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Risk Disclaimer:  

 

 

IMPORTANT NOTICE! No representation is being made that the use of this strategy or any system or 

trading methodology will generate profits. Past performance is not necessarily indicative of future results. 

There is substantial risk of loss associated with trading securities and options on equities. Only risk capital 

should be used to trade. Trading securities is not suitable for everyone. Disclaimer: Futures, Options, and 

Currency trading all have large potential rewards, but they also have large potential risk. You must be 

aware of the risks and be willing to accept them in order to invest in these markets. Don’t trade with 

money you can’t afford to lose. This website is neither a solicitation nor an offer to Buy/Sell futures, 

options, or currencies. No representation is being made that any account will or is likely to achieve profits 

or losses similar to those discussed on this web site. The past performance of any trading system or 

methodology is not necessarily indicative of future results. 
 
CFTC RULE 4.41 – HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE 

CERTAIN LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED 

RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT 

BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER COMPENSATED FOR THE 

IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. 

SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT 

THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING 

MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR 

TO THOSE SHOWN. 
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The Retirement Trade From Base Camp Trading 

 

If you’re looking for a way to profit from predictable price movements in the stock market 

during the trading day, look no further. Base Camp Trading has all the tools and resources you 

need to improve your financial acumen and evolve into a successful trader. 

 

With our help, you can develop the ability to spot short-term trading opportunities and profit 

from them, while other long-term investors miss out on these predictable price adjustments. 

This trading method, called scalping, comes with a unique set of risks and necessary skills. We’ll 

go over all these with you so that you are fully prepared to profit from the inevitable volatility in 

the equity markets.  

 

Why Trade Intraday? 

 

When you trade intraday, you will discover that there is a fairly consistent time script to it, with 

morning, lunch, and afternoon patterns. Once you learn to spot these specific movements, you 

will be able to profit from them. Although these patterns are similar, every day will have its own 

unique features, which provides variety to intraday trading.  

 

Many day traders find it challenging yet exciting to adapt to moving market conditions. When 

you trade actively during market hours, you get to see the world and financial news through 

your trades.  

 

Another advantage of day trading is that it comes with low overhead expenses. You need a 

computer, broadband Internet, trading software, and a data feed. Compared to many other 

types of businesses, you need just a tiny outlay of funds to get started. You will also be your own 

boss with the ability to earn profits each trading day. 

 

Another great feature of intraday trading is that there is no overnight exposure risk. Securities 

frequently make overnight movements, and you have no control over these until the following 

morning, which could be too late. By trading solely intraday, you can avoid overnight price 

changes. 

 

Opening a Day-Trading Account 

 

In order to day trade with a U.S.-based brokerage account, you’ll need a deposit of $25,000 or 

more. Securities regulations require this level of funding from “pattern day traders.” Whatever 

your initial deposit amount, the goal is to grow it over time with sustainable profits. 

 

It is possible to open trading accounts with non-U.S. firms. Doing so avoids U.S. regulations, but 

comes with increased risks.  

 

The Psychology of Short-Term Trading 
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Scalping requires discipline and flexibility as the securities markets have a tendency to be quite 

fluid and sometimes quite volatile. Because round-trip trading takes place in a brief amount of 

time, you need to develop the emotional ability to handle the stress that inevitably comes with 

this style of trading. Take special note of any mistakes you make in the beginning. These could 

include late exits or entries. Make sure you’re familiar with your software program before 

jumping into your trading regimen.    

 

The Indexes 

 

Stock market indexes are analogous to ocean tides. The indexes can be considered as the 

market’s tides. When leaving the harbor in actual sailing, it’s easiest to put to sea when the tide 

is flowing out. Similarly, you want to trade in the same direction as the index, which is the tide of 

the market. Adopting this strategy produces a higher chance of obtaining winning trades.  

 

It’s possible to trade the major US stock market indexes by buying and selling the ETF’s that 

track them or the options based on the ETF’s. For example, for the S&P 500 there is the SPDR® 

exchange-traded fund SPY. And for the Nasdaq, there is the PowerShares fund QQQ. The Russell 

2000 can be tracked using IWM, a fund from iShares.  

