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Disclaimer
• BearBullTraders.com employees, contractors, shareholders and affiliates, are NOT an investment 

advisory service, a registered investment advisor or a broker-dealer and does not undertake to 

advise clients on which securities they should buy or sell for themselves. 

• You understand that NO content published as part of the BearBullTraders Room and its Website 

constitutes a recommendation that any particular investment, security, portfolio of securities, 

transaction or investment strategy is suitable for any specific person.

• You further understand that none of the creators or providers of our Services or their affiliates will 

advise you personally concerning the nature, potential, value or suitability of any particular 

investment, security, portfolio of securities, transaction, investment strategy or other matter.



Class 4: Strategies

1. ABCD Pattern / Reverse ABCD Pattern

2. Bull Flag / Bear Flag

3. Fallen Angel

4. VWAP Trading

5. Opening Range Breakdown

6. What is a Successful Strategy?

7. Risk Management 



Day Trading Strategy
ABCD Pattern















Reverse ABCD Pattern 
for Short Selling



Day Trading Strategy 
Bull Flag
(essentially an ABCD Pattern, but mostly on low float stocks) 



Day Trading Strategy 
Bull Flag





I trade only 2 Bull Flags in one stock.







My favorite Bull Flag is at 
the Open, with a 
consolidation above VWAP.















Bear Flag
for Short Selling



How to find them low float stocks?

• Your DAS Top List

• Trade Idea Bull Flag scanner



Wait for the consolidation break with Volume!



Fallen Angel

• What is a fallen angel?

• A low-float stock that has gapped up

• Strong volume in the premarket and at the Open: Over 1 million shares!

• At the Open, it sells off below VWAP

• Why? heavy profit taking + some short selling. often they pop up a bit, but it is a trap!

• Holds a support level for 5 to 10 min below VWAP

• Comes back to test the high of the day and high of pre- market

• Why? short sellers need to cover!

• Signal: MASSIVE volume on 1 min or 5 min the pull back: much bigger than previous volume.



Angel: SMIT
Pre-Market on 14 December 2017



Pre-Market and Post Market of an Angel 



Fallen Angel: may come back and 
test HOD and high of Pre-marketHigh of Pre-Market

High of the day



But where the fall usually stops?

1. Moving Averages

2. Low of Pre-market

• What if there is no support? Look for STRONG VOLUME!

• What if no obvious volume increase: Don’t trade them!



NASDAQ GAINER

NASDAQ Active

High of Pre-Market

HOD



High of Pre-Market

High of the Day
Y High

High of Pre-Market

High of the Day
Y High



High of Pre-Market Y High
NASDAQ GAINER

NASDAQ Active



High of Pre-Market

Y High



High of Pre-Market
High of the Day



I did actually trade this, but I did not get a good entry….

High of Pre-Market





High of Pre-Market

High of the Day



VWAP: Definition

• VWAP is an important number to institutional traders at the end of day. 

Managers compare traders average filled price vs. VWAP.

• Big sellers want to have avg. price above VWAP

• Big buyers want to have avg. price below VWAP

Therefore:

Institutional traders want to sell above VWAP: price comes down to VWAP

Institutional traders want to buy below VWAP: price moves up to VWAP



VWAP: the most important day trading indicator
shows market sentiment: who is in control of the price.



VWAP Trading

1st chance for short

2nd chance short

3rd chance short

Stocks in Play respect 
VWAP, and they test VWAP 
at least once. 

Most of the time you get a 
second chance (don’t feel 
you are missing out).



VWAP Trading:
Most of the time you get a second chance.
(don’t feel you are missing out)

VWAP at the Open

opportunity to go short



How to use VWAP for trading

a. The most important support or resistance level

 Powerful profit target or stop loss for other strategies

b. Strategies:

1. VWAP False Breakouts (~10:00 am -10:30 am)

2. VWAP Trend Trade: loss or hold of VWAP (usually after 10:30 am)



False breakouts, can not establish a trend above

1. VWAP False Breakouts
Most VWAP trades should start a trend after. If they do not, they are likely false breakouts.

Go short

Trend Established after VWAP



False breakouts, can not establish a trend higher

1. VWAP False Breakouts
Most VWAP trades should start a trend after. If they do not, they are likely false breakouts.

Go short

Trend Established after VWAP



False breakout, can not move higher

lost VWAP



May 12 2017 JWN VWAP False BreakOut



May 17 2017 TGT False Breaktout

VWAP False Breakout
?

