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To Adrián,

As I write these pages, you are still very little, but  
you already have a personality all your own. You 
know what you want, you don’t say “yes” without 

thinking it through, and, more often than not,  
you’re the one who ends up teaching Dad a 

different way of doing things.

I hope you never lose that curiosity, that capacity  
to question, to think for yourself, and to follow 
your own path without ever losing your smile.  

Because, above any achievement, what I want most  
is for you to keep being that happy child who lights 

up every day of our lives.

If you ever read this book, remember that the best  
decisions are not born from following others, but 
from learning, reflecting, and acting on your own 

judgment.

With all my love,

Dad
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PROLOGUE
When technical analysis stops working

There’s  a  point  where  the  logic  of  technical  analysis 
starts to crack. I’m not talking about a bad streak or an 
execution error. I’m talking about something harder to 
diagnose.

You know how to read candles. You identify levels. You 
wait for confirmation. You manage risk. You log every 
trade. You do everything you’re supposed to do—and for 
a while, it’s enough.

But situations start piling up that don’t fit the model. The 
support that should have held and doesn’t. The breakout 
that should have continued and reverses instead. The 
perfectly drawn pattern that fails without giving you any 
clue why. Not once, but with uncomfortable regularity.

At first you rationalize it. Erratic session. A reasonable 
entry that  just  didn’t  work out.  The next  one will  be 
different. And the next one comes—and fails again. Not 
always, of course. Just often enough to keep going. Not 
enough to move forward.

What’s unsettling isn’t losing. It’s not finding the cause. 
You did the right thing. The analysis was sound. The stop 
was  placed  correctly—and  it  got  hit  anyway.  There’s 
nothing to fix, because nothing was done wrong. And 
that’s exactly what has no answer within the framework 
you’re using.

This is a specific kind of failure: the kind that happens 
despite doing everything right.

—

If you recognize yourself in this, this book is for you.
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Prologue — When technical analysis stops working

It  doesn’t  come from theory.  It  comes  from years  of 
trading the same approach, adding indicators, switching 
timeframes,  tweaking  parameters.  The  method  kept 
getting  refined;  the  results  didn’t  improve  to  match. 
Every  time  the  missing  adjustment  seemed  to  have 
finally been found, the market proved otherwise.

The problem wasn’t execution. It was the instrument. 
Technical analysis has a limit that’s rarely stated clearly
—and that limit isn’t overcome by optimizing rules, but 
by understanding what part of the market the model is 
leaving out.

—

The purpose of this book is to show you where that limit 
is, and what lies on the other side.

You won’t find more patterns or more confirmation tools 
in this book—you’ll find an operational explanation of the 
underlying mechanics:  why price moves,  why it  stops 
where it stops, why it cuts through levels that looked 
solid on the chart. Not as abstraction, but as a direct 
account of what happens behind every candle you see on 
screen.

Once you understand that mechanism, the chart will stop 
being a set of effects without causes. Not because the 
market becomes predictable—it isn’t—but because you’ll 
start tracing the origin of what used to look arbitrary. 
The move that had no explanation will start to have one.

What you’ll find here isn’t more complexity. It’s a shift in 
frame: moving from interpreting shapes to interpreting 
processes. An approach that doesn’t just describe what’s 
on the chart, but why it happens—and what it means 
when it stops happening.

ii
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Prologue — When technical analysis stops working

Technical analysis didn’t fail you for lack of rigor. It  
failed you for lack of information.

iii
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PART I

The Paradigm Shift
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Chapter 1 — The Silent Failure 
of Classical Technical Analysis

1. The mental model we were taught — and 
its founding flaw

You learned to read the market through a screen.

This might seem trivial. It isn’t. It means that from day 
one, your mental model of the market was graphical: a 
visual representation of price over time, with bars or 
candles summarizing what happened in an interval, with 
lines you drew on top to identify zones of interest, with 
indicators  calculating  averages  and  oscillations  from 
data the price had already produced.

This is how most traders come to know the market. 
Not  as  an auction.  Not  as  a  mechanism of  exchange 
between  participants  with  completely  different  sizes, 
incentives, and time horizons. As a chart. A succession of 
representations that seem to obey identifiable patterns, 
readable with enough skill, appearing to reveal what will 
happen next.

Classical  technical  analysis—candles,  patterns, 
support, resistance—is a coherent discipline on its own 
terms.  It  has  solid  internal  logic.  Its  principles  are 
reproducible.  Its  tools  are  verifiable.  What  it  doesn’t 
have is access to the cause. It describes consequences. It 
records what happened. It projects what might happen if 
the pattern holds. But it doesn’t tell you why the price 
moves. It doesn’t tell you who is behind that movement, 
with what conviction, toward what objective, and against 
what resistance.

3
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Chapter 1 — The Silent Failure of Classical Technical Analysis

Before  building  a  different  model,  you  have  to 
understand exactly where the one you already have fails. 
Not as a general critique, but as a precise diagnosis.

Imagine trying to predict the weather by reading only 
the temperature recorded over the last seven days, with 
no knowledge of atmospheric pressure, humidity, wind 
currents, or the position of frontal systems.

You could identify trends. You might conclude that 
warm days tend to cluster, or that a recovery usually 
follows three days of decline. You might even be right 
often enough to believe you’d found something. But the 
moment the pattern fails—when the run of three cold 
days continues instead of reversing—you would have no 
tool for understanding why it failed.

Technical analysis works on an equivalent logic.

Candles record the outcome of market activity over an 
interval of time. Patterns are visual configurations that 
have historically preceded certain movements. Support 
and resistance are levels where price reacted before, and 
the implicit hypothesis is that it will react there again 
because participants remember them.

There is some truth in that hypothesis. Markets are 
not  fully  random.  Patterns  exist.  But  their  existence 
doesn’t prove you’re seeing them in the right context, 
nor that the cause that generated them the first time is 
still active when price returns.

A  support  level  formed  because  someone—with 
enough size to move the price—decided to buy at that 
level. That participant holds an open position, an average 
entry price, and a concrete incentive to defend that level 
when price returns. As long as that position is active, the 
support has real liquidity behind it. Once that position is 

4
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Chapter 1 — The Silent Failure of Classical Technical Analysis

closed, the support is a line on a chart with collective 
memory, but no real defender.

Can you tell the difference by looking only at the price 
chart?

No. You can’t.

You can see the line. You can see that price reached it. 
But the answer to the question that actually matters—is 
there someone large there with intent to defend it? — is 
not in the price chart.

This is the original sin of classical technical analysis: it 
identifies patterns that are statistically real, but explains 
them with causes it cannot verify. And when the market 
doesn’t respect the pattern—when the perfect support 
breaks, when the clean breakout reverses, when the key 
level barely produces a reaction—the technical analyst 
has  no  access  to  the  information  that  would  have 
explained the failure. All that’s left is to conclude that the 
market made an exception, that the context was adverse, 
that one more confirmation should have been awaited.

What the analyst cannot conclude—because the data 
isn’t  there—is  that  the  cause  of  the  pattern,  in  that 
specific case, simply wasn’t present.

2. The illusion of visual control

The price chart produces a very specific feeling.

Spend enough time looking at it and you develop what 
you  might  call  a  visual  memory  of  the  market.  You 
recognize structures. You identify zones. The lines you 
draw start to make sense as a system: this is support 
because it held three times, that’s resistance because 
price turned there last week, that rejection candle at the 
top says sellers are active.

5
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Chapter 1 — The Silent Failure of Classical Technical Analysis

That familiarity creates an illusion of understanding. 
The illusion reinforces itself every time the pattern holds: 
when  it  works,  you  feel  like  you  read  the  market 
correctly.  That you understood its language. That the 
next move was predictable from the information you had.

The  problem  is  that  the  price  chart  gives  you  no 
information about the cause of the movement. It gives 
you information about the result. And the human mind—
especially  one  trained  to  find  patterns—builds  causal 
narratives on data that is only correlation.

Studies  on  the  illusion  of  control  in  cognitive 
psychology—documented systematically from the work 
of  Ellen  Langer  (1975)  onward—show  that  when 
participants are shown random sequences and asked to 
predict them, most develop their own strategies: they 
believe they’ve identified a pattern. Participants with a 
stronger  analytical  bent  devise  more  sophisticated 
strategies,  and  although  the  results  don’t  improve 
relative to chance, confidence in the strategy increases 
with the complexity of the analysis.

The price chart has more real statistical structure than 
a  random  sequence,  but  less  than  the  trained  eye 
believes it sees. And the gap between the real structure 
and the perceived one is exactly the territory where the 
trades that feel right and don’t work live.

The illusion of visual control operates on three levels.

The first is retrospective confirmation. After the move 
happens, the chart seems to have announced it clearly. 
The rejection candle was right there. The long wick was 
obvious. The support was clear—but that clarity is after 
the fact. When price was approaching that level, with the 
wick forming in real time, the signal wasn’t nearly as 
clear as it looks once the candle has closed.

6
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Chapter 1 — The Silent Failure of Classical Technical Analysis

The second level is selective memory. You remember 
your wins more vividly than your losses. Not because 
you’re being dishonest, but because the brain processes 
wins  and  losses  asymmetrically.  A  loss  on  a  high-
conviction setup produces more emotional charge than a 
win on the same setup, but the memory of the pattern is 
reinforced  by  the  wins  and  doesn’t  weaken 
proportionally with the losses. The result is a perception 
of  reliability  that  doesn’t  match  the  setup’s  actual 
statistics.

The  third  level  is  infinite  adaptation.  When  the 
analysis fails, the natural response isn’t to question the 
model.  It’s  to  adjust  it.  A filter  gets  added.  An extra 
confirmation gets required. The timeframe changes. A 
rule  gets  introduced  that  would  have  prevented  the 
recent  failure.  The  system grows  more  complex  with 
each iteration, without that added complexity solving the 
original problem.

The root of the problem isn’t the absence of filters. It’s 
the absence of information about the cause.

3. Why institutions don’t trade what you 
trade

There’s  a  widespread  belief  in  retail  trading  that 
deserves to be dismantled precisely before we go on.

The belief holds that institutional participants—funds, 
banks,  large-scale  execution  algorithms—also  use 
technical analysis, just at a bigger scale and with more 
resources. That the resistance level you see on a fifteen-
minute chart is also seen by them on a four-hour chart. 
That the candle patterns you study are universal because 
the big players watch them too. That, deep down, we’re 
all looking at the same chart.

7
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Chapter 1 — The Silent Failure of Classical Technical Analysis

It isn’t true.

A pension fund that needs to build exposure in the 
Nasdaq  doesn’t  have  a  technical  analysis  problem in 
front of it. It has an execution problem. It needs to buy 
ten thousand contracts without moving the price against 
itself.  That  means it  can’t  enter on a breakout,  can’t 
chase price higher, can’t react to a momentum candle. It 
needs to find available liquidity

To put this in perspective: the average daily volume of 
the  Nasdaq  future  (NQ)  runs  around  half  a  million 
contracts  in  a  normal  RTH  session.  Ten  thousand 
contracts represent 2% of the day’s volume. That sounds 
small, but it isn’t. If that fund executed all ten thousand 
contracts at once with a market order, it would consume 
all the visible passive liquidity in the order book—which 
under  normal  conditions  rarely  exceeds  200–300 
contracts at the levels near the best available price—and 
would push the price dozens of NQ points (hundreds of 
ticks) against itself before completing the position. The 
market  impact  would  destroy  any  edge  the  analysis, 
technical or fundamental, had identified.

That’s why institutional execution gets fragmented. A 
TWAP algorithm (Time-Weighted Average Price) would 
spread those ten thousand contracts across the entire 
session,  executing small  slices  at  regular  intervals  to 
minimize  market  footprint.  A  VWAP  algorithm would 
distribute  execution  in  proportion  to  the  expected 
volume curve—heavier at the open, the close, and around 
macro data  releases—so that  each slice’s  footprint  is 
diluted into  the natural  liquidity  of  that  segment.  An 
Implementation Shortfall approach would minimize the 
gap  between  the  average  execution  price  and  the 
decision price (arrival  price),  balancing impact cost—
which  penalizes  executing  fast—against  timing  risk—

8
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Chapter 1 — The Silent Failure of Classical Technical Analysis

which  penalizes  executing  slow.  Under  high  risk 
aversion, the optimal path tends to be front-loaded: more 
execution concentrated early, less at the end.

In all three cases, the quality benchmark isn’t whether 
price sits above or below some technical resistance. The 
quality benchmark is whether the completed execution 
beat or lagged the session’s VWAP, or the arrival price at 
the  moment  the  decision  was  made.  That  evaluation 
belongs to the fund’s best execution desk, through TCA 
(Transaction  Cost  Analysis)  against  the  agreed 
benchmark.

An  investment  bank  hedging  an  equity  portfolio 
through S&P 500 futures isn’t doing technical analysis. 
It’s  calculating  the  optimal  hedge  ratio,  adjusting 
exposure based on the portfolio’s beta, and executing the 
necessary orders when impact cost is lowest—not when 
the chart says so.

What does any of this have to do with your technical 
analysis?

It has everything to do with this: the participants who 
move price aren’t making decisions by looking at the 
same charts you are. Their incentives are different. Their 
time horizons are different. Their definition of a correct 
entry  is  different.  And  when  price  moves  in  a  way 
technical analysis didn’t anticipate—when the support 
breaks, when the breakout fails, when the level produces 
no reaction at all—the explanation is almost never that 
the technical analysis was wrong on its own terms. It’s 
that the participants with the capital to move price had 
completely  different reasons for  doing what they did. 
Reasons the chart doesn’t record.

The support level  that breaks without any reaction 
didn’t  break  because  sellers  were  stronger;  it  broke 

9
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Chapter 1 — The Silent Failure of Classical Technical Analysis

because  no  one  with  real  size  had  any  interest  in 
defending it at that moment—because they had already 
closed their positions, because that level didn’t carry the 
structural significance you assigned it, or because the 
liquidity resting just below the level turned out to be 
useful to someone who needed to execute in the opposite 
direction.

And here is the key thing technical analysis cannot 
see: retail liquidity concentrates predictably at the same 
structural levels, every time. Just below the visible lows. 
Just above the highs. At round numbers. At the levels that 
show up clearly on the chart of any common timeframe. 
Any participant with access to the order book can infer 
that concentration. And those

Technical analysis doesn’t just fail to protect you from 
that dynamic. It makes you part of it.

4. The final fracture: when support stops 
being support

All  of  this  could  stay  theoretical  if  it  weren’t  for  a 
concrete, painful, repeated experience in the life of any 
trader with enough time behind the screen.

The support that breaks.

Not the weak support.  Not the one that never had 
much  volume  behind  it—the  support  that  held  three 
times. The one with long-term structure. The one any 
serious  technical  analysis  would  flag  as  a  high-
probability zone. The one visible on the four-hour chart, 
the  one-hour  chart,  and  the  fifteen-minute  chart,  all 
aligned.

That support.

10
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Chapter 1 — The Silent Failure of Classical Technical Analysis

And price cuts straight through it, on a solid candle, 
with  volume,  without  hesitating.  It  runs  seven points 
lower, takes out every stop, then comes back and closes 
above the level it had just broken. And the move you were 
waiting for—the bounce off support—happens. Just seven 
points lower, without you.

What exactly happened?

The level was real.  The structure was correct.  The 
reasoning was sound. And still, the outcome wasn’t what 
you expected.

Classical technical analysis’s response tends to be one 
of three: the stop was placed wrong, it was a support 
zone and not an exact level, or it was simply a trap and 
you need to wait for confirmation above the level after re-
entry.

These answers aren’t wrong, but they’re incomplete. 
They explain how to adjust execution, not what actually 
happened.

What happened has a precise mechanical explanation. 
But  that  explanation  requires  understanding  how 
liquidity is distributed in the order book, what passive 
and aggressive orders are, and how they interact at the 
levels  where  technical  analysis  places  its  references. 
That’s exactly what the next chapter builds.

What  can  be  said  here,  without  giving  away  the 
mechanism,  is  the  conclusion  that  matters:  technical 
analysis  cannot  distinguish between a  level  with  real 
passive  liquidity  defending  it  and  a  level  with  a 
concentration of orders waiting to be triggered by price 
movement. Both produce the same visual appearance on 
the chart. One is support; the other is a trap. From the 
price chart alone, they are indistinguishable before the 
move happens.

11
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Chapter 1 — The Silent Failure of Classical Technical Analysis

This fracture is structural. It isn’t fixed by changing 
the timeframe, adding a confirmation, or adjusting your 
stops. It’s fixed by changing the information you work 
with.

5. The disciplined trader who doesn’t 
progress

There’s a trader profile that comes up often enough to 
warrant a closer look.

It  isn’t  the  impulsive  trader  who switches  systems 
every three weeks. It isn’t the one who doesn’t manage 
risk. It  isn’t the one who trades without a plan. That 
trader  has  problems,  sure,  but  the  problems  have 
obvious explanations and identifiable fixes.

The profile worth examining here is the opposite one: 
the  trader  who  does  everything  right,  or  almost 
everything, and still doesn’t progress.

This trader has a system with clear rules. Keeps a 
journal. Reviews every trade. Manages risk consistently. 
Doesn’t chase price. Waits for their setups. Understands 
that trading is a long-run probability game

And still, after a year—or two, or three—the equity 
curve  shows  the  same  pattern:  intermittent  runs  of 
progress followed by drawdowns that give back most of 
what was gained. Or simply a flat line, going nowhere.

The usual explanation for this trader is psychological: 
lack  of  discipline,  inconsistent  execution,  emotions 
interfering with the system. And there’s some truth in 
that. Psychology matters. Execution matters.