 

For the Dow Jones Industrial Average, there is DIA from SPDR®. All of these indexes have other 

ETF’s, although their volumes may be lower than the big funds mentioned here. They may also 

have higher bid-ask spreads, which increases the cost of trading.  

 

Let’s spend some time now breaking down and analyzing the individual indexes. The S&P 500 is 

composed of the largest 500 U.S. stocks by market capitalization. These 500 stocks make up 80% 

of the of the total U.S. stock market. Because the S&P 500 is the 800-lb gorilla in the room, you’ll 

need to pay attention to it regularly.  

 

The Dow Jones Industrial Average is composed of thirty large U.S. companies. These are in fact 

some of the biggest companies in the world; although the index is price-weighted, rather than 

weighted for market cap. 

 

The Nasdaq 100 is composed of technology growth companies. Like the S&P, the Nasdaq 100 is 

weighted by market cap, and not earnings, revenue, or other possibilities. The index is 

dominated by the top twelve holdings.  

 

The Russell 2000, as the name implies, is composed of 2,000 companies. But here the firms are 

small-cap operations. Although you have more stocks than the S&P 500, the Russell makes up 

just 20% of the U.S. market. The stocks in the index are typically fast movers and have the 

potential for much higher volatility than the stocks in the other indexes.  
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The 2000 will usually either lead or lag the Nasdaq and S&P. In a fast-moving trading session, 

the Russell typically leads both of them. Nevertheless, the general tendency of all the U.S. 

indexes is to move together.  

 

As for the Nasdaq and S&P, one is usually somewhat weaker or stronger than the other. When 

the S&P is leading, it pulls the Nasdaq by its large size. If the Nasdaq is leading, it could 

influence the S&P by momentum.  

 

As it turns out, most daily price action in stocks also follows the flow of the market indexes. So 

the major stock indexes are obviously very important benchmarks to pay attention to. 

 

Quick Overview of a Day-Trading Session  

 

The stock market in the U.S. opens at 9:30 am, EST. If you’re going to be a day trader, you 

definitely don’t want to be late to the scene here. You need to be in a comfortable place with 

your computer on and your trading program open.  

 

When the morning bell rings, you’ll get what we call the opening range, or O.R. This initial 30-

minute period will give you a top and bottom, and this early range influences the day’s range. 

Reversal trades based on the opening range’s high and low figures are frequently successful.  

 

The morning session lasts from the opening bell, which occurs at 9:30 am, EST, until noon. The 

morning session also includes the pre-market session, which is available through most brokers. 

It does come with added risks, however; so make sure you’re fully aware of these before jumping 

into this session.  

 

The lunchtime doldrums are from noon until 2:00 pm, which is when the afternoon session 

begins. It ends at 3:45. The last 15 minutes are the closing session. 

 

When trading intraday, you’ll want to use a short-term chart. Typically, this means 1-, 2-, 3-, or 

5-minute bars. Be sure to adjust the number of bars in a fixed timeframe according to the life of 

a single bar. For example, if you use 1-minute bars, you should analyze at least 36 of them 

instead of the 18 you would look at with 2-minute bars. You can also use a tick-by-tick chart.  

 

Range-Bound and Trending Days 

 

A day-trading session can be categorized into range-bound and trending days. A range-bound 

session is one in which price action moves between resistance (an established high) and support 

(an established low). When a security reaches the established high or low, its price gets pulled 

back towards the middle of the range. This movement consists of consolidation bars.  

 

On range-bound days, the opening range high and low figures have a major impact on the daily 

range. In fact, about 60-65% of trading days remain within the O.R.  
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Trending days are those market sessions where prices move in a trend, breaking through the 

previous day’s high or lows with momentum. The high or low level in the opening range is 

broken in the direction of momentum. The chart bars in this situation are called trending bars. 

Roughly 35-40% of market days are trending days, and they often string together to form two- 

or three-day stretches. 

 

For trending days, you’ll want to use the O.R. high and low levels to measure the strength of the 

momentum move. Breakout and trend-following trades have proven to work well on these 

market days.  

 

The Retirement Trade 

 

One trading method we’ve been helping our clients with is what we call the Retirement Trade. 

