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'The only caveat is the WFC 3-minute chart (Figure C.15) is showing
potential support from its 15-period trendline that could turn into a pup
breakout if WFC is able to coil. I decide to short 1000 shares of WFC at
$14.33 (with a $0.05 stop-loss at the ready), evenly splitting the spread
between the bid and ask. WFC cooperates by immediately dropping be-
low $14.30 (Figure C.16) on a surge in volume.

WEFC and the futures continue their drop (Figures C.17 and C.18) and
I pare out 200 shares, covering at $14.22.

No matter what size allocation you are playing on your trades, paring
out profitable shares on both longs and shorts are your safety cushions.
P'm now “playing with the house’s money” and can feel comfortable at-
tempting to get more out of the downward oscillation. If WFC suddenly
bounds back up and I have to exit, I'm still positive on a failed premise.

In my mind, I have placed a mental stop on the remaining shares back at
$14.28 if WFC coils back up. Note that although the most recent can-
dle is under the 5-period line, the WFC 13-minute chart could still be
considered to be in a make-or-break situation (Figure C.19), and WFC
could easily reverse back up with a corresponding futures move.

Fortunately for me, WFC (and the futures) continue a strong downward
move, culminating with WFC testing and breaking under the $14.00
round number level to $13.98 (Figures C.20 and C.21).

When WFC reclaims the $14.00 level on a futures coil, I close out the
remaining 800 shares at $14.02 for a $0.31 gain. When including the
other 200 shares pared out earlier, the total trade is profitable at $270
before commissions and fees. In retrospect, the final exit was a good one,
as WFC continues up to the $14.10 level (Figure C.22) and actually be-
yond as the futures started to recover.

As a result, it was wise for me to accept that I had missed the original
coil long at the lower extreme, and not chase the coil upwards. Likewise,
if the futures had been more robust to the upside in their make-or-break
situation, that could have easily changed the premise. However, waiting
for an upper extreme area reinforced by longer-term futures resistance
levels paid off with the best move of all, as WFC and the futures contin-
ued the prevailing trend move downwards.
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Even so, the irony is that money could be made under several scenarios.
However, those in-between areas in the ranges can be very choppy, and as
a result, I prefer to wait for the extreme ends of intraday ranges.

Long slow grinds in either direction are tough to read and require an
especially disciplined and focused stop-loss process to keep from getting
caught in a potential reversal. Stocks and the futures are normally inher-
ently elastic, meaning that within limits, they don’t usually go up or down
without reversals at extreme ends of price ranges.

'The bottom line: Using longer-term intraday charts in tandem with short-
er-term versions can help to improve your odds for successful trading.
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Times, as well as numerous articles through various trade publications.
Online Investor magazine labeled Jea Yu as “an enigmatic online stock
prophet.” Mr. Yu is an active contributing writer for TradingMarkets.com,
with over 60 articles to his credit.

With over ten years of market experience through bull mania and bear
manic markets, Mr. Yu has developed a complete proprietary synergistic
trading and investment methodology that incorporates multiple techni-
cal filters added to converging time frames to produce a foreshadowing
element to market trends. By always having a finger on the pulse of the
markets and shifting with the market paradigms, Mr. Yu has stayed on the
cutting edge of strategy development. Mr. Yu's philosophy of the markets
can be summed up in the following statements: “The name of the game
is to find transparency before it becomes too transparent. The goal is to
capture the profits before the window of opportunity shuts. When full
transparency has hit the markets, the window of opportunity has closed.”

M. Yu holds a Bachelor of Arts in Liberal Arts from of the University of
Maryland.
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Add/Pare: This means to add shares to a position that initially moves
against your initial entry. It is very important that you are only adding
shares, because the wider time frames support your trade via trend sup-
port. Add/paring means you are weathering the shorter time frames in
support of the wider time frames eventually playing out. When played
correctly, the added shares result in a better average cost per share, usually
accumulating into a panic. It is critical to decrease the position right into
the shorter time frame reversals.

Arrogance: Same thing as confidence minus the humility.

Backfill: A very short-term and limited price action that partially recov-
ers from a quick price panic. Backfills are usually a second chance to take
a stop loss on a trade, as long as the trader is aware that the backfill is

temporary.

Bleed (or Pepper) Out: Means to exit a position into the momentum via
small size increments as the price moves. It is the same as paring out or
scaling out. Traders who do this want to maximize gains while minimiz-
ing market impact.
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Buy-Fade: Refers to a stock that is moving higher against falling e-minis
futures, indexes and or correlated peer stocks within their sector (for ex-
ample: MS price rising as GS and S/P 500 e-minis are falling in price).
Make sure that you are correctly seeing the divergence evidenced in op-
posing chart patterns as well. A buy-fade will usually result in a stronger
price surge once the futures reverse back up.