But there’s an earlier diagnosis that the psychological 
narrative obscures.
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Chapter 1 — The Silent Failure of Classical Technical Analysis

This trader doesn’t  progress because his  analytical 
method works often enough that it can’t be dismissed, 
but not often enough to produce a consistently positive 
expectancy.  And  that  frequency  is  determined  by 
something  he  doesn’t  control  and  can’t  adjust  from 
within the framework of classical technical analysis: the 
presence or absence of real liquidity behind the levels he 
identifies.

It takes a long time to see this, because the method 
works often enough not to be discarded. Because the 
books, the courses, and the forums describe the problem 
as a lack of discipline or patience, and this trader has 
both, so he concludes the flaw must be in himself.

When the level has real liquidity behind it, the pattern 
works. Support holds. Momentum follows through. The 
breakout sticks. The trader feels his analysis was correct.

When the level has no real liquidity behind it—when 
it’s a line with collective memory but no active defender, 
when what sits on the other side is concentrated orders, 
not intent—the pattern fails. Not because the technical 
read was wrong, but because the condition it would have 
needed to be right—the presence of capital willing to act 
in that direction—simply wasn’t there.

And this trader has no way of knowing it in advance. 
He  has  no  access  to  the  information  that  would 
distinguish the two cases, which is why his win rate stays 
stuck in that middle range that isn’t enough: high enough 
to sustain the illusion that the system works, not high 
enough to produce real growth.

The  problem  isn’t  discipline.  The  problem  is 
information.

What distinguishes a trader who does progress isn’t 
more discipline or better rules. It’s access to a layer of 
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Chapter 1 — The Silent Failure of Classical Technical Analysis

information classical technical analysis doesn’t provide: 
information about the intent and size of the participants 
active at that level, at that moment. That information 
changes  the  equation.  Not  because  it  eliminates 
uncertainty—it  doesn’t—but  because  it  systematically 
narrows the range of uncertainty.

Discipline  applied  to  a  tool  with  structural  limits 
produces consistency in how that  tool  is  used,  but  it 
doesn’t guarantee better results.  An expert with poor 
tools can outperform a mediocre trader with good tools—
but when the tools change generation, they redefine the 
system’s ceiling. Past a certain point, whoever combines 
modern tools with at least competent technique will hold 
a structural edge. The quality of the instrument matters 
more than technique alone can make up for.

There’s an uncomfortable corollary here worth stating 
plainly.

The  disciplined  trader  who  doesn’t  progress 
frequently attributes his results to personal flaws that 
don’t exist, or are smaller than he believes. He reads 
trading psychology books. He works on his mindset. He 
builds  pre-session  rituals.  He  meditates.  He  keeps 
emotional  journals.  And  the  progress  still  doesn’t 
materialize—which  reinforces  the  narrative  that  the 
problem is internal.

This misattribution comes at a cost—not just in time 
and energy,  but in the confidence that erodes as the 
trader concludes his mediocre results are evidence of a 
personal deficiency he can’t identify.

That conclusion is false in most cases. The problem 
comes  earlier.  It’s  methodological.  And  when  the 
methodology changes, the results change—not because 

14

Copyrighted Material

Copyrighted Material



Chapter 1 — The Silent Failure of Classical Technical Analysis

the trader has improved psychologically,  but  because 
he’s working with better information.

This  book  exists  to  teach  you  how  to  read  that 
information.

The next chapter shows why that support breaks and 
why the breakout reverses: the real mechanics of the 
auction, explained from the inside.
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Chapter 2 — The Market as an 
Auction: The Missing Piece

1. The microstructure the chart hides

A price chart is a necessary simplification.

Not in the sense that the data is false—prices, highs, 
lows, total volume: all of it is real. The simplification is of 
a  different  kind:  it  condenses  the  complexity  of  an 
auction into a rectangle with four values. Open, high, 
low, close.

That compression is useful—we need some level of 
abstraction to work with the market at all. But it also has 
a cost, one the previous chapter already exposed: it hides 
the cause. It shows what happened. Not why.

What the price chart doesn’t show: market 
microstructure.

Microstructure is the actual mechanism by which price 
forms. Not the trend, not the pattern, not the support 
level: the mechanism. Every price you see on your screen 
is  the  result  of  a  match:  someone  sold  exactly  what 
someone else bought, at that price, at that instant. The 
market  doesn’t  move  price  because  it  decides  price 
should  move.  It  moves  because  someone  wants  to 
execute and accepts the price on offer. If no one accepts 
the price on offer, it doesn’t move.

This mechanism—how orders interact to form price—
is what the market microstructure literature has studied 
formally for decades.

At first glance, it looks obvious that price moves only 
when someone accepts the available level.  What isn’t 
obvious is what that implies for reading the market.
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Chapter 2 — The Market as an Auction: The Missing Piece

It implies that price has two fundamentally different 
states,  even  though  they’re  indistinguishable  on  a 
candlestick chart: it moves because someone is pushing, 
or it moves because no one is resisting. In the first case, 
there’s conviction. In the second, an absence of friction. 
They  are  not  the  same  thing.  The  first  carries  a 
probability of continuation. The second can reverse on 
the very first order that shows up on the other side.

Classical  technical  analysis  doesn’t  distinguish 
between  the  two  states.  It  sees  a  thrust.  It  sees  a 
breakout. It sees a wick. But it can’t see whether that 
wick reflected real conviction or simply the momentary 
absence of orders on the other side.

Microstructure records what the chart won’t let you 
see: who was aggressive, at what volume, at what price, 
and against what liquidity they collided.

That’s what this chapter builds. Not more patterns. 
Not more indicators. The mechanism that produces them
—and that  dictates when they’ll  work and when they 
won’t.

If at some point you want to go deeper into the formal 
mechanics,  Larry  Harris’s  Trading  and  Exchanges: 
Market Microstructure for Practitioners is the canonical 
reference.  Harris  writes  for  an  academic  and 
institutional audience: the mathematical abstraction, the 
density of the models, and the regulatory focus place that 
work on a different plane from this book. It isn’t a natural 
continuation of what you’re reading, but rather the full 
theoretical framework from which this book draws the 
operational principles that apply in front of the screen.
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Chapter 2 — The Market as an Auction: The Missing Piece

2. What actually moves price: passive orders 
and aggressive orders

At  every  price  level  on  the  Nasdaq,  two  types  of 
participants  coexist,  and  they  could  not  be  more 
different.

Some wait. They’ve left an order sitting in the book: 
“I’ll buy if the price gets here,” “I’ll sell if the price gets 
here.” They have no urgency. They wait minutes, hours, 
however long it takes. If the price never gets there, the 
order  never  fills.  These  are  the  passive  participants. 
Their orders form the order book: the liquidity available 
at each price level.

The others don’t wait. They enter now, at whatever 
price is on offer. If they want to buy, they pay the Ask—
the price at which the passive side is willing to sell. If 
they want to sell, they hit the Bid—the price at which the 
passive side is willing to buy. These are the aggressive 
participants.  Their  orders  consume  the  liquidity  the 
passive side left waiting.

Price only moves when the passive liquidity at a level 
disappears. There are two ways for it to disappear: the 
aggressive side consumes it—every contract  executed 
gets recorded in the Footprint—or the passive side pulls 
it before it can be consumed, and then price advances 
without  a  single  transaction  taking  place.  Both 
movements look identical on the candlestick chart. On 
the Footprint, they don’t. What follows deals with the 
first  case,  because  it’s  the  one  microstructure  can 
measure directly; we’ll come back to the second later, 
when we see that two visually identical candles can hide 
opposite mechanics.

When price rises, someone bought aggressively. They 
paid  the  Ask.  They  went  looking  for  liquidity.  That 
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Chapter 2 — The Market as an Auction: The Missing Piece

implies urgency. It implies that participant preferred to 
pay the available price rather than wait for it to drop. 
Something forced them to take that position now.

When price falls, someone sold aggressively. They hit 
the Bid. They chose to sell now rather than wait.

The  question  technical  analysis  can’t  answer—and 
microstructure can—is how much urgency lies behind 
that  move.  Is  it  a  small  participant  or  one  with 
institutional size? Does the aggression hold up at the 
levels that follow, or does it burn out at the first one? Is 
there real passive liquidity on the other side braking the 
move, or is price simply advancing because no one is 
resisting?

The answers to those questions determine whether 
the  move  has  a  probability  of  continuation.  Those 
answers aren’t on the candlestick chart. They’re in the 
record of who executed what, and where.

There’s  a  second  element  to  this  mechanism  that 
deserves  special  attention,  because  it’s  the  one  that 
confuses first-time readers the most.

On the Bid side there aren’t only passive buyers. There 
are also aggressive sellers who “hit” that side when they 
want  to  sell  now.  On  the  Ask  side  there  aren’t  only 
passive sellers. There are also aggressive buyers who 
“sweep” that side when they want to buy now.

What  separates  a  passive  participant  from  an 
aggressive one isn’t whether they’re buying or selling. 
It’s whether they wait or execute.
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Chapter 2 — The Market as an Auction: The Missing Piece

The  consequence  for  reading  the  Footprint  is  direct. 
Volume  on  the  Bid  of  a  level  is  aggressive  selling: 
someone chose to sell now at the available price. Volume 
on the Ask is aggressive buying: someone chose to buy 
now. The move in price is the consequence of who was 
more aggressive, in which direction, and by how much, 
against the passive liquidity on the other side.

The diagonal cross: the comparison that actually 
matters

The  diagonal  cross  adds  the  final  layer  before  the 
Footprint  makes  full  sense.  It’s  one  of  the  most 
counterintuitive  concepts  for  anyone  coming  from 
technical analysis, so it deserves a careful explanation.

The spread—the difference between the Bid and the 
Ask—separates aggressive buyers and aggressive sellers 
by exactly one tick. An aggressive buyer pays the Ask. An 
aggressive seller hits the Bid. The Ask is always one tick 
above  the  Bid.  When  you’re  analyzing  who  pushed 
harder  at  a  given  level,  the  correct  comparison  isn’t 
between  the  Ask  and  the  Bid  of  the  same level:  it’s 
between the Ask of one level and the Bid of the level 
below—or between the Bid of one level and the Ask of the 
level above. That’s the real battle.

An aggressive buyer at 21,301.50 (paying the Ask) is 
competing  against  an  aggressive  seller  at  21,301.25 
(hitting the Bid). Those are the two sides. That’s what an 
imbalance measures.

Why? Think about one specific instant. When price sits 
at 21,301.25/21,301.50, the spread marks the two fronts: 
the  aggressive  buyer  pays  21,301.50  (the  Ask);  the 
aggressive seller hits 21,301.25 (the Bid). They act at the 
same time, in the same price environment, separated by 
the spread. They are direct rivals.
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Chapter 2 — The Market as an Auction: The Missing Piece

If you compare the Ask and the Bid of the same level—
the 180 contracts bought at the Ask at 21,301.50 against 
the 40 sold at the Bid at 21,301.50—you’re mixing two 
different moments. The Bid at 21,301.50 only exists once 
the Ask has already moved to 21,301.75—that is, once 
price has already risen a tick. Those 40 sellers weren’t 
competing  against  the  180  buyers:  they  were  acting 
when price was already somewhere else. The horizontal 
comparison mixes scenes that aren’t simultaneous. The 
diagonal  compares  what  happened  within  the  same 
scene.

A  second  example,  adding  a  third  level  above  the 
scenario  you  just  saw.  Picture  the  following  three 
consecutive NQ levels:

Price Bid Ask

21,301.75 — 210

21,301.50 40 180

21,301.25 310 —

The buy-side diagonal comparison at 21,301.50 is: the 
Ask  at  21,301.50  (180)  against  the  Bid  at  21,301.25 
(310). Aggressive sellers win the cross with a 1.7:1 ratio
—well below the 3:1 threshold that defines an imbalance
—so  neither  side  formally  dominates,  but  the  buyers 
were  overpowered  at  that  level.  There’s  no  buy-side 
imbalance,  even though the horizontal  reading of  the 
21,301.50 level (180 versus 40, a 4.5:1 ratio) suggested 
exactly the opposite.

The buy-side diagonal comparison at 21,301.75 is: the 
Ask at 21,301.75 (210) against the Bid at 21,301.50 (40). 
Ratio: 210/40 = 5.25:1 in the buyers’ favor. That is an 
imbalance. The buyers who paid the Ask at 21,301.75 
swept with urgency, and the aggressive sellers at the 
level below barely showed up.
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Chapter 2 — The Market as an Auction: The Missing Piece

The  difference  between  the  two  readings—the 
horizontal one that deceives and the diagonal one that 
measures the real battle—is the reason the Footprint has 
a value the price chart doesn’t. But only if you know what 
you’re comparing.
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Chapter 2 — The Market as an Auction: The Missing Piece

3. How a Footprint is built — the X-ray of the 
auction

The  Footprint  isn’t  an  indicator.  This  point  deserves 
emphasis, because most traders who approach it for the 
first time treat it as one: something you switch on over 
the  chart  to  confirm  or  filter  technical  signals.  That 
produces mediocre results. That isn’t its nature.

The Footprint is a record. Every number you see on it 
is a transaction that occurred. Someone hit “buy now” or 
“sell now,” and that order matched against another on 
the opposite side. There’s no estimation, no calculation 
derived from price. It’s the auction itself, captured level 
by level, tick by tick.

Its construction is straightforward.

Imagine  the  NQ  is  at  21,301.25.  On  the  Ask  at 
21,301.50  there  are  185  contracts  waiting:  passive 
sellers saying “if someone wants to buy here, I’ll sell to 
them.”  An  aggressive  buyer  arrives  needing  300 
contracts  right  now.  They  sweep  the  185  that  were 
sitting at 21,301.50. Since that’s not enough, they move 
up to 21,301.75, where they consume the remaining 115 
contracts.  Their  position  is  filled.  Price  settles  at 
21,301.75.

That  match  is  recorded  instantly:  185  contracts 
executed at  the  Ask at  21,301.50,  115 at  the  Ask at 
21,301.75. They appear in the right-hand column of the 
Footprint, at each price level. At the same time, on the 
Bid,  aggressive  sellers  are  executing  against  passive 
buyers. Those contracts land in the left-hand column.

Right column = aggressive buying at the Ask. Left 
column = aggressive selling at the Bid.
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Chapter 2 — The Market as an Auction: The Missing Piece

By the end of the candle, the Footprint is the X-ray of 
everything that happened inside it: level by level, tick by 
tick, side against side. You can see which levels saw the 
most buying activity, which saw more selling pressure, 
where price resisted advancing despite the volume, and 
where it advanced without friction. None of that exists on 
the candlestick chart.

Delta  is  simply  the  difference  between  the  two 
columns at a level or across a full candle: Ask minus Bid. 
If the result is positive, buyers were more aggressive. If 
it’s negative, sellers were. It isn’t the cause of the move: 
it’s the measure of the imbalance between aggressive 
participants on both sides. That distinction is critical—
Chapter 6 develops it—because confusing delta with a 
directional prediction is one of the mistakes that destroys 
capital.

The  following  figure  shows  the  full  anatomy  of  a 
Footprint candle with every element described so far. 
There’s one detail that hasn’t been formally defined yet—
the three levels marked as stacked imbalances in the 
21,312.25–21,311.75  zone—and  that’s  developed  in 
Chapter 8. For now, just notice that when three or more 
consecutive  levels  show  an  imbalance  in  the  same 
direction,  the  Footprint  flags  something  qualitatively 
different: sustained pressure sweeping through several 
levels  without  meeting resistance.  The name and the 
operational implications will come later; what matters 
now is that you recognize the visual pattern when you 
see it.
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Chapter 2 — The Market as an Auction: The Missing Piece

The lower half of the candle tells a different story. In the 
diagonal  cross  between  21,311.25  and  21,311.50, 
aggressive sellers won clearly—158 contracts hitting the 
Bid against 62 paying the Ask, a 2.5:1 ratio—and marked 
the POC of the period there. But that selling pressure 
found no continuation:  it  was  absorbed at  that  level. 
Buyers took over and answered with the three stacked 
imbalances  above,  which  pushed  the  close  from 
21,311.00 to 21,311.75. The diagonal cross measures the 
local battle; the sequence as a whole builds the candle’s 
outcome.

The  Footprint  reveals  differences  the  candlestick 
chart  doesn’t  show,  even  when  two  candles  look 
identical.

Two bullish candles of the same size, with the same 
total volume, are indistinguishable on a classic chart. On 
the  Footprint,  one  might  show  aggressive  buyers 
sweeping the Ask level by level with imbalances of 4:1 or 
5:1 in their favor—sustained aggression, a clear path, a 
high probability of continuation. The other might show 
identical volume distributed completely differently: price 
rose because sellers pulled back,  not  because buyers 
pushed. No sellers to hold the retracement. No buyers to 
defend when the first pullback arrives.

Same  visual  appearance.  Radically  different 
mechanics. Opposite implications for what comes next.

That’s the difference the Footprint makes visible, and 
that classical technical analysis won’t let you see.

What the Footprint can’t see

There’s a question an informed reader will already be 
asking, and this book can’t put it off until Chapter 7.
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Chapter 2 — The Market as an Auction: The Missing Piece

The Footprint records the transactions executed on 
the regulated market: in our case, Nasdaq futures traded 
on the CME. That covers the vast majority of the activity 
relevant to NQ price formation, but not all of it.

