Volume Price Level Trading
http://www.forexfactory.com/showthread.php?t=402865

When you look at a Forex price chart you can see that there is a constant oscillation of price, and if you only knew where those peak prices were to trigger your trade and ride a trend --- well trading would be so easy wouldn't it?


Well, the first thing to realize is that this knowledge of peak price levels is available to you every day and that the vast majority of these peak price levels are predetermined by the huge money dealers. In other words, these price levels are not random but decided on in advance, by minutes, hours or days in advance.

The volume indicator shows us everything, the secret is interpreting that information to determine the price level, set your trade at that level and then reap the rewards. 

So, let's dive into volume trading and price levels and let me show you how to find a new level of trading success.

This is a MT4 chart with volume indicator added on the M15 time frame. You will notice I have made the volume chart one colour as I think seeing different colours for the rise and fall in volume only confuses matters. I've also added a level line on the volume indicator at 500. This is an arbitray line I use just for reference to ignore the volume noise below this line. If trading on M30, I use level 750 and on H1 it is level 1000, in case you are wondering. 




    

So let's read this chart from December 31, 2012. As you can see at around 8:45 am there was a huge spike in price upwards, a leveling off and then a sharp down turn at 10:45 am and then another climb right afetr that to the end of the chart. 
So, from this chart we could have easily taken advantage of the downturn and the following rise simply by establishing price level lines from the data staring at us. 
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Let's focus on 8:45 am. This is where we see a huge spike in volume, which means that price crossed a line that "triggered" a large amount long trades. This we will call the "Volume Trigger". The "Volume Trigger" is created at the close of the candle, we never make decisions midway through a candle.

Determining the price that caused this "Volume Trigger" is the tricky part. Volumes are fairly level prior to this "Volume Trigger" at 8:45 am and as such I put the price line above the opens and closes of candles previous. I looked back to 3:15 am where the volume made a small peak. We can see where I drew the "Price Level Line at Trigger" and we can see how the volume from 3:15 to 8:45 reacts to this line. I will write more about this later as it is very intuitive for me to see the "Price Level Line at Trigger" but there is a very analytical approach to this that can be used to establish this line. I also look for simple prices that are ending on "5" or "0", in this case at 1.3195 -- we'll never be exact and it is good practice that we typically use the "5" and "0" price levels when setting a price level.

So at this point we know have established that there is a price level line at 1.3195 and this has triggered a buying spree in the market.
From 9:00 to 9:30 we can see that volumes have declined and the price has pretty much maxed out at the top of the chart. So after the 9:30 candle closes, I put my sell order in at the 1.3222 and waited for my order to go through, which it did. My stop is at 1.3230, a little higher than the highest price reached since the "Volume Trigger".

My exit target is simply at 1.3195 where the "Price Level Line at Trigger" is set. This is a simple set the trade and forget with my broker. However, better strategies to maximize the trade and exit by volumes and price do exist for in the moment trading.

If you paid attention you can see my error where I set the "Price Level Line at Trigger". I set it at 1.3222 and at 10:45/11:00 we have proof by the volume spikes that the real price level is at 1.3220. Notice my error? I should have stuck to the "0" price level at 1.3220 and not 1.3222. In this instance it did not hurt me, but trade opportunities can be missed by a simple mistake like this - small as it may seem.

Also at 11:00 we have a new trigger and price level line to establish for a long trade. The safe level is at 1.3185 or 1.3190. I'll let you ponder that for now and see if you can figure out why that's a safe entry point for a long trade. And where would you exit?

It looks so arbitrary and simple doesn't it? It is and it isn't. Obviously establishing the correct price level line is the challenge and my hope in this forum is to show you how to determine that price level line; not just by instinct but with some logic and analysis so there is no emotion or second guessing in your trading and that you are making pips all the time...and not hitting those dreaded stops!
Trading and Some Pitfalls

There are definitely some pitfalls to watch out for and knowing these and measuring our risk/reward will go a long way in keeping us profitable.

Let's look at the next chart and our "Volume Trigger", you can see the volume before this was almost non-existent and relative to that on Dec 30 18:00 we see a peak. This is definitely a cautionary trade with volumes this low overall for an extended period and our peak just rising above 500, but it's a good lead into a pitfall so we'll use it.

You can see if we set our price level at the trigger at 1.3205 (remember the "5" and "0" rule) that 1.3205 seems too low and out of place...really stretching the low limit of price. Using a "Price Level Line at Trigger" of 1.3210 match are volume chart and price history much better.
Price jumps up and we see volume die off 3 candle periods after our trigger. So now we set our sell order at 1.3230 and our stop at 1.3235. You can see how we came to the determine the stop line? 1.3230 is above all the previous high prices on this chart (except one candle), it ends in a "5" (5,0 rule) and it is close enough to our sell order that if we hit our stop we really won't get hurt. So risk to profit ratio looks pretty good with our exit being 1.3210. 
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Now, let's look at the pitfall looming ahead. We just made a great short trade and we get another trigger on Dec 30 21:45, coincidentally the same candle our exit was hit on the previous trade. 

We can see that our price doesn't rise very high and the volume drops after the trigger. Our "Price Level Line After Trigger" will be the same as our "Price Level Line at Trigger" of 1.3210. Why? We can see the volumes have dropped 3 candles after the trigger and we have seen no significant long price move. If we put the price level after the trigger at 1.3215 there is no previous price level reached in previous candles that support it.

Now the pitfall. If we set our short order at 1.3210 this we know is a trigger value for longs, so extremely risky. Our stop could find a place at 1.3220, Personally, I don't like it but a case could be made for it, certainly no lower. Our exit in this case will run purely on a volume trigger. That's 3 red flags for a risky trade and we should avoid it. Better to sit and watch and wait until overall volumes are better. 

A riskier trader might take their earnings from the previous trade and set their stop at that level...so at worse they break even. Short order at 1.3210 and exit on the volume trigger that eventually comes at 23:45...it's a great trade in the end. However, that volume trigger could have been to move the price in the opposite direction...so watch out for this pitfall.

We'll definitely revisit many trades similar to this and as a holistic trading strategy examine the pros/cons of entering these type of trades and how to stack the odds in our favour better. 
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hi spudfyre , thank you for this thread and i just want to see if got it right here an exemple on eur/usd we had a volume spike at 1:30 am so price level line at trigger is 1.3265 and price level line after trigger is at 1.3285 so we will short from 1.3285 with stop at 1.3295 targeting price level line at trigger 
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Yes, the overall concept is correct. I might differ with you on price levels. I'd prefer at price level at trigger of 1.3260, just because we saw no volume for the price to drive below 1.3255 just previously (around 23:00). I'd like a stop at 1.3300, I think it is less likely to get hit...1.3295 might get tested or just touched. I like the 1.3285 entry, making the risk ratio good(lose 15:gain 25) -- the risk ratio allowed me to set the stop higher and a stronger reason go with a higher stop.

Just a point - I'd double up my short order right after the 3:00 candle...notice the spike in volume and the lack of response in price. That's another trigger but our price levels would not change and we'd be looking at the same trade entry/exit. It's just a bonus we should take advantage of.

I only trade and make the decisions after the candle closes. I never make or base a technical decision on an open candle. If I want an earlier peak or entry, I use a lower time frame like M5 and trade on the M5 closed candles. I'm big on multi-time frame technical analysis and trading. Did I say never...ok I cheat once in a while..and usually pay the price.

Yes, there can/will be second waves, which is why our stop ratio is always lower than our earnings ratio. It is unlikely (not impossible), we will ever encounter a succession of second waves. In other words, we are trading, expecting to lose a few, but always gain overall.




Current situation on EU. A long set up. Entry would be at 1.3100. Exit 1.3130... applying the 00/05 rule.





1.3095 seems to hold judging from the high volume on the down bars which are unable to move price lower. The close is well off the candle lows which reflects buying activity.

Let's go through what we see everyday in volume and price levels.

First, let's forget the word volume as it is a technical term. Instead we will use the word INTEREST. Peaking volume means their is INTEREST and low volume means their is no INTEREST. INTEREST in what? Price level.

IMPORTANT:
Volume and price levels is not about predicting or forecasting where the price is moving too.
Instead it is about knowing where the price levels are to enter a trade when a price level is reached, and exiting a trade when a price level is reached.
We order and enter a trade when price hits a price level, in the direction of interest, and set an exit where interest will fade.

I will now show you.

Let me explain INTEREST.

VOLUME = INTEREST

The chart below on the left side seems pretty simple. Volume is rising and price is rising, which means buyers are bidding up to sellers in order to purchase (demand). Interest is high and somewhere along here we have crossed an important price level. I've set it at line "A" on the chart (1.3200). 

We can see where INTEREST is lost in the price. Somewhere above line "B". We don't know exactly where but we have a reference point, I used 1.3275 as the price level since we have a drop in volume above this price level after a volume peak.

So entry for a short would be at 1.3275. In reality this is a bit of a gamble, because we only know from what we see that buyers loved the price at 1.3200 and lost INTEREST above 1.3275. But our risk reward ratio is quite high. Our stop would fall around 1.3300, our entry at 1.3275, and our exit at 1.3225...that's 2x earnings vs a stop loss risk.

