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A. This is a narrow range down bar that closes well off its low on volume less than the previous two intervals. It is a Test. I would not take this

as an entry for two main reasons. 1. The volume whilst less than the previous two is still high. 2. The Climax interval alone is not enough

"background" weakness for me at this point to get in.

If you are willing to enter here, then the entry technique is to place an order just above the high of this interval. The next interval would bring

you in.
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B. I am calling this the PIE entry. From a non-vsa point of view, we see a nice hammer followed by a true engulfing candle. I say true engulfing

because the body of the next candle totally engulfs the body of the previous candle. Some people are a little loose on their engulfing definitions

at times.

If you mix in some VSA, this is what you get. A Shake Out that comes after a sign of strength that is confirmed by the next interval being up.

Couple that with the engulfing and it is very powerful. If I was to enter here, it would actually be as price moved down into the body of the

engulfing candle. Notice this is different than what I was attempting to do after the Test.

*Please note most VSAers are not going to enter long on the Shake Out itself. Yes they are beautiful and look good after the fact. But they (at

least the first one) are very aggressive entries and not for the faint of heart.
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C. Squat. This is a narrow range interval that closes on its low on increasing volume. The short hand definition of a squat is an interval with a

narrower range than the previous interval and on increasing volume from the previous interval. The location of this squat is ideal-This interval is

back into the range of the Shake Out which is very telling. It is telling us that as price moves down it is being supported and that support is

compressing the range. Well, what can be compressing the range? Demand. Demand in the very area that the BBs used to Shake Out the herd.

Another plus here is that this squat comes right after a down bar that had volume less than the previous two intervals. And we note that this No

Supply type bar is coming on volume that is also less than average.

This is the first "entry" that gets my attention. I would place an order to enter just one pip above the high of this interval. I would not be

brought into the market on the next interval.
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D. That next interval turns out to be a Test. Now we have the first basic level VSA entry. The interval makes a lower low and not a higher high.

It closes in the middle of its range-well off the low. And has volume that is both less than average and less than the previous two intervals.

Again, we know exactly what is being tested: the volume on the Shake-Out. And to a lesser degree, the volume on the squat of the previous

interval.

Again, the place to enter is on a breach of the high of this Test bar. Now if I had placed my order just above the high of the previous interval

(the squat), I would now move it down to just above the high of this Test. Simply, the market is giving me a better price to get in.

The place to put your stop is just below the low of the Shake Out.

In this case I would be brought in on the next interval. But for our purposes, suppose I missed the entry completely.
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E. This is a Test. It is a Test on increasing volume and an increasing range and as such may throw a few people off. Location is a big help. Again

this interval is moving down into the range of the Shake Out-where there was once ultra high volume now there is much less. Now suppose this

Test is recognized. The next interval does not make a higher high and thus would not bring you in. Not also that this next interval closes down.

This means the Test has failed
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F. As a down interval after a Test, this interval is telling us that the Test has failed. However, note the volume on this interval. Not only is it less

than the previous two intervals, it is the lowest volume in the last 20 intervals (grey). This makes the interval a sign of strength despite the fact

that the Test has failed. Typically the next interval will be key. It will either close up on increasing volume confirming strength, or it will close

down on increasing volume confirming the weakness of the failed Test. It could also close up on decreasing volume (No Demand) which would

confirm the failed test as well.

But at this point we could still look to enter a long here. We have obvious signs of strength in the background and we have just seen a No

Supply on the lowest volume we have seen in at least 20 intervals. So we could place an order to get long just above the high of this interval.

The market does give us an up interval on increasing volume, but the interval fails to make a higher high and thus would not bring us in.

This gets a bit tricky. Whilst the next bar was up confirming the No Supply, the range has narrowed as the volume has increased. This is a

Squat. Because of this, I do not want to wait one more interval for my order to get hit. If you wait more than one interval, then G will bring you

in. Again, we will assume that we were able to close our order prior to G hitting it.
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G. Firstly, this is a strong interval. With the close well off its low on increasing volume we have to think it is strong. The fact that it makes both

a higher high and a lower low is a bit confusing, but the strength is confirmed with the next interval up. Personally, I would not see this interval

as an entry. It confirms the overall strength of the market but does not scream "get in now" to me.
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H. This is a Test. To many, this is t h e Test. It is a narrow range down bar that closes well of its lows on volume that is less than the previous two

intervals, less than average and less than the volume on the last 20 intervals. Let's take a look at location. We are again in the range of the

Shake Out. We are in the range of the Wide spread demand interval (G). And after two consecutive up bars on decreasing volume, missed placed No Demands, we are into the range of both of those intervals. It is always good to ask yourself "what is being tested?", when you see a possible Test.

Place an order to get long just above the high of this Test interval. The next interval would bring you in. 1 of 2

*The low of the Shake Out is the best place to put your stop. If you want to be a bit more risk adverse, then just below the low of the demand

bar would suffice also.
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I. In truth, this interval should be bringing most traders in as it makes a higher high than the Test interval. Since it closes up, it also confirms

the Test. On its own, however, this interval is a screaming "get long". It makes a higher high and a lower low than the previous interval. In fact,

it makes a low that is lower than the previous two intervals. The close is not just higher than the previous close but higher than the previous

high. As well as at the top of this interval's range. This is an Outside Key Reversal on increasing volume.

If I was not already in, then I would be getting in here. Unlike with a test, however, I would not place my entry just above the high of the OKR.

Instead I would look for price to move down into the range of the OKR and enter there. SO in this case, I am getting long on the lower portion

of the doji that follows the OKR
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