It doesn’t capture activity in dark pools or OTC (over-
the-counter)  markets,  which  represent  a  significant 
share of volume in equities but are irrelevant in CME 
futures—futures trade on a centralized venue; there are 
no dark pools for futures in the strict sense. What does 
affect  the  reading are  practices  the  matching engine 
accepts  but  that  distort  real  intent  or  size:  iceberg 
orders, which enter the book as limit orders but only 
expose a visible fraction of their total size to the public 
feed,  and  spoofing—placing  and  quickly  pulling  large 
limit orders to create an illusion of liquidity that doesn’t 
exist. Spoofing doesn’t contaminate the Footprint: those 
orders get pulled before they cross, and the Footprint 
only records executions.  Iceberg orders,  on the other 
hand, do leave a trace: every visible slice that crosses 
against an aggressive order produces a real transaction 
that shows up as executed volume on the corresponding 
side. What the Footprint can’t tell you is whether those 
contracts are a participant who just emptied out, or the 
visible tip of one going ten times that volume. You infer 
that  distinction  from  context,  and  it’s  one  of  the 
operational signals Chapter 7 develops.

The DOM can lie. The Footprint doesn’t. The data it 
shows is real: every contract recorded actually crossed. 
What it can’t show clearly is the full context behind those 
executions—how much of the volume came from hidden 
orders,  for instance. That’s the margin of uncertainty 
you’ll be working with.

That margin exists in classical technical analysis too. 
There, it’s invisible. Here, at least, it’s bounded.
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Chapter 2 — The Market as an Auction: The Missing Piece

4. Why a breakout doesn’t mean anything 
by itself

Let’s go back to the scenario that closed the previous 
chapter: the perfect support level that breaks and then 
recovers. With what you now know about the mechanics 
of  the  auction,  the  phenomenon  has  a  concrete 
explanation.

Below that support level there was a concentration of 
stop  orders:  orders  that  automatically  convert  into 
market sell orders once price falls below a given level. 
That  concentration  was  predictable  for  anyone  who 
knows where the retail market stacks its liquidity—which 
is exactly where classical technical analysis teaches you 
to place your stops: just below visible support.

A participant who needed to build a large long position 
designed  their  execution  around  that  liquidity.  They 
pushed price below support, triggered the stops—which 
are market  sell  orders:  exactly  the counterparty they 
needed to buy against—filled their position at a better 
price than they’d have gotten without the sweep, and 
withdrew the selling pressure. Price came back.

Now look at the same situation through the lens of 
technical analysis.

You see a breakout of support on volume. The volume 
is real: it was your stop and the stops of everyone who 
read the chart the same way. The breakout is real: price 
pierces  the  level.  Technical  analysis  says  “bearish 
continuation.” And price reverses.

It wasn’t an exception. It wasn’t a failed signal. It was 
the  mechanism working  exactly  as  it  should,  so  that 
someone with size could get in without wrecking their 
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Chapter 2 — The Market as an Auction: The Missing Piece

average  execution  price.  Your  stop  was  the  liquidity 
someone needed.

Technical analysis can’t distinguish this scenario from 
a genuine breakout: both look the same on the chart. 
High  volume,  a  broken  level,  a  close  below  it.  The 
difference is  in the Footprint:  in  a genuine breakout, 
aggressive sellers keep sweeping the Bid level after level 
past  the break,  the imbalances chain together in  the 
direction of the move, and price doesn’t come back. In a 
trap breakout, the activity concentrates in the ticks of the 
sweep and drops off sharply afterward. Price comes back 
because there was no real selling conviction—just stops 
converted into market orders that someone on the other 
side absorbed.

A move without sustained aggression in its direction is 
a move without conviction. A move without conviction 
has  a  low  probability  of  continuation.  Sustained 
aggression is measurable. The Footprint records it. The 
price chart doesn’t.

The  same  logic  applies  to  bullish  breakouts.  A 
breakout  above  visible  resistance  can  be  genuine 
institutional urgency—someone who needs to be in and 
sweeps  the  Ask  without  looking  at  the  cost—or  the 
deliberate  execution  of  a  distribution:  someone 
unloading their long inventory against the buyers of the 
breakout, who have just entered at the worst possible 
price.

In  the  first  case,  the  buy-side  imbalances  chain 
together,  price  accepts  higher  levels,  the  move  has 
continuation. In the second, there are extreme buy-side 
imbalances  at  the  upper  ticks,  price  fails  to  advance 
despite  the  positive  delta,  and  the  first  candle  with 
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Chapter 2 — The Market as an Auction: The Missing Piece

genuinely negative delta produces a sharp drop as the 
breakout buyers liquidate at a loss.

Technical analysis sees both scenarios as the same 
signal. The Footprint tells them apart.

That’s what having access to the cause means.

5. How your reading changes once you 
understand the auction

The shift that happens while you learn Order Flow isn’t 
gradual.  It’s  a  cut.  Before  that  cut,  you  look  at  the 
Footprint  and  see  numbers.  After  it,  you  look  at  the 
Footprint and see the auction.

The difference isn’t in knowing more concepts. It’s in 
having  internalized  that  every  number  is  a  decision. 
Someone—with a motive, with a size, with an urgency—
crossed that order at that price at that moment. Those 
decisions accumulate, level by level, into the move the 
candlestick chart records as a visual shape.

When  that  cut  happens,  the  first  practical 
consequence is that you stop hunting for patterns and 
start hunting for causes.

The second consequence is that uncertainty changes 
in  nature.  Technical  analysis  produces  statistical 
uncertainty: this pattern has worked X% of the time, but 
you don’t know why it fails when it fails. Order Flow 
produces informational uncertainty: you don’t have all 
the  data,  you  don’t  know  the  total  position  of  the 
participant you’re reading, you can’t see their resting 
limit orders. But when the flow shows real absorption at 
a structural level, you know why. When it shows buying 
urgency,  you  have  a  quantitative  measure  of  that 
urgency. The mistake you make when the trade doesn’t 
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Chapter 2 — The Market as an Auction: The Missing Piece

work isn’t “the market was random” — it’s “the signal I 
read didn’t carry the weight I thought it did.”

The third consequence is operational, and it’s the most 
important one in the book: you start trading with a stop 
that has a concrete reason behind it.

In technical analysis, the stop goes where “the move 
would be invalidated” — in practice, below support or 
above resistance. That’s exactly the spot where the most 
liquidity has piled up: the stops of everyone reading the 
chart the same way. You already know what happens 
there.

In Order Flow, the stop goes where the thesis dies. If 
the thesis is that there’s buying absorption at that level—
a large resting order defending price with real passive 
liquidity—the thesis dies where that defense disappears: 
the far edge of the absorption cluster plus a margin to 
cover  the  usual  sweep.  Not  where  technical  analysis 
would  say  the  level  is  broken.  Where  the  Footprint 
confirms there’s no one left on the other side.

That  produces  stops  that  are  tighter,  logically 
grounded,  and  far  from  the  mass  of  liquidity  where 
everyone else puts theirs.

The fourth consequence is  more subtle but  just  as 
transformative: you understand when there’s no trade to 
make.

The problem with technical  analysis  is  that  there’s 
almost always some pattern available. There’s always a 
line to draw, a candle to interpret,  a level that looks 
relevant. That constant noise feeds overtrading: it gives 
the trader narrative cover to enter at any moment.

Order  Flow  has  its  moments  of  clarity—and  its 
silences.
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Chapter 2 — The Market as an Auction: The Missing Piece

A day where the Initial Balance is narrow, the CVD 
zigzags without building a narrative, the structural levels 
generate no reaction in the flow, the imbalances appear 
and vanish without context:  that day has no tradable 
setup.  The  Footprint  keeps  generating  activity,  as 
always. But that activity doesn’t tell a story that justifies 
acting on it.

Recognizing that silence as information—not as a flaw 
in the method—is one of the hardest habits to build. And 
among the ones that protect the most capital. Chapter 4 
covers  how  to  read  that  silence:  what  kind  of  day 
produces trades and what kind doesn’t.

There’s  something  worth  stating  explicitly  here, 
because the book won’t come back to it.

The Footprint  doesn’t  replace technical  analysis.  It 
completes what technical analysis leaves out. Structural 
levels still  matter. The volume profile matters. Price’s 
position  relative  to  VWAP  matters.  Session  context 
matters.

What  changes  is  the  hierarchy.  Classical  technical 
analysis puts the pattern at the center and uses volume 
as confirmation. Order Flow puts the mechanics of the 
auction at the center and uses structural context as the 
map. The pattern stops being the signal. It becomes the 
terrain where you go looking for the signal.

That inversion of hierarchy is the paradigm shift that 
the title of this part announces. The next two parts build, 
layer by layer, the architecture that makes it operational.

What doesn’t change is the principle you just read. 
Price moves when someone with urgency decides they 
can’t  wait.  The  Footprint  records  that  urgency.  The 
trader’s  job  is  to  read  whether  that  urgency  has 
substance or is noise, whether it’s in the right place or in 
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Chapter 2 — The Market as an Auction: The Missing Piece

a vacuum, whether the market is telling a story or just 
making noise.

That’s  what  separates  the  flow  reader  from  the 
technical trader. Not access to data the other one lacks. 
The different question they ask of the data they have.

The next chapter introduces the three-layer model: the 
decision  framework  that  organizes  everything  that 
follows. Without that framework, the Footprint is high-
resolution noise. With it, every signal has a place where it 
either fits, or doesn’t, before you act.
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Chapter 3 — Three Layers: The 
Book’s Core Decision Model

The previous two chapters established a thesis and a 
mechanism.  The  thesis:  classical  technical  analysis 
describes consequences without access to the cause. The 
mechanism: the Footprint records the real auction—who 
has urgency, who has control, where the liquidity the 
chart doesn’t show accumulates.

That isn’t enough to trade.

This  part  builds  that  model.  It  is  not  an execution 
methodology—that comes in Part III—but the thinking 
structure that determines when execution makes sense. 
Without  it,  the  tools  that  come  later  are  precision 
instruments with no calibration.

—

There  is  a  mistake  almost  every  trader  makes  when 
learning to read the Footprint. It isn’t a technical reading 
mistake—it’s a sequencing one: they start at the end.

The  Footprint  generates  numbers  that  change, 
imbalances that appear, deltas that swing, clusters that 
form and dissolve in real time. For someone coming from 
technical analysis—where the signal is infrequent and 
discrete—that  density  of  information  produces 
something close to euphoria. Suddenly the market seems 
to speak a comprehensible language. The patterns have 
names. The moves have explanations.

What  that  trader  doesn’t  see  yet  is  that  they  are 
reading the highest-resolution layer  of  the three that 
make up a professional  trading decision.  The highest 
resolution, and the noisiest. It’s like listening to every 
radio frequency at once: there is real information in the 
transmission, but without a tuner you cannot separate 
the signal from the noise.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

This chapter builds the tuner. There are three layers, 
each with a distinct function, and together they structure 
everything that follows.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

1. Layer 1 — The session narrative: what the 
market is trying to do today

The market doesn’t execute orders at random. It is the 
aggregate  result  of  thousands  of  participants  with 
different objectives, horizons, and sizes, all acting on the 
same instrument at once. Most of that noise cancels itself 
out.  What  remains—what  produces  net  movement—is 
the pressure from those with enough size to sustain a 
move in price.

Those participants don’t  act  without purpose.  They 
have positions to manage, exposures to hedge, mandates 
to execute. And their activity, although fragmented by 
the execution algorithms we saw in the previous chapter, 
leaves  a  readable  footprint  if  you  know  what  you’re 
looking for.

That footprint is the session narrative.

A hypothesis, not a prediction

The  session  narrative  answers  a  specific  question:  is 
today a trend day, a rotational day, or a day without the 
structure this book’s setups need?

Each  type  of  day  produces  its  own  dynamic  and 
demands  a  different  reading.  A  trend  day  has  clear 
directional purpose: the market has decided to move, 
and every  pullback  finds  new participants  before  the 
move  runs  out  of  steam.  A  rotational  day  has  found 
equilibrium: supply and demand absorb each other at the 
extremes  of  a  range  without  either  side  imposing 
direction. A day with no opportunity has neither direction 
nor  a  defined  range—the  market  generates  activity 
without readable structure, and the right response is not 
to trade.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The distinction matters because the setups that work 
on one type of day tend to fail on the other. Continuation 
setups—entering  a  pullback  in  the  direction  of  the 
dominant  trend—produce  their  best  results  on  trend 
days  and  their  worst  on  rotational  days,  where  the 
pullback isn’t a pause but the start of the move toward 
the opposite extreme.  Range-rejection setups work in 
rotation  and  fail  in  trend,  where  what  looks  like  a 
defended extreme is only a momentary pause before the 
move continues.

Chapter 4 develops each type of day, along with the 
tools to identify it: the Initial Balance, the phases of the 
intraday auction, building the pre-open hypothesis, and 
the signals that invalidate it. What matters here is this 
layer’s function within the model.

The map before the instrument

The first layer is the map. Without the map, even the 
most sophisticated precision instrument takes you to the 
wrong place.

There is a very specific mistake that proves it. A trader 
reads  an  absorption  at  a  level  and  goes  long.  The 
Footprint  is  clear:  three  hundred contracts  of  selling 
aggression executed on the Bid, price doesn’t give—delta 
sharply  negative  during  the  absorption—and  on  the 
following  candles  delta  rotates  positive  as  buying 
aggression appears on the Ask. The signal is genuine. 
And price falls anyway.

What happened? The market was in a downtrend. That 
level wasn’t the edge of a range someone was defending: 
it was an intermediate level on a trend day where the 
dominant participants were selling every bounce. The 
absorption was real. It simply wasn’t in the right place 
within the day’s narrative.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The session narrative is built before the market opens 
and updates through the session as price provides new 
information. It isn’t an irrevocable commitment. It is the 
first question before considering any entry. If the market 
is in consolidation mode and you’re looking for entries in 
the direction of the last impulse, you are trading against 
the narrative. You might be right on any single trade, but 
you won’t be right consistently.

2. Layer 2 — Structure: where it makes 
sense to act

If the first layer establishes what the market is trying to 
do, the second establishes where.

Market structure is the set of price references with 
real, concentrated liquidity: levels where volume built up 
in  previous  sessions,  where  participants  hold  open 
positions to defend, where stops can trigger. When price 
reaches them, these references produce flow reactions 
that  mean  something  beyond  intraday  noise:  the 
composite volume profile, HVNs and LVNs, the POC, the 
VWAP and its deviations, Open Interest, the Settlement, 
the PDH/PDL, and the weekly and monthly highs and 
lows.

Here, what matters is its function within the model.

The location filter

The second layer isn’t an entry signal. It is a filter that 
defines  where  it  makes  sense  to  look  for  flow 
confirmation.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

When price reaches a level with concentrated liquidity
—open  positions,  resting  orders,  meaningful  price 
memory—the probability  of  a  reaction  is  qualitatively 
different from when price is in the middle of a range with 
no  relevant  reference.  That  doesn’t  mean  every 
structural  level  produces  a  reaction—not  all  of  them 
carry the same quality. Structure is dynamic: a level that 
mattered last week may have lost its significance if the 
market  has  visited  and  abandoned  it  several  times 
without a meaningful reaction.

What it does mean is that outside structural levels, the 
probability that a flow signal produces a sustained move 
drops sharply. Imbalances in the middle of a range with 
no structure are statistical noise. Imbalances at the edge 
of an HVN, at a PDH breakout, or in defense of the VWAP 
have context.

A  common  case  illustrates  it.  The  NQ  has  built  a 
composite profile over three sessions with a clear HVN in 
the 21,400–21,420 zone and an LVN between 21,450 and 
21,480.  Price  opens  at  21,460—inside  the  LVN—and 
starts falling toward the HVN.

At 21,440, halfway between the LVN and the HVN, a 
cluster  of  volume  appears  on  the  Bid:  two  hundred 
contracts of selling aggression, and price stops moving 
for  two  candles.  It  is  real  activity—someone  on  the 
passive  side  is  buying  there.  But  the  level  has  no 
meaningful  price memory.  It  isn’t  an HVN where the 
market spent time. It isn’t the edge of the Value Area. It 
isn’t the VWAP. It is a mid-range price where someone 
decided to buy, but where there is no structural reason 
for others to join in.

Twenty minutes later, price reaches 21,410—the heart 
of the HVN—and the same absorption appears, but now 
with four hundred contracts  and the CVD starting to 
turn. Same technical phenomenon. Opposite structural 
context.  The first case was activity in a vacuum. The 
second is activity where the market has reasons to react.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The stop that has a reason to exist

The second layer contributes something no flow tool can 
give on its own: the logical stop.

If you enter at a specific structural level and that level 
breaks  decisively,  the  thesis  dies.  Not  because  a 
technical  pattern  says  it  broke,  but  because  the 
concentrated liquidity that supported the thesis is  no 
longer there. The stop that Order Flow lets you build is 
structural, not cosmetic.

There are traders who read the Footprint with genuine 
precision but  whose stops have no structural  reason: 
they sit where the risk is acceptable for the account, not 
where the thesis is invalidated. The second layer is what 
lets  you  build  stops  that  make  sense.  It  isn’t  about 
ignoring  money  management—it’s  about  sizing  the 
position so the risk your wallet can take matches the 
market’s real invalidation point, or simply passing on the 
opportunity.

The order of the sequence

The correct sequence is: first identify the relevant levels 
before the market opens, then wait for price to reach one 
of those levels before activating the flow reading.

Most people do it backward: open the Footprint, see a 
signal, then retroactively search for a structural reason 
to justify it. That process produces biased confirmations. 
If you look for the reason after seeing the signal, you’ll 
always find something that justifies the entry. And when 
the trade doesn’t work, you find another reason to have 
taken it anyway.

