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Full Circle...

A circle is complete, familiar, effective, safe and absent of voids.
A circle starts in one spot and completes at the same spot. A circle embodies closure.
Full circle represents the journey of evolution.

Why are manhole covers shaped as circles? Because that is the only shape that would
not fall back through the hole... safety!

A+B=C

Humanoids tend to obsess so much on C, they overlook what directly impacts C.
For computer chips, C means more speed and power.

For trading, C means profits.

For most endeavors, C means success, profits or victory.

A is usually the starting point.

B is the process.

C is the goal.

The focus should solely be on B. If you optimize the process, B, then C naturally
improves.

The more you focus on improving and refining the process, the greater the magnitude of
the result.



Focus on the Process

The more you focus on improving and refining the process, the greater the
magnitude of the result. This may seem obvious... but apply this theme to the
following statement: Focus on the trade, not the money.

Losing traders tend to focus so much on the blotter, when they should be...
focused on improving the process of trading.

This is why traders tend to do better on a simulator than with real cash.
Traders tends to learn better AFTER they blow out their accounts... because
the focus is no longer on the money.

Bottom line, focus on improving your trading process, and profits will take
care of themselves.

Profits are simply a by product of improving the process.



The Components of B In Trading

« As It pertains to trading, A Is the starting point. C
IS profit growth.

 |f B is what we should be obsessively focused on,
then what makes up the components of B?

e Glad you asked! There are 3 components of B:
e Methods

e Mindset

 Management



Methods

e Methods

— Stochastics Moving Average Charts

— Rifle Charts (CobralQ full pre/post market data
Included)

— Pups/mini pups/perfect storms



Mindset

Maintaining control of your activity

Knowing your TILT triggers and actively applying the three “remedies for
affliction”: roadblock, counteract or diffuse

TILT = Losing control and making constant bad trades, over-leveraging,
overtrading, revenge trading, hail marys
* While so much advice is dispensed about changing your natural
behavior to adjust to trading, the more effective solution is to restrict
exposure of flaws. In other words, don’t try so hard to change, just
limit your exposure... to stay out of harm’s way.

Pacing your activity

How many times have you made some stupid trades knowing they were
just stupid... and you knew... but you couldn’t stop... eg: shorting a slow
steady uptrend on a perfect storm and adding along the way multiple times
because you are stuck...

The most important discipline is to be able to get up and walk away when
you know you are in a bad environment. This is self imposed closure.



Management

— Applying the methods effectively

— Research and preparation every morning to
materialize a game plan

— Filtering set ups
— Execution
— Share allocation



Making Market Napalm

Moving averages = Styrofoam
Stochastics = Gasoline

Moving averages + Stochastics = Boom (If you
know HOW to mix the components)

Ma’s + Stochastics = Mini pups/Pups

X mini pups/pups = strength of the Napalm
X = number of converging time frames

If X I1s 3 or more = Perfect Storm



Tools

» Basic tool is the stochastics moving averages chart which contains the
following:

5 and 15 period simple moving averages
50 and 200 period simple moving averages

Upper and lower Bollinger bands set to 20 periods and 2 standard
deviation

Pivot points (only on one or two charts to gauge price levels since
they are static throughout the day)

Volume bars (only needed on on or two charts, preferrably the 3
minute chart)

Stochastics oscillators: %D and %D slow set to 15,3,5 with 1
smoothing if required, this setting works on CobralQ charting).
Realtick requires 15,5,2 and 15,3.



Basic Stochastics Moving Averages Chart

*Moving averages are composed of a 5, 15, 50, and
200 period

«Stochastics are composed of %d slow 15,3,5and 1
smoothing on some packages

*Bollinger bands set at 20 periods and 2 standard
deviations

*Pivot points needed on only one time frame

*\/olume bars on the 3 minute time frame




The Intraday Legacy Charts

The regular market hours data is used for the ‘regular’
charts. These charts have the basic stochastics moving
average charts set to the following time frames: Daily, 60
minute, 13 minute, 8 minute, 3 minute and 1 minute

These can be done on CobralQ as well with Daily, 60,
15, 10, 5 and 1 minute.

The 1 minute regular chart only contains the 5 period
simple moving average, not the 15 period! This is critical
for managing the 1 minute mini pups

Link all charts to a single Nasdaqg Level 2 screen so they
all update on a symbol change.