At this point we have hit a volume peak 5 candles from the left of the chart (our TRIGGER). For 2 candles after the peak we saw volume drop and price climb. So INTEREST in this price higher level has faded.

At this point we are pretending we have no previous price and volume history except what is on this chart, so our trade entry here is the typical "I think price is going that-a-way". We have discovered 2 price levels from INTEREST, but that is far from really knowing anything concrete yet. 
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As we progress we can see where the vertical lines are drawn on the chart that volume is rising and we see the largest price movements are down. The first price movement simply reinforces that INTEREST in price level is still not above our horizontal line B. The price movement and higher volume means that INTEREST is in price going down. Buyers are purchasing as price drops.

Between vertical line "2" and vertical line "3" price drops and volume falls and as volume continues to fall, price starts to rise. Again no INTEREST in a higher price and lines 3 & 4 almost peg our upper price level. The high volume (INTEREST) here is anticipation and buying that because price is moving to cross the upper price level (or has crossed, since we don't know exactly where it is) that price may jump. This just further reinforces that our "B" price level line is close to where it should be. 
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Lines 5,6 and 7 are all peaks of volume (INTEREST) and where does the interest lay? Not in price going up, there is INTEREST in selling at this price level.

And now things will get interesting. 
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Now, notice how the INTEREST changes at lines 8 and 9. Higher volumes and price going up. This is a market change and sets a brand new price level at horizontal line C which is 1.3250.

This price level is crystal clear if you take a look back at where price stopped falling between lines 2 and 3, as well as after line 6. This price level is not random. Look back further to the 4th candle from the left side of the chart....remember there was interest in price passing a price level and now we found it.

The market has changed, so either their will be INTEREST in the price going higher, or the price going lower. We simply have no clue at his point in time. The safe play here is exit our trade, but it is still sound to stay in our short trade for now as we are far away from our stop. 
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he INTEREST simply remains at this price level one candle after vertical line 9 and then as price rises past our new price level again their is no INTEREST at this price level.

Our "B" price level is once again verified as a no INTEREST price and buyers don't want to be buying at this price.

Now, we have our trade. This is the real deal, and simply a ride from 1.3250 to 1.3200. Why?

We know that there is absolutely no INTEREST from buyers at either the 1.3250 or 1.3275 price levels.
We know that the market changed and our original "B" price level at 1.3275 has dropped to 1.3250 at the "C" price level.
Since there is no INTEREST in buying at these levels, there will be an INTEREST (volume) peak coming and like peaks 2, 6 and 7 it will be sell because our price level still exists at 1.3200.
Vertical line 12 is not a surprise, it is fully anticipated because that is where the INTEREST is. 
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Closed candles or different time frames. Yes, you can miss moves in open candles, but my experience is that I make a lot of bad decisions trading open candles. Closed candles mean more to me, and I have remained constant in that.

The way around open candles is to trade shorter time periods, or look at shorter time periods for an entry. So, if you are using M15, but want to trade part way through an open candle, drop down to M5 and see if it supports your decison. I wrote a lot about multi-time frames in MTF Stochastics and Escalator to Pips in these forums. I use stochastics routinely, but that's just my preference when using an oscillator indicator.

The volume peak (in white); prior to that there is a red volume bar that peaks, there is a crossing of a price level there (establishing a new price level on this chart), but the interest is not strong in the price climb. When the price turns down and volume goes up just before the white peak, we cross the price level and there is far more interest in the market with price gong down.
We would be entering a short order at this new/existing highest price level and exiting at the next lower price level.

I've drawn "rough" price levels where the volume (INTEREST) is being supported. 

After the big drop 3 price levels are established, follow the volume valleys closely and you should be able to see how the price level interest is being established.

At the end of this chart their are 2 spike volumes with climbing price. At quick glance and looking at price at a whole it looks like interest is less on the final price climb but the green line is actually interest in a higher price. It's may be hard to see and put together, but remember it is where the INTEREST is, and the interest (volume peaks are supporting a climb) and that higher green level.

If that final candle is closed and the volume closed at that level, I'd be putting a long order in where my green arrow is at the middle price level, looking for price to rise back up to the highest price level.

This is a very tough trade and requires really paying attention to details in the volume/price moves. 





This is old stuff. I've always used it...not as a system but to read the charts.
Single most powerful trading tool you will ever have in your arsenal.
This goes way back to reading tapes and trading without home computers...and I'm really not that old!
It still as relevant today.

I've certainly modified it over the years from use and experience. I've had far more success focusing on finding market price levels, than focusing on more narrow price action. Last 3 years, have been the most success using price levels...probably because I really put a focus and dedication into reading the charts this way, had the time to focus...and moved away from the more (easy and lazy?) use of indicators. This causes far less trading stresses and I can enter and walk away from trades, instead of living in front of my computer.

Now, trying to write it down into something meaningful for others to use...this is a first attempt at that challenge.
Price Level Rules 1-7
Establishing Price Levels

Price levels are what we trade too. Our first task, BEFORE we trade, is too establish some price levels we can use for trading. First we simply need a starting point a little ways back. If you are an active trader, once you start you will simply maintain your chart with the current price levels on it. A more casual trader will have to go back in recent time and find the current price levels. Here is how we do it.

Rule 1. Price and Volume are one thing. 
Never believe that price moves without volume or that volume moves without price. You will never understand one without the other. The only thing your need on your chart are price candles and the Volume indicator (I use MT4 Indicators, Volume, Volume).

Rule 2. Volume = Interest.
Never call volume "volume". This will only confuse you and means absolutely nothing. "INTEREST" on the other hand means something...as in "INTEREST IN PRICE". I mean how interested the market is in price.

Rule 3. Trade on Eur/USD M15.
This is the easiest currency to trade and usually costs you the least in spread. We use M15 because for one it is the most affordable time period to trade for the small investor (i.e. reasonable stop losses, risk, earnings, etc.) and the other reason is we can utilize M5 and M30 in more advanced topics to be even better traders to confirm M15. Oh ya, and you thought this would be simple...and yes you don't have to trade in multiple time frames to be a success --- but it is more fun!

Rule 4. It doesn't matter where we start, but we have to start somewhere and not too far back in history when establishing our first price level.
This is open to how much work you want to do before you enter your first trade of the day. It is also subjective to how confident you are in the price levels you establish. I recommend at least 12-24 hours back and if that doesn't feel right try 24-48 hours. Too far back and you are just wasting your time (i.e. 7 days is way too far back). You want something that gives you a good starting point as we discuss in Rule 7.

Rule 5. The First Price Level We Establish Will Be Our Weakest in Confidence, the Last Our Strongest
Our first Price Level will be determined with only 1 or 2 sets of data, our last should have our full confidence and have been derived from all relevant data available. Keyword here is "relevant" - see Rule 4.

Rule 6. Price Level Price's Always End in "5" or "0".
This is a "pshyco-logical" price level, well written about and explored. It's real, it exists, why fight it? I simply will never explain or justify this rule. It is what it is...pshyco but logical.

Rule 7. "Scanners On Spock!" - Detect the First Price Level
See chart below...please note this is not a trade set up
Find a good clear spike (Peak A) in volume with a large (or largest) price action (candle). See red vertical line "A".
Go back a little in time and find another spike (Peak B) with some decent price action that falls within your first selection - this is to help narrow our price level range. See green vertical line "B". By "falls within" we mean that the price candle is in the same range as our first candle, the two should cross the same price level.
The price level is hiding between the two horizontal dashed lines "C" and "D". In this example, the high price of the second candle at vertical line "B" is is the top range of our price level (line "C") and line "D" is the low price of that candle. That's easy to see by the range of volume earlier and the price level set before Peak "B". -- YES! Pick data that is easy to read to start your trading day with.
"Our first Price Level has been detected at 1.3145 captain!"
How did we pick 1.3145? Three simple reasons - Our price level's price must end in "0" or "5" and if you look carefully at the rising interest (volume) before the second peak at line "B", we know this price is much preferred over 1.3140 by the price candle activity. Thirdly, between line "A" and "B" our price climbed above 1.3145 and then when it peaked at line "A" it fell through 1.3145. You can develop other reasons why 1.3145 is supported over 1.3140, you need some sound reasons to pick a level.
Consider this first price level a very well educated guess and trade accordingly fully aware of the risks of trading a very well educated guess. You can trade on it, just don't get cocky!

Confused? Ask for Price Level another way? What price cuts through 2 candles with the highest volumes near each other? What is happening before and between these two candles with price and what is volume doing (i.e. lower) between these 2 candles?
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Where exactly is the peak you are talking about here? ("before the second peak at line "B" ") I can't seen to pinpoint a 2nd peak, what peak?
See chart Peak B
Price and volume are one. Line D is the upper price level range (the highest our price level can be) given the volume data. It is in this example, the highest price of that candle found in vertical line "B".

Hopefully the "Peak B" label on the chart now helps.

Rule 7 Step By Step - Step 1

Let's just say I want to start trading tonight, and never traded before.
In order to trade I need to find some price levels to trade too. That way I can enter my orders and exits.
First, I need to establish a fairly confident price level with little data available to me. This is an initial reference point that I will start from and be able to watch how the price/volume (PV) moved after this point. When, I finally reach the current market time, I'll have price levels set up, know how price is moving and be ready to trade.