You don’t actually have to be retired to learn or practice this strategy; but it may help because it 

takes place during the trading day. Obviously, you’re going to need to be off work and at your 

trading desk with a good Internet connection and a trading platform you know how to use.  

 

The Retirement Trade attempts to profit from price changes in a stock or ETF during the first 

hour and fifteen minutes the stock market is open. This is from 9:30 am until 10:45 am, EST. 

There is a recurring history of predictable price movements in both indexes and stocks during 

this time. And we’re going to show you how to profit from them.  

 

Specifically, the Retirement Trade is what we call a mid-morning reversal. What happens is a 

stock or index makes a reversal through a support or resistance line, and this is a brief 

opportunity where you can buy or sell an option on the underlying instrument for a quick profit 

before the price changes again.  

 

Using a variety of technical indicators, we can show you how to spot and predict these early 

morning price movements. With our help, you will know how and when to enter a trade based 

solely on chart movements. If this seems a little daunting right now, don’t worry. Keep reading, 

and we’ll get down to the specifics of this strategy. It has worked for many of our clients. And it 

will work for you, too. 

 

The Retirement Trade shows up two to three times per week. Securities that are good candidates 

to use include all the ones that are based on the indexes. These include SPY for the S&P 500, 

QQQ for the Nasdaq 100, and IWM for the Russell 2000.  

 

Individual stocks have also proven to be lucrative in the Retirement Trade. The same 18- to 24-

bar trend that shows up with indexes also has been found in Amazon, Apple, Netflix, and 

Google. If the trend in Amazon is 20 points, you’ll want to find a 10 point reversal. In many cases, 

an individual security’s trend will be higher than the trend that is occurring in an index.  
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Methods to Use in the Retirement Trade 

 

When trying to capture profits using the Retirement Trade, there are a few strategies that can be 

implemented to increase the odds of success. First, look for a trend within the first hour of the 

market’s open using roughly 18 to 24 two-minute bars.  

 

Once you have discovered the trend, next you want to identify a reversal pattern at the end of it. 

The are several possibilities that you may find. You could see a double top, double bottom, or a 

head & shoulders pattern. Once you see the pattern, you should enter the trade with the 

reversal technique that you find most effective. Perhaps this will be at the neckline or value level. 

 

While it is possible to trade the stock itself, we have found that buying and selling option 

contracts is an effective method to secure profits. In particular, calls and puts with a delta of 

around 0.60 to 0.70 have proven to be profitable when traded with a one-week expiration.  

 

When trading derivatives that meet these criteria, look for a reversal trade with a profit target of 

50% or 61.8% retracement using Fibonacci levels. The Fibonacci indicator can be used in 

conjunction with MQ Momentum. We have been able to make over $300 per contract on the 

SPY trading in the manner described here.  

 

An Example With Google 

 

Here’s a case where we made over $1,100 per option contract in less than an hour from price 

movements in Google. As you can see from the chart, we laid Fibonacci retracements over the 

price action. Within ten minutes of the opening bell, the stock hit a bottom, and half an hour 

later, the stock hit a high.  
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A few minutes later, you can see on the chart that a double top is created, and by 10:30, a 50% 

retracement is reached. The technical indicator MQ Momentum is displayed at the bottom, and 

it clearly shows when buying opportunities arise and when it’s time to sell. 

 

Market Open 

 

What’s going to happen at the opening bell is that you’ll see either a bullish or bearish gap in a 

security’s price action. This results from order imbalances between market open and market 

close of the previous session.  

 

A bullish gap occurs when there is a greater number of buy orders than sell orders at market 

open. The bearish gap occurs when the sell orders outnumber the buy orders. This gap occurs 

for about five minutes immediately after the opening bell. That’s 9:30 to 9:35 am, New York time. 
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In this chart, you can see a bearish gap on SPY. The time frame is set to display each OHLC bar 

at 1-minute intervals. This is a good frequency to use for the mid-morning reversal trade.  

 

Notice that it takes several minutes for the price to bounce back up. This is the exact type of 

opportunity that you don’t want to let go by. Instead, you want to recognize this type of pattern, 

prepare for it, and then capitalize on it when the moment is ready.   