These charts will give an immediate intraday read on any
stock you enter.
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The Wide Range Legacy Charts

These are composed of the stochastics moving averages charts on the 60 minute, daily,
weekly and monthly. The longer the time frame, the stronger the underlying trend,
support and resistance levels. You must always know what is lurking beneath. This
allows you to be prepared defensively and offensively with the Doppler foreshadowing
effect.

These are the Research charts that you should pull up every morning on your CORE
stocks and any other stocks that you consider trading.

The wider the time frame, the more powerful the pattern, trend, support/resistance
levels.

The key is to get “‘color’ on what is lurking underneath. Gauge for any overlapping
support/resistance areas where the stock is trading and any pup/mini pup patterns. This
Is the ace up the sleeve information that intraday players tend to overlook.

Knowing that there is a monthly 5 period moving average support and monthly mini pup
on your stock just .25 below where it is trading is paramount to being prepared to enter
long on panic slips. The intraday will never show that. It may overlap with something
else, thereby galvanizing the support... but why leave it to chance? It only takes 5
minutes at most to gauge these levels... if you make the effort. <- This is the REAL
WORK--- the preparation ahead of time.
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Discerning a Trader’s Market vs CRAP

Discerning a trading market vs. garbage can be tough to do. There are no real indicators that show
you this ahead of time, but like the wind... even though you can’t see it, you can feel it and it’s
presence is there.

Eg: First 3 weeks in January 2010- total garbage market. Why?

Lots of flat moving averages

Chop with no followthrough

Oscillations get grinded through- too strong to short, too toppy to chase!
Breakouts/breakdowns get faded back the other way after a small wiggle!

Volume drops on a dime — no liquidity! Peg orders jump in front of every order you place!

Lots of divergences within the sectors — BAC/JPM opposite directions, AAPL/RIMM opposite,
GS/MS opposites and all having little to no correlation with SPY

Tier 1 leaders not moving with the futures

Correlation is missing

Perfect storms and dual mini pups constantly getting faded

Inconsistent patterns

No opportunities to make back losses if you get slammed in first 15 minutes

---During these periods, you MUST cut back share allocation to %2 normal, stay out of the first 15
minutes of the trading day unless trading very light size--- The SIZING is what will kill you.

---- These are the markets that will drain your capital--- it IS THE MARKET that is the PROBLEM--
- if you don’t adjust for this—then it is YOUR PROBLEM --- the key is minimizing the losses and
not piling onto the losses---



WHAT NOT TO DO IN A STANK
TRADING MARKET

Don’t Use HEAVY SIZE: Cut all size 50%

Don’t Chase Longs above 1 minute 80 bands on stochastics
Don’t Chase Shorts under 1 minute 20 bands on stochastics
Don’t play in the stinky 2.50s or stinky 5’s levels

Don’t play dead zone and witching hour periods

Don’t overtrade: Keep trading limited to opening 45 minutes and last 90
minutes: Use SIMULATOR to verify how sucky market is!

Don’t try to make back early losses: stinky markets have a way of turning
small losses into large losses from numerous small stops and commissions

Don’t sit continuously in front of the screen after the opening hour: Take
plenty of breaks to maintain objectivity

Don’t watch the leaves too closely: Watching level 2 and smaller time frames
too closely will burn you out and oblivious to the larger breakout moves that
will eventually form

Don’t be too optimistic: Hope is not a good word in trading. If you get
stopped out 3 times in a row, take a break and assume it will continue to suck
until you see trends start to hold



The RIFLE CHARTS

These are TWO linked charts set to include pre/post market data (24 hours) and
linked to a single Nasdaqg Level 2 screen

The 1 minute chart contains:

5 period simple moving averages, NO 15 period!
50 and 200 period simple moving averages

Bollinger bands set to 20 periods and 2 standard deviations resulting in an upper
and lower envelope with a 20 period mid line

Stochastics oscillatiors %D and %Dslow set to 15,3,5 and 1 smoothing

The 5 minute chart contains:

5 and 15 period simple moving averages
50 and 200 period simple moving average

Bollinger bands set to 20 periods and 2 standard deviations resulting in an upper
and lower envelope with a 20 period mid line

