts mm SIaN

« 65 min AMEX L=120.01 -1.30 -1.07% MAX 20 (20) 119.42
Why learn the types of trends?
Because if you recognize that one is in progress,
you \Tll make more money by only taking With Trend entries.

‘u, fM“‘ Spike and Channel bull

qs

m% N

+126.00

+124.00

123.00

watch to see if a channel forms.

If so, then it is a trend day.
(the channel if usually spikey, trapping

bears in and bulls out. Don't get fooled!!)

30 11:00 11:30 12:00 12:30 13:00 95 7:00 7:30 8:00 8:30 9:00 9:30 10:00 10:30 11:00 11:30 12:00 12:30 13:00

~122.00
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CLEAR CHOP (ENGULFING CHOPPY TAILS IN THE MORNING SETS TONE)
MPVOLA P AN WME LS ITL.0V 9.9V V.U ™ IIM &V \&v) 11ev.0v
Once it's clear that it's not a trend day,
trade both directions and look to fade extremes.

/-
Big tails, overlapping bars not trend day

0:00 10.30 11.00 11.30 II.W 12.30 9&4 7.00 7.30 I.N I.M 9.00 9:30 10:00 10:30 11:00 11:30 12:00 12:30 i rd

SPIKE AND CHANNEL VARIANT — SPIKE IS THE GAP DOWN

radeStation Chart Amalyun - FS208.0 S mun [CVE] E-mani SAP 500 Dec 2008

1218,
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11210,
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1,204,
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1,200,
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1,190,
1,188,
1,188,
1,184,
1,182,
1,180,
1,178,

-

ol&N

708.D-65min CME L=1187.256 -26.60 -2.18% MAX 20 (20) 11986.32

This is a Spike and Channel type of bear trend

mh W
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'Th

0:30 11:00 11:30 12:00 12:30 W7 700 T7:30 8:00 9:00 9:30 10:00

?l !n - (this is the Gap version where the gap is the spike down)
v |1 f

1,228,
1,224,
+1,220,
12186,
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‘-1.200.
ri.!ﬂ.
1,192,

-

1.160.
h.m&.
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}1.152.

-

13:00
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TREND FROM THE OPEN DAY

paceSation Chart Analysis - FSZ08.0 5 min [CVE] £-mini S&P 500 Dec 2008 OO @y
8.0 -6min CME L=1187.26 -26.60 .2.18% MAX 20 (20) 1196.32

‘When there is a trend, you must take all with trend entries
and swing part or all.

Wxﬂtim' ‘0 [Hlﬁ?r f -

¢
'1 ﬁ!l ul1¢l$[ b
2uv
i 1,230,
1,226,
‘ 1222,
: ] 1218,
This is a Trend from the Open type of trend, 4‘ i n 12144
which is one of the strongest trends. f ' 0 l' 12104
1,202.
100 11:30 12:00 12:30 w’zz 700 730 8:00 830 9:00 930 10:00 10:30 11:00 11:30 12:00 12:30 923 '
BEAR DAY W/CONSOLIDATION IN THE MIDDLE, FOLLOWED BY RESUMPTION
fadetasicn Chart Asalysis - SPY § i AMEX] SAP Dop Raceipts D m =lof
f«6min AMEX L=120.01 -1.30 -1.07% MAX 20 (20) 119.42
Il Trend Resumption type of bear trend 5
w‘ ﬂll .é&qfﬂ (sideways during midday) | c27.00

gt *ho . ’T’ -
W ' ulléﬂm‘h m%

TS
k |+1?

24.00
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I E

| Ohog, |
lu“'

o4 "‘q 'Iﬂp 1};*

30 1200 1230 13:00 99 7:00 7:30 8:00 8:30 9:00 9:30 10:00 10:30 11:00 11:30 12:00 12:30 wﬁo 7:00
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-6 min AMEX L=120.01 -1.30 -1.07% MAX 20 (20) 119.42
| :

ia -

127.00

1126.00

o" 2 é "m
\ad' W . . |

. Trending Trading Ranges of trend

10 f‘&' o0’ (Double Distribution bgar).ty i |

; g, 080] - Itis common to reverse up into the higher trading range e

late in the day

1 1 111 2S£ 1S L

Hn 11:00 11:30 12:00 1230 130098 7:00 7:30 800 830 900 ©9:30 10:00 10:30 11:00 19:30 12:00 12:30 13:00
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MORE PATTERNS

BARB-WIRE PATTERN

| I VomieStaten Onart Roatven - ESEED Smin [CRE §ormn S5 WO dart 208 P I |
ESMO8.D - bmin CME L=1280 60 7.90 G.81° MAX 20 (20) 1382.12

i
Barb-wire Pattern, 3
or more sideways M
bars with small f t .
bodies. Stay out. }['M
¢| uﬂlﬂw
[ % ’

3 sideways bars with one or more small bodies = wait
Need false breakout to fade

V() 38374.00

- -

11.403.00
+1,400.00
11,397.00
[1,994.00
11.391.00

1,388.00

11,382.00
1,379.00
11,376.00
11.373.00
1,370.00
1.367.00
11,364.00

11,361.00

' 55.000 00
26.000.00
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MORE EXAMPLES:

B et That bhswn. TRERT T VTt L R e S

ESMCHD -Smin CME L=840 75 525 082" MAX 20 (20) 835.52

T -

814

!_ 810
,.J..” 806
.']'thlrﬂn ‘?T] mﬁ"'bﬂ pﬂn 802
wh“” BP_____ I HL 798
y # A
We're looking for 4 pt moves, 1st gap(between 790
el be ema and price) on a e
H1and h2 to trend day is a good 782
HL = long. 778
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B Tt b dha TR Yy SV e LA A e S st B -

ESMCHD - Smin CME L=8407F 425 080 MAX 20 (20) 8)5.52

W

844
Crappy bars, long H1 cza'u'?
tails = indecistion wf'rw u“"l,, M LfMLuY g’f
832

-826
G ;'F% 820
814
W’ 808

ity ﬂ"f” 3PUSHES, EXPECT i
;gnqra , 802
TWO LEGS DOWN Crne

10:00 11:00 12500 R  8:00 9:00 10:00 11:00 12:00
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ESMOAD - Smin CME L=84076 4.285 0.4 MAX 20 (X0) 83582

a3
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8:‘00
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WT* //
| 3 PUSH SO BULL FLAG.
F

v o
:|
R

1ST 3 PUSH FAILED,
SECOND WAS GOOD
LONG 4/6
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