So first, I need a clear initial price level and this is how I find it.
I start by looking at the chart and not going too far back in time to find a nice clear volume spike (peak) that has a large candle with it (price movement).
In the chart below I find one, call it Peak A and draw a red vertical line ("A") as a reference on the chart. 

Now let's understand what is happening on this candle and what has taken place earlier in time from this red reference line on the chart.
Prior to the Line "A" the volume was low and price fairly flat, when price crossed some unknown value then the floor fell out of the price and the price took a big drop.
This one candle at line A crosses a price level. It's a price level, not THE price level. This is one of hundreds of price levels that exist at this point in time, but we can't see any of them so we need to find one the market is trading on.
All we know at this stage, is that their is a price level in the candle we picked. The candle is large and has many price levels from 1.3145 down to 1.3110. We can't possibly determine a price level to use with this many choices.
So, we found a nice big candle with the highest volume up to this point in time and now we need to find another reference point to narrow our price level range. 
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Rule 7 Step By Step - Step 2

Alright, we've established a reference time in space to try and find a price level. At this stage we have nothing but a price range of the candle (it's hi and lo price) and that this price range had the most volume for some time.

So, we need to go back in time on the chart and grab some more data. We need a point in time where the same rules applied to Step 1. Find a high volume peak (spike) with some large price movement. The only catch is that this candle's hi/lo price must be in the same price range as our previously chosen candle's hi/lo price....not all of it, just some of it -- the less the better.

Vertical line "B" is drawn at such a point in time. We have a volume spike and we have a price candle in our previously chosen candle's price range. The closer in time to our first step's reference line the more relevant our data. However, it is also helpful if we have a few candles between our two volume peaks as this will tell us much more information, then them being side-by-side.

So, now we have a green and red reference line on our chart. They simply point to 2 large candles in time with peak volumes. 

What we now know is that for some reason the market has an interest in these to candles more than any other for some time. It almost always points to a price level (line) drawn in the sand by traders where buy/sell orders exist and where traders will launch a trade. Or, you could even say all the indicator systems may have used this price level for some decision.

What we don't know is what that price level is yet. But we now have a price range. Not bad from 2 candles in time. 

Attached Thumbnails 




Rule 7 Step By Step - Step 3

Now remember, our 2nd smaller candle chosen holds all the same results as the first candle we chose in that we have a hilo price range in a volume peak that means a price level exists i the second chosen candle somewhere.
The advantage now is that our 2nd candle has a much smaller range.

So we simply draw a hi and lo price line from this 2nd candle to establish a hi price level limit and a lo price level limit. Call them lines "C" and "D".
The only relevant of this hi/lo price range is the portion of lines "C" and "D" that cut through our first candle.

Note: I have simplified the price level range selection for the second candle to simplify the explanation. We could complicate the 2nd candle's data range by reading the volumes prior to vertical Line "B" with much greater detail. For now, it is unnecessary.

Ok, at this point in time we have established a price level hi/lo range where the price level can be found.
So let's find the price level. 
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Rule 7 Step By Step - Step 4

We know that our price level MUST end in "5" or "0" as we except no other values.
Now we simply want to find the price level that fits our chart the best, based on the price candles at line "A" and line "B" and falls within the price hi/lo of line "C" and "D".

We could simply arbitrarily put the price level line as close to the middle of the price range meeting our price end rules of "5" or "0".
OR
We could study the price/volumes closely, especially between our two candles to determine how those prices were affected by our yet to be established price level line.
OR
We could use any number of our favourite indicators or systems to help establish our price level line.

Really, it doesn't matter too much as long as our price ends in with "5" or "0". 

I chose 1.3415 because it made the most sense based on price/volumes between my 2 candles. Remember we have just established a price level, not THE price level. Our price level isn't a guess. In fact, with amazing ease and simplicity (if you have understood this so far) has been to establish a price level that is very real and meaningful. It's not THE prize level, but of the hundreds that existed in this historical period at this price level, ours had some of the most interest in the market.

The chart below shows our very first price level line placed on the chart.

This price level is a reference tool to start with. We are going to trace this price level and find more new price levels as we progress closer and closer to our first live trade for the day (remember we started from nothing). By the time we get to our first trade for the day, our price levels will have enough data to be extremely accurate. 

Stick with it. This will get ridiculously simple once you follow along for a while. 
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Price Level Rules 8-9
Establishing Price Levels

Once we have our first price level established we then want to move forward from that point in time and establish a few more price levels. 

Rule 8. Locate Price Levels To Open Market
This is a lesson in reading the price and volume chart. Devil is in the details. Remember we are establishing price levels based on sound reasoning of the price/volume relationship.

Rule 9. Price Levels Fit Like Lego
The price/volume relationship establishes a price level, so it is natural that the price level we add to our chart will fit. The chart below is the location of the next price level that we found in the Rule 7 example. The devil is in the details. 
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From the chart included with Rule 9:

Vertical Line "A" is the volume peak and price movement we started with to find our first price level using Rule 7.
Price Level 1 at 1.3140 is the first price level we found in our Rule 7 example.

Vertical Line "B" is the next logical volume peak with a large price movement. Peak A and Peak B are relatively close to each other and at Peak B our candle is somewhat larger than the rest between line "A" and "B".
More important our next price level sticks out like a gold filing.

Stick a price level line through the candle at vertical line "B" (it must end in "0" or "5"). I chose 1.3100. Now look at how the candles between Vertical Line "A" and Vertical Line "B" cross this price level --- NOW LOOK AT THE VOLUMES for these candles! Do you see every time the candle crosses our 1.3100 price level there was volume movement.
Details - it is not huge volume differential, it is though noticeable for the consistent raise in volume across 1.3100.
Where the candles move off this 1.3100 price level between vertical lines "A" and "B" the volume drops.
So, simply put there is interest at 1.3100 and less interest off this price level.

Now, we have 2 price levels established -- and we still ARE NOT using these to set up a trade! 
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Moving forward on the same chart.
Vertical Line "C" at volume PEAK C is simply a confirmation of our Price Level at 1.3100. There is nothing here to indicate any new price level.
So added confidence that 1.3100 is a solid price level. 
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Now keep following the chart along and I think it is extremely easy to see how the next fall in price occurred and how easily it is to read it coming, even if we know about it.

The chart below shows the next PEAK D with major price movement at Vertical Line "D"
IMPORTANT POINT - we have established earlier that 1.3100 is our price level line that the market is interested in.
The price has been hovering above 1.3100 and the interest shrinking between vertical Line "C" and "D".
So, this can mean that price action will occur when the price crosses 1.3100 and our bets are the price will drop.
WHY?

Devil in the details. Look at the candles that cross the price level at 1.3100 between lines "C" and "D". NOW LOOK AT THE VOLUMES!
All of the interest is at 1.3100 and there is no interest above this price level. 
In practice when we see this occurring live we would have an open short order prior to vertical line "D".

We found the 1.3100 price level and when it crossed the markets made a move and that's we want to be a part of. 

I'm hoping this looks like a ridiculous simple and easy way to make some dollars because it is. Just read the charts.
So, lets keep going so we can catch up to the open market and put this into practice. 

Attached Thumbnails 




Let's jump a little closer to what it is like to use Volume Price Level Trading (VPLT) in real trading.
Using the chart below and a few that follow, we'll pretend the candlestick on the far right is the last closed, this way you can see how VPLT decisions are made on the run in active trading and we should come up to the real time market very soon.

So in previous examples, I've shown you how we have chosen vertical lines "A" through "D". 
So after vertical line "D" we are looking for a new price level to set to capture the lower end price of trading.

Look at lines "a", "b" and "c" between Peak D and PEAK E lines.

The candle at line "a" is the first lowest volume (interest) price range we cross after PEAK D. So at this point in our head only (not in the chart) we will draw a price level line at 1.3060 to act just as a reference point in our mind that we have crossed some price threshold.

The candle at line "b" continues to fall and volume (interest) has increased, so we now know that market interest is still towards a lower price after our reference of 1.3060 and picking up as we draw away from this price level.

The candle at line "c" is the lowest volume now to this point in time. This pretty well conforms we have a price level somewhere between 1.3050 and 1.3060 and at this very point we'd likely pick either 1.3050 or 1.3055. We choose 1.3050 if we want to use the rock bottom volume price to this point, and we use 1.3055 if we just want to pick the average price level between 50 and 60.

Now we are at PEAK E (the red vertical line), the last closed candle we see. It is a peak at this point to us. The volume has started to increase after the price crossed 1.3050 so our new price level will be put on the chart at 1.3045 (not yet seen).

When live trading VPLT, our locating of a new price level will be dynamic from candle to candle until we approach a peak that locks and confirms the price level. Don't panic along the way that you are missing some great opportunity for a trade, just because price passed a price level and you had no entry. With VPLT you will have oodles of opportunity for trades, so don't rush to enter any trade trying to "catch up".

Just pay attention to the devil in the details and follow along. 
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One candle forward and we see our PEAK E remains, and our price level stays at 1.3045.
Now our last candle was long, trying to move price back up from below 1.3045 to 1.3045. Interest (volume) is less for price to move back up to 1.3045, so this is where we would want to enter short at 1.3045.
I'm using 1.3045 as a short entry for ease of clarity, but you may find it more beneficial to actually open and close trades on the "4","6","9" or "1" price. You need to watch how your broker responds, or if you trade live, you don't have to sit there for the entry to be exactly 1.3045.
The point is we are entering a trade short somewhere close to 1.3045.