?



May 15 2017 IONS False VWAP BreakOut









And yes, sometimes false breakouts do not work! 
Better to wait for next 5 min for confirmation.



2. VWAP Trend Trade after VWAP Hold or Loss

Stocks in Play usually 
either hold or lose VWAP 
after the Open, that is the 
time to go after them!



Trend after VWAP Hold or Loss



Opening Range Breakouts Strategy



Opening Range Breakouts Strategy

• Opening range should be lower than ATR

• Wild opening ranges are not good (too much volatility at Open = HFT or institutional trading)

• ORB is an entry signal ONLY.

• Stop loss: I usually use loss or break of VWAP.

• Profit target: technical levels such as
• low of the day

• Next important level

• moving averages nearby

• Previous day close



Opening Range Breakouts Strategy

• Opening range breakout is from the body of candlestick, not the wicks.



Opening Range Breakouts Strategy

• Opening range breakout in volatile opening

ORB

Breakout!

This example is a bad ORB, 
because ORB is too wild
and as you see, it probably 
won’t not work out!

Could not make a low!

Stop out



ORB can take up to 1 hr to happen.



ORB WATT December 27 2017



Red-to-Green Strategy
Previous day close is a very strong level.



Moving Average Trend Trade

• Happens in the Mid-Day (not the Open), usually after VWAP loss or hold



Moving Average Trend Trade

• Entry and exit: close above or below the Moving Average



Moving Average Trend Trade

• Entry and exit: close above or below the Moving Average



A successful trade is the combination of EVERYTHING you learned so far:

It is a fast decision making process! And yes it is hard!

1. Stock in Play: Correct stock to trade (Class 2)

2. Price Action: Balance of Power Between Buyers and Sellers (Class 3)

3. Levels: Support / Resistance Levels (Class 2)

4. Technical Strategies: VWAP, Reversal, Moving Average (Class 4)

5. Risk Management: Proper size, and stop loss



Trade Overview
Walking through a trade thought process….



Walking through a trade thought process….



Trade that I took….



What happened? And how?



Open

ORB

ABCD

Bull Flag

Fallen Angel

Late Morning

Reversals

False Breakouts

Red-to-Green

Mid Day - to Close

VWAP Trend

Moving Average

Reversals

Stock in Play



One Stock in Play: Many Strategies 





May 12 2017

ORB

VWAP as stop loss/resistance
VWAP false breakout

VWAP loss

One Stock in Play: all strategies!



May 15 2017

ORB

VWAP false breakout

VWAP loss

One Stock in Play: all strategies!



Risk Management: Risk : Reward



Risk Management: Risk:Reward



Example of a Bad Risk:Reward Trade



Real time Risk:Reward Analysis



Profit Target

Squeeze to Moving Average: Risk to Reward Analysis



Risk:Reward Analysis on 1 min Chart





Real Time Risk:Reward Analysis



Real Time Risk:Reward Analysis



2% Rule: shark bite

• Do not risk more than 2% of your account on any single trade

Your account size: $40,000

1. 2% rule: $800 (let’s be conservative 1% = $400)

2. Reasonable Stop loss: 40 cent per share

3. Share size: 400/0.4 = 1,000 share max.



6% Rule: Piranha bite

• You are NOT allowed to lose more than 6% of your account in the last 
30 days.

• If you are down more than 6% in the last 30 days, you should switch 
to simulator for 2 weeks.



6% Rule:
being eaten slowly
by series of small losses

2% Rule:
losing a leg or hand
in one trade

Credit of Concept: Dr. Alexender Elder, Trading for a Living book



Position Sizing for Beginners

• Start small: Don’t worry about commissions just worry about 

learning to trade the strategy and follow the process

• Manage losing streaks. reduce the size when your account is 

dropping. Avoiding the “gambler’s fallacy.”

• Ignore time-based profit goals (ignore $200/day or $1000/week)

• Find your strategy: low-float vs mid-float? 



Failure story



Good luck!





Support and Resistance Trading

• I use support and resistance as a technical level (for profit making or 
sotp loss) mostly. Combine it with previous day close, VWAP, Moving 
Averages and ORBs.