Confirmation bias operates with particular efficiency 
on high-resolution data.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The correct order is the opposite: identify the level 
first, then wait there for flow confirmation. If there’s no 
signal when price arrives, there’s no trade. If the signal 
appears somewhere else, there’s no trade. That is the 
filter. And it is one of the hardest to apply consistently, 
because  it  requires  not  acting  when  there  is  visible 
activity on screen.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

3. Layer 3 — The Footprint’s micro-
confirmation

The first two layers are necessary but not sufficient. They 
can tell you the market is in an uptrend and that price has 
just reached a relevant HVN in the composite profile. 
That is a favorable context. It is not an entry.

The third layer is what turns context into a decision: 
evidence, at the exact price level and the exact moment, 
that there is real institutional activity in the direction the 
session narrative anticipates.

That  evidence  can take  different  forms—Chapter  6 
develops them with technical precision—but its function 
is  always  the  same:  to  confirm the  presence  of  real 
liquidity. When the Footprint shows absorption—heavy 
aggressive selling volume on the Bid without price giving 
way—that is evidence of enough passive buying liquidity 
at  that  level.  The  mechanics  are  symmetric:  selling 
absorption appears as heavy aggressive buying volume 
on  the  Ask  without  price  advancing.  When  that 
absorption  is  followed  by  aggression  in  the  opposite 
direction—imbalances on the Ask if the absorption was 
buying, on the Bid if it was selling, Stacked Imbalances 
that  track  price  advancing  level  by  level—the  thesis 
completes. It isn’t just defense: it’s a counterattack.

The  third  layer  can  also  show  an  absence  of 
confirmation.  If  price  reaches  the  level  with  all  the 
context favorable and the Footprint shows no absorption, 
no  quality  imbalances,  no  recognizable  institutional 
activity—only  distributed volume with  no imbalance—
that is also a data point. Without flow confirmation, there 
is no trade, even if the context is perfect.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

Where the tension resolves

Consider this scenario. The NQ has spent forty minutes 
moving sideways in a thirty-point range. There is no clear 
session  narrative  yet:  the  Initial  Balance  is  staying 
narrow, price hasn’t left the range, the CVD oscillates 
without building direction.

At  the  bottom  of  that  range,  at  a  level  with  no 
relevance in  the composite  profile  or  in  the previous 
day’s  references,  a  technically  flawless  absorption 
appears:  four hundred contracts of  selling aggression 
executed  on  the  Bid  across  two consecutive  candles, 
price doesn’t give, and on the following candles delta 
rotates positive as aggressive buying appears on the Ask.

If you read only the third layer, you have a long entry. 
The signal meets every technical criterion.

But the first layer says the market hasn’t established 
direction. There’s no evidence that the participants with 
size are committed to any move. And the second layer 
says that level isn’t on the map: no HVN, no relevant 
institutional reference at that price. The absorption is 
happening in the structural void of the range.

What  happens  often?  Price  bounces  two  or  three 
points—enough for whoever entered to feel validated—
and then comes back and breaks through the level. The 
absorption was real: someone bought there. But it was 
range activity, not institutional activity committed to a 
directional move.

The  third-layer  signal  was  technically  correct.  The 
context from the first two turned it into noise.

The  technical  quality  of  a  flow  signal  and  its 
probability  of  producing  a  sustained  move  are  two 
different  things.  The  Footprint  measures  technical 
quality.  Session  context  and  structure  determine 
probability. You need all three layers to make a decision 
with probabilistic sense.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

4. The universal mistake: trading Layer 3 
without context

The  mistake  has  an  understandable  cause.  The  third 
layer is the most visible, the most immediate, the most 
stimulating. The first two are groundwork that generates 
no signals of its own, but shapes the meaning of every 
signal the third layer produces.

The result is predictable: a win rate hovering around 
50%,  with  winning streaks  that  build  confidence and 
losing streaks that erode capital. The winning streaks 
happen when the signals accidentally coincide with the 
right  context.  The  losing  ones,  when  the  signals  are 
technically correct but the context is adverse. From the 
inside, that pattern looks random.

The  trader  with  a  good  Footprint  read  doesn’t 
understand why an absorption works perfectly one day 
and fails the next under apparently similar conditions. 
The answer is almost always in the first layer: the session 
context  was  different.  One  day  the  market  was  in 
rotational mode and the absorption at the edge of the 
range had all the probability in its favor. The other day it 
was  in  trend  continuation,  and  the  absorption  was  a 
momentary  pause  before  the  move  continued.  The 
technical read was correct in both cases. The context was 
different.

Two consecutive days on the NQ show exactly how 
that difference plays out.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

Tuesday. The NQ opens below the PDL with a narrow 
Initial Balance. Price tries to return to the previous day’s 
range, fails at the PDL, and pulls back. On the rejection 
candle, the Footprint shows three consecutive levels of 
selling imbalances on the Bid, cumulative delta negative, 
volume concentrated in the lower half of the candle. The 
interpretation  is  clean:  supply  is  aggressing,  demand 
doesn’t show up, the level gives way from above. Price 
falls thirty points over the next hour. The trader who read 
the rejection at the PDL and went short had a great day. 
The  flow  signal  coincided  with  a  market  in  bearish 
exploration mode, and the PDL acted as exactly what it 
was in that context: the day’s technical ceiling.

Wednesday. Same instrument, same level. The NQ opens 
just below the PDL again, but the Initial Balance is wide 
and price breaks above the PDL with a fast move that 
holds. Thirty minutes later, price comes back to test the 
PDL from above, and on the Footprint of  that candle 
something appears that, at first glance, looks a lot like 
yesterday: imbalances on the Bid, delta negative, volume 
concentrated. But at the lowest level of that candle there 
is something Tuesday’s didn’t have: a cluster of heavy 
volume on the Bid that halts price.

The trader who went short on Tuesday repeats the 
entry. And this time price bounces eight points off the 
PDL, consolidates, and keeps climbing.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

On the surface the two footprints look alike. The first 
three levels with selling imbalances are nearly identical. 
The difference is at the lower end of Wednesday’s candle
—the cluster where the absorption made itself known, 
which  Tuesday  didn’t  have—and  the  opposite 
continuation. The cause is the opposite. On Tuesday, the 
negative delta and the imbalances on the Bid were the 
footprint  of  sellers  aggressing  a  level  nobody  was 
defending:  the  aggression  cuts  straight  through  the 
levels and price keeps falling. On Wednesday, the same 
aggression finds passive buyers at the last level, ready to 
absorb all  the supply that arrives. The negative delta 
doesn’t  express  directional  intent—it  expresses 
initiative. When the PDL is the ceiling of the day, selling 
aggression at that level is a return move. When the PDL 
is the floor of the day, that same selling aggression is the 
raw material passive buyers need to build the base of the 
bounce.  The  execution  mechanics  are  the  same.  The 
meaning  is  opposite  because  the  day’s  structure  is 
opposite, and the market gives it away at the last level of 
the candle—that’s the detail context lets you see and an 
isolated reading misses.

From inside the trade, the trader sees two days that 
looked  alike  and  produced  opposite  results.  From 
outside, with the first layer built in, the two days were 
completely  different  before  the  Footprint  showed 
anything. And what looked like the same signal, seen 
through the correct narrative, was actually two different 
signals with two different names: rejection on Tuesday, 
support absorption on Wednesday.

The late-signal trap

There is a subtler version of the same mistake, one that 
affects  even  traders  who  have  already  grasped  the 
importance of context.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The  trader  waits  patiently  for  the  right  structural 
level. The session narrative is confirmed. Every part of 
the  context  is  favorable.  Price  reaches  the  level,  but 
without the perfect flow signal they were waiting for. 
Price moves in the anticipated direction without ever 
giving the exact confirmation they wanted.

And on the next attempt, frustrated at having missed 
the previous move, they enter with an even lower-quality 
confirmation,  because  they  no  longer  have  the  same 
patience.

This is a first-layer error that shows up in the third 
layer: impatience generated by the fear of missing the 
move, which drives the confirmation standard down at 
exactly the moment emotional pressure is highest.

The solution is not more tolerance for lower-quality 
signals.  It  is  understanding  that  missing  a  well-
contextualized move without the right signal  is  not a 
mistake. It is exactly what the model demands. The next 
relevant structural level will come. Don’t act on a low-
quality signal just because the context is good.

5. How a professional trader makes 
decisions

The difference between the trader who uses all  three 
layers and the one who uses only the third isn’t decision 
speed. An experienced trader can go from reading the 
narrative to identifying the level to confirming flow in 
seconds, once price reaches the level they had marked. 
The decision is fast. The process that precedes it is not.

Before the open: the invisible work

The trader who trades only the third layer starts when 
they turn on the screen. They open the Footprint, wait for 
something to catch their eye, react. The signal precedes 
the context.

56

Copyrighted Material

Copyrighted Material



Chapter 3 — Three Layers: The Book’s Core Decision Model

The trader who trades all three layers starts before the 
market opens. They build the session narrative from the 
available references: where price closed yesterday, what 
price did on the overnight Globex session, where price 
stands relative to the composite VWAP, where the PDH 
and PDL are, what the volume profile of the last few 
sessions showed. They identify the two or three levels 
where it makes sense to look for an entry if the narrative 
confirms. They set the day’s hypothesis—trend, rotation, 
no opportunity—and the scenarios that would invalidate 
it.

An ordinary Thursday. The trader opens the platform 
an hour before the New York open. They check: the NQ 
closed  yesterday  at  21,385,  just  above  the  week’s 
composite POC at 21,370. The overnight Globex session 
has risen to 21,430 on no significant volume—fewer than 
40,000 contracts across the entire Asian and European 
session. The five-day composite VWAP sits at 21,350. The 
PDH is at 21,445, a level price has rejected twice this 
week.

Working hypothesis: if price opens inside the Globex 
range and the Initial  Balance is  narrow, the day will 
probably  be  rotational  between  21,350  (composite 
VWAP)  and  21,445  (PDH).  Tradable  levels:  21,370 
(composite POC, possible intraday support) and 21,440–
21,445  (PDH  rejection  zone,  possible  resistance). 
Invalidation scenario: if price breaks the PDH on RTH 
volume  clearly  above  the  first-hour  average,  the 
rotational hypothesis dies and the day shifts to a bullish 
trend.

With those three lines written before the open, the 
trader has two levels where they’ll activate the Footprint 
and  a  criterion  for  abandoning  the  hypothesis. 
Everything that happens between 21,370 and 21,440 is 
observation, not trading.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

When the market opens, that trader already knows 
where they’re looking. They aren’t reacting to everything 
that happens. They are waiting for price to reach the 
levels  they  identified,  and  meanwhile  they  watch 
whether or not the narrative confirms.

What they do in the moments when price isn’t near any 
relevant level  is  observe.  Not act.  The Footprint  may 
show  interesting  activity  in  the  middle  of  the  range 
between  two  important  references.  The  professional 
recognizes  it  as  such,  because  they  know  it  isn’t 
happening  at  any  of  the  places  they  had  marked  as 
tradable.

That ability not to act when there is visible activity on 
screen  is,  paradoxically,  one  of  the  hardest  skills  to 
develop—and one of the most profitable.

During the session: managing the hypothesis, not 
defending it

A  session  hypothesis  is  a  provisional  position,  not  a 
conviction. It must be updated when the data contradicts 
it.

An  unexpected  macro  data  point  can  change  the 
session  mode  in  minutes.  A  move  outside  the  Initial 
Balance  that  returns  quickly  can  signal  that  an 
exploration  failed  and  that  the  day  is  going  to  be 
rotational. A massive absorption at a level you hadn’t 
identified as relevant can signal institutional activity at a 
price that deserves attention.
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Chapter 3 — Three Layers: The Book’s Core Decision Model

The  professional  trader  updates  the  hypothesis 
without clinging to it. Not because they are flexible in 
some vague sense, but because their decision-making 
process is built on the hypothesis, not on certainty. When 
the  hypothesis  changes,  the  set  of  tradable  levels 
changes. When the session mode changes, the direction 
of  the  search  changes.  What  doesn’t  change  is  the 
sequence: narrative → structure → flow confirmation. It 
applies to the updated hypothesis exactly as it did to the 
original one.

Consistency of process, not of prediction

That  stability  is  the  foundation  of  consistency.  The 
consistent trader isn’t the one who is always right. It is 
the one who applies the same process systematically—so 
that  when  a  trade  fails,  they  can  tell  the  difference 
between a process error and a well-structured trade the 
market simply didn’t favor.

That distinction matters because only process errors 
are fixable. Well-structured trades that don’t work out 
are  the  inevitable  statistical  cost  of  operating  in  a 
probabilistic environment.

Without the three-layer model, that distinction isn’t 
possible. Every failure looks the same: the market did 
something unexpected. With the model, the failure has a 
name: I entered without a clear session narrative, or I 
entered outside a structural level, or I entered on a low-
quality Footprint signal. Each of those mistakes has a 
different remedy.
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Chapter 4 — The Session 
Narrative: Reading What the 
Market Is Trying to Do

There’s  a  specific  moment  in  the  development  of  an 
Order Flow trader that usually goes unnoticed. It’s the 
moment  he  learns  to  read  the  Footprint  with  some 
fluency—he identifies imbalances, distinguishes genuine 
absorption from noise, interprets the delta—and believes 
he  now  has  everything  he  needs.  The  screen  starts 
talking to him. The signals become legible. And he starts 
losing money without knowing why.

The signals were real. The execution was correct. The 
stop was reasonably tight. But price went the wrong way, 
or it went the right way for two points and turned without 
warning, or the market sat frozen for two hours while 
opportunity cost piled up.

The reason is  invariably  the same:  he was trading 
signals without context. The hierarchy from Chapter 3—
narrative,  structure,  confirmation—requires  the  first 
layer to be built before you go looking for signals in the 
third. This chapter is devoted to building that first layer 
from scratch.

1. Phases of the intraday auction and their 
transitions

The market at 9:31 EST is not the same market at 11:45, 
or at 15:20. Price trades on the same instrument, on the 
same chart, with the same tools. But what happens at 
each  moment  is  radically  different,  and  reading  it 
without accounting for the phase you’re in is like trying 
to harvest tomatoes without knowing whether it’s winter 
or spring.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The Nasdaq’s RTH session has an internal structure 
that repeats with enough regularity to be tradable. Not 
every  day  unfolds  the  same way,  but  they  do  unfold 
within a limited set of archetypes. Recognizing them isn’t 
predicting. It’s knowing what information is relevant at 
each moment—which Footprint signals carry weight and 
which don’t.

62

Copyrighted Material

Copyrighted Material



Fi
g

u
re

 4
.1

 —
 T

im
e
 s

tr
u
ct

u
re

 o
f 

th
e
 N

a
sd

a
q

 R
T
H

 s
e
ss

io
n
 (

9
:3

0
–1

6
:0

0
 E

S
T
).

 T
h
e
 r

e
la

ti
v
e
 v

o
lu

m
e
 c

u
rv

e
 s

h
o
w

s 
th

e
 

ch
a
ra

ct
e
ri

st
ic

 U
-s

h
a
p
e
d
 p

a
tt

e
rn

: 
m

a
x
im

u
m

 a
ct

iv
it

y
 a

t 
th

e
 o

p
e
n
 a

n
d
 c

lo
se

, 
m

in
im

u
m

 i
n
 t

h
e
 m

id
d
le

 b
lo

ck
.

Copyrighted Material

Copyrighted Material



Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The open: the period of greatest noise and greatest 
information

The first thirty to forty-five minutes of the RTH session 
are simultaneously the period of  greatest  information 
density and the period of greatest danger for the Order 
Flow trader.

The open concentrates the resolution of everything 
accumulated  since  the  previous  close:  the  overnight 
Globex price, the macro data released in the small hours, 
the European flow that has been trading for hours and 
now crosses paths with American capital. That collision 
opens a price-discovery period—the auction searching 
for  the  level  where  supply  and  demand meet—which 
tends to resolve with wide moves, high execution speed, 
and  Footprints  with  intense  activity  across  multiple 
levels.

For  the  most  part,  that  intense  activity  isn’t 
directional. It’s rebalancing. Institutional algorithms are 
adjusting  overnight  exposure,  hedge  funds  are 
establishing positions based on the underlying stocks’ 
open, market makers are recalibrating their inventories. 
The result is that the Footprint in the first few minutes 
can  show buying  absorption  followed by  stacked  sell 
imbalances  in  the  same  candle,  because  participants 
with different objectives are acting simultaneously.

Practical  implication: the first thirty minutes aren’t 
tradable for an Order Flow trader who doesn’t yet have 
the experience to distinguish institutional rebalancing 
from  directional  positioning.  The  signal  exists.  The 
context that validates it is still being built.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

What is  tradable  during the open is  the  structural 
read. Not of concrete signals—not yet—but of first-order 
questions: does price defend a gap, or does it close it? 
Does the open occur inside the previous session’s Value 
Area, or does it break above or below with conviction? 
Does  the  Footprint  on  the  first  pullbacks  show 
absorption, or do levels give way without resistance?

Each of  those answers is  a paragraph in the day’s 
narrative.

A bullish gap that gets defended—price opens above 
the previous RTH close, falls on the first pullback toward 
that level, and the Footprint shows buying absorption: 
volume on the Bid that doesn’t push price down, negative 
delta without giving ground—tells you that someone with 
size  wants  to  go  long  and  is  willing  to  defend  that 
position right from the open. That’s not a setup; it’s the 
first data point in the narrative.

A bullish gap that closes within the first ten minutes, 
with aggressive sellers sweeping back to the previous 
close level without meeting resistance, tells the opposite 
story. The open was a trap for buyers who chased the 
overnight move.