In this mode, where I have no definitive lower price level below my trade, I'm trading for 20-30 pips. I'm trading live, and if I do find a lower price level that's my exit, or 20-30 pips. My stop then must be lower than 20-30 pips and if you remember we had an "imaginary" price level between 1.3050 and 1.3060, I'm opting for 1.3060 as my stop...15 pips. I don't like my stops too tight. 
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Jump ahead a couple of candles and I'm feeling really good about this short entry. The candle has hit (climbed to) our price level of 1.3040 and the volume (interest) is not in the market to go up pass this price level.
My short trade is on! 
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Let's keep going...

OK, so price is now dipping, volume is up and we may have another volume peak forming. Here it is "no guts, no glory".
You could pull out of this trade and make 15-20 pips. That is a safe money making option, and anyone who knows me would know that I'd be yelling at you to get out of the trade, because if you can make 20 pips a day everyday, you are in command of your Forex financial future.

However, I know the odds are hugely in my favour that price will keep going down, if I get a peak here or very soon and volume diminishes if price rises.
The only thing I'm now risking is a 5 pip loss as I drop my stop down to 5 pips above entry.

You can see we have a possible price level here because we may have a peak. Right now this price level is just a reference, but I put it on the chsrt for you to see. Do you see how this price level may be formed?
Well first this candle and volume will need to become a peak for it to be a true price level.
We know when price came down to this level volume (interest) increased, and when it moved up away from this level volume (interest) went down.
So right now this price level at 1.3030 has some market interest.
It is just as plausible that the price level may be 1.3025, I've just chosen 1.3030 because it seems to fit better in my mind. It is arbitrary what you choose....sorry we just can't be exact and end of day, 5 pips really is the fudge factor and trust me, really doesn't come into play that often. 
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A couple of more candles forward, price goes up, volume goes down, we have a new peak "F" so our price level sticks and I put it at 1.3030.

We know exactly what will happen now do we not? Well I'm still in my trade if that tells you anything....short trade....hint. 
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Probably I should recant that and say the price and volume working together shows us everything. I was assuming the price part with the original words when written.

It really doesn't matter what the volume indicator shows. It's relative. As long as it stays consistent with price movement, that is what matters about the volume indicator.

And then probably no one likes that answer who read it. Ok, let's assume then for a minute that every trader, buyer and seller of Forex is generally working towards entering their trades on the same relative price actions. If that is true, which I find it is, then as long as you treat volume and price action as one single indicator, then it all works.
There is a very fine line to cross indeed to start using the volume indicator alone, without looking at what price is doing.

My logic behind the volume and price together is to find price levels and verify where they are. I suppose I, or anyone could use any number of other indicators to do the same but I find since it is so easy with volume/price together, why use anything else? Ultimately we are trading price levels, not volume.

If volume is not working with price it shows up fairly quick becuase the price levels will not, nor will volume/price show you any price levels that work. I've never seen the problem arise, and it is consistent. So ultimately as long as I have consistency, I'm happy.

Volume is probably a broker's ticks, like I said doesn't really matter. Price/volume are going to move on market interest but volume will move relative to itself with price...so even if it is associated with less money volume, that less money volume will be relative to price. That is why the life span of price levels is short and they are constantly dynamic. Volume peaks with price movements will mark a price level...and that relativity before and after is consistently current with price action...regardless of what volume really measures.

Technically, something like the stochastics (or any oscillator) indicator has the same issue. The movement of an oscillator is relative to the current price action be that 5 pips or 100 pips...the oscillator doesn't care how many pips, just how price moves relative to itself and where the oscillator is. You can set price levels with an oscillator, get the same results as you would with the volume indicator -- but oh, is it painful to do compared to using price/volume.
Volume Price Levels is developed from the old "read the tape" process we traders used long before home computers were at our disposal. I date myself, but in the "old" days the most efficient way to trade was with price and volume.

VPLT is grown out of that and a great deal of time I've spent with stochastics. The methodology you see here is the volume/price side of a more defined stochastics tool I've been developing over the years. However VPLT is a very strong tool as I have realized on it's own, whether that is simply by accident in applying stochastics thought to it, or I've subconsciously have done what I wanted to do and just don't need the stochastic portion to be as visible as a separate indicator as I previously thought.

Anyways, I've been extremely happy with the results.

I don't trade to win, I trade to earn. If you apply this right, then you should be able to trade with confidence and earn money consistently from your trades. How many trades you win, won't matter as much as how well you can trade and manage your bank roll. 

VPLT earns me money consistentoy, so does stochastics trading. To me that is all that matters. Consistent pips.

Just a word of caution - I have not explained everything yet. 
If you are trading this for real, I suggest not yet. Practice on finding price levels and trade entry/direction, but not live trades yet.
Let me get through this. It's a lengthy subject but we are getting there.

One thing you want to establish are price levels for the market at least 12-24 hours in advance of where you trade (i.e. go back in the chart a bit). The more diligence you put into examining what the market is doing prior to trading and understanding it, the easier it will be to set yourself up for trades (successful) moving forward into your trade day.

Next round of examples I'll start as a normal trade day and go through some trades as I did them. I'll start as if I have no prior knowledge of the market conditions.

After that, I'll be glad to look at your trades and be glad to help. (I don't want to start yet, as I may answer your questions with the upcoming info).

If you want to try and set price levels for the 7th, I'll be glad to review them if you are stuck or not confident. It might be interesting to see how much variance we get with several people setting price levels for a day. Trust me once you do this for a few days, you can pop price levels up in just a few mins....it is super easy, just watch the devil in the details.

VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

1. Go back in the chart and find 2 clear volume peaks in the volume indicator. I have marked them on the chart below as Peak A and Peak B. The red vertical lines "A" and "B" run through 2 candles. Our first price level runs through these candles.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

2. Our price level must end in "5" or "0". The range of the first candle on vertical line "A" is between 1.30669 and 1.30719. There is only one possible price level that cuts through this candle at 1.3070. The first price level is found. Drawn on chart.

The candle at Peak B (vertical line "B") also cuts through our first price level. This price level is confirmed.

Things to notice: After Peak A, the price jumps up to 1.3085, but there is no interest (volume) at this price level. As the price starts to descend towards Peak B (vertical line "B"), the volume picks up, until price crosses our price level at vertical line "B". This is a very confirmed price level.
Note in your mind that interest (volume) picked up as price descended across our price level. Just note it, it doesn't mean anything yet.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

3. Peak C and Peak D are our next 2 clearest interest (volume) peaks. We are picking clear defined peaks to establish price levels before we enter a trade. We can be choosy about how clearly defined our peaks are at this stage.

Finding the price that cuts through the candles at vertical line "C" and vertical line "D" requires reading the interest in price (through the volume/price relationship). The devil is in the details.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

4. We know the price level must intersect both candles at vertical line "C" and vertical line "D". I have maked where the price level will fall between by 2 green dashed lines on the chart. Sine price levels end in "5" or "0", we only have 2 possibilities for our new price level; 1.3045 and 1.3050. These are the only price levels that fit our price level rules.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4


5. Read the price/volume relationship between vertical lines "C" and "D". Each time our price moves away (up) from 1.3050, interest (volume) decreases. Each time our price moves closer towards (down) to 1.3050, interest (volume) increases. Therefore 1.3050 is clearly a new price level.
When the price crosses 1.3050, the price drops and creates PEAK D at vertical line "D"
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

6. Very important concept here. At Peak E, vertical line "E" we will yet again establish another price level at 1.3035. You can see how I got that by reading the price/volume movement away/towards this price line. It should be clear as day. Price away (up) volume weakens, towards down voluem strengthens. Look at the details. DO NOT read each candle individually. Read the price movement/volume together. See it?

Now look at all our peaks and look at what price did at each of them. At each peak price has fallen through our price levels.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

7. When price climbs from vertical line "E" we are watching the interest volume climb to the price level we found at 1.3050. When price climbs across (or nears we don't have to be exact) we are entering out trade short at 1.3050 and our stop at the next higher price level 1.3070.
Why? Why am I not going long?
Well we can anticipate that our interest (volume) is peaking and since every other peak so far has resulted in price crossing down it would seem the most logical play to go short.
It is possible the market changes direction and goes up and then we simply hit our stop and lose 20 pips. It is ours to decide, and I'll go with what the market has been telling me. Interest in the down price.
There is also one other signal to go down. From our vertical line "A" to our trade entry you can see 3 distinct price level drops and with each drop there the collective interest (volume) is increasing. That would indicate that th e market is far more interested in the 1.3035 price than the 1.3070 price.

That's the trade entry. For exit we have 2 choices. Take our pips when we reach 1.3035 (safe). Go with marker sentiment and expect another price level below 1.3035. You might target 1.3020, 1.3010 or 1.3000, just remember the further you target away from our bottom price level the more risk you are taking. Ideally, since our stop is 20 pips away, our earnings should be at least 20 pips to make the risk/rewards at least even, so in that regard an exit at 1.3030 is a good trade target as it is only 5 pips below our bottom price level.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

8. First trade is done if you exited at or above 1.3020. Now price/volume made a new Peak F at vertical line "F". At vertical line "F" we need to be looking for a new lower price level. Remember when we opened the trade one option was to follow the price down to a new lower price level than 1.3035. The price obviously hit this new lower level and now from the price/volume movement we need to figure out where this new lower price level is.