Channels: The price trading range of a stock’s trend measured between
the 5-period simple moving average and the 15-period simple moving
average.

Chop: Erratic price action lacking sustained price follow-through; also
referred to as wiggles, head fakes, and crap.

Clip: Same as a scalp. In and out.

Cobra, Cobracharts, Cobral Q: www.cobratrading.com, the best online
trading broker and platform.

Coil: A short-term reversal bounce referring to price or indicator, like a
stochastics similar to a coiled spring.

Coil Resistance: The static price resistance area on peaks at sticky 2.50
and 5 upper range levels (e.g., 12.60, 45.60) as well as the .30 and .75
default price resistances on price peaks on tier 1 leaders (e.g., AAPL

188.30, 188.75). These 0.30 and 0.75 levels are support when stock is
trading above, and resistance when stock is trading below.

Coil Support: The static price support area on pullbacks through the
sticky 2.50 or 5 levels (e.g., 12.40, 45.40), as well as the 0.30 and 0.75
default price supports on pullbacks on tier 1 leaders. (e.g., AAPL 186.75

coil support)

Convergence: Refers to indicators and or methods that are moving in or
pointing to the same direction.

Core Stock: New term for basket stock. These are stocks that are cor-
related with the markets and traded daily unless markets are sideways
sucking.

Deadzone: The time period usually from 11:30 a.m. to 2:00 p.m. EST
where the lightest volume of the day resides. This period usually has a lot
of chop on light volume. While deadzone may produce some trending
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moves, it’s much tougher to find liquidity and solid follow-through con-
sistently during this period. Try to avoid this time period.

Divergence/Diverging: Refers to stocks, indexes, or futures that nor-
mally move in the same direction when they are actively moving in op-
posite directions. The divergence will revert back to normal correlation
in time. Divergence is also indicated with buy or sell fades. Spotting di-
vergences allows a trader to prepare for the reversion back to correlation.

Dual Mini Pups or Dual Mini Inverse Pups: Two different time frame
charts that both have a mini pup pattern. The key is to use these as a
foreshadowing tool and time the trigger for entry on the shorter time
frames.

Ego: Immortal enemy to every trader, just as bad as conventional wis-
dom. Usually enters into the picture when trader gets overconfident or
too optimistic.

Exhaustion: A price peaking point resulting in a reversal back to sup-
port levels. Countertrend scalps tend to short exhaustion peaks and buy
exhaustion bottoms via shooting stars and hammer candles. Exhaustions
are simply a reversion back to the mean and initially, counter trend ac-
tion. Be careful not to overstay an exhaustion trade after the trend sup-
port (usually the 5-period moving average) is tested and resumes (usually
resulting in a mini pup).

Flat Action/Market: Tight and light, limp, infertile, suck, same as con-
solidations. Describes price action that chops and wiggles a lot but can't
maintain gains or losses long enough for the 5- and 15-period moving
averages to form a trend. The 5- and 15-period moving averages indicate
this on the chart by moving sideways with no trading channel.

Follow-through: Describes a price action that forms a direct move with
minimal wiggles. Follow-through has trend, volume, liquidity, and price
movement. This is what makes a market fertile to a trader. (For example,
RIMM breaking out from 87 to 87.60 on a 5-minute mini pup without
even testing the 5-period moving average on a single 1-minute stochas-
tics oscillation from the 30 to the 90 band).

Grind: A slow and steady trending price movement. The shorter time
frame charts tend to look choppy, as the price gains are minimal, but the
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wider time frames—the 8-, 13-, and 60-minute—give a better view of
the overall trend. Grinds are very tough for oscillation scalpers as there
is little room for exhaustion and the trend moves are short-lived as well
when trying to scalp. Stocks that grind are best ranged or swung with the
wider time frame charts.

Hammer: A bullish reversal candlestick that forms at the end of a final
panic sell off. The tail or shadow should be two or more times the length
of the body and have hit the lowest price on the downtrend. A hammer
is the first sign that a downtrend has bottomed and is staging a trend re-
versal. Hammers should have three or more red, bearish candles prior to
forming. The confirmation of a hammer usually comes on the next candle
that follows the hammer, which should close above the closing price of
the hammer. This is the opposite of a star or shooting star candlestick.

Head fakes: A price move that quickly reverses right through supports.
These usually happen in flat channels and consolidations.