The direction of the gap doesn’t define the bias. The 
market’s response to that gap does.

The Initial Balance: the auction finding its range

Between 9:30 and roughly 10:30 EST, the market builds 
the Initial Balance: the range defined by the high and low 
of the first thirty to sixty minutes of trading. The next 
section of this chapter develops it in detail. Here, what 
matters  is  understanding  it  as  a  phase-transition 
element.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

While the Initial Balance is forming, the auction is in 
exploration mode. The market doesn’t yet know what the 
day’s  value  range  is.  It’s  searching  for  the  extremes 
where  aggression  meets  enough  resistance  to  stop. 
During that period, the Footprint signals at the edges of 
the emerging range are the most informative about the 
day’s structure, because the market is testing whether 
there’s institutional interest in defending or attacking 
those levels.

When the Initial Balance ends—when a pullback or 
advance from one extreme brings price back inside the 
range,  or  breaks  an  extreme—the  auction  has 
provisionally found its value area. What happens next 
defines the day’s character.

The main trading window: when the three layers 
converge

Once the Initial Balance closes—usually between 10:15 
and  10:30  EST—and until  roughly  12:00,  the  market 
enters the highest-quality trading period of the day. The 
day’s hypothesis has its first structural data point, and 
volume, while no longer as chaotically dense as in the 
first  few  minutes,  still  carries  enough  mass  for  the 
Footprint signals to be credible.

This is where the three-layer model works with the 
greatest precision. The narrative already exists: the IB 
has  told  you whether  the market  is  exploring in  one 
direction  or  searching  for  balance.  The  structure  is 
marked: the IB extremes, the VWAP, the pre-session map 
levels.  What’s missing is  the micro confirmation.  And 
that confirmation, when it arrives during this block, has 
the volume behind it to hold up.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The first test of the Initial Balance extremes almost 
always happens in this period. How that test plays out—
and the three scenarios it can produce—is what section 2 
of this chapter develops. What matters here is that the 
main trading window is when the day’s character is set 
with real mass behind it, not with the noise of the open or 
the thin liquidity of midday.

On  a  trend  day,  this  block  produces  the  best 
continuation trades. On a rotational day, the cleanest 
edge rejections. Section 3 details which setups fit each 
type of day. What’s constant in both cases is that signal 
quality, the volume backing it, and the clarity of context 
are better aligned than at any other point in the session.

What  makes  this  window  special  isn’t  any  single 
factor. It’s the convergence: you have narrative, you have 
level,  you  have  mass.  That  combination  degrades 
afterward and usually doesn’t return until the close.

The low-density period: form without substance

The transition between the main trading window and the 
low-density period isn’t a clean cut at a specific time: it’s 
a fade you detect in the progressive drop in volume, not 
on  the  clock.  From  roughly  12:00  EST  onward,  the 
session’s  character  changes.  Volume  falls.  Volatility 
compresses.  The  market  frequently  enters  a  value-
seeking  process  around  the  daily  VWAP,  with  price 
oscillating in  both directions without  leaving a range 
defined  by  the  Initial  Balance  extremes  or  nearby 
structural zones.

This is a suboptimal period for the Order Flow trader, 
and for a precise reason: the Footprint keeps generating 
signals with the right shape but not the substance. A 5:1 
imbalance with volume thirty percent below the morning 
average isn’t the same signal as that same ratio during 
the  main  window.  Volume  context  is  what  grants  or 
withdraws credibility from any flow signal. Form without 
mass is decoration.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

What you can read during this block are accumulated 
divergences. If price makes a new high for the day but 
the  CVD has  been flat  or  falling  for  twenty  minutes, 
aggressive buyers are running out of steam even though 
price hasn’t  reflected it  yet.  That  exhaustion isn’t  an 
immediate entry signal. It’s a narrative shift in progress. 
When price tries the high again with less delta than the 
previous  attempt,  against  a  relevant  structural  level, 
what  you’ll  see  on  the  Footprint—selling  absorption, 
rejection, stacked imbalances in the opposite direction—
will be the resolution of a narrative you’ve been reading 
for forty minutes.

The low-density period isn’t dead time. It’s where the 
narratives that resolve later get built. Whoever ignores it 
arrives at the close with no context. Whoever tries to 
trade it pays the price of validating signals that look good 
but lack mass. The correct read is to observe, accumulate 
context,  and not  confuse the ability  to  read with the 
obligation to act.

The close: when volume comes back

The  last  forty  to  sixty  minutes  of  the  RTH  session 
concentrate institutional activity for converging reasons: 
index-tracking ETFs need to square their creation and 
redemption mechanisms against the closing NAV, VWAP 
algorithms  concentrate  execution  where  the  natural 
volume curve is highest, and options hedging—gamma 
hedging—intensifies as the close approaches. The result 
is  an  observable  pattern:  volume  rises  consistently 
relative to midday.

That increase has a direct implication: signals carry 
weight again. An imbalance at 15:30 EST isn’t the same 
as an imbalance at 12:45. The mass behind it tends to be 
significantly greater.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

On trend days, the closing block typically resumes the 
morning’s move. Institutions that didn’t complete their 
execution during the open finish here, with the added 
urgency of the approaching close. During this period, the 
Footprint  frequently  shows  acceleration  in  the  day’s 
dominant  direction:  rising  volume,  consistent 
imbalances, delta that confirms.

On rotational  days,  the  close  can produce a  sharp 
move toward one of the day’s range extremes—almost 
always toward wherever more liquidity has accumulated
—followed by an equally sharp reversal before the bell. 
Those  moves  have  all  the  visual  characteristics  of  a 
breakout and all the substance of a liquidity trap.

The transitions

Understanding  the  phases  isn’t  enough  if  you  can’t 
identify  when  they  change.  The  transitions  between 
phases are the moments when the day’s narrative gets 
rewritten.

The transition from open to trading window happens 
when the Initial Balance ends and price attempts to leave 
it. The three breakout scenarios from section 2—the ones 
that  resolve  the  first  test  of  the  IB—apply  here:  the 
outcome of that first test classifies the day as trending or 
rotational and determines which setups are viable.

The transition from low-density to close is easier to 
spot: it’s when volume rises visibly relative to midday. 
There’s  no exact  time.  It  happens sometime between 
14:30 and 15:30 EST,  depending on the day and the 
market environment. What announces it isn’t the clock: 
it’s the rise in volume.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The hardest transition to detect isn’t between time-
based phases, but within them: when a day that looked 
rotational shows signs of one-directional exploration, or 
when  a  trend  day  reveals  exhaustion.  Those  internal 
transitions are the hypothesis updates that section 5 of 
this chapter develops.

Trading  rules—Session  phases:  The  open  generates 
structural  information,  not  entry  signals.  The  main 
trading window (from the IB close until roughly 12:00  
EST)  is  the  highest-quality  period:  defined  narrative,  
marked  levels,  volume  with  enough  mass.  The  low-
density  period  demands  that  you  not  execute:  form 
without mass is decoration; the job is to observe and 
accumulate  narrative  context.  The  close  restores  
credibility  to  signals  because  it  restores  mass.  
Transitions  are  read  through  changes  in  volume  and 
price behavior relative to the Initial Balance extremes.

2. The Initial Balance as the day’s 
thermometer

The concept of the Initial Balance comes from Market 
Profile theory, where J. Peter Steidlmayer defined the 
session’s  reference  range  as  the  first  two  half-hour 
periods—TPO brackets A and B, in other words the first 
full hour of trading. That original definition still holds in 
modern Order Flow practice. The Initial Balance—9:30 
to  10:30  EST  in  the  RTH  session—serves  as  the 
thermometer  that  measures  whether  the  market  has 
directional intent or is searching for balance.

The working definition is  straightforward:  the high 
and low of the first hour form two boundaries. What price 
does with those boundaries for the rest of the day is the 
most  useful  information  you  have  for  classifying  the 
session’s character.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

Why the first hour and not the first fifteen minutes

An Initial Balance built on fifteen minutes is too narrow 
to  be informative.  In  fifteen minutes  the  Nasdaq can 
move  sixty  or  seventy  points  purely  from  opening 
rebalancing.  That  range  doesn’t  yet  reflect  sustained 
intent.

At thirty minutes, the initial noise has partially filtered 
out. At forty-five, most institutional rebalancing flow has 
been executed. At sixty minutes, you have the first real 
structural data point of the day: the range where the 
market chose to trade for the full first hour, with full 
participation.

That range has memory. The Initial Balance extremes 
act as reference points for the rest of the session because 
they’re anchored to prices where trading happened with 
significant volume. They aren’t levels drawn on a chart: 
they’re  the  record  of  where  supply  and  demand met 
during the day’s most active period.

How to read the width of the Initial Balance

The width of the Initial Balance—the difference in points 
between its high and its low—is the first quantitative 
data point in the day’s narrative.

A narrow Initial Balance indicates the market lacks 
directional  conviction  during  the  open.  Supply  and 
demand are roughly balanced within that range. The day 
is likely to be rotational.

A wide Initial Balance indicates that one side had clear 
control of the market during the first hour. That width 
doesn’t  happen  by  accident:  it  requires  sustained 
aggressive  volume  in  one  direction  without  enough 
resistance on the other side. It’s the first indicator that 
the day could be trending.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The  historical  average  width  of  the  NQ’s  Initial 
Balance  runs  around  100–140  points  under  normal 
volatility  conditions—in  the  2024–2025  regime;  the 
trader should recalibrate these ranges with recent data 
from their own platform. Above 200 points, the market is 
telling you the first hour had unusual conviction. Below 
60,  the  market  is  in  value-seeking  mode  with  near-
perfect  balance.  Context  matters:  a  180-point  Initial 
Balance on a CPI or FOMC day is completely normal. The 
same Initial Balance on a Tuesday with no macro data is 
an anomaly worth attention.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The four breakout scenarios

What the market does with the Initial Balance extremes 
after 10:30 defines the day’s character more precisely 
than any technical indicator.

Scenario 1: Price breaks neither extreme. The day is 
rotational by definition. Institutions have no sustained 
directional intent. The Footprint will show absorption at 
both Initial Balance extremes as price tests them. The 
setups in play are edge rejections—Setup 6 from Chapter 
13—with stops behind the extreme and targets at the 
opposite extreme or the day’s POC. This is the type of day 
with the highest success rate for reversal setups and the 
highest failure rate for continuation setups.

Scenario 2: Price breaks an extreme with conviction  
and accepts the new price. A breakout with conviction 
means:  volume above the first  hour’s  average on the 
breakout candle, cascading imbalances in the direction 
of the move, delta that confirms without divergence, no 
immediate  return  inside  the  Initial  Balance.  If  those 
conditions hold, the broken extreme becomes support or 
resistance for the first pullback: that’s where the quality 
setup  happens.  Not  on  the  breakout—that’s  already 
passed—but on the first retracement toward the broken 
extreme, when the Footprint confirms the level is being 
defended. Those conditions identify a breakout as a trend 
candidate, but confirmation comes from the next two or 
three candles: if price stays outside the range, volume 
doesn’t collapse, and no aggressive absorption appears 
in the opposite direction, the breakout is legitimate. If 
the breakout candle is the highest-volume, highest-delta 
candle of the move and the following ones lose mass, the 
scenario shifts to Scenario 3.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

Scenario  3:  Price  breaks  an  extreme but  fails  and 
returns inside. Price leaves the Initial Balance, appears 
to  confirm a  trend,  and  within  two  or  three  candles 
returns inside without the opposing side having done 
anything especially aggressive. That failed breakout is 
information in itself: the market tested new prices, found 
no interest,  and came back. The narrative updates to 
rotational, and the extreme that looked broken is now a 
resistance—or support—reinforced by the failed attempt. 
Setup 4—False Breakout with Absorption—is the natural 
setup for this scenario.

Scenario 4: Price breaks both extremes at different  
points in the session. This happens on high-volatility days 
where the market explores one direction in the morning, 
reverses,  and  explores  the  opposite  direction  in  the 
afternoon. It’s the hardest kind of day to trade because 
the  narrative  changes  completely  mid-session.  The 
correct discipline is to treat the second breakout as a 
warning signal, not an entry signal.

The Initial Balance as a reference during the close

A less-discussed  function  of  the  Initial  Balance  is  its 
relevance  during  the  closing  block.  Institutional 
execution algorithms like VWAP, TWAP, and IS distribute 
volume according to historical curves or time slices, and 
they  don’t  incorporate  technical  levels  into  their 
canonical logic. But the operators supervising them do 
manually adjust aggressiveness when price approaches 
the Initial Balance extremes, and part of the liquidity-
seeking flow—more modern algorithms with technical 
reference—does factor  these levels  into  placement.  If 
price  is  near the upper extreme as the close begins, 
selling aggression tends to increase. If it’s at the lower 
extreme, buyers see it as a value zone.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

This  dynamic  produces  an  observable  pattern:  on 
bullish  trend  days,  price  frequently  closes  above  the 
Initial Balance; on bearish trend days, below it. Not as a 
mechanical  rule,  but  as  a  statistical  result  of  the 
aggregate  behavior  of  participants  using  the  same 
references.

Trading rules—Initial Balance: Width classifies the day  
provisionally:  narrow  =  rotation  likely,  wide  =  trend 
likely. What confirms or invalidates that classification is  
the subsequent behavior at the extremes, not the width  
on its own. The four breakout scenarios determine which 
type of setup the day allows.

The quantitative thresholds presented in this chapter—
Initial  Balance  width,  volume distribution  across  time 
blocks, and imbalance ratios used to separate signal from 
noise—are  calibrated  to  the  volatility  regime  that  
dominated  the  Nasdaq  during  2024–2025.  That  
environment was characterized by a VIX in the 12–22  
zone  and  average  daily  volume  near  one  million  NQ 
contracts.  These  values  don’t  describe  structural  
properties  of  the  market;  they  describe  regime 
conditions.

When  the  regime  changes—whether  gradually  over 
several  weeks  or  abruptly  after  a  macro  event—the 
thresholds  stop  reflecting  current  dynamics.  For 
example, a 140-point Initial Balance can be typical at a  
VIX of 18, but come out narrow in a VIX-35 environment, 
where  the  average  width  can  double.  Working  with  
thresholds inherited from a regime that’s no longer in  
effect leads to incorrect day classifications, and a wrong 
classification tends to bias every decision that follows.

The solution isn’t to redo the method, but to recalibrate  
the parameters. That means periodically reviewing—at  
least quarterly, or immediately when implied volatility  
shows a clear regime shift—the average Initial Balance  
width,  average volume per time block,  and imbalance  
ratios, using recent data from the last four to six weeks.

The operating framework this book proposes is stable;  
the numerical values that accompany it must adapt to the 
current environment.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

3. Trend days, rotational days, and no-
opportunity days

Not every trading day offers tradable opportunities for 
the Order Flow trader. Telling the three types of day 
apart  early  enough—before  making  the  mistake  that 
each type produces—is a skill that separates consistent 
traders from those who win on trend days and give it 
back in rotation.

The trend day: when the market has purpose

A trend day is one where the market has made a clear 
directional decision and holds it for most of the session. 
They aren’t as frequent as the beginner trader thinks—on 
the Nasdaq they account for roughly 20–30% of trading 
days  under  normal  conditions—but  they’re  the  days 
when Order Flow performs with the greatest clarity and 
continuation setups produce their best results.

The signature starts forming before 10:30 EST. The 
Initial Balance is wide. Price breaks one of its extremes 
with volume above the first hour’s average. The CVD 
confirms without divergence. Pullbacks are brief—few 
candles,  little  depth—and  don’t  produce  significant 
absorption in the opposite direction.

The Footprint on a bullish trend day has a specific 
texture: buy imbalances appear at the lows of both the up 
candles and the pullbacks. Sell imbalances—when they 
appear—are shallow, without enough volume to sustain a 
countermove. Delta is consistently positive on impulse 
candles and negative but moderate on pullbacks.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The most common mistake on trend days is hunting for 
the turn. The trader watches price stretch away from the 
VWAP, decides the move is overextended, and looks for 
reversal  signals.  He  finds  moderate  absorption  on  a 
pullback. He goes short. The market stops him out and 
continues. That absorption was real: there were limit sell 
orders defending the level. But on a bullish trend day, 
those  passive  orders  usually  come  from  algorithms 
unloading  long  inventory  on  marginal  bounces,  not 
institutions  initiating  shorts  with  conviction.  And  the 
selling aggression that accompanies the pullback—the 
negative delta you see on the Footprint—is weak-handed 
profit-taking, not directional institutional flow. Neither 
flow—passive  or  aggressive—justifies  a  short  in  this 
context. The difference isn’t in that candle’s Footprint. 
It’s in the narrative of the whole session.

On  trend  days,  the  correct  setup  is  continuation. 
Pullbacks  toward the  broken Initial  Balance  extreme, 
toward the daily VWAP, or toward the rising POC are the 
levels where you look for Footprint confirmation in the 
dominant direction.

The rotational day: the minefield

The rotational day is the most common—roughly 50–60% 
of trading days—and the most dangerous for the trader 
who doesn’t recognize it  as such. Its signature is the 
opposite of the trend day: a narrow or medium-width 
Initial Balance, price that doesn’t break either extreme 
with conviction, CVD that oscillates without sustained 
accumulation,  imbalances  at  both  ends  of  the  range, 
produced by each side’s aggression against the opposing 
extreme and absorbed by the passive liquidity defending 
the  level.  The  characteristic  pattern  of  rotation  is 
precisely the simultaneous coexistence of imbalance and 
absorption at the same extreme: aggression that fails to 
move price because there’s enough passive size on the 
other side to hold it.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

A market in rotational mode is in equilibrium. There 
are  buyers  who  consider  prices  low  and  sellers  who 
consider them high. Price moves between the extremes 
where each side steps in, with neither able to impose 
direction.