The green price level line for now is just a reference line to examine the price/volume movement after vertical line "F". As price moves away from (climbs), our volume goes down, and when price moves back down towards 1.3020 the volume goes down? Did the price move down? No, the candles..all three the price moved up and away from 1.020 and volume went down.

This can be a hard one to see and easily missed. 
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

9. Let's say we miss this price/volume move and instead try a price level at 1.3030. You can see that doesn't work. As price goes up towards this 1.3030 level the volume should go up. It doesn't. So, now we've been able to catch our error. Our new price level should be at 1.3020 (if it was at 1.3025 then our volume would have gone up when price climbed to it).
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

10. Our new price level is set at 1.3020. Now we know that if price goes up towards 1.3035, volume will go down. We also know that if price goes down towards 1.3020, volume will rise. So where is the trade entry?
Read the above sentences again.
The obvious choice is a long entry at 1.3020. If the price goes up volume will go down so in order for volume to peak again or start to rise our price will have to reach 1.3020. As well, if price goes down and touches 1.3020 than volume will go up, so no matter how you slice it the trade is at 1.3020.
Long? 
Remember our decision to go short in our last trade at 1.3050 was because interest (volume) was rising as price rose to this level. Our decision to go short was to follow the previous market moves where price went down across each price level at the peaks.
So now we would get another peak if price now crossed down below 1.3020.
However, we can't forget that volume rose as price rose to 1.3050 and then after reaching this price level dropped. So that's our target, we are expecting price to fall to 1.3020 and then climb towards 1.3050.
The other decision of course to go short at 1.3020 can be justified - but we have no data to go below 1.3020. In our previous short trade, we had data to go below 1.3050. 
We have to trade where the price levels are - we don't want to be explorers into the unknown.

So, we buy at 1.3020, set our stop at 1.3005 and our target exit is 1.3035. Stop was chosen equal to our risk, as close as we can. Putting a stop out in the unknown is risky, so keep the risk reward 1:1 or better. Exit is the first price level, that is safe.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

11. Well this wasn't the ideal expectation of price/volume movement, but we did get our long buy in at 1.3020. Price and volume rose. This all fits our data and it is not hard to interpret what just happened. Price opened slightly higher on this candle, volumes dropped, price dropped, volumes rose, price hit the bottom price level of 1.3020 which was a.........TRIGGER.......and price went up.
The volume came when price went down to 1.3020, not on the way up to 1.3035. Really that doesn't matter.
Right at this moment we have a volume peak, we have to treat this as a volume peak. Which means we need to look at price levels.
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

12. Looking at the chart and Peak F and our new Peak, there is no new price level. This peak has only confirmed our thought at trade, that interest (volume) is towards the higher 1.3050 price level. Volume is going down because either way price moves, up or down, we will move away from the 1.3035 price level. After that, volume will increase if we move toward 1.3050 and should decrease if we move away from 1.3050.

There's another long trade here at 1.3035. Exit target is 1.3050 (upper price level). Stop is 1.3020 (lower price level).
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VPLT TRADE WALK THROUGH JAN 7th-FIRST TRADE SETUP

EUR/USD M15 Volume Indicator MT4

13. So, as we expected price is moving towards 1.3050 and so is volume. Here it is a little tricky. At this point in time we have a new peak. We have to assume it is a new peak. The net affect is that it creates a new price level 1.3045.

If it is a new peak, than volume will decrease and price will fall. A good time to enter a short trade.
If it is not a new peak, then price and volume will rise and we will reach 1.3050. 

The correct move is to go with what the data tells us now. Exit our trade at 1.3045, and enter a short trade. We have to trade with what the data tells us at the time we know it (end of candle).

So this is effectively a reverse of the trade we just made.
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Nope, you have it right. As price was rising, volume was falling. Look back at post 104, that might help. 
If not, the rest of post 106 gave the reason for the switch in direction.

Interest was in the lower price level, but just that lower price level. Volume would have increased if price went down...that is as you understand it.

The best way to see it unfold is to look at how the price/volume moved later after this. If you take the 10 candles after vertical line "F" and basically pick it up and copy it where vertical line "G" is, then you should see it a little clearer. This is what would have happened if price dropped, the price would have climbed steadily up. The only difference is that at "G", everything would just have dipped lower down in price before climbing back up across 1.3020.

So we are expecting that at first price will fall and volumes will rise, and then the turn, where prices will rise with volume. Prices are going to rise because they are headed to a price level of interest...so as price climbs closer volume will go up. Here the higher price level has greater interest than the lower one.

Hope that covered it.

Price levels. I think you will see the move a lot better with a price level. It's a pretty easy one to see at 1.3120. Now the price/volume moves should make more sense. There's less interest in price above 1.3120...but. (I apologize if I have the price value wrong, hard to see it on my filthy laptop screen [image: image40.png]


)

Devil in the details. There is another price level above at 1.3130 that is messing with our volumes. Just before candle A our price/voume is climbing and reaching 1.3130. Candle A falls through both price levels, 1.3130 and 1.3120, that results in a volume spike. 
Next candle price falls away from 1.3120 and interest doesn't wane too much (volume stays pretty flat)
Next 3 candles price climbs and volume falls, we cross right up and through 1.3120 price level. So, interest is not in going up over 1.3120.
When the next candle drops and volume is up the interest is at price coming down below 1.3120. Getting repetetive isn't it.

Here is something really cool! 
When the price climbs again up past 1.3120 volume fades......and then picks up pushing price towards 1.3130. Now if you are really on your game, you'd be all over this 10 pip climb to go short at 1.3130 or as close to that as possible...this is a pure money grab --- we already established price will fall down through 1.3120. 

After this cross at 1.3130, there's no interest in price going higher and the bottom falls out at Candle B. At this point we should already be in the trade and riding candle B down or the safe entry if you missed the greed move would have picked up the trade at 1.3120
The rest is just take your pips. You would have another price level lower to exit on or re-assess the downward run.
Always trade from/to price levels (or close vicinity) - these are the market targets.

Hopefully that added some clarity.



A Live Trade Example
EUR/USD Jan 8 7pm EST

It is about 6:45pm EST and I'm just setting up for a trade. I've established my price levels (horizontal green lines) using the volume peaks/price candles at the vertical red lines.

At this time I'm confident in entering a short trade either off the 1.3080 price level, and if price climbs I'll grab another short trade at 1.3085. The 1.3085 is just extra pips. I put an exit at the bottom price level 1.3065; and a STOP at 1:1 risk/earnings so 1.3105. That stop is really way too high, but I'm really not worried I will hit it.

What is happening with price/volume here is that market interest is around the 1.3080. There is some additional interest in price crossing 1.3085, but after that level interest in price going higher is much less. Price moving down through 1.3080 is getting the most interest. So, ideally price will rise above 1.3085 and then fall.

My orders are placed at close of 6:45 pm candle - so 7pm 
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A Live Trade Example
EUR/USD Jan 8 7:00-7:15 pm EST

My 1.3080 short order is missed but my 1.3085 is short order is opened when price moved up through 1.3085. I'm a little surprised by the strength of the price move up past 1.3085 but not worried. The interest (volume) rise as price moved above 1.3085 is expected. If I was greedy, I might snag another short order here, but with 2 open orders and getting my bonus order at 1.3085 open, I'm content. 
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A Live Trade Example
EUR/USD Jan 8 7:15-7:30 pm EST

It's pretty obvious from the moment the candle opens and 5 mins into the candle that price has pretty well had it for going up. I'm just relaxing now, waiting for the down play. 
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A Live Trade Example
EUR/USD Jan 8 7:30 - 7:38ish pm EST

The candle opened with a bang, price took a quick drop. My 1.3080 order is now open and as the candle crossed the 1.3080 price level volume started rising. I moved my stop down, no point of it being way up there anymore, and I decided with both open short orders I'd move my exit to 1.3070 - this is an easy 25 pip gain (10 + 15 pips in 2 orders) so grab my pips and go. 1.3070 is a nice safe level, not breaking any new territory and it looked like I'd get out in this candle - so I could go write about this trade in FF [image: image45.png]




Final Synopsis - a fairly typical (unexciting) trade. I didn't expect the price to move that quickly down and given the speed at which it was moving, I just decided to grab my earnings. It would be better to re-assess the price levels and price/volume after this long down candle and determine the next moves. You should be able to see how market interest was lost chasing a price above 1.3085 and that the market interest was in a downward price falling from 1.3080. In this case 1.3085 was just an added bonus....caught it, so why not profit from it.

The 1.3080 price level was determined from the 2 candles that the last 2 vertical red lines run through. I purposely looked at 6:45 to define and justify a price level at 1.3080, since a price level obviously fit (like lego) here. I've got my 2 volume peaks and the candles intersect at only one price that ends in "0" or "5"

The 1.3085 price level was determined much further back in the chart at the 4th/5th vertical red lines from the right of the chart. Again 2 peaks, one choice for price level. I found 1.3085 earlier today around 9:30 EST and had traded that short - it was very similar to this last trade I documented, in fact almost an exact duplicate except with only the one entry.