  

Technical Indicators 

 

Also notice in the graph the use of technical studies. These will help you see more clearly when a 

security is overbought or oversold. For the SPY trade, we used MQ Momentum. This indicator 

was developed to analyze the momentum for a market-timeframe combination.  

 

The blue line seen in the graph is the indicator line. The dashed yellow line is the signal line. 

Underneath these two lies the histogram, which displays the difference between the two lines. 

You can clearly see that for the first five minutes, the histogram bars are red, and the blue 

indicator line is below the yellow signal line. The height of the red bars gradually decreases as 

the blue line comes up above the yellow dashed line. When the blue line bottoms out and 

begins rising, you know the ETF’s market price is coming back up.  

 

Opening Range 

 

Next up is what we call the opening range period, which lasts 30 minutes. This is the first five 

minutes plus the next 25 minutes, producing the half hour from 9:30 to 10:00 am. During this 
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time, we have found that stocks, ETF’s, and indexes often make initial directional moves. The 

opening range can be either wide or narrow. If the range is wide, this will facilitate range-bound 

trading. If it is narrow, it will be a good opportunity for breakout trades, another great way to 

capture a profit.  

 

The opening-range high is the highest price the index or stock trades in the first 30 minutes. The 

O.R. low is the lowest price achieved during this time. Keep an eye on the price action during 

this time, and allow the security to establish the O.R. The shaded blue area in the following chart 

is the magic box. 

 

 
 

Once the opening range finishes, be sure to draw the high and low O.R. price levels on your 

chart. Extend these levels for the rest of the day. Look for these lines to function as support and 

resistance levels during the session. 

 

A third line you want to add is a middle line. Draw this 50% between the O.R. high and low lines. 

On range-bound days, the price action will tend to pull back to this middle area. The middle 

level will also function in a moderate way as intraday resistance and support. While it’s important 

to take note of this middle range, the O.R. high and low points should be regarded as more 

important.  
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When the major indexes stay between the opening-range high and low figures, the day will be 

range bound. Reversal trades are those that bounce off the O.R. low (support level) and the O.R. 

high (resistance level). Once an index reaches a support or resistance level, you can expect a 

retracement trade of 50% or more.  

 

Wide Opening Range 

 

 
 

In the above chart, we can see an example of a wide opening range in the timeframe we just 

mentioned, 9:35 to 10:00. It is the price history of QQQ. As you can see, the segment in question 

reaches a high of 107.03 and a low of 106.82.  

 

Narrow Opening Range 
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The second chart shows an example of a narrow opening range during the same 25-minute 

session. This time it is SPY, which we used in the opening gap. Here, the price varies from 209.72 

to a low of 209.24. In this case, it is easy to see the red bars in MQ Momentum increase in height 

as the price action pushes down. The blue indicator line drops below the turquoise bottom 

range line, and then begins picking back up as the price action moves higher. Once again, MQ 

Momentum gives you the trade signal. 

 

Quick Reversal 

 

Now we come to the period between 10:00 and 10:45 am. In this phase, there is an increased 

probability of getting a reversal. As you can see in the following chart, QQQ has a very short 

reversal exactly at 10:00 am. This movement lasts less than five minutes, as shown by the minute 

bars in the price history.  

 

Once again, MQ Momentum shows the direction of the security. Notice that at 10:03, when 

QQQ reaches its lowest point in the pull back, the blue indicator line drops below the top yellow 

line and the red histogram bar reaches a peak.  
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In order to capture a profit from the quick reversal, you must be attentive and fast. After you 

enter a trade (let’s say you buy a put or short the stock) you’ll want to exit the trade in less than 

3 minutes ideally. If you wait 7 minutes, your trade will be a loss. Swift trading skills are a must 

while scalping for profit.   

 

Notice that when the price action starts at the bottom of the blue box, it will emerge at the top 

when it is rising at a 45° angle. The opposite is true if the graph begins at the top of the box.  

 

Watchfulness should be exercised here. There is always the possibility of a 50% reversal once the 

price action reaches the top or bottom of the box. In the QQQ chart, there is a nearly 50% 

reversal after breaking out of the box at 10:00 am. This helps you to predict the amount of price 

movement that is likely. 