Stochastics oscillatiors %D and %Dslow set to 15,3,5 and 1 smoothing

These charts were discovered on CobralQ trading/charting platform and works best ONLY on this
platform. Cobratrading.com has my template for their customers and undergroundtrader.com
members and referrals--- ask for Chad or Brandon for the free template- DON’T ASK ME TO

CURVE FIT to any other charting system please! Those days are over. Can’t fit a square peg into
a round hole!
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Rifle Chart in Action
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PUP Pattern

Breakout/Breakdown pattern where the 5 period moving average goes flat as stock initially exhausts and pullbacks
back to test the 5 period ma support. Meanwhile the 15 period moving average is still rising, which tightens the
trading channel and builds steam until shorts get squeezed when stochastics crosses back up and 5 period ma holds
support and bounces. Stochastics MUST CONFIRM WITH A CROSS !l A stochastics mini pup + PUP is an even
stronger setup. The 1 minute will trigger first, as always, mini pups on 1 minute are the BEST TRIGGERS and allow
you to measure the move with the 5 period ma support.
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Mini Pup Pattern

Stochastics based pattern where lead stochastics %D stalls while %Dslow is still rising as the 5 period
moving average gets tested. When the candle closes back through 5 period ma, the %D slopes back up
triggering a breakout continuation targeting upper Bollinger bands with 5 period ma trail stop.
*remember*mini pup = trail the 5 period and target the Bbs
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Perfect Storm Pattern

A Perfect Storm is a combination of 3 or more time frames all forming mini pups or pups. This allows for

maximum momentum breakouts (or breakdowns on mini inverse pups), triggered by the 1 minute
stochastics cross. 1 min mini pup (mini inverse pup for downtrends) is the BEST TRIGGER!
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Shooting Star that closes at or just under upper Bollinger bands + 1 min stochastics slip (mini inverse pup better)
through 80 bands = tightening to 5 period moving average

Hammer that closes at or just above lower Bollinger bands + 1 min stochastics cross up (mini pup even better)
through 20 band = tightening to 5 period moving average
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Stock Technical Analysis on the Fly

* When you find a stock mover intraday that wasn’t
on your premarket research list, the first thing to do
Is find out If there Is news causing the move.
Check yahoo.com if you don’t have a subscription
to DJ Newswire or
Briefing.com/Flyonthewall.com.

* Next, check the daily, weekly and monthly charts
for overlap levels and patterns identically as you
did premarket on CORE stocks, write down overlap
levels, any mini pups/reversal candles.

e Then revert to the intraday charts starting with
Legacy normal time frame charts and then 5/1
minute Rifle Charts for triggers



PreMarket Preparation

Check the Noodles and SPY daily, weekly, monthly charts for overlapping
nearby support/resistance levels and significant patterns containing any
pup/mini pups or stars, dojis and hammers: Write down overlap levels and
levels significant to pattern: mini pups=>5 period ma, stars/nammers/doji=
body close and next tightening level value *doji example on DIA is prime example
of knowing ahead of time and using intraday triggers to catch the move to daily supports
Do the same with your CORE STOCKS (three or four)

Scan for two-three gapper/dumper stocks and perform same analysis of levels
and patterns with specific notes if they are trading extremes under or above
Monthly upper/lower Bbs or ma’s

These will be your trading vehicles going into the day (3-6 stocks to watch)

Scan the premarket Rifle Charts on the aforementioned stocks to note if there
are any 5/1 minute dual pup/mini pups patterns, especially on the
gapper/dumpers, for opportunities to catch a scalp before the open



Pacing The Trading Day

Premarket — 8a.m tO 930am (beach combing with 5/1 min premarket

charts for mini pups especially on News related gapper/dumpers)

Open 9:30-9:45am (heavy volume, 1 min hiflow band mini pups ok)
Opening hour 9:45-10:45 (watch 3min 5s and 8/13 min 5s for trend

moves on mini pups)

Mid mOrning 1045-12pm (slow it down, trend plays and

momentum liquidity only 8/13 min dual pup/mini pups/perfect storms, trim down size
and activity in latter part)

Deadzone 12pm-2pm (stay the F out, take a break, don’t even watch
this crap)

Last Hour 230-4pm (minimize size to not give back gains, filter best set
ups only)



Intraday Trade Setups

o Perfect Storms — 3 or more pup/mini pup time frames and
use 1 minute mini pup trigger. Trail 5 period ma supports
on shorter time frames and target the Bbs

« Dual mini pup/pups — Use 1 minute stochastics trigger and
trail 5 period mas with Bbs as targets

o Exhaustion stars, hammers and doji scalps - Use 1 minute
stochastics triggers (80/20 band crosses are best and mini
pups even better) on break of body close prices targeting
the next ma support level with trail stops on breaks back
through body closes.