So that's how I made 40 pips today using VPLT, I hope you can see it is a pretty straight forward and calm process. 

The secret is in those price levels, price/volume movement (together) around those price levels and most important - the devils in the details.

Hopefully, you can see price levels are not a science. They just have to be justified, and they fit (like lego). ...snap right in. 
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It doesn't matter what volume measures (in tems of broker ticks, trades, dollars, etc) as long as it remains consistent with price. When, I say consistent, I mean that the broker is always using, say trade volume, and doesn't switch it up half way through your day. So, not likely that the broker is going to change what they measure in volume any time soon.

Price and volume moves together do mean something. Volume is a relative measurement, no different than any oscillator indicator. Volume levels do not tell you "how much" price moves, price moves tell you how much price moves.

The reason this is called Volume Price Level Trading is because when price moves towards/away from a price level, volume (interest) in that price level will increase or decrease.

If you don't like volume, you can use any relative indicator to do the same thing. However, I use volume because it is so simple and quick...and most of all, it works reliably and consistently...and in trading for a liviving, that is what you want the most.

I have no doubt people will see volume and poo-poo all over volume. Because all they see is volume and never look at the relationship between volume and price together and how it works when crossing different price levels.

So yes, you are correct - volume by itself is useless. However, this forum is not about volume by itself.

Devil In The Details – Expert Info

I have discussed one way to set price levels. What I'm about to discuss here is how to read price/volume. I've explained volume = interest.
Price is our compass. So price/volume as a combination "point at market interest".

Now, let's consider everything previous to this as the basics. Now as "experts" in VPLT we will open the chart up and read it like a book. As such, our focus now is to read price/volume as it moves around a price level.

Best way is to jump right in and start. I'll start with a 20 candle sequence in recent history....I just picked it because it is the most recent.

So, fresh chart EUR/USD M15. This is a live chart so the chart picture may change a bit as we progress. I'm zoomed way in. 
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First thing I need is a price level. The price level is just a reference line that price/volume moves around and reacts too. Once the price level is established we can start reading the price/volume.

So, to find my first price level, I picked out 3 peaks near the left side of the chart. I want to read the candles from left to right, and I want to focus on finding a price level that fits the candles on the right side of the chart.

I drew 3 straight vertical red lines from 3 volume peaks (spikes) through there corresponding price candles.
I then drew a horizontal price level at the only price that ends in "5" or "0" that goes through all 3 candles. (FYI: if the price level narrowly misses a candle, no big deal). 
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Alright! Now the fun part. Let's start reading the chart from the first price candle to the right of our right most vertical red line (where the green up arrow is), and progress candle by candle. (19:15 candle Jan 9)

At the volume peak, price came up through our price level, this movement across a price level typically generates more interest (volume) hence this is why peaks generally slice through a candle. More (interest) volume because generally the most orders will be executed on at the "5" or "0" price and in this case 1.3055.

Candle 1 (19:15): Down. Price opened above our price level, there was less interest in price being above 1.3055 after price crossed the 1.3055 price level.

Candle 2 (19:30): Up. Less interest in an up candle (volume down), so there is less interest in price trying to rise higher. 1.3060 seems to right now be the upper limit of price levels.

Candle 3 (19:45): Down. Candle sliced through the 1.3055 price level and interest (volume) increased, but not as much as when the candle cut up through the price level at 1.3055 at 19:00.

Candle 4 (20:00): Up: Small price climb with little interest (volume). Price level is now firmly confirmed at 1.3055 with a tendency to be more interest (volume) with price rising up through 1.3055. Good entry for a long trade for short pips to 1.3060.

Candle 5 (20:15): Up: Large upward price move cut up through the price level and went through the upper price limit we saw in candle 2 of 1.3060. We'll need to adjust our chart with a new price level at 1.3060. 
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We've had to add a new price level at 1.3060. The volume peak is small, but what is really defining this price level is that we've had 3 candles just pass through this level, but nothing else.

Candle 6 (20:30): Down. Further support that price doesn't want to go much higher than 1.3060. As expected interest (volume) is down in a higher price.

Candle 7 (20:45): Up. Price climbed back up above our 1.3060 price level and interest is up because of this. However, price is higher but interest lower than in candle 5. So there is little likelie hood at this point price will go any or much higher.

Candle 8 (21:00) Up. Price is going to try the 1.3065 level, volume is less (no interest) so this price level will not hold. If there was interest in a 1.3065 price level, volume would have increased. Good time for a short entry and catch a few pips to 1.3055. Small ranges, but sure price moves, why not make some small pip trades.

Candle 9 (21:15) Down. Simple confirmation of 1.3065 level not holding any interest.

Candle 10 (21:30) Down. Price has started to move back down towards our 1.3060 price level which has increased interest (volume). 
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Candle 11 (21:45): Up. Price has been dropping for the last 3 candles and interest (volume) has picked up. Price touches the 1.3060 level and volume peaks, so that is as expected. The price level is at 1.3060 and this is where the interest is at. Going down.

Candle 12 (22:00): Down. Interest (volume) is down. We know price above 1.3060 is dead, so no interest there. The downward move in price across 1.3060 price level should have sparked some interest but it did not. So, the market doesn't have any interest in a 1.3065 price and there seems to be little interest at 1.3060 price level. Interest definitely is not in an upward price move. So, only one direction to go, down.

Candle 13 (22:15): Down. A tricky play. Price is following down and no change in interest. We'd expect an increase in interest if price was falling towards 1.3055. We know our direction can only be down, so we have to conclude that the lack of interest is because we are following away from the higher 1.3060. The other assumption of price turning up just doesn't make a lot of sense, though possible, the odds have to be in favour of price down.

Candle 14 (22:30): Down. That's better. Just what we expect with price going down and touching our 1.3055 price level and interest (volume) going up. Total confirmation again of 1.3055 price level and that market interest is at 1.3055.

Candle 15 (22:45): Down. Now what? Price crosses down across 1.3055 and interest is less. Looks like the market is content within our 2 price levels. For now the market likes 1.3055. 
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Candle 16 (23:00): Down. Price crosses 1.3055, and volume is up. Nothing really unexpected here as we know the market likes 1.3055 price level.

Candle 17 (23:15): Up. Yep...boring. Price and market is stuck at 1.3055. Price climbs closer to 1.3055 and interest is up.

Candle 18 (23:30): Down. Price down, interest drops as we move away from 1.3055. We have a new peak from candle 17 and close too but not yet a price level forming possibly at 1.3050. For now, just a reference as price doesn't want to seem to go to 1.3050 and the market is still concerned with 1.3055.

Candle 19 (23:45): Up. Price up, interest drops. Not a lot of price change and market still showing it doesn't like being below 1.3055.

Candle 20 (24:00): Up. Same story, market wants to be at 1.3055. Volume increased which can be expected as price hit 1.3055 price level. 
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Candle 21 (00:15): Down. Same story continues. Interest drops as price falls away from our 1.3055 price level.

Candle 22 (00:30): Up. Price drops across 1.3050, still not a price level to us. Interest picked up and this could be a peak in volume, we don't know yet, so status quo, market still holds interest in 1.3055.

Candle 23 (00:45): Down. Peak confirmed in Candle 22. New price level at 1.3050. Price dropped but there is less interest than where price was at previous candle. This candle crosses both price levels. If the interest was at 1.3050, then the peak would have been here, there would have been higher volume. So, overall there is less interest at this lower price.

Candle 24 (01:00): Down. Price goes down across our new price level at 1.3050 but still less market interest. So our market interest still seems to be at 1.3055. Market interest has been at 1.3055 for a while, so this is starting to look like a key price level for something.

Candle 25 (01:15): Down. Price down, interest down. There is no peak here so no new price level below 1.3050 yet. Market still focused on 1.3050.

Candle 26 (01:30): Down. Price goes up and interest is less. Looks like we are starting to see the bottom of this price move. Could definitely put a long in here if we get down to 1.3040 (to make it worthwhile).

Candle 27 (01:45): Down. Well that's a little larger price move down then expected. Hit our 1.3040 mark so we can go long to 1.3050. Very little increase in interest and no peak still, so no new price levels down here. This is some take profit territory, put the longs in play.

Candle 28 (02:00): Up. There we go. Good solid price move up, assume it is a peak. Set a price level at 1.3040. Market interest way up, no wonder, we are headed back to where the market loves it at 1.3050. 
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Candle 29 (2:15): Up. Price is up and interest slipping as we near 1.3050. This slippage could be the result of pulling away from 1.3040 price level. Nothing so far to assume that we won't cross 1.3050, could bail from long trades if skittish. Risk takers throw a stop in at 1.035 and stay in long.

Candle 30 (2:30): Up. Still can't cross 1.3050. Interest would have peaked if we crossed 1.3050, so it seems market interest is fading as price moves away from 1.3040 price level. 
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I'll stop here as I don't want to start to signal trades.

Well that was 30 candles and that is how I read the charts with price/volume moving around price levels. This example wasn't great because our range was fairly small and price levels were popping up close together. Even so, we had very clear pip opportunities to seize on.

