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t Disclaimer

Trading Futures, Options on Futures, and retail off-exchange foreign currency
transactions involves substantial risk of loss and is not suitable for all
investors. You should carefully consider whether trading is suitable for you in
light of your circumstances, knowledge, and financial resources.

You may lose all or more of your initial investment. Opinions, market data,
and recommendations are subject to change at any time. Past performance is
not indicative of future results.

What | am discussing today is the way | trade with my risk parameters.



'!. Setups vs Behavior

 Are you looking for setups?

e Setups/Trade Rooms are not the basis for
professional trading education

— Learn market behavior
— Then figure out how to exploit it

e |tis the market behavior that gives you confidence,
not the setup

e Don’t take my word for it!



'!. Conventional Wisdom?

* Don’t Trade The Open

e Too much going on

* Too volatile

e Wait out the first 15 minutes
e Unconventional Wisdom

— Not all opens are equal
— Why would they be?



!’ What is the open anyway?

Many markets open 24 hours a day
Futures markets ‘open’ was for many years tied to the trading pits

— Which of late has accounted for less than 1% of volume
— Most trading floors closed on July 2nd

Index Futures are tied to the open of the underlying stocks
Some markets open like my ideal job...
— Corn 9:30am — 1:20pm Central (with 2 hours for lunch!)
— With overnight trading at 7pm — 7:45 am central
Asia -> Europe -> US -> dead spot

Open times may become obsolete at some point but basically — people are
involved & the working day has to start some time



'!. The key to trading the open

e We consider the US open times as “the open”
e The action can be very volatile

e For sure —some US Institutional traders are getting positioned
on at the open

e Butit hasn’t just opened

 There is significant activity in terms of overnight positions and
liquidity that can be very significant in the first few minutes
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'!. The discretionary ‘rules’

 VVolume builds in areas before the US open

e The more volume in those areas, the more positions
and liquidity there, the more likely they will hold

e Liquidity may well NOT be visible in terms of limit
orders on the DOM

— Do not expect Limit Orders to help much
— Do expect “lack of desire to trade a level” to help



'!. The discretionary ‘rules’

* The closer you are to those areas into the open, the
better

 The further you open to those areas of high volume,
the more likely those positions are washed out
anyway

e The smaller, more focused those volume areas are —
the easier they are to trade

— Smaller stops
— More obvious



'! Next steps

e Study your chosen markets — and their ‘open times’
— And WHY the open that time (the underlying)

e Get to know the sort of volume that indicates
significant liquidity & positions
— 5k on the ES is insignificant, 10k is significant

e Decide how you want to trade it

— Attempt to catch the bounce or the follow through
— Scale out/Scale in/All in & out



B Wil this work for you?

e Can you exit a trade when it’s moving against you?
e Canyou do that quickly?

* Are you going to start trading this tomorrow?

e Are you disciplined?



£ Trading Product
of the Year: s

JIGSAW
TRADING

e Expect about 20% of trades to move against
you immediately with no chance of profit.
e Of the remaining 80%

— Some will move a few ticks your way and then fail
— Some will give you 1-2 points
— Some will give you a decent run

e How you manage these trades will determine your

profitability. Especially those that move your way and then
fail.
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