The natural  setup for  a  rotational  day  is  the  edge 
rejection: price reaches the upper or lower extreme of 
the established range, the Footprint shows absorption 
from the opposing side, and the target is the opposite 
extreme  or  the  day’s  POC.  The  stop  sits  behind  the 
extreme, with enough room for the absorption to do its 
job  before  invalidating  the  hypothesis.  What  doesn’t 
work are continuation setups:  going long on the first 
pullback of an upward impulse on a rotational day is 
buying a ticket to the opposite end of the range, not to a 
new high.

There’s a signal that can anticipate a rotational day 
turning into  a  late-trend opportunity:  the  progressive 
deterioration of absorption at one extreme of the range. 
If  price has tested the upper Initial  Balance extreme 
three times and been rejected, and on the fourth attempt 
the Footprint shows no selling absorption—or shows it 
visibly weaker than in prior attempts—the sellers are 
getting exhausted. If that’s combined with rising volume 
on the Ask without price pulling back, buying pressure is 
escalating against a defense that’s deteriorating.

But that signal alone isn’t enough to trade. It’s the first 
filter, not the confirmation.

The problem is that this same scenario—a breakout 
after multiple rejections—is also the textbook signature 
of the false breakout. Price breaks the extreme, sweeps 
the stops stacked above it, finds the liquidity it needed, 
and reverses  back  inside  the  range.  The  institutional 
sellers  weren’t  exhausted:  they  were  waiting  for  the 
breakout  to  hand  them  a  counterparty  to  execute 
against.  Wyckoff  described  it  a  century  ago.  The 
Footprint confirms it every week.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

What separates a legitimate transition from a false 
breakout isn’t the breakout candle. It’s what happens 
after it.

In a genuine rotation-to-trend transition, the two or 
three candles after the breakout keep price outside the 
range.  Volume  doesn’t  collapse—it  holds  or  even 
increases, because trapped sellers are closing positions 
with market buys that feed the move. The CVD keeps 
accumulating after the breakout candle; it doesn’t peak 
there. And the Footprint on those subsequent candles 
doesn’t show aggressive sell imbalances reentering the 
market: supply doesn’t counterattack.

In a false breakout, the sequence runs the opposite 
way. The breakout candle is the highest-volume, highest-
delta candle of the move—it’s the climax, not the start. 
The following candles lose mass immediately. The CVD 
flattens or reverses. And most tellingly: Bid imbalances 
appear  that  weren’t  there  during  the  previous  three 
rejections.  The sellers  hadn’t  been exhausted.  They’d 
changed strategy: from passively defending the extreme 
to  waiting  for  the  breakout  to  execute  aggressively 
against it.

The  practical  difference  is  radical.  If  the  breakout 
candle is the start of the move, the first pullback toward 
the broken extreme is the Continuation Setup—Chapter 
12—with the freshly  broken level  as  support  and the 
Footprint  on  the  retracement  as  confirmation.  If  the 
breakout candle is the climax, that same pullback is the 
reversal back inside the range, and the setup in play is 
the False Breakout with Absorption—Setup 4, Chapter 
11—now in the opposite direction.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The trader who recognizes a rotational day therefore 
has two opportunities at the range extremes. The first 
and most frequent is the edge rejection while absorption 
stays solid. The second—rarer, but with more room to 
run—emerges when absorption deteriorates and price 
breaks.  But  that  second  opportunity  demands  post-
breakout  patience:  you  don’t  trade  the  candle  that 
breaks, you trade the market’s reaction to that break. 
And that reaction tells you whether you’re looking at the 
start of a late trend or the oldest trap in the market.

The no-opportunity day

Harder to identify are the days when the market has 
neither direction nor a well-defined range. The Initial 
Balance doesn’t  define clear  extremes.  Breakouts  fail 
immediately.  The  CVD  doesn’t  accumulate  in  either 
direction. Volume is normal but distributed erratically. 
Those  days  happen,  and  the  correct  response  is  to 
recognize that the environment lacks the structure this 
book’s setups require.

The cost of not trading a no-opportunity day is zero. 
The cost of trading it can be significant, both in capital 
and in the erosion of confidence in the process.

The clearest signal of a no-opportunity day isn’t what 
the market does. It’s what you can’t read. If you’ve been 
watching  for  two  hours  and  don’t  have  a  coherent 
narrative, that’s the information you need.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

Trading rules—Day type:  The Initial  Balance classifies 
provisionally.  Subsequent  behavior  at  the  extremes 
confirms. Continuation setups work on trend days and fail 
on rotational days. Rejection setups work on rotational  
days  and fail  on  trend days.  No-opportunity  days  are  
diagnosed by the absence of a coherent narrative after  
two hours of session, not by the absence of activity on the 
Footprint.

4. How to build a hypothesis before the 
market opens

A session hypothesis isn’t a prediction. It’s a provisional 
assumption about the most likely type of day, built from 
the  information  available  before  the  open,  that 
determines where to look for setups and how to interpret 
them when they appear.

The difference isn’t semantic. A prediction commits 
you to an outcome: “the market is going up today.” A 
hypothesis gives you a conditional framework: “if price 
does X in the first thirty minutes, the day is probably 
going to be Y, and in that case the setups most likely to 
work are in direction Z at levels A and B.”

The hypothesis organizes your attention. Without it, 
the trader reacts to everything that happens because he 
has  no  criterion  for  telling  the  relevant  from  the 
irrelevant. With it, he knows what he’s waiting for, and 
when the market is offering him a genuine opportunity as 
opposed to random noise.

The five pre-open information sources
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

The hypothesis is built from five sources available before 
the RTH open.

The gap relative to the RTH close. The distance and 
direction  between  the  previous  day’s  close  and  the 
current day’s first price. A significant gap—greater than 
0.5% of the instrument’s price—indicates an event or 
overnight flow moved price notably. That distance has to 
resolve: either the market accepts it and continues in the 
gap’s direction, or it rejects it and closes it.

The overnight Globex context. Not the price—that’s 
already  reflected  in  the  gap—but  the  volume  and 
structure of the move. A Globex session that rose two 
hundred  points  in  four  hours  on  fewer  than  forty 
thousand contracts doesn’t carry the same credibility as 
one that rose one hundred points on one hundred and 
twenty thousand. Low overnight volume indicates the 
move happened in thin liquidity, where relatively small 
flows produce wide moves.  When that runs into RTH 
opening volume, the gap can close quickly.

Position relative to the recent volume profile. Is price 
inside the week’s composite Value Area, above the VAH, 
or  below  the  VAL?  Inside:  higher  probability  of  a 
rotational day. Outside: higher probability of exploration 
at some point in the session.

The relevant macro levels in the immediate vicinity. 
PDH,  PDL,  Settlement,  HVN,  and  LVN  from  recent 
weeks’ profile within forty to eighty points of the current 
price. Identifying them before the open means that when 
price reaches them, you know exactly what to look for on 
the Footprint.

The day’s macro context. Are any high-impact data 
releases  scheduled?  Is  there  an  FOMC  meeting  this 
week? Is the market near a significant historical high or 
low? None of these factors alone defines the type of day, 
but all of them add context to the read.
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The format of the hypothesis

A useful session hypothesis has three elements: the likely 
day mode, the two or three levels where you’ll look for 
setups  if  the  mode  is  confirmed,  and  the  explicit 
condition that invalidates the hypothesis.

The likely day mode is the provisional classification: 
likely bullish trend, likely bearish trend, likely rotation, 
or high-risk context due to a macro event. It’s neither 
necessary nor possible to be more specific before the 
session opens.

The operating levels are the specific prices where the 
day mode produces opportunities.  In rotational mode, 
they’re  the  composite  Value  Area  extremes  and  the 
structural levels near them. In bullish trend mode, it’s 
the  first  significant  support  level  where  the  pullback 
could find buying absorption.

The  invalidation  condition  is  the  most  important 
element, and the one most often left out. A sentence like 
“if price breaks the PDH and the volume on the first RTH 
candles shows participation clearly above normal—above 
the average of recent opens—the rotational hypothesis is 
invalidated  and  shifts  to  possible  bullish  exploration” 
isn’t rhetoric: it’s the criterion that tells you when to 
update everything else.

A complete hypothesis fits in three or four sentences. 
If  you  need  a  paragraph  to  describe  your  session 
hypothesis, you’re confusing complexity with rigor.

Pre-open hypothesis  format—1. MODE: bullish trend /  
bearish trend / rotation / high macro risk. 2. LEVELS: 
level A as an entry zone in direction X + level B as an  
entry zone in direction Y. 3. INVALIDATION: if Z happens 
under conditions W, the hypothesis dies and the scenario 
becomes Q.
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Chapter 4 — The Session Narrative: Reading What the Market Is Trying to Do

A complete example

It’s Tuesday, no macro events are scheduled. The NQ 
closed yesterday at 21,650, inside last week’s composite 
Value  Area—VAH  at  21,720,  VAL  at  21,480.  The 
overnight Globex session moved price to 21,700, on total 
volume of 38,000 contracts across the whole overnight 
session: low. The Settlement is 21,655. Yesterday’s PDH 
is 21,700, a level that coincides with the Globex high. The 
composite  volume  profile  from  the  last  five  sessions 
shows a clear HVN at 21,620, an LVN at 21,530, and the 
VAL at 21,480.

Hypothesis: the day is likely to be rotational. Price is 
inside the weekly Value Area, the Globex rose on low 
volume—the fifty-point gap doesn’t have much weight 
behind it—and yesterday’s PDH at 21,700 is  the first 
natural resistance level.

Tradable  levels: 21,700–21,710 as  a  short-rejection 
zone if  the Initial  Balance touches that  level  and the 
Footprint shows selling absorption. 21,610–21,620 as a 
long-support zone if price pulls back to the composite 
profile’s  HVN  and  the  Footprint  shows  buying 
absorption.

Invalidation  condition: if  price  breaks  21,710  with 
bullish stacked imbalances and volume clearly above the 
first hour’s average, the day shifts to bullish exploration 
and the rejection scenario at 21,700 is invalidated.

With  that  hypothesis  written  before  the  open,  the 
trader  arrives  at  9:30  EST  knowing  exactly  what  to 
expect. If price reaches 21,700 and the Footprint shows 
selling absorption: start looking for a short entry. If price 
breaks  21,710  under  the  defined  conditions:  the 
rotational hypothesis dies, and the first pullback toward 
21,710  from  above  is  where  you  look  for  buying 
absorption to go long. If price doesn’t reach either level 
before 11:00 EST: observe, don’t act.
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5. What invalidates a hypothesis, and when 
to abandon it

The session hypothesis  is  a  provisional  position.  Like 
every provisional position, it has a stop. The stop on a 
hypothesis isn’t a loss of money. It’s a condition of price, 
volume,  or  flow  that  makes  the  original  narrative 
untenable.  Defining  it  before  the  open—as  part  of 
building  the  hypothesis,  not  as  a  reaction  to  what 
happens—is  what  separates  professional  management 
from wishful thinking.

The four categories of invalidation

Invalidation by price. Price crosses a structural level the 
hypothesis  assumed  as  a  boundary.  The  response  is 
direct:  the  hypothesis  dies.  There’s  no  internal 
negotiating, no “let’s see if it comes back.” The narrative 
updates and the tradable levels change accordingly.

Invalidation  by  Footprint  behavior. The  hypothesis 
assumed price would find absorption at a specific level. 
Price  reaches  the  level,  but  the  Footprint  shows  no 
absorption:  it  shows  pass-through—volume  crossing 
without resistance—or imbalances in the direction of the 
move. The event the hypothesis expected isn’t there with 
enough size. The response isn’t necessarily to rewrite the 
whole narrative: it’s to recognize that the level didn’t 
work and wait for the next relevant one.

Invalidation by macro data. A first-tier data release 
during  the  session  automatically  invalidates  any 
hypothesis built  before its  arrival.  The response is  to 
wait: let the initial move finish and let the market find its 
new equilibrium before building a new hypothesis with 
the post-release context. How long that process takes 
depends on the type of event—a CPI print resolves faster 
than an FOMC decision with a press conference—and 
Chapter 7 develops the full protocol for each case.
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Invalidation by time structure. Two hours have passed 
and price hasn’t reached any of the identified levels, or 
the market has spent hours in a narrow range doing 
nothing. That inaction is information: the market doesn’t 
have  the  structure  the  hypothesis  expected.  The 
response can be to classify the day as “no opportunity,” 
or to update using the data the session has provided.

The balance between patience and rigidity

There  are  two  opposite  mistakes  in  managing  a 
hypothesis.

The first is updating too soon. Price approaches the 
invalidation condition without reaching it. Uncertainty 
produces anxiety. The trader abandons the hypothesis. 
Price turns and produces exactly the move the original 
hypothesis anticipated. The invalidation condition exists 
precisely to keep emotional discomfort from overriding 
criteria  defined in  cold  blood.  If  the  condition  hasn’t 
triggered, the hypothesis still stands.

The second is  updating  too  late.  Price  crosses  the 
condition, but the trader doesn’t recognize it because 
“the move looks overdone” or “it’s bound to come back.” 
The hypothesis turns into bias. And bias has no stop.

The solution is a condition written before the open—
concrete,  measurable,  unambiguous—that  acts  as  an 
external  mechanism. When it  triggers,  the hypothesis 
changes.  Discipline  isn’t  in  the  emotion:  it’s  in  the 
process defined in cold blood and executed in the heat of 
the moment.
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How many times it can be updated

On normal  days,  the hypothesis  usually  gets  updated 
once or twice. Once when the Initial Balance closes and 
confirms or contradicts the expected mode, and again 
when  a  breakout  or  a  failed  breakout  changes  the 
session’s  character.  On  macro-data  days,  it  can  be 
updated three or four times.

What doesn’t work is updating every time price moves 
the  wrong  way  for  ten  minutes.  A  framework  that 
changes every ten minutes isn’t a framework.

The hypothesis and the decision-making process

The session hypothesis doesn’t produce setups. Setups 
are  produced  by  the  confluence  of  the  narrative  the 
hypothesis establishes, the structural levels Chapter 5 
identifies,  and  the  flow  confirmation  the  Footprint 
provides. The hypothesis is the first layer. Without it, the 
other two have no direction.

The trader who arrives at 9:30 EST with a hypothesis 
already  built,  two  levels  identified,  and  a  written 
invalidation condition has a decision structure that lets 
him act quickly when the opportunity appears—because 
he’s  already  done  the  groundwork—and stay  inactive 
when it doesn’t—because he knows what he’s waiting 
for.

That  preparation  doesn’t  guarantee  results.  No 
analytical  framework does.  What it  does guarantee is 
that  the  decisions  made  during  the  session  are  the 
product  of  a  coherent  process,  not  reactions  to 
momentary stimuli.

Trading  rules—Hypothesis  invalidation:  Define  the 
invalidation condition before the open, not during the  
session. Four categories: price, Footprint, macro data,  
time structure.  A  framework that  changes  with  every  
fluctuation  isn’t  a  framework.  Update  only  when  the 
predefined condition triggers or when structurally new 
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information justifies it. One or two updates on a normal  
session; three or four on macro days.
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Chapter 5 — The Map: The 
Levels That Matter Before You 
Look at the Footprint

Chapter 4 established that session narrative is the first 
layer  of  decision-making.  Before  you look at  a  single 
Footprint number,  you should already know what the 
market is trying to do that day, what kind of session it’s 
building, and what hypothesis you’re going to manage 
while it trades. That’s the job of the narrative layer.

This chapter builds the second layer: structure. The 
where.

Not the where in the abstract sense—“the price is at 
support”—but the where as a specific question: at which 
levels does it make sense to act, and why those and not 
the others?

The answer isn’t in the Footprint. It’s in the map you 
build before the market opens.

A note before we start. This chapter works with tools—
volume  profile,  VWAP,  Value  Area—that  the 
intermediate-to-advanced  reader  is  probably  already 
using.  The levels  are the same ones you know; what 
changes is the tool you use to confirm them. Instead of 
candle patterns or indicator divergences, confirmation 
comes from the Footprint: absorption, delta, imbalances. 
Each concept is briefly defined the first time it appears; 
the discussion focuses on how to use it inside the three-
layer model.
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Footprint

Figure 5.1 — RTH session profile across two day types. On the left, an 
uptrend day (P-shaped profile). On the right, a rotational day (D-
shaped profile).
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1. Volume profile: session vs. composite

Almost every trader makes the same mistake when they 
discover  the  volume profile,  the  horizontal  histogram 
showing how much volume traded at each price level: 
they treat it as a single tool, and for months they use it as 
if it were always the same thing. POC is POC. Value Area 
is Value Area. They don’t distinguish between the session 
profile and the composite profile because the charting 
interface presents them the same way.

They’re  two  maps  that  answer  different  questions. 
Confusing  them produces  incorrect  context  readings, 
and incorrect context readings produce trades that look 
like signal and behave like noise.

The session profile: the active auction

The session profile records what’s happening today. Only 
today. On the Nasdaq, where intraday volatility can be 
extreme, it’s a short-range radar: it shows you whether 
the  market  is  in  value  generation—building  range, 
accepting prices, seeking efficiency—or in value seeking, 
meaning trending, rejecting levels, and migrating toward 
a new equilibrium.