Be careful to discern if overall market is a trending day or oscillation
day. Trending days should focus on exhaustion entries with trend on
slow grinds. Oscillation days are when exhaustion reversal candles
work best.



Trade Check List

Checklist for Research: Do analysis on two of your core stocks and one from Top Ten Gapper/Loser/Most Active
SPY

RIMM

AAPL

GS

Checklist for Stock

1) Enter stock in level 2 so charts update with stock information

2) Start with the daily on the left, then 60min, then 15min. Is there a trend in place? If YES, which direction (ie: uptrend means rising 5 and 15 period
moving averages and stochastics are also crossed up)? Where is the stock trading in relation to the 5 and 15 period ma’s what are the closest
bumpers?

3) Look for mini pup formations only--- and then measure the 5 period ma prices. If those prices are close to each other then look to place an order near
there.

4) Once executed, be ready to place exit order at the next support/resistance level. It's like a game of pinball.

Perfect Storms = 3 or more time frame mini pups or mini inverse pups!! = BEST SET UP

LONG SIGNAL= 1 minute stochastics cross UP with mini pup. (The lower the band cross up the better ie: 30 band ) + 5 min stochastics UP (mini pup
even better) + 15/60 minute uptrends and stochastics crossed UP (mini pups even better)+ hammer candles

SHORT SIGNAL = 1 minute stochastics cross DOWN with mini inverse pup (The higher the band cross down the better ie: 80 band) + 5 minute
stochastics crossed DOWN (mini inverse pups even better) + 15/60 min downtrends and stochastics crossed down (mini inverse pups better) + Shooting
star candles



Quick analysis:

Chart Time frame Trend? Nearby S/R MiniPups?

Daily

60 minute
15 minute
5 minute

*1 minute

Trend = Uptrend meaning rising 5 and 15 period ma’s and stochastics or downtrend falling 5 and 15 period moving averages
and stochastics. If 5/15 period ma’s are going sideways, this is CONSOLIDATION = NO TRADE

Nearby S/R = Support/Resistance levels near by where stock is trading, measure those as they will be ‘bumpers’

Mini Pups = Note any chart that has a mini pup or mini inverse pup forming, immediately write down the 5 period moving
average value (support) and the next bumper (bollinger bands, 15 period ma, 50/200 pd ma, etc), as these are immediate
targets

*the 1 minute will be the immediate trigger and important time frame while entering and exiting a trade
Perfect Storms = 3 or more time frame mini pups or mini inverse pups!! = BEST SET UP

LONG SIGNAL= 1 minute stochastics cross UP with mini pup. (The lower the band cross up the better ie: 30 band ) + 5 min
stochastics UP (mini pup even better) + 15/60 minute uptrends and stochastics crossed UP (mini pups even better)

SHORT SIGNAL = 1 minute stochastics cross DOWN with mini inverse pup (The higher the band cross down the better ie: 80
band) + 5 minute stochastics crossed DOWN (mini inverse pups even better) + 15/60 min downtrends and stochastics crossed
down (mini inverse pups better)



Order Execution

Practice trying to get filled on the bids on longs and asks on sells.

Place multiple piece orders at levels around overlapping
support/resistance levels.

The benefits are three fold. Naturally, the price is discounted on the
spread for you. You get an ECN rebate. Most importantly, it prepares
you to anticipate AHEAD OF TIME, this is key.

By placing buys on the bid, it allows you to scale into a position as
well, just make sure that you spread out the buys around overlapping
support levels.

Otherwise, take the entries on the ask on the 1 minute stochs cross
back up through 20 bands and especially mini pups.

Also, important to have 2 order entry screens up per stock. One is for
initial entry and exits, the second has an emergency stop sweep price
and order ready to go in the event of a panic. Milliseconds make a
difference.



