Quick question:  Long or Short?

Quote:

	Originally Posted by Freestyler 



Hi Peter:

Quick question regarding the last chart you posted from May 2nd. On the second add-on trade that turned out to be a winner, there was a bearish bar sandwiched between the inside bar and outside breakout bar. This bearish bar actually dipped below the lows of the inside bar, wouldn't that have been a stop-out? It even went below the lows of the outside bar on the left, which, from what I understand, would invalidate the whole DIBS set-up. Or am I missing something here? Perhaps I have been too strict with the set-ups.


You are absolutely right about there being a downside breakout from the inside bar before the market turned around and took out the high of the same inside bar.

If you were trading purely mechanically, taking all breakouts that fit the DIBS concept--, you would have definitely taken that short (and been stopped out, not a major catastrophe) prior to the long trade created by the upside breakout of the inside bar. If you had absolutely no other idea about the market than DIBS indications you could and probably should.

I was not interested in taking any short positions in the market shown, and was just looking for buys. 

I did take the first illustrated DIBS trade to the long side, and got stopped out. That first losing trade also had a breakout to the downside before the buy took place, the low of which I used for my risk point-- which is where I got stopped out.

Not deterred, when the second inside bar formed, I was willing to trade again-- but as stated above, only the buy side. Since the trades were still early in the day and still hovering near (but above) the day's open, the potential for a high reward trade for the day still beckoned. Some choose to trade DIBS only as a daily trade concept, taking all trades it offers, long or short according to the concept and they exit big daily winners at the end of the day. 

Others extend their potential by virtually turning DIBS into a swing trading method---by holding on to their winners, only getting out on a following day if there is a DIBS reversal trade. You would be surprised how many times you can get into a DIBS trade at the beginning of one day and not get any reversal DIBS trades for many days after. It is usually due to major developments hitting the market. DIBS traders are natural profit recipients of one-way market actions. That is when your tireless actions of taking your low risk trades over and over get paid off, when the "world" now wants the position you put on with a tiny little risk days before. [image: image1.png]


Got to love the perversity of the market!

-Peter Crowns-