 

There’s a second case we need to consider. If the price action emerges from the middle of the 

box, then the security or index can move toward a high or low price level. At this point, the 

graph can make a reversal against the support or resistance line.  
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We can see this quite clearly in the following graph. Notice how QQQ comes out of the box 

fairly flat, but eventually begins dropping, and continues to do so for 16 minutes.  

 

 
 

If you end up with a runaway breakout, either up or down, it may lead to an overall trending day. 

In this case, retracements against the prevailing action will not be very profitable. If you do in 

fact get a breakout on a trending day, you’ll want to play the action in the direction of the 

breakout with trades that follow the trend.  

 

Exceptional Cases 

 

It’s certainly possible to get little to no retracements after the opening bell, either in the 9:30-

9:35 period or the 9:35-10:00, or the 10:00-10:45 period. Keep an eye on your technical 

indicators during these periods and don’t make hasty trades unless you see clear buy or sell 

signals.  

 

Lunchtime Doldrums 
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Lunchtime on the New York Stock Exchange is from 12:00 noon until 2:00 pm. Here you will find 

the doldrums. It is frequently a period of irregular and mostly non-directional movement in the 

major stock indexes. Trading activity usually slows down during lunchtime and prices tend to 

move into sideways channels.  

 

Although noon is the typical starting point, the beginning of the doldrums could be plus or 

minus 30 minutes around this time. Two hours is the approximate length; although again, we 

often see this as plus or minus a half hour, ending around 2 o’clock.  

 

 
 

The above shot of QQQ during lunchtime is a good picture of sideways action during a two-

hour period. Notice that while there is some action breaking through the resistance level, the 

overall direction was sideways. MQ Momentum during the doldrums was also fairly quiet.  

 

When a security transitions into the doldrums, you’ll see a significant slowdown of trading, 

although the price action will be somewhat choppy. Trading during this time is not impossible, 

but difficulties will arise due to the non-directional nature of the price action.  
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The Afternoon Move 

 

When lunchtime is over, the transition out of the doldrums is often accompanied by a strong 

directional move in the major indexes, and such a move, either up or down, is often correlated 

with increased market activity. The following chart on QQQ with 30-second bars shows an 

excellent example of this. Notice how 107.03 becomes the new support level. 

 

 
 

We can see the price action suddenly shift exactly at 2:00 pm. MQ Momentum also displays a 

strong buy signal at this time. 

 

During the afternoon session, you’ll typically see just one major directional move. It can be either 

a breakout or a range-bound movement. The above chart with QQQ on a 30-second scale 

making a move out of lunchtime is a good example.  

 

If the morning session was range-bound, afternoon range-bound trading will also be trapped 

between the O.R. high and low. It’s nevertheless possible that price can breach support or 
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resistance. This will be a momentum breakout. If you notice this change, you must adjust your 

trading strategy accordingly. 

 

For momentum breakouts in the afternoon, you can expect a continuation breakout if the 

morning session was also a breakout. The continuation breakout will be in the same direction. 

It’s also possible to experience a rapid snapback to the magic box in the opposite direction. 

 

Here’s a chart of SPY breaking above the resistance line at the end of the market session. Notice 

that there’s a lot of price action above this level after lunch, whereas before there is none. 

 

 
 

If the stock index has been moving strongly in one direction for most of the trading day, keep an 

eye open for a rapid snapback trade back towards the magic box. This is likely to occur in the 

last 30 to 45 minutes, after 3:15 pm. The price action will begin slowly, but will swiftly break and 

move quite fast.  

 

A good example of this is seen in the following SPY 5-minute chart. Notice the very strong price 

action at the end of the trading session, and how MQ Momentum predicts it. 
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The afternoon snapback trade is oftentimes found on Friday. Traders want to get their orders in 

before the weekend, and this increased activity puts pressure on an index’s chart. In about one 

third of strong movement days, there will be a late-day snapback. 

 

Trading Into the Close 

 

In the final thirty minutes of the market session, the indexes will either be moving in the 

dominant direction of the day or they will move in the direction of a snapback trade.  