High-Band Mini Pup or Low-Band Mini Inverse Pup: These are mini
pups that trigger through the 80 band for the high-band mini pups, or
through the 20 band for the low-band mini inverse pups. These are most
significant on the 1-minute chart stochastics, as they are indicative of a
final capitulation move before exhaustion and traders absolutely need to

be locking profits into the move, before the stochastics exhaust and cross
back through the 80 and 20 bands.

Inside Bid/Ask: The first position price on the bid or ask. Inside bid/
asks provide liquidity. Providing liquidity by selling into the buyers on
the inside ask or covering into sellers on the inside bid makes an impact
on commissions through rebates if you use the ECNs (as opposed to
specialists or market makers).

Leading Indicator or Stock: As the name implies, these instruments
make the initial moves and pull the rest of the correlated instruments.
'The futures are a lead indicator for stocks. POT is usually a lead mover to
MOS. The lead movers are usually the leaders in the sector as well.

Leans: A fast and hard panic sell off. Leans happen on 1-minute low
band mini inverse pups for a final panic selloff. These are ideal profit-
taking opportunities to cover shorts.
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Make-or-Breaks: A chart setup that has the potential for a breakout
pup or breakdown mini inverse pup. These are usually choppy with light
volume. It is best to wait out the confirmed direction of the make-or-
break and then step in for the trade.

Mini Pup: A stochastics pattern where the lead stochastics stalls as the
stock price stalls and tests the 5-period moving average. If the 5-period
moving average successfully holds support and reverses back in the direc-
tion of the trend, then the lead stochastics will slope in the direction of
the move, triggering an explosive price move towards the Bollinger bands
(upper bands on uptrends and lower bands on downtrends). The 5-period
moving averages are the trail stop supports.

Momo = Momentum: Heavy volume + extended follow-through + ex-
treme price move. Momentum hits individual stocks or flows down in
specific sectors from the leaders to the turds.

Noodles: These are the Nasdaq 100 e-minis futures, used as a lead in-
dicator for tech stocks. These are usually correlated to the markets and
SPOOS.

Overlap Supports/Resistances: Price level where two or more indi-
cators converge to show support or resistance depending on where the
stock is trading (above means support and stock trading below means it
is a resistance). The more overlaps within a 0.20 increment, the stronger
that area is.

Overshoot: This is a price action where a stock will temporarily dip be-
low a support level before bouncing back up and vice versa on down-
trends where a stock will temporarily pop through a resistance before
resuming back down.

Pare In, Pare Out, Add/Pare, Clip/Pare: Paring means to incremen-
tally build or decrease your trade position by piecing it in smaller sizes
and different price levels. Paring allows one to proportionately maximize
gains while minimizing risk on exits. Paring also improves the average
price per share when accumulating a position. Paring is best done when
adding shares based on the wider time frames while utilizing the shorter
time frames (the 1- and 3-minute charts) to accumulate at a discount. It
is absolutely important that you are paring with the trend, not against
it. You are adding on the short-term divergence to profit from the even-
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tual convergence with the longer time frame. This is the same thing
as scaling.

Peak: This is price action where a high is made and sells off, usually indi-
cated with a shooting star candle.

Perfect Storms: This is the most powerful trade setup that forms when
three or more different time frame charts produce a pup or mini pup
formation. The price action results in an explosive trend move triggered
by the shorter time frames converging with the direction of the perfect
storm, usually the 1-minute stochastics cross in the direction.

Pup: A moving average pattern where the 5-period moving average
goes flat as stock price exhausts, while the 15-period moving average
continues to trend. The channel gets tighter and causes steam to build.
Eventually the stochastics will cross back up, causing shorts to squeeze
and buyers to come in off the fence for an explosive breakout and trend
resumption on uptrends, and vice versa on downtrends (stochastics
cross down and candles close under the 5-period moving averages).
Breakouts on uptrends are pups, while breakdowns on downtrends are
called inverse pups.

Range Trade: A position trade with smaller allocation of shares relative
to a scalp, usually % to % the size to capture a larger price movement
anchored to a wider time frame trend chart like the 8-, 13-, 60-minute,
or daily chart.

Rejection: This is a price action where a stock will test a support or re-
sistance level and fail to exceed, causing it to reverse back the other way.

Reserve Order: Placing a buy or sell trade order that displays a smaller
amount of shares that is trying to be traded. Reserve orders are placed
so as to not dampen the momentum by displaying a large order against
the move. Reserve orders are meant to deceive traders into assuming less

liquidity than there really is.

Rug Pull: A rapid price fall induced by bids being pulled, resulting in an
immediate panic sell-off.