To read it with operational judgment, you need to work 
with RTH hours—9:30 a.m. to 4:00 p.m. EST—because 
that’s where the real institutional volume concentrates. 
The overnight session can move thirty points, but if only 
ten thousand contracts participated in that move while 
the regular session crosses that many in its first fifteen 
minutes,  the  story  the  overnight  tells  carries  weight 
proportional to its mass, not its displacement.

Three  elements  of  the  session  profile  deserve 
operational attention.
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The daily POC—Point of Control, the level where the 
most contracts crossed during the session—represents 
the price where buyers and sellers spent the most time in 
agreement. A POC high in the day’s range indicates that 
consensus  was  built  at  high  prices:  the  market  was 
willing to pay that price consistently. A low POC says the 
opposite.  A  POC  that  migrates  upward  through  the 
session tells a story of progressive acceptance at higher 
levels; a POC that lags behind while price rises without 
building  volume  at  the  levels  reached  tells  another: 
extension without conviction, exploration that hasn’t yet 
found acceptance.

The Value Area—the price range that encompasses 
roughly  70%  of  the  session’s  volume—delimits  the 
territory  of  consensus.  Trading  inside  it  implies  that 
neither side has clear control and the market tends to 
rotate between its extremes. Trading outside it, in the 
direction of the break, implies that someone has decided 
the price needs to go elsewhere, and the market needs to 
accept or reject that thesis.

The extremes of  the Value Area—VAH (Value Area 
High) and VAL (Value Area Low)—are the borders of 
consensus.  The  VAH  is  the  highest  price  within  the 
central 70% of volume; the VAL, the lowest. When price 
trades between the two, it’s inside accepted territory. 
When it steps outside, it’s exploring.

A  scenario  that  repeats  frequently  on  the  Nasdaq: 
price opens with a gap outside the previous session’s 
Value  Area  and  starts  building  volume above  it.  The 
session  profile  begins  forming  in  that  new  territory. 
When the daily POC moves away from the prior range 
with  no  serious  attempt  to  return,  the  market  is 
migrating. In those contexts, reversion strategies back 
toward the previous Value Area tend to be unfavorable: 
the map says price has found a new equilibrium; ignoring 
that to chase a reversion because it “went too far” is 
trading an opinion, not a reading.
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The  limitation  of  the  session  profile  is  its  lack  of 
memory. It only knows what happened today. If today’s 
POC sits at 21,450, it doesn’t know whether that level 
carries weeks of history, whether it’s a new price with no 
past reference, or whether it coincides exactly with the 
four-week  composite  POC.  The  composite  profile 
supplies that memory.

The composite profile: the architecture of the 
market

The composite profile aggregates activity from multiple 
sessions—weeks or months—into a single histogram. In 
doing so, it strips out the noise of daily news, and what 
remains are the levels where the market has consistently 
chosen to do business: the institutional memory of price.

Its two fundamental references are the HVN and the 
LVN.

High Volume Nodes are zones of high efficiency where 
buyers  and  sellers  have  transacted  massively.  They 
function like magnets: when price reaches a composite 
HVN, it tends to slow down and go sideways, because 
latent interest on both sides creates friction. The market 
remembers that price as fair. Traders holding positions 
from those levels may still be defining or managing them. 
Density in the past creates density in the present.
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Low Volume Nodes are the opposite: zones the market 
passed through quickly because there was no consensus. 
Nobody wanted to stay. That can be due to a move that 
was too fast, an active rejection of price, or simply that 
the zone was transit between two equilibria. When the 
Nasdaq  enters  a  composite  LVN,  the  reasonable 
expectation is that speed will increase: the level lacks 
memory, few participants accepted that price in its day, 
and  that  lowers  the  statistical  probability  of  finding 
passive  liquidity  willing  to  defend it.  The  operational 
consequence is likely, but not automatic—nothing stops a 
strong hand from placing hidden liquidity  in  an LVN 
precisely because it’s a lightly watched zone. Reversal 
setups in an LVN have a historically low success rate for 
that  same  reason:  there’s  no  one  on  the  other  side 
holding.  What  you look  for  in  an  LVN is  to  ride  the 
momentum to the next HVN or relevant structural level.
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Figure 5.2 — One-week RTH composite profile with HVN and LVN 
marked. The dotted rectangle shows the range of the most recent 
session.
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The two technical decisions behind the composite 
profile

Building the Nasdaq composite profile correctly requires 
two decisions that many traders don’t make consciously
—and that have direct consequences for what they see.

The first is the time horizon. A two-week composite 
profile  shows  short-to-medium-term  context;  a  one-
month profile shows medium-to-long-term architecture. 
There’s no universally correct horizon. There’s a horizon 
appropriate to the kind of trading you do. If your goal is 
to trade intraday with stops of twenty or thirty points, the 
composite profile of the last four weeks is usually enough 
to identify the HVN and LVN that price will encounter 
during the session. If you’re building context for a swing 
trade, you need more historical depth.

The second is  which hours to include.  As with the 
session  profile,  including  or  excluding  the  overnight 
changes the levels.  The practical  rule:  to identify the 
zones where institutions will operate during the regular 
session, the RTH composite profile is the cleanest. The 
overnight can add volume in zones that won’t show the 
same defensive behavior during RTH, because whoever 
traded it won’t be there to defend it.

The operating hierarchy

Once both profiles are built,  the reading hierarchy is 
fixed:

The composite gives you the where, with structural 
memory. Is price approaching a long-term HVN, or an 
LVN the market tends to cross without friction? That 
question sets expectations for speed and travel before 
the market has done anything.

The  session  profile  gives  you  the  bias  within  that 
structure. Is the daily POC migrating with the move or 
lagging behind it? Is price accepting territory outside the 
Value Area, or building evidence of rejection?
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The Footprint confirms the entry when structure and 
bias point in the same direction. Not before.

This  hierarchy  has  a  practical  consequence  many 
traders learn the hard way: the session profile cannot 
override the composite. A daily POC may look like solid 
support in the context of the last few hours, but if that 
level coincides with a long-term composite LVN, price 
usually cuts straight through it. The composite has the 
final word on a level’s structural solidity. The session has 
the final word on that day’s bias. The Footprint has the 
final word on the quality of confirmation at that specific 
price.

2. Macro institutional levels: Settlement, 
PDH/PDL, VWAP, ONH/ONL, Weekly H/L

The volume profile is only one part of the map. There are 
other  levels  that  institutional  algorithms  monitor 
systematically,  and  whose  operational  relevance  goes 
beyond any hand-drawn line.

The difference between these levels and the lines most 
traders draw is fundamental: nobody draws these. The 
mechanics of the market itself generate them. They don’t 
depend  on  the  interpretation  of  whoever  uses  them. 
They’re  objective,  replicable,  and  visible  to  every 
participant working with the same data.  That doesn’t 
guarantee they’ll always produce a reaction, but it does 
guarantee  that,  when  price  reaches  them,  there’s  a 
concentration  of  orders,  algorithms,  and  institutional 
decisions that no hand-drawn support line can match.
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The Settlement and the previous day’s close

The session close and the Settlement aren’t always the 
same number. The close is the last price executed in the 
continuous  session.  The  Settlement  is  the  official 
liquidation price published by the CME, calculated from 
a  specific  time  window,  and  it’s  what  the  risk 
departments at banks, funds, and market makers use to 
mark open positions overnight.

For institutional algorithms, the Settlement is the real 
reference level for the next session. If the Nasdaq opens 
above the Settlement and doesn’t come back to touch it 
in  the  first  few  hours,  that’s  a  signal  of  structural 
strength:  the market  has nothing pending to  resolve. 
When it does come back, what happens at that level on 
the Footprint is one of the cleanest scenarios of the day: 
an approach to the Settlement with anomalous volume, 
followed by visible absorption and a delta rotation, is 
often  the  market  closing  an  open  wound  from  the 
previous session.

PDH and PDL: the most visible liquidity pool

The previous day’s high and low—Previous Day High and 
Previous Day Low—are the most closely watched levels 
at the New York open after the Settlement. The reason is 
structural:  above the PDH sit  the stops of bears who 
opened positions inside the prior range, plus the buy 
orders of bulls waiting for a breakout. Below the PDL, the 
mirror image.

Institutional participants know those liquidity pools. 
Many of the Nasdaq’s highest-probability entries happen 
when these levels are tested: price arrives,  fakes the 
break, triggers the accumulated stops, and absorption 
stalls the move before turning it. What retail reads as a 
confirmed breakout,  order flow frequently  reads as  a 
sweep.
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The key to telling a genuine breakout apart from a 
sweep isn’t in the level itself. It’s in how the Footprint 
behaves at the moment of contact. A genuine breakout 
shows absorption in the opposite direction that fails to 
slow price down—the seller is there, but the buyer has 
more  urgency—and  price  closes  above  the  level  on 
sustained volume. A sweep shows an anomalous volume 
spike  that  produces  a  long  wick,  with  delta  turning 
before or during contact, and price returns inside the 
range with conviction.  Chapter 6 covers how to read 
these patterns on the Footprint in detail.

The PDH and PDL aren’t just entry levels. They’re also 
a reference for building narrative. A day that opens with 
a  bullish gap above the PDH carries  a  very different 
initial  hypothesis  from  a  day  that  opens  inside  the 
previous day’s range. The map tells you things before the 
market has done anything.

Daily VWAP, weekly VWAP, and standard deviations

VWAP—Volume  Weighted  Average  Price,  the  volume-
weighted average price since the session opened—isn’t a 
moving  average  with  a  different  name.  For  an  asset 
manager or an investment bank, it’s the metric used to 
judge execution quality. If a manager needs to buy five 
thousand NQ contracts over a day, their performance 
isn’t measured by whether the market went up or down: 
it’s measured by whether they executed above or below 
the VWAP. Buying below it is efficiency. Buying above it 
means explaining something uncomfortable to the risk 
committee.
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What the intraday trader measures over a session, 
institutional  capital  measures  over  a  week.  Many 
mandates—position  building,  rebalancing,  algorithmic 
executions  sliced  up  to  minimize  market  impact—are 
evaluated over multi-day windows. The natural reference 
for  those  windows  is  the  weekly  VWAP:  the  volume-
weighted average price since Monday’s open. It doesn’t 
replace the daily VWAP; it frames it.

That  makes  the  VWAP  more  than  a  statistical 
reference:  it’s  a  zone  institutional  algorithms  have 
programmed as both an efficiency target and a defense 
level.  When  price  approaches  the  VWAP  on  the 
Footprint,  what  you’re  looking  for  is  absorption.  If 
there’s unusually high volume on the Bid but price can’t 
punch through the level, someone is probably defending 
their execution zone.

This is where the hierarchy comes in. The day’s bias is 
read on the daily VWAP; structural control is dictated by 
the weekly one. If price trades above the weekly VWAP, 
the underlying trend is  bullish,  and moves below the 
daily VWAP are usually just pullbacks to hunt liquidity 
before resuming direction. When those pullbacks reach 
the  weekly  VWAP  and  are  defended  with  visible 
aggression on the Footprint—clusters with positive delta, 
seller  absorption  at  the  level—the  week’s  bias  is 
reaffirmed.

Breaking the weekly VWAP with sustained volume and 
the  CVD  confirming  doesn’t  just  mark  a  change  in 
session bias: it alters the narrative for the entire week. A 
trader working the daily timeframe without checking the 
weekly one never knows whether they’re fishing with the 
structural current or against it.
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The VWAP’s standard deviations—typically ±1σ and 
±2σ—are the zones where institutions define extended 
value.  A  price  that  reaches  the first  deviation and is 
rejected with clear absorption tells a different story from 
one that cuts through it easily and pushes for the second. 
Rejected  on  volume,  it  tends  to  be  one  of  the  more 
reliable  reversal  signals  on  the  Nasdaq  in  rotational 
sessions.  Reaching  the  second  deviation  without 
resistance would be trend extension with conviction.

There’s  also  an  institutional  variant:  the  anchored 
VWAP (aVWAP). When an institution has spent weeks 
building a position from a relevant swing point, neither 
the daily nor the weekly VWAP tells it anything useful 
about its average build price. The aVWAP anchored to 
that  swing  does.  In  sustained  Nasdaq  trends,  those 
VWAPs anchored to structural swing lows or highs are 
often the levels where price finds its first real support on 
a pullback—precisely because that’s where the strong 
hand has the greatest interest in defending.

ONH and ONL: where the stops sleep

The Nasdaq trades nearly twenty-four hours a day, but 
liquidity  at  three  in  the  morning  isn’t  the  same  as 
liquidity at ten a.m. in New York. The overnight session’s 
high and low—Overnight High and Overnight Low—are 
zones where the stops of those who traded before the US 
open  pile  up.  Institutions  know  it.  So  do  algorithms 
designed to sweep liquidity.

A  break  of  the  ONH  or  the  ONL  with  anomalous 
volume on the Footprint often isn’t what it looks like: it’s 
the wick that triggers those stops so someone can absorb 
them as counterparty. After that sweep, price returns to 
the  overnight  range  with  a  regularity  that  deserves 
attention.

107

Copyrighted Material

Copyrighted Material



Chapter 5 — The Map: The Levels That Matter Before You Look at the 
Footprint

The ONH and ONL aren’t entry levels on their own. 
They’re alert levels: when price approaches them in the 
first minutes of the regular session, the Footprint needs 
to  show  a  clear  signal—absorption,  rejection,  or  a 
confirmed  breakout  with  sustained  volume—before  it 
makes sense to act. Reacting to the mere fact that price 
touched the ONH is reacting to a level without reading 
what’s happening there.

Highs and lows of the previous week: the larger 
timeframe

What the PDH and PDL are for the session, the Weekly 
High and Weekly  Low are  for  the  week.  They’re  the 
extremes of  the range the market traded in over the 
previous  five  days,  and  therefore  the  borders  where 
pending  orders  from participants  with  a  longer-than-
intraday horizon pile up.

The mechanics are the same as with the PDH/PDL, but 
at greater scale. Above the previous weekly high sit the 
stops of funds that built short positions during the week, 
breakout  orders  from  swing  traders  expecting  an 
extension, and algorithms programmed to act on breaks 
of weekly references. Below the low, the mirror image. 
The difference in scale matters: the volume accumulated 
at weekly extremes tends to be larger than at daily ones
—more  time  exposed,  more  participants  with  open 
positions.

On the Nasdaq, tests of the Weekly High and Weekly 
Low tend to produce cleaner order-flow reactions with 
more travel than tests of daily levels, precisely because 
of that greater concentration of liquidity. A rejection of 
the weekly high with visible absorption on the Footprint 
is  more  likely  to  generate  a  sustained  move  than  a 
rejection  of  the  PDH,  because  the  mass  of  orders 
involved is larger and the participants acting at that level 
carry longer-term mandates.
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As a first-order level, the Weekly High and Weekly Low 
always go on the session plan. When they coincide with 
other  levels—the  previous  Friday’s  PDH  is  often  the 
Weekly High, for example, or the Weekly Low can line up 
with an LVN from the composite profile—the resulting 
zone concentrates a density of interest that makes it one 
of the most tradeable references of the week.

109

Copyrighted Material

Copyrighted Material



Fi
g

u
re

 5
.3

 —
 M

a
cr

o
 i
n
st

it
u
ti

o
n
a
l 
le

v
e
ls

 o
v
e
r 

a
 f

u
ll 

w
e
e
k 

o
f 

th
e
 N

Q
 o

n
 4

H
 c

a
n
d
le

s.
 O

n
 t

h
e
 l
e
ft

, 
th

e
 w

e
e
kl

y
 v

o
lu

m
e
 p

ro
fi
le

 
w

it
h
 t

h
e
 P

O
C

 a
n
d

 t
h
e
 V

a
lu

e
 A

re
a
 m

a
rk

e
d
 b

y
 a

 b
ra

ck
e
t.

 I
n
st

it
u
ti

o
n
a
l 
le

v
e
ls

 (
W

e
e
kl

y
 H

ig
h
/L

o
w

, 
P
D

H
/P

D
L,

 S
e
tt

le
m

e
n
t)

 a
re

 
d

ra
w

n
 a

s 
so

lid
 l
in

e
s.

 T
h
e
 b

lu
e
 c

u
rv

e
 i
s 

th
e
 w

e
e
kl

y
 V

W
A

P
.

Copyrighted Material

Copyrighted Material



Chapter 5 — The Map: The Levels That Matter Before You Look at the 
Footprint

3. High-value institutional zones: confluence 
and hierarchy

Each of the levels above carries individual weight. But 
the map’s real usefulness shows up when they start to 
coincide.

Confluence needs a precise explanation: it’s one of the 
most cited and worst understood concepts in technical 
analysis. In the classic sense, confluence means two or 
three  indicators  point  to  the  same  price,  which  gets 
interpreted as reinforcing the signal. The problem is that 
many of those indicators derive from the same price data
—and therefore aren’t independent—or are drawn with 
just enough subjectivity for two of them to conveniently 
line up.

Confluence among institutional levels is different in 
kind. We’re not talking about two lines a trader decided 
are aligned. We’re talking about the VWAP, the PDH, and 
the composite  VAH converging at  the same price,  or 
within a range of a few ticks, and that price being the 
same  regardless  of  who  does  the  analysis,  because 
everyone  is  working  from the  same  CME data.  That 
objectivity is what gives confluence its weight.