If you read through those 30 candles, you can see how I am translating/justifying the price/volume moves relative to the price level. Really, only 1 candle in the 30 that was tricky but by sticking to overall market interest I just stayed the course. Otherwise, there isn't a whole lot of room to interpret the price/volume moves any differently.

You can also see as we get near the end, how price levels take shape and form around price/volume moves...and or don't exist. You can see as we neared 1.3040 there was no price level on the way down, if interest in price was to keep going down there would have been an increase in interest (volume), especially if on the way down we crossed 1.3040. By that not being there, price had to start going up. There was no other way and the candles just before were indicating the market had no interest down here around 1.3040. So, again the upward move was loud and clear.

Things are setting up. Give it a shot (on a demo account).
1. Like this, with price levels; 3 years. It comes from 20 years of refinement for me in understanding how to use it properly. This "system" is as old as the ticker tape. My refinement has come with the use of price levels, understanding market "interest" around those price levels, and wrapping it around my head.

2. I make 20 pips a day -- that's my pedestal and I preach to anyone who will listen and wants to make consistent money in Forex. I put value in my 20 pips, not in how many pips I can get. I can make 20 pips a day with MTF Stochastics, but using VPLT is "oh my gawd" less stressful and way more consistent. Some days I make a lot more than 20 pips, just because the market pulls me along.
Like last night when I was writing about 30 candles, I didn't anticipate I'd lead right into a market that was gearing up for a take off. If the market is going to hand me a ton of pips I'm going to take it. VPLT makes it easy to see it. Yesterday into today was pip-a-tastic!

3. Yes, I could, but I won't. At least not at this stage. I have a lot of reasons for this, none of which are to prove how succesful this is for me. I'd much rather disect trades or show you how I got there, so you can trade succesfully. Just for fun, maybe later, I might just for laughs do it, cuz I think it is neat. For now, my mission and time is to show people they can successfully trade.
The simple answer, you just know when they are relevant and when they are not.
There's no fixed life span on price levels and no rules like the older the price level is the more irrelevant it is.

You just have to let the market tell you what price levels are relevant.

The nice thing about VPLT, is that you can wipe the chart clean of price levels and start again, because the market will always keep telling you where they are. 

I tend to wipe out the close together ones where price is now and just keep the most relevant in the market to where I am now. I'm a 20 pip/day trader so I don't need to know a lot of PL's.

You could come up with a lot of different strategies with this. I'd just say, if you are getting confused, don't be afraid to wipe the slate clean and give yourself a fresh start. It's never a bad idea to check your work anyways [image: image55.png]



Price/Volume as it relates to price level. Don't get too hooked on candle sizes.

3 previous candles are closed pretty much at same price, and volume (interest) is going down. The market has just not got enough steam to push the price up through 1.3060. Hence, price will flop.

The price drop below 1.3055 is the market giving up on that higher price but there was less volume when this price dropped below the price level, than when prior it rose above. That can only mean that the market has more interest in trying to push the price up past 1.3055. The lower volume 1 candle previous is the market giving up at trying for 1.3060.

Candle 4 confirms this because the price stays below 1.3055, there is no volume down here. 

Going long now at Candle 4, is trying to take advantage of the market wanting the price to go up. The market is testing 1.3060, so a price higher than 1.3060 seems reasonable, bcause if the test succeeds it will cross that level.

I can't emphasize enough how price/volume is tied to price levels. It isn't candle size. A small candle can generate bigger volume crossing a price level (see candle 20), and likewise a big candle can generate small volume when it is nowhere near a price level (see candle 12). 
-> Just remember all 3 are relative to each other price/volume and price levels.

Let me know if that makes sense, because it is an important observation you brought up.

Three firs candles witj red arows formed price level at 1.3250
Candles 1, 4, 10 formed price level at 1.3270
Candle 2 - Down. Price opened above and closed below our price level, there was less interest in price being above 1. 3270 after price crossed the 1. 3270 price level
Candle 3 – UP. With low volume. Interest (volume) is down in a higher price.
Candle 4 – our level confirmation.
Candle 5 – Down – price moves away from our level, volume decreases
Candle 6 – UP, near our level, volume down, market shows less interest in beeng at our price level 1.3270
Candle 7 – DOWN, low volume (lowest of our 7 candles) - Price is going to try the 1.3260 level, volume is less (no interest) so this price level will not hold. If there was interest in a 1. 3260 price level, volume would have increased. Good time for a long entry and catch a few pips to 1. 3270. Small ranges, but sure price moves, why not make some small pip trades. 
Candle 8 – UP – low volume – dont know how to describe this candle (if I am in long on previous candle, then now I‘m in doubt because price arrived near our 1. 3270 level with low interest).
Candle 9, 10 – level 1. 3270 still in play. And candle 10 down with higher volume than on candle 9 up shows that market likes to be under that level 1. 3270.
Candle 11 – Down, low volume, market shows it doesnt like to be above 1. 3270 – Good place to short?
I will stop here, gotta go to work.
Waiting for coments and critics on my analysis (candle by candle please [image: image56.png]


) 
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Chart update 
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Candle 8 simply supports candle 7. Market doesn't have much interest with price being around 1.3260 and would rather it be heading up past 1.3270 where the price level is.

Candle 10 (after canlde 11 is finished), confirms our price level because there is a volume peak here. Even if you ignore the volume peak, candles 9&10 market is telling us price is pretty solid on 1.3270.

We know price has to go somewhere from 1.3270 at sometime. The market likes it much more when price is going up to and even through 1.3270 price level. So that would seem that long is the choice. However, take another look and rememebr that the market will want price to move.

Candle 4 is the largest upward price reach, crosses our price level at 1.3270 and has the highest volume. At candle 4, nothing wrong with putting a long order in, but we must be aware that chasing an unknown price level above 1.3270 is full of risk. If you believe at this moment price will break through 1.3270 then your order is at or below 1.3270. 
However, by the time we get to candle 11, we should be bailing from our long trade. By candle 11 there is a definite shift in market for price to go down, and here is why:

Candle 10 is the key. Candle 7,8,9 is a general run up of price towards 1.3270 and volume does exactly what you would expect..so again a long trade is not out of the question...but risky because we have no info above 1.3270 and that is a "bet" on a breakthrough.
However, candle 10 will bring you to your senses. Price dropped and volume kept climbing. Candles 11,12 all this is saying no breakout, still stuck on 1.3270 as a limit.

From candle 6, 9, 13, all climb backs in price to 1.3270....but can you see that each one is decreasing in volume to the one previous. Volume wise candle 6 is less than 5; 9 is less than 10, and 13 is less than 10,11,12. So there is no break out up that will happen. 

I'd just be watching this thing for now.

NEXT CHART....
A little after this chart (in the next chart) you should be able to catch the 1.3250 to 1.3270 move. It's a simple trade between our price levels. The volume talk, that peak when price drops like a bomb (candle 35) and hits 1.3250, what is it confirming? Our price level at 1.3250. Peaks exist at price levels.

(36) When price climbs and volume rises, confirmation of the price level and the interest up and away from from 1.3250 (go long).
(37) When price drops and volume drops, swift kick to your (butt) to go long.
(39) And look where your candle crosses on the next volume peak...1.3270.

First job as always is to find a price level. Next volume peak along and we end up with a price level at 1.9000. Not the best for accuracy, but it gives us a starting point, we can quickly find where the market was at on this chart.

The price level was found by putting green vertical lines through 2 volume peaks. A "clear" volume peak is one where the volume is less on both sides of the volume bar in the centre. Ideally we want 2 peaks that will only give us 1 choice for a price level. Price levels always end in "0" or "5". In this example, the price level can only be 1.9000. Ideally the price level line will pass through both price candles where our volume peaks are, but sometimes like in this example, we have to take a best fit approach. 
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Zoom in on the chart.
We have one "loosy" price level set up for a reference point. The devil is in the details, so lets examine some price/volume movement.

(1) Candle 1 marked on chart. So, we don't know anything about market interest about the price, so let's start making notes on what we do see. Prive is down, volume is down from peak. This is a normal market reaction (volume down) after a peak and setting a price level. Interest after all is at the price level. Note that price moved down towards the price level and volume dropped. -- we can't interpret anything more from that. Lot's of assumptions available, but let's ignore those.

(2) The second price candle moves down and the volume goes down. So price is moving away from our 1.9000 price level and interest is less. So, is price going up, away from the price level have less interest than price moving down towards price level? Noted.

(3) Price up and volume up higher than (1) and (2), could be a peak, we wouldn't know yet if this was real time, so we'll pretend we are assuming it is a peak as we would if it were real time. So the volume rise makes sense because we need to draw a new price level. We know the price level must be above (2), otherwise our volume peak would have been at (2). And the price level goes through (3). That puts it either at 1.3215 or 1.3220. At this stage where we only see (3), we just have to pick one and wait for (4) to tell us. 
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The candle and volume identified on the chart by arrows are off. The actual volume to match the candle is the one to the left. Count from the right side of the chart (6 in from right). Should make sense now. That's why I always draw lines between my candles and volumes....easy mistake to do.

(4) The volume of (4) is less than (3) so now we conformed (3) is a peak. (4)'s price is moving up and volume down, which means that the interest is getting weaker as it should after a price level as the price moves away from the price level. This means the price level must be below (4) so at 1.3215. Price level established.

