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Brendon Dileo

Presenter Notes
Presentation Notes
Hi my name is Brendon, a Moderator, Instructor, and Senior Full-Time Trader at Bearbull Traders since 2017. Today we are going to discuss the VWAP Bounce and Break Strategy. This strategy occurs when the stock opens near VWAP, sells off below, forms a bottom, bounces, and breaks above VWAP for the move higher. This is a bullish long-side momentum trade strategy. 
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Stock Selection
Float >20 million (no low floats, no exceptions!)

Stock Price >$5 (lower at your own risk)

Volume >500K (the more the merrier) 

Market Capitalization Minimum Small-Cap >$250million

ATR >1%    RVOL >100% 

Catalyst Optional (but relevant to a trending sector) w/ good pre-market price action                                                                                                    
Ideal – News, Financial numbers/Earnings, Legal, Product Announcement 

Bid/Ask Spread Very tight <$0.10

Pre-Market Clean price action, full body candles with minimal wicks

Stock Opening Around VWAP, not extended in Pre-Market (look for a fast drop below)

scanners locate stocks in play

Your Account Low Float

Presenter Notes
Presentation Notes
Stock Selection, I look for stocks with a minimum float of 20 million, no low floats, and no exceptions. Low floats are account busters! The Stock Price should be no less than $5 and with Pre-Market volume more than 500K. Market Capitalization no less than 250 million, Small-caps companies. Average True Range greater than 1%. Catalysts are somewhat optional but the stock should be relevant to a trending sector. Bid/Ask spread to be tight, less than 10 cents. Pre-Market price action should be clean with full body candles and minimal wicks. Lastly the stock should be opening around VWAP and not be extended. These stocks can be located by using Trading Terminal’s scanners. 
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Setup Identification
Time of Day  9:30AM – 11:00 AM – most liquidity, less chop, less algos, more traders!

Time & Sales  Fast order flow, a river not a traffic jam!

Price Below VWAP   Opening near VWAP with a sell-off run to the downside technicals.

Bottom forming

 Good volume (increasing volume with small candle body)

 Wicked Bottom/DOJI Candles/Engulfing for reversal

 Holding/Bought up from: Daily & PM levels, Y&YY, PDC, Cam Pivots.  

Close above 9/20 

Moving Averages   1 or 5 minute

Visible Risk-Reward   Up to 4R, typical 2-3R, minimum 1.5R must be in easy reach for partials

Engulfing 1 or 5-min

Presenter Notes
Presentation Notes
Setup Identification, the VWAP Bounce and Break occurs from market open to about 11:00AM where there is the most liquidity, less chop and aglos, stocks may not have found their trend yet, and what we all want, more day traders working together! The Time & Sales should have a smooth order flow, like water flowing down a river, not like stop and go traffic. This strategy requires the stock to open around VWAP with a sell-off run to downside technicals. Once a bottom forms we look for increasing volume, wicked candlesticks or dojis, and a hold of levels. An imminent 9/20 cross of the moving averages ensure conviction of the bounce aspect of the setup. Finally, we must see a visible Risk-Reward target of at least 2R with partials starting at about 1.5R. 
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Trade Execution
Risk-Reward       No partial before 1R! Partialing too soon 

          means your accuracy will need to be VERY high. 

Trade Duration           5-20 mins

Entries           Just below/above VWAP on engulfing candles  

          ADD – on pull backs after a higher low then re-entry 

          on breakout.

Stop-Loss         @ Technical level, Lower Low, or break of trend structure

Adding to Position         pullbacks forming a higher low, entry at the range breakout higher high *ideal high volume

Targets  >1R on momentum towards long-side technical levels
 Camarilla Pivot Points, R1-R6, S1-S6
 PDC, Y&YY, PreM, Daily levels (moving avgs, gap fills)
 Level 2 – large sitting orders *especially around whole dollars

Presenter Notes
Presentation Notes
Trade Execution, the minimum partial we will consider is at 1R if the trade is struggling, otherwise hold for 1.5R-2R. Partialing too soon requires very high trade accuracy to be consistently profitable. The trade duration is from 5 to 20 minutes long. Ideal entries will be just below VWAP on engulfing candles with Adds on pullbacks after a higher low, then re-entry on the range breakout of a higher high. Our stop-loss will be at the breach of a technical level, range structure breakdown, or a lower low. The targets would start between 1.5R-R4 at a technical level, cam pivots, previous day close, daily levels and moving averages, and most importantly around large orders sitting on the order book Level 2.  
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PRIME Example

*The power of an IDEAL setup!*

SUPERB example 
but remember 

no two trades look the same 
look for the identifiers!!!