Why confluence multiplies probability

When the VWAP, the PDH, and a composite HVN sit at 
the same price,  what you’ve identified is  a level  that 
interests, simultaneously, participants with completely 
different timeframes and mandates.
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The institutional execution algorithm is watching the 
VWAP because its mandate is to execute as efficiently as 
possible  relative  to  that  level.  The  swing trader  who 
opened short positions yesterday is watching the PDH 
because their stop is sitting there. The fund that built a 
position three weeks ago is watching the HVN because it 
knows there’s liquidity available near that level to move 
size without too much slippage. None of the three knows 
what the other two are doing. But all of them are going to 
act near the same price. That concentration of activity is 
what turns the level into a high-value zone—not the line 
on the chart, but the density of interest behind it.

When price reaches a first-order confluence zone, the 
Footprint usually shows a significant jump in volume. 
What the Footprint lets you distinguish is whether that 
volume is being absorbed—a sign someone is defending 
the  level  with  passive  orders—or  whether  it’s  being 
executed aggressively in the same direction—a sign the 
level might give way. How to read that distinction with 
precision is the subject of Chapter 6.

Building the hierarchy before the session

Not all levels carry the same weight. Building the map 
before the open requires a clear hierarchy: which levels 
will  be  tradeable  during the day,  and which are  just 
contextual references.

Three filters organize that hierarchy.

The first  is  time scale.  Levels  built  from weeks or 
months of data carry more weight than single-session 
levels, simply because they represent more participants, 
more capital, and more independent decisions pointing 
at the same price. The four-week composite POC carries 
more memory than yesterday’s session POC.
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The second is test frequency. A level that price has 
tested three times in the last week is more relevant than 
one that formed a month ago and hasn’t been touched. 
Repeated testing indicates participants are still watching 
that  price,  still  holding  orders  there,  or  still  making 
decisions based on it.

The third is institutional specificity. The Settlement, 
the VWAP, and the extremes of the composite Value Area 
have objectively verifiable institutional weight, because 
there are concrete financial mechanisms that make them 
relevant—daily settlements, execution evaluation, profile 
structure. A support level drawn by hand on a chart has 
no such backing.

The resulting hierarchy has three categories:

First-order  levels  combine  several  of  the  criteria 
above: Settlement, PDH/PDL, VWAP and its deviations 
when they line up with a composite HVN or with the 
weekly profile’s VAH/VAL. These levels always go on the 
map.  When price reaches one of  them, the Footprint 
should show you something before you act.

Second-order  levels  carry  individual  weight  but  no 
confluence.  The  PDH  alone,  with  no  other  reference 
nearby. A daily-profile HVN with no composite backing. 
The ONH when the overnight session ran wide and that 
high sits in territory with no prior history. These levels 
get marked as reference, but the quality of confirmation 
on the Footprint needs to be higher to justify trading 
them.

Third-order  levels  are  the  ones  a  trader  sees  but 
shouldn’t prioritize: hand-drawn support and resistance 
lines,  candle  patterns  on  intermediate  timeframes, 
breaks above individual candle highs on the five-minute 
chart.  They can be interesting observations,  but  they 
don’t belong on the trading map, because they lack the 
institutional  backing  that  makes  price  behavior  near 
them predictable.
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The space between levels

The map doesn’t just show the levels; it shows the space 
between them. And that space matters as much as the 
levels themselves.

If yesterday’s PDH sits at 21,480 and the composite 
VAH sits at 21,440, there are forty points between two 
first-order references. If the composite profile shows no 
relevant HVN in that stretch, that space is a functional 
LVN: if price enters it with conviction from below, the 
reasonable expectation is that it will cut through with 
little  resistance  up  to  the  next  level.  The  map  says 
nobody is waiting in that stretch.

If,  on the other hand, the space between two first-
order references is densely packed with HVN, movement 
in that zone is going to be slow, rotational, and hard to 
trade with precision. The market has memory at every 
tick  of  that  range.  Trading  it  requires  high-quality 
Footprint confirmation, because friction will be constant 
in both directions.

This  reading  of  the  space  between  levels  is  what 
separates  map  analysis  from  simple  support-and-
resistance spotting. It’s not enough to know where the 
levels are. You have to know what’s between them.

114

Copyrighted Material

Copyrighted Material



Fi
g

u
re

 5
.4

 —
 I
n
st

it
u
ti

o
n
a
l 
co

n
fl
u
e
n
ce

 w
it

h
 a

b
so

rp
ti

o
n
. 

P
ri

ce
 r

e
a
ch

e
s 

th
e
 z

o
n
e
 w

h
e
re

 t
h
e
 P

D
H

, 
V

W
A

P
, 

a
n
d
 c

o
m

p
o
si

te
 

V
A

H
 c

o
in

ci
d

e
. 

M
a
ss

iv
e
 a

b
so

rp
ti

o
n
 o

n
 C

a
n
d

le
 2

 (
6

:1
 d

ia
g
o
n
a
l)

. 
Fi

v
e
 s

ta
ck

e
d
 B

id
s 

o
n
 C

a
n
d
le

 3
 c

o
n
fi
rm

 t
h
e
 r

e
v
e
rs

a
l.

Copyrighted Material

Copyrighted Material



Chapter 5 — The Map: The Levels That Matter Before You Look at the 
Footprint

4. When the Footprint is signal and when it’s 
noise

The Footprint generates constant activity. Every candle 
has Bid and Ask at every price level, delta, imbalance 
ratios. The temptation is to act on every pattern that 
shows up. The result is systematic overtrading, because 
the  Footprint  is  always  showing  something.  Telling 
signal from noise is as important as learning to read it.

The signal needs prior context

A Footprint signal only has operational value when two 
prior conditions are met. The first: price is at a level the 
map  has  identified  as  relevant.  The  second:  session 
narrative—Chapters 3 and 4—says that kind of signal 
makes sense at this point in the day.

When those two conditions aren’t met, what shows up 
on the Footprint is noise dressed up as signal. A stacked 
imbalance in the middle of the day’s range, far from any 
level on the map, isn’t an entry signal: it’s information 
about where the aggression is at that instant, with no 
context to interpret it operationally.

The  criterion:  before  reading  what  the  Footprint 
shows at a specific level, ask yourself whether that level 
is on your map. If it isn’t, you’re not reading a signal; 
you’re looking at activity with no reference point. The 
correct sequence is always: map first, session narrative 
active,  price  reaches  a  level  on  the  map,  read  the 
Footprint there. Any reversal of that sequence—seeing 
the  signal  first  and  looking  for  context  afterward—
produces trades that look analytical but are, in essence, 
impulsive.

Three patterns mistaken for signal

Within  the  Footprint  itself,  there  are  three  activity 
patterns  that  get  misread as  operational  signal  often 
enough to be worth naming.
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High volume in a composite LVN. In an LVN, volume 
rises because price is moving fast and dragging orders 
along, not because someone is defending the level with 
passive liquidity. Absorption requires passive liquidity on 
the other side;  in an LVN—by definition—there’s  less 
history of participation and a lower statistical chance of 
finding that defense, though it isn’t impossible. If you see 
a volume cluster in an LVN you expected price to cut 
straight through, that anomaly does deserve attention: it 
usually indicates someone is trading against the grain of 
the map, and that is exactly the signal of unexpected 
defense. But high volume in the LVN by itself, without 
that  anomaly,  is  the  signature of  fast  passage,  not  a 
reversal signal.

Extreme delta at the session open. In the first five to 
fifteen minutes of the regular session, the Nasdaq tends 
to  show  high-energy  activity  while  institutional 
algorithms calibrate the day’s reference. Deltas can run 
extreme in one direction and then reverse completely in 
the following minutes. Trading the opening delta as if it 
were a second-hour delta means confusing two contexts 
that  share  an  instrument  but  don’t  share  the  same 
participant dynamics.

An  imbalance  with  a  high  ratio  and  low  absolute 
volume. An 8:1 imbalance with two contracts on the Bid 
and  sixteen  on  the  Ask  is  a  technically  extreme and 
operationally irrelevant ratio. Mass matters as much as 
proportion. Institutional signals on the NQ show up when 
the numbers are large. There’s no universal threshold, 
but the practical calibration most professional traders 
use  places  the  relevant  signal  at  clusters  where  the 
candle’s total volume sits above the average of the last 
ten to fifteen candles of the session.
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Confirm, don’t predict

This distinction is at the core of how to use the Footprint 
correctly within the three-layer model, and Chapter 6 
develops it in technical depth. The Footprint doesn’t tell 
you where price is going. It tells you what’s happening 
right now at the level you’re watching: who has urgency, 
who holds passive control, whether the move has fuel 
behind it or is being throttled.

Prediction comes from the map and the narrative. The 
map says there’s a high-value zone at that level.  The 
narrative says the market is in bullish trend mode and 
seeking acceptance above the  open.  When those two 
conditions are met, the Footprint confirms or denies the 
entry at that specific level. Without those two conditions, 
the Footprint can’t confirm anything, because there’s no 
hypothesis to confirm.

Operating criteria—Signal vs. noise: A Footprint signal  
only has operational value if price is at a level on the  
map  and  session  narrative  validates  the  direction.  
Outside those two conditions, Footprint activity is noise  
dressed up as signal. Three patterns deceive frequently: 
high  volume  in  an  LVN  (fast  transit,  not  defense),  
extreme delta at the open (rebalancing, not direction),  
and an imbalance with a high ratio but low absolute 
volume  (statistics  without  mass).  The  Footprint  
confirms; it doesn’t predict.

5. Building the trading plan before the 
market opens

Everything above converges on one concrete practice: 
the session plan. Not an optional ritual for methodical 
traders,  but  the  foundation  of  any  coherent  trading 
approach.
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The session plan is the structured answer to three 
questions  that  must  be  resolved  before  the  market 
opens: where are today’s tradeable levels? What’s the 
probable narrative for the session? What do I need to see 
on the Footprint at each level to act, and what tells me 
the hypothesis has been invalidated?

Without an answer to those three questions, you don’t 
have a plan. You have an intention to trade, which isn’t 
the same thing.

The process, step by step

Building  the  map  starts  the  night  before,  or  in  the 
morning before the open, with the market closed or in 
the Globex session, but with no intention of trading yet.

First  step:  identify  the  first-order  levels.  Note  the 
Settlement from the day that just closed. Note the PDH 
and the PDL. Note the VAH and VAL of the most recent 
RTH  session  profile.  If  there’s  confluence  with  the 
composite profile, identify it explicitly. Note the VWAP 
from the previous day’s close—the final  VWAP of  the 
regular session, not the overnight one—because that’s 
the efficiency reference the market will start comparing 
the open against.

Second step: review the composite profile. Identify the 
structural HVN and LVN within the probable price range 
for  the  next  day.  “Probable  price  range”  isn’t  a 
prediction; it’s the territory between the PDH plus the 
expected  Initial  Balance  to  the  upside,  and  the  PDL 
minus that same margin to the downside. Within that 
territory, are there composite HVN that will generate 
friction? Are there LVN that price would cross easily if it 
breaks a first-order level?
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Third  step:  formulate  the  narrative  hypothesis. 
Chapter 4 already covered this, but here it has a specific 
function:  determining  which  levels  on  the  map  are 
tradeable, and in which direction. A bullish hypothesis 
turns  the  HVN  above  the  PDH  into  extension  levels 
where you’d look for continuation. That same hypothesis 
turns the levels  below the VWAP into pullback zones 
where price might offer a second entry—not short zones.

Fourth  step:  define  the  validation  and  invalidation 
conditions. This is the step most people skip, and the 
most important one. For every tradeable level, write out 
explicitly: what the Footprint needs to show at that level 
for  the  entry  to  make  sense,  and  what  signal  would 
indicate the hypothesis is wrong. Not “price bounces off 
the PDH” but something like: “price reaches the PDH 
with  the  Footprint  showing  absorption—anomalous 
volume with Delta turning, price not giving way despite 
the  pressure—and  the  CVD  doesn’t  confirm  the 
breakout;  enter  in  the opposite  direction with  a  stop 
above the high of the absorption candle.” Not “if price 
drops”  but:  “if  price  breaks  the  PDH with  sustained 
volume, stacked imbalances in the direction of the break, 
and  Delta  confirms  acceptance  above  the  level,  the 
rejection hypothesis is invalidated.”

The difference between a vague formulation and an 
explicit  one isn’t semantic.  The vague one leaves you 
without a prior standard at the moment of execution, 
which means you’ll trade based on how you feel. The 
explicit one has its criteria defined before the session 
starts, while you’re still level-headed, and forces you to 
execute according to analysis you already did.

A concrete example
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Figure 5.5 — Composite volume profile with institutional levels 
overlaid for the example session plan.
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Suppose the NQ closed the previous session at 21,420, 
with Settlement at 21,415, PDH at 21,460, and PDL at 
21,340. The RTH session profile shows POC at 21,405, 
VAH at 21,445, and VAL at 21,360. The composite profile 
for the last three weeks shows a structural HVN between 
21,430 and 21,450, an LVN between 21,460 and 21,490, 
and the next significant composite HVN at 21,500.

With that data, the map has the following structure:

The range between 21,415 (Settlement) and 21,445 
(VAH) is the immediate reference territory. A price that 
opens within that range and trades above the Settlement 
carries a neutral-to-bullish bias; one that gives up the 
Settlement carries a bias toward testing the VAL and 
potentially the PDL.

The 21,430–21,450 zone is a composite HVN that also 
contains  the  session  VAH  (21,445).  It’s  a  first-order 
confluence  zone:  if  price  approaches  it  from  below, 
expect  absorption  or  a  confirmed  breakout.  If  it 
approaches from above on a correction, it’s a zone of 
potential defense. The PDH (21,460) sits just above it, 
right where the structural LVN begins: a border where 
the HVN below and the void above combine to make it an 
especially reactive level.

The 21,460–21,490 stretch is a structural LVN. If price 
breaks the PDH at 21,460 with Footprint confirmation, 
the reasonable expectation is that it will run through that 
LVN quickly toward the next HVN at 21,500. There’s no 
structural reason to look for reversal in that stretch.
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Narrative  hypothesis:  if  the  open  is  above  the 
Settlement and the Initial Balance respects the PDH as 
support—or price tests it and defends it with absorption
—the day’s bias is bullish, with a target of exploring the 
LVN above and a potential test of the HVN at 21,500. 
Alternative  scenario  from  the  open  (the  bullish 
hypothesis  never  activates):  an  open  below  the 
Settlement with sustained volume and no recovery in the 
first  thirty  minutes;  trade  the  bearish  bias  directly, 
targeting a test of the VAL and potentially the PDL.

Setups  identified:  absorption  at  the  PDH  with 
confirmed defense of the level; entry on a breakout of the 
21,450 HVN with stacked imbalances and acceptance 
above it; a pullback toward the Settlement if the open is 
bullish and price retraces to it with visible absorption.

That plan doesn’t predict what’s going to happen. It 
defines the territory,  the hypothesis,  and the criteria. 
When  the  market  opens,  the  job  isn’t  to  react  to 
everything that happens; it’s to wait for price to reach 
the marked levels and read the Footprint there, using the 
criteria already defined.

What the plan cannot do

The session plan has limitations worth understanding 
before you trust it too much.

It can’t anticipate exogenous events. An unexpected 
macro  print,  an  off-calendar  statement  from the  Fed 
chair,  a  first-order  geopolitical  headline—any  one  of 
them can invalidate the narrative hypothesis regardless 
of  how  well  the  plan  was  built.  The  answer  isn’t  to 
abandon  the  planning  process;  it’s  to  update  the 
hypothesis with the new data and review which levels on 
the map are still relevant. Chapter 7 develops how the 
Footprint’s rules change in high-volatility contexts and 
what protocol to apply when the map breaks.
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It can’t trade by itself. The plan defines the levels and 
the criteria; reading the Footprint in real time at those 
levels requires judgment and practice. A perfectly built 
plan doesn’t produce profitable trades if the confirmation 
reading  is  wrong.  The  map  and  the  flow  are 
complementary, not interchangeable. That’s the reason 
Chapter  6  exists:  the  map  defines  the  where;  the 
Footprint,  the  Delta,  the  CVD,  and  the  absorption 
patterns define how the auction behaves in that where.

It can’t resolve the market’s inherent uncertainty. A 
well-identified  level  with  first-order  confluence  and  a 
Footprint  that  confirms  the  hypothesis  is  still  a 
probabilistic trade. The map’s function isn’t to eliminate 
risk; it’s to concentrate trading activity in the territories 
where historical probability is favorable and institutional 
behavior has objective reasons to be predictable.

Operating criteria—Session plan: Four steps before the  
open:  (1)  identify  first-order  levels  (preferably  with 
confluence), (2) review the composite profile’s HVN and 
LVN  within  the  probable  range,  (3)  formulate  a  
narrative hypothesis that determines which levels are  
tradeable  and  in  which  direction,  (4)  define  explicit  
validation  and  invalidation  conditions  at  each  level.  
Without  those  four  answers  written down,  you don’t  
have a plan—you have an intention to trade, which isn’t  
the same thing.

This chapter has built the second layer of the decision 
hierarchy:  the  structural  map  that  defines  where  it 
makes sense to act. The volume profile in its two forms, 
the  macro  institutional  levels,  and  the  confluence 
hierarchy supply the territory. The session plan turns 
that territory into criteria for action before the market 
opens.

What’s  missing  is  the  moment  the  market  actually 
opens.
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Price reaches the PDH you marked last night. Volume 
rises. Clusters appear on the Footprint. The delta swings. 
There  are  numbers  on  the  screen  demanding  an 
immediate read: is it absorption or a breakout? Is the 
seller  defending,  or  getting  run  over?  Does  the  CVD 
confirm, or diverge?

Those  questions  can’t  wait.  And  answering  them 
correctly in real time—with the map already built and the 
narrative already active—is what turns a well-built plan 
into a profitable trade.

Chapter 6 builds that reading.
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