ATTENTION: DEVIL IN THE DETAILS MOMENT
(5) and (6) simply hold the line...but (5) gives us a warning of things to come. It drops in price and drops in volume - we would expect that if price dropped towards the price level, volume would rise. So, is interest starting to move away from price level? (6) confirms it.

LONG ENTRY NOTICE
(7) is confirmation of (5) and (6). Price is up and volume is up. Now we have our best confirmation that price wants to move away from this price level. Stick a long trade in as close to the close of (7) or right at open of (8). 
Long on 1.3220 or above
Stop on 1.3190 (we'll move up after, only for entry)
Exit target 30 pips (1:1) for entry/stop - 1.3250 
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(8) and (9) are price up, volume up. You could exit at (9) near 1.3250 as that's a good trade or hang on. We have to assume 9 could be a volume peak, so should treat it accordingly that 1.3245 or 1.3250 may be our next price level.
Move the stop to 1.3210.

(10) Exit trade, price up, volume peak. New price level confirmed on (11). 30 pips, that's good to me. You could ride this trade to (11), but then for sure you need to exit when the new price level is confirmed at (10) after (11) closes.

That ends this trade. 
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The Big Picture VPLT

Want to know how to make pips in a ranging market?
Want to know which way to trade for a break out?
Well here you go:

Take a look at the big picture. The chart below has 3 price levels; blue (low), red (middle), green (top). Each peak volume has been identified with one of 3 coloured vertical lines. These vertical coloured peaks, correspond to the price level they affect. So a volume peak where a price candle intersects a blue price level line will have a blue vertical line.
White vertical lines price candles cross 2 price levels, so ignore those for this example.

All price/volume moves are relative to each other. Always remember this!
Volume is not independent from price movement - always together.

So from this, the rest is easy:
Ignoring the white vertical lines....and moving from left to right
2 red vertical line volume peaks are lower than the next 2 green vertical line volume peaks (market interest long)
Then 2 red lower than green (market interest long)
Then 2 blue lower than red and green (market interest long)

So ideally, you would buy long on price candles at or below our blue price level. But at red and green price levels you can still by long, as that is where market interest is. So, now we can rank our price levels:

Blue longs require lowest stop - low risk, optimum long
Red longs
Green longs we trade to break out require highest stop - highest risk, poorest long returns

So you can keep following this pattern along the range, where the green price level has the highest volume (interest) and the blue level has the lowest volume (interest). This is a long market interest. Keep trading long from the blue and you just walk the volume up through the break out at the right of the chart.

Volume, Price and Price Levels...VPLT. It's all relative. 
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Here's a big picture VPLT with a market swing.

Our highest price level green has the lowest volume, so market direct is short.
This flows through red, blue and purple, with purple price level having the highest volume

Then market swings, where the next purple peak volume is the lowest, so time to go long.
When we hit the green price level, volume is highest....long.
If we can buy lower than green price level, say at the red price level long, so much the better.

Ideally we are buying long at the lowest price level, but if we are in a long market and price is rising and market interest is still long, then keep buying long at each price level. You may miss the optimum long price level buy, but don't miss the rest. 

Stops are always 1(min) or 2 (max) price levels away....target pips at least 1:1 to stop. This is at entry, you can exit at any time with a pip gain. A pip gain is always a win. You should always move stops to get pip gains...even if you miss the "big one". Don't let ego guide your decisions. Take your pips. Gamble with pips earned, not your money. 
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I'm very happy with 7-20 pip trades. I target 20 pips a day and it nets me about 7500 pips a year. That's my "salary" portion of trading which I trade with huge discipline.

Now the other side of the down time inbetween, I scalp. I will discuss this with VPLT shortly as scalping is just plain fun and if you can be consistent with it and VPLT, will make you crazy pips...and every night scalping you will fall into a candle that will just shoot off and grab you 20,30,50,etc pips.

For example, I scalped for about 3 hours on EUR/USD M15 grabbing 2-3 pips, simply by waiting for a candle to rise above or below a price level. It was a very tight range, and 2-3 pips is all that was being offered. I made 15 trades, some were doubles or triples on the same candle, and one candle slid down 25 pips with 2 shorts on it. So in that brief time, I made close to 60 pips and only lost one trade with -0.2 pips.

What, I'm trying to say in a round about manner, is I far prefer to grab small globs of positive pips because they end up being large pip totals...and you are always winning.

I trade any time...scalping also let's you do that. I prefer to trade when I want to trade rather than staying up til 4 am. I find trading get's to be a real grind if you are forced to do the night shift....especially if you keep your day job!

Safer to side step the first opening day for a few hours after the weekend or holiday, just to let the market get going.

Cleaning VPLT -- subjective. I will typically wipe my chart clean when I start a trade round ( I usually trade for 2-5 hours) and then take a long break inbetween. There are times I'll turn on my MT4 and the entire market lines up with my price levels from before...so these I leave on.
If a price level is in my way and/or doesn't make sense to my current trade round...I wipe it. The market will put back our price levels, so having more than say 3-5 active in a trade round is about all you need. When you need price levels on a run up or down...just add them.

VPLT Live Trade Example
EUR/USD M15

(1) After a volume peak there is always a drop in volume (interest). Here price goes up and away from our price level of 1.32950. Interest is slightly less, but at this point there is no way to know where the market is headed. What we need to wait for is for the market to tell us how it will move around our current price level, or where the next price level is. 
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(2) Price rose and interest rose. This means that the market has more interest up in the 1.3310 level. It is possible that this is a new volume peak and that could make 1.3310 a new price level. We will have to wait for our (3) candle to close and then we should be able to make some decisions if we get a new price level. 
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(3) We have established a volume peak at (2). Our new price level is 1.3310. So market interest seems to be far less at this new price level.
Take a step back and look at (1) to (3) together...price up, interest down. The overall market less interested in 1.3310.
Take a short position as high above 1.3310 as we can, in the open (4) candle is fine. No matter what, take a short at 1.3310.
You can have a lot of fun scalping by taking short positions when the price level rises above 1.3310 and exiting below 1.3310....and make some extra pips as price moves through the open candle. Keep to the overall short market, so no long trades. 
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(4) Basically no change in market interest or price. Looking at all 4 candles and volume together, still a short market. So everything holds true from (3).
Ideally, we will see some rise in price and less market interest. This will allow us to add better short positions. However, 1 short position is fine if that is all you want to trade, as long as it is at 1.3310 or higher. 
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(5) Price up, interest lower. It is just pips in the pocket. You should have at least 1 short entry at 1.3310 by now. When price drops, we want volume up. When price rises, we want volume down. Exit....10 pips is grand. Watch the price volume...beware of a possible volume peak, that may end our downward move. 
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(6) And there we have it. Easy 10 pips. I had 2 scalps open and a third with a 1.3300 short target...in all it was 28 pips after spreads...and that is my day of trading done (20 pips). My scalps went a lot better than expected. 
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I hope running through a live trade session like that was a lot easier to follow. I'll do plenty more in days to come.

You can see how by focusing on both individual price/volume moves and the collective move up/volume down, this was an easy short market move to fall into..and literally that is all we do, find the price levels and follow price/volume.
VPLT Live Trade Example
EUR/USD M15

(1) Look back 2 candles from (1). Downward price, increasing volume. Don't be fooled that (1) is a turn around. If next candle price is up and volume down, then we have a new volume peak and price level....but more important we will still be going down. 
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2) New price level with volume peak. You can see I shifted up the old price level at 1.3295 to the new level at 1.3300. No need for clutter. We are still in a short position. Choices are to enter short now and/or wait for price to get as close to 1.3310 as you can. Stay focused on (1) and (2)....price up, volume down. Scalp to 1.3300 or ride the price/volume in your short trade.
New game if price reaches 1.3310. 
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(3) The markets are being nice and easy tonight. Price down, volume up...short! Better to be in above 1.3300. If (3) becomes a volume peak, it will simply confirm our 1.3300 price level. 
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(4) No surprises. Market did exactly what it told us it would do. I exited at 1.3290 with 2 short trades. I like to play it a little safe. 
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Just peaked at the chart....we could have kept going short...here's a pic. Hope you enjoyed these 2 trade sessions. Now go practice some VPLT. 
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There are a lot of moves in price/volume that become recognizeable....I don't want to say patterns because then people blindly trade patterns and that can be dangerous. However, these recognizeable moves will give you a starting point, or make you double check your position. The most common of these recognizeable moves is the volume drop before and after a volume peak...in live trading it can give you a definite advantage to either being in/out of a trade. I know that is like saying "the sky is blue", but when in a live trade, you'll be amazed how helpful that knowledge is.
I'm not using anything other than M15. You could use multiple time frames, but at this stage I think it would add a layer of complexity we really don't need. (I'm an MTF advocate, just so you know).

The live trade examples I published, I found 3 volume spikes and a price level or two. Not even 6 hours back. I recommended 12-24, to get you practicing, but when you get good at establishing price levels, you just need a starting point established and go. Look at my last two live trades and I'm really starting those trades from the last volume peak (candle 0). I take a look back about 4-5 candles for a bigger picture, but I'm starting to plot the market from (1). How far you go back is really about getting a feel for the market....I'd certainly recommend when starting out you go back the 12-24 hours for good practice....especially if money is on the line.....a little extra work reaps the rewards.