Pump/Release Pacing Method

Everyone has a Profit and Loss threshold they hit--- and then... Pump Pacing Method is similar to
pumping the brakes at each containment zone/threshold level- Turn off Platform and Take a
Walk.

First thing is to determine what is your basic profit range before you start giving back

Then determine what is the manageable intra day loss range you can comfortably hit and recover
from AND what level do you slip into the ABYSS?

Once you can determine this, you have to set in physical containment zones. I mean physical
and conscious. Mental is b*¥llshit. Gotia to get PHYSICAL. Physically turn off broker and
PHYSICALLY WALK AWAY. If you don’t want to get mugged, you don’t walk around in the
ghetto at 2am on a Saturday morning, right?

Once you pump up to $200-400 in profits, turn off the platform and watch only

Only once you spot a set up so irresistible you have to take it, then turn it back on and place the
trade- this is how you pump up the profits incrementally, like pumping the brakes.

Step away during dead zone, turn off platform and especially WITCHING HOUR 1-2pm esf, trim
share size LIGHT if you play anything from 12-2pm est.

Where trader’s lose is when their allocation goes haywire. Chasing high, scalping out and then
adding higher and heavier in most cases takes green straight to RED. Impulse trading, desperation
trading and heavy size trading on flat choppy light volume.

If you go red into threshold, first thing, trim size and look for small victories. Nurse it back to less
red then green on the day. If you hit the threshold loss, turn off system and just watch. Closure and
Apathy. Remember your ABYSS day and how a — 1k loss turned into —6k. It can always be worse.
When you break the lower threshold, it means you are not clicking with the market, it’s just not there,
walk away.

Also remember, a sucky chop day can result in a solid momentum volume action day tomorrow. Be
ready for tommorrow. Pacing is KEY and BREAK it up, turn off broker platform throughout the
day----- this PHYSICALLY prevents impulse trading




Strong Day + 1100-2000+

Upper Gains +800-1100

Containment Zone Less Size, Tishter
Filters, Size Only
on Prime Setups,
Plateau +$700 good 1 min stachs
; . F 3
Daily Goal hit + $300-500
Containment Zone
Start Of Day ‘ Le= Sizn
Filiars Size
Only on Prime
Setups=
Losses -$200-400 v

Containment Zone

Larger Losses $600-1000

v

STOP TRADING, Fecord the Los= and Fight Another Day




Simu-Live Method

Have a simulator and your cash account up together. Use the
simulator to test the make or breaks and blurry setups first to gain
insight. No one truly knows a stock intimately without taking a
position. Who better knows how strong a stock is than a short? Or
how weak a stock is than a long? This saves on overtrading
commissions, many times you will take ‘dip’ toes position and get
chopped. Commissions rack up. Instead use the simulator and then
nail it when clarity comes through. The goal is to make the transition
with live ammo easier and save commissions. If a setup is solid, then
it will allow you to step in with cash ammo---

Emphasize simulator more in valley stank market trading periods as
well

Alternating between simulator and cash is the best of both worlds,
minimize losses, minimize commissions, test a setup first and keep
things more objective- it also allows you to pace and stay in mental
steady control

This is a good way to prevent falling into the abyss
Highly recommended if you find yourself in a slump



Further Training

“Trading Full Circle by Jea Yu released April 2010 by Marketplace
Books, available at UndergroundTrader.com

» Free 5 day trial to UndergroundTrader.com chatroom for real-time analysis.
Click free-trial link at top of homepage. Join free email list for weekly
analysis report sent out Sunday nights. Visit UndergroundTrader.com for free
articles and updated intra day report and daily chalkboard that dissects one of
the trade alerts of the day- seminar attendees/dvd buyers get a 10 day free
trial.

» Full membership access includes chat priviledges and access to over 3,000
pages of trader training material for $250/mo.

» Prepaid annual discount package for $1,950 includes 12 months of full
membership + six telephone consults with Jea Yu.

» Contact Cobratrading.com for CobralQ Rifle Charts and trading platform, let
them know Jea/Undergroundtrader.com referred you to test drive a demo
account with preformatted Rifle Charts

* Five day one-on-one training mentorships available $5k.
« 10to 1 leveraged intraday only daytrading account available.

 Email for any questions or details on the
above.


mailto:jay@undergroundtrader.com�
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