Presenter Notes
Presentation Notes
Here is a prime example of the VWAP Bounce and Break setup. We have an amazing increasing-volume candle clearing the previous 3 down candles. We have a close above VWAP, that is where your entry would be. Your stop would be at low of day or around a 60% pullback into the previous candle. Here you could add to your position at break for high of day at Cam level R1. If you did not add you can partial at R1 and Pre-market high and fully exit at R2. Your reward would be around 4R. Study this ideal setup, happy hunting!
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Examples
 5min used for clearer picture

 Engulfing 2-Bar – not full-size entry,
     need more confirm!

 9/20 cross for Add

 New High breakout of range

 Partial at daily level

 Add at hold of VWAP

 Exit HOD open price achieved 3-4R

Sum of confirmations make a strong 
trade!!!

Are you missing this in your trade?

Presenter Notes
Presentation Notes
Here is an example of using the 5-min chart for a clearer big picture and the 1-minunte chart for entries. If the setup is less clear, scale in slowly. I scaled in after NVDA broke through the 9/20 moving averages with confidence of new highs. I began to partial heavily at a daily level, then added at the hold of VWAP after several minutes of failing to breach below. I fully exited at large liquidity orders on the Level 2 at $122 and another daily level. Note that you may not use all the suggested setup indicators to manage a trade. That is where you become a trader and decide how the pattern is evolving.  




7

Examples
 Strong wicked bottom at technical levels

 Increasing volume

 Higher High Candle

 Higher low for Add

 Close above VWAP for Add

 Partials at technical levels

Sum of confirmations make a 
strong trade!!!

Are you missing this in your trade?

Sum of confirmations make a 
strong trade!!!

Are you missing this in your trade?

Presenter Notes
Presentation Notes
In this last example we see a strong wicked bottom holding for several minutes at the pre-market lows, cams, and daily levels. My initial entry was at the close of a new high just below VWAP. There was congestion in the way, that fleet of moving averages, and trouble may be ahead. I was not sure that we could continue to break through and we did not. A pullback to VWAP occurred for a few minutes but with a higher low range forming and strong close above VWAP on increasing volume I added more to my full position size. Partialed at HOD, Pre-market high, and all out at Cam R1. 
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Consideration Notes

Be agile, dynamic, the ‘the perfect trade’ is rare!

Look for as 2-3 indicators, more are stronger.

This strategy is a LONG-Side play, may not work for the 

SHORT-Side, but can be adapted.

A+ Setups Indicators

 Entries slightly above VWAP

 Entries on Increasing Volume 

 Entries on Engulfing

 Entries above 9/20 Cross 

 Level 2 – larger orders are better for targets/partials

 Time & Sales – receipt of fills at breakout levels, whole $, targets

Presenter Notes
Presentation Notes
Remember to be agile and dynamic using the VWAP Bounce and Break strategy. Finding an A+ setup for the trade can be rare and perfect executions are even more rare. The A+ Indicators listed here are what you should look out for before entering a position. Do not forget about the Level 2 and Time & Sales indicators as well. Use every weapon in your DAS Trader Pro arsenal. Start by finding a handful of indicators and manage the trade accordingly with confirmation and sizing in. 
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Tradingterminal.com employees, contractors, shareholders and affiliates, are NOT an investment advisory service, a 

registered investment advisor or a broker-dealer and does not undertake to advise clients on which securities they 

should buy or sell for themselves.

You understand that NO content published as part of the Trading Terminal and its Website constitutes a 

recommendation that any particular investment, security, portfolio of securities, transaction or investment strategy 

is suitable for any specific person.

You further understand that none of the creators or providers of our Services or their affiliates will advise you 

personally concerning the nature, potential, value or suitability of any particular investment, security, portfolio of 

securities, transaction, investment strategy or other matter.

D I S C L A I M E R
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