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Why is Pete making this so complex?

• Trading education is generally focused on classifying activity

• Day Types, Profile Shapes, Chart Types, Indicators, Market States

• Classifications, types – all finite and well defined

• Unlike the market itself

• We try to create a box for everything so we can put any type of action 

inside that box

• We rarely see boxes/classifications of “unkown”,”none”, “overlap”, “stay 

away”

• Tendency is to put action in the closest/most recent  classification

• And beat yourself up for playing it wrong



Make room to lose money & stop

• If grey areas exist – then sometimes you will have to lose money to 

find them

• 3 consecutive loss rules are good

• Playing catch up is bad

• Feeling good about losing 3 trades and stopping 

• This is a cost of doing business

• The opposing strategy could be leveraging early wins to trade 

more size

• You might stop after a winner too…



Once you get comfortable with this

• Winners can also tip your hand that all is not right….



Don’t be so ‘rigid’



Scaling Increased Volatility

• Right now China Trade/Iran issues are driving the markets

• Big moves – but hard to nail a precise entry

• e.g. absorption on pullback will often just blow through

• It makes more sense to enter AFTER a hold – which means larger 

stops

• Go in with small size, add as it moves your way

• Manage average price

• Be ready to cut moves against after early scales

• You need to interact rather than look for someone to tell you 

exactly how frequently to scale



Scaling Pros & Cons

• Can be mathematically proven to be less efficient

• Can be mathematically proven to be more efficient

• Ignore the noise – people start with a position and then come up 

with a formula to prove that position

• Is not for beginners

• Scaling into losers is not smart

• Does require you to be nimble

• Needs you to get out of the way when it goes against you

• Is not for all trades/conditions

• If it’s a 3 tick target



Managing Average Price

• You obviously don’t want your average price to follow the market too 

closely

• Option 1: enter 2/3 units, then add at intervals of 1 unit

• Option 2: enter in 1 unit, then add 1st scale at 8 ticks, then at 4 ticks

• NOTE: This is NOT mathematically efficient in hindsight – it’s just 

good for flexibility at the time

• There’s most likely other ways to do this that I don’t use

• This is where ‘deer in the headlights’ syndrome can hit – you scale in 1 

or 2 times, & have market come back hard – you need to get out



Scaling Up & Down

• Scaling does not have to be just building a big position and scaling 

out of it

• You can work a position – for example – buying as it goes your 

way, peeling some off when it comes back, scaling back in when it 

resumes up



Scaling Up & Down



QOM – Quality of Move

• Scaling in shouldn’t just be a mechanical process

• Has it popped yet?

• Is it wiggling?

• Are Bidders supporting a move up?

• Have we stalled?



Expectations – Lumpy Returns



Questions?