 

When you get to the last 5 to 7 minutes of the session, take extra precaution with your trades. 

During this short time, the stock market experiences increased volatility, and prices move faster. 

An increased number of buy and sell orders usually causes prices to move erratically. Market on 

close orders especially can disrupt price patterns.  

 

Here’s an example of the final 20 minutes of SPY using 15-second bars. Notice the swings from a 

high of 203.20 to a low of 202.65. This translates into a 0.27% change in just a third of an hour, 

which if stretched into an entire session would be 5.3%. Obviously, the last half hour sees 

increased action compared to other periods of the trading session. 
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Trending Days 

 

Sometimes an index will break through the O.R. boundaries, and the resistance line will become 

the support line for the rest of the day, or vice versa. We call this a trending day, and we can see 

a good example of this action in the following chart with QQQ.  

 

 
 



 

MICROQUANT, LLC Copyright © 2018 ALL RIGHTS RESERVED | MAY NOT BE DUPLICATED OR DISTRIBUTED WITHOUT CONSENT. 

When you see that the O.R. high has been broken, momentum may take prices higher. Consider 

making bullish trending trades when you observe this kind of price action. This type of move out 

of the resistance line can be used as an entry point for a bullish play. Make sure you incorporate 

trend-following indicators here.  

 

On a trending day, keep an eye out for bull flags and bullish pennant markers. A bull flag 

resembles a flag flying on a flagpole. The pole is created from a steep rise in a security. The flag 

is produced from consolidation. The flag itself can be angled downwards or it can simply be a 

rectangle in the horizontal direction. 

 

The bull pennant is a short pause in the drift of a price in the middle of an uptrend. It will appear 

as a symmetrical triangle. When you get to the apex of the triangle, it’s a bullish entry point.  

 

A trending day can also be in a bearish direction. A good example is found on the chart below 

with 1-minute bars on SPY.  
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When the opening-range support level is breached, you can expect the price action to go lower. 

This will be an entry point for a bearish breakout, and you’ll want to use bearish trending trades. 

Use trend-following indicators just as you would with bullish movements. Just as with uptrends, 

downtrends can also develop flags and pennants.  

 

Holding Overnight 

 

As already mentioned, one of the primary advantages of day trading is that you exit your 

positions before the market closes, and this avoids any major price movements overnight. We 

continue to encourage our clients to follow this standard. However, if you have a position with a 

“profit cushion” you can consider holding for a continuation move the next trading day. 

 

 
 

When considering holding a position overnight, evaluate the daily and 60-minute trend 

strength. Investigate the possibility that it could be part of a swing move of three to five days. 

Also consider taking some of the position off the table and carry over a partial position for the 

next day. If you decide to hold a position overnight, make sure your profit is enough to cover 

the morning gap we have already looked at. 

 

Account Size 

 

We don’t have any advice on account size to offer; but from our own experience, we have 

developed some general guidelines. First, incorporate your risk tolerance into your investment 
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strategy. This should be based on your financial circumstances, the amount of risk capital you 

have, and your trading experience.  

 

We have had success using the active-reserve account structure. Under this system, ⅓ of an 

account is for active trading, while the other ⅔ is put into reserve. For example, if you had an 

account with a $60,000 balance, $20,000 would be in the active section, while the other $40,000 

would be in reserve.  

 

Of the active portion, we recommend using about 10-20% on a single trade. So in the $60,000 

account, this would be $2,000 to $4,000 per trade. You should only have one active trade at any 

single time.  

 

We also recommend regular account harvesting. This is where you take half of your capital gains 

and transfer them out of your account so that the market cannot take back these profits. This 

should be done on a weekly basis. The other half of your earnings stays in the account. 

Remember to recalculate your account’s active and reserve amounts for the next week, as these 

figures will be changed by the income that is left in the account.  

 

Growing an Account into Sustainable Profits 

 

An account’s growth is directly related to trading success, which in turn is influenced by 

consistent trading and regular improvements in investment skill. You should not increase your 

trading size if you feel increased market pressure (for example, if you find yourself thinking 

about the profit-loss margin more than the trade itself).  