Scalp/Clip: A high probability short-term trade to capture quick profits
on a direct direction movement, with the goal of exiting seamlessly into
maximum liquidity with minimal market impact. Scalps are allocated a
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larger amount of shares for the immediate and smaller price movement.
Scalps have the shortest duration of hold time to offset the risk inher-
ent when holding a position too long. Scalps target 0.04-0.25 profits
(depending on the price of the stock), and the holding time is measured
in minutes and focuses mostly on entry and exit based on the 1-minute
chart triggers.

Sell-Fade: Refers to a stock that is moving lower against rising e-minis
futures, indexes, and/or correlated peer stocks within their sector. A stock
that is sell-fading will drop harder once futures reverse back down.

Short Squeeze: This is a price action where a stock makes an extreme
and extended high volume price movement with very little exhaustion.
Short squeezes usually tend to trigger at overbought areas as shorts get
squeezed and forced to cover (buy) to cut losses. Short squeezes go para-
bolic on heavy volume as panic causes a buying frenzy.

Spoos: These are the S&P 500 e-minis futures, used as a lead in-
dicator for the financials. These are usually correlated to the markets
and noodles.

Star/Shooting Star: This is a bearish reversal candlestick that forms at
the peak of an uptrend. A star should have three or more bullish candles
prior to forming. The tail or shadow should be two or more times the
length of the body and have hit the highest price point on the trend.
Stars form at price peaks and indicate exhaustion as price sells off.
The star is confirmed when the next candle closes below the body close
of the star.

Stochastics: A momentum indicator composed of lead and laggard sto-
chastics oscillators (%d and %dslow). The settings are 15, 3, 5 on most
trading platforms.

Sympathy Stock/Play/Trade: A sympathy stock is loosely correlated to
its sector. This is similar to a laggard play. The difference is that the sym-
pathy trade only forms when the sector is extremely strong or weak and
the market starts to correlate the stock. News plays are where sympathy
trades tend to form. Laggards are already correlated and move with the
sector regularly. Sympathy trades are detached unless there is an extreme
movement where money looks for lesser known sector plays.
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‘Three Lane Highway: This is a converging directional indicator where
three different time frame stock charts are moving in the same direction
both with trend and stochastics direction (e.g., 13-, 8-, and 3-minute
charts uptrending with all three stochastics moving up).

Tip/Took Profits Too Early: This term is used when leaving profits on
the table due to early exits. While this is may be misconstrued as selling
too early, the reality is that you are selling into plenty of liquidity. Tak-
ing profits “too early” is not a sin and if done consistently, it is a blessing.
Consistency revolves around being able to take profits early and if you
are consistently taking those profits, then scaling is all that’s left. Taking
profits early is a sign of risk averseness and control—not to be mistaken
for fear. If done consistently and regularly, the fear is not a factor. It’s
when a trader punishes himself because he is taking profits early consis-
tently, that it becomes detrimental. Never demonize yourself for taking
profits. Can you take more profits? Sure, hindsight is 20/20. But to as-
sume afterwards that you should have held a full-scaled scalp position
for a full channel move, especially if the 1-minute stochastics peaked and
oscillated, is mismanagement. Just remember, it is great to leave a tip, a
nice big tip. It applies in restaurants and it applies in the markets. It’s
karma. Ever pray for your stock to breakout? You gotta leave something
in the offering tray to be heard. Taking profits early is not a problem,
taking profits or losses late is. It’s ironic that people don’t complain about
taking losses too early.

Turd: Stocks that are the bottom of the barrel of their sectors and heavily
discounted by the market. Turds usually are priced under $5.These stocks
may have been former high flyers (e.g., TASR, CROX) that caused a lot
of bagholders. Turds tend to move at the tail end of an extreme sector
MOVe Or ON NEWS.

Wiggles: A price movement that reverses quickly just as it appears that a
trend may be forming. Wiggles, head fakes, and chop are all synonymous
and found in consolidations, tight markets, and make-or-breaks.

Wiggle Room: This is the amount of price pullback you give your posi-
tion before triggering a stop loss. Gauging wiggle room takes experience
and a feel for the stock. Wiggle room can be very tricky if the market or
trend is a choppy one where the 5-period moving averages are constantly
being overshot but closing just above so as to maintain the trend. Wiggle
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room should be based on the excess amount of price movement through
a support or resistance level. It also depends on the rhythm and price
of a stock. Larger priced stocks tend to require more wiggle room (e.g.,
GOOG) while cheaper priced stocks require less (e.g., BAC). Basic rule
of thumb is to give 0.10-0.20 wiggle room off a 5-period moving average
support on trending stocks, depending on how thin the stock is.
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