 

As we mentioned in the previous section, these rules are not strict advice, but flexible guidelines 

that should help point you in the right direction. We recommend starting out in day trading 

slowly and not making large trades too fast. With time, you will gain experience, and with 

experience comes insight, understanding, and comfort. If you feel too much stress or discomfort, 

scale back your trades until you find a more comfortable environment.  

 

Through our experience with beginning traders, we have found it best to start with just one 

option contract per trade, then increase to two contracts once you become comfortable with the 

initial stage. You can then move to three, then four contracts. Next, try five. If you’re comfortable 

with that, you can increase your trades by two contracts per trade until you achieve the 10-20% 

of your account’s active portion that you’re aiming for.  

 

Chart Patterns to Look For 

 

When examining a chart, you need to be able to identify certain patterns. Since you’re not using 

fundamental analysis or other forms of security examination in your day trading, this ability is of 

paramount importance. Here are some of the chart patterns we teach our clients to look for: 
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• Single Tops  These graphs will show just one spike in a stock’s price action. The single-

top chart is fairly common and should find success with just moderate bullish action that 

is against the opening-range high, or against the previous day’s highs.  

 

• Double Tops (Bearish Divergence)  Here you have a higher likelihood of success since 

you have two points of momentum and two prices to compare. There is a higher 

probability against an opening-range high and against previous daily highs.  

 

When using double tops and bearish divergence for your trades, you’ll want to enter at 

the second high. If it’s a bearish trade, you’ll want to start at the first lower low.  

 

• Head & Shoulders (Triple Top)  The double top/bearish divergence pattern could 

develop into a head & shoulders situation. In this case, you’ll want to take a bearish 

position when you see the right shoulder. This is going to be a decreasing momentum 

setup as the price begins falling from the right shoulder.  While utilizing this strategy, 

you’ll want to implement a value reading for maximum efficiency.  

 

• Single Bottoms  These are somewhat regular. The price action of a security will come 

down for one dip and then bounce up off the opening range low. Alternatively, the price 

could hit the previous day’s low and then come back up.  

 

• Double Bottoms (Bullish Divergence)  There is a good probability of success here 

because there are two points of momentum plus two prices to compare. Double bottoms 

are fairly common. When making trades with double bottoms, be sure to enter at the 

second low as a bearish trade, or at the first higher high for a bullish trade.  

 

• Inverse Head & Shoulders (Triple Bottom)  A double bottom could develop into an 

inverse head & shoulders pattern; so be on the lookout for this. When you see it, you’ll 

want to place your trade at the right shoulder, for a bullish bet. This takes advantage of 

the momentum, which is bullish. Also be sure to incorporate a value reading for 

maximum efficiency.  

 

Trade Setups 

 

For a bullish breakout, like the one we saw on the QQQ chart, you’ll want to be watching for a 

“last kiss” retest of the price action before it continues on higher. For a bearish breakout, keep 

an eye on moves below the O.R. low. As with bullish breakouts, you may see a last kiss on the 

lower level before the index or stock continues downward.  

 

Overview of a Typical Trading Day 

 



 

MICROQUANT, LLC Copyright © 2018 ALL RIGHTS RESERVED | MAY NOT BE DUPLICATED OR DISTRIBUTED WITHOUT CONSENT. 

Before the market opens, you’ll want to take a look to see if any major news has affected the 

markets. For example, if a war has been launched in the Middle East overnight, it would probably 

affect the price of that oil contract you were planning to trade after the market opens.  

 

Also look for any major economic reports that have been released. You should be following 

these on an economic calendar; so be ready on the date and time they are scheduled to be 

announced.  

 

Before the market opens, review yesterday’s high and low levels. Doing so will help you to gauge 

whether the market open is a gap up or down. Correct preparation will help you start trading 

effectively right away.  

 

 

Next Steps  

 

To join our growing community of traders, please do not wait another second to join us in our 

exclusive trading service by going to https://basecamptrading.co/go-1.  

 

 

To your success,  

 

Dave Aquino 

Base Camp Trading, a division of MicroQuant, LLC.   

(919) 935-0010  

support@basecamptrading.com  

  

https://basecamptrading.co/go-1
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