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I have found over the years the most valuable tool I have is my trade journal.  It is here that I recognize important aspects of 
trading and investing that include understanding the environment of the markets, economic and political influences on those 
markets, and most importantly, the failures and success of my strategic decision process and my tactical entries.  I have decided to 
publish my analysis, my successes and yes, my failures.  It is my goal to teach others to trade and invest for themselves.  Too often I 
have found people looking for that one person who can give them all of the answers, the magic methodology and the path to riches.  
My hope is that I can show you that you are that person.  It simply takes work.  The greatest compliment I receive is when a 
subscriber cancels a service and tells me they can do it on their own now.  Or, they tell me they are doing their own analysis 
successfully but want to stay with me as a check on their own work.  I am hopeful you will gain from the knowledge and experience I 
will offer in these issues.  At times and with their permission I will also add experiences from my clients.  
 
MARKET DELTA 
 
 I am pleased to be featuring in this Newsletter charts from Market Delta.  If you are interested in a great charting program 
that has all of the typical indicators, Market Profile™ Charts and Overlays, along with Market Delta’s “Footprint” chart, you can get a 
free trial at www.marketdelta.com/newsite/trial.aspx. 
 
THE JOURNAL – July 24, 2010 
 
 Understanding the development of a market in multiple timeframes is critical to developing both a strategy and tactics.  I 
cannot stress with clients enough how important this aspect is.  The premise is that the market finds value between areas in 
different timeframes.  You can build a Balance Area that is several days to several weeks in duration.  Once you have done that you 
have found where unfair prices are and where value is.  The Key Reference Areas (KRA) become visible and you now have areas in 
which to look for trades. 
 
 Each day of trading gives us areas in which to look for trades and tells us there traders have found value and unfair price for 
each trading day.  What most traders do not realize is that those Areas of Balance can also be found on a 30 minute bar chart, a five 
minute bar chart or a 1 minute bar chart.  In fact, you can find Balance Areas on any chart you want by simply looking for rotational 
patters.  After all, a Balance Area is simply an area of rotation where price is rotating between two points.  Those two points are the 
extremes of the Balance Area.   
 
 I trade all markets including equities.  Some of my best trades were when I have found an equity to be at an extreme in an 
Area of Balance.  Typically, I will bring an equity up on a bar chart first.  I will then look for Balance.  If I find Balance, then I have a 
place in which to look for a trade.  A simple review of volume will give me a good indication as to the direction of the next move in 
that stock. 
 
 Take this a step farther.  You have found through your work a market that for the last few weeks has a KRA at a certain 
price.  This would be a longer term KRA.  Then you notice for the last few days that KRA has held.  That same KRA has now become 
an intermediate term KRA.  As you are watching the market trade, you notice that intra-day it is forming a Balance Area at that same 
level.  Finally, you pull up a 5 minute chart and see a 5 minute consolidation, again at the same price level.  You now have found a 
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market that is at a KRA in at least four different timeframes.  Certainly, it is an area of good trade location.  This is exactly what 
happened in the ES last week. 
 
 I had developed two longer term KRAs and had 
written about them in The Markets in Development 
Newsletter.  They were the 1066 area and the 1058 area.  
Two days prior to the 20th the ES traded down to test the 
1058 area and then spent the rest of the day and the 
next consolidating or rotating basically between the two 
KRAs.  This formed a “b” pattern that suggests 
exhaustion on the part of sellers.  1058 was the more 
recent KRA and therefore the more relevant.  That is not 
to mean you should ignore the longer term KRA.  It was 
still important. 
 
 On the 20th the market opened with a gap down 
and through the 1058 area.  The gap was quickly retraced 
and the market traded above 1058 and below 1066.  This 
was signaling the fact that sellers were not strong 
enough to drive price lower and buyers overwhelmed 
them by coming in a driving price higher.  In other words, 
sellers tried to put the market in vertical development 
down, but buyers were too strong and drove the price 
back up again creating a false breakout.   
 
 The exhaustion pattern from the last two days 
and the quick fill of the gap suggested the market had an 
underlying strength to it that simply had not surfaced 
yet. 
 

 In the chart on the right you can see that for 
almost half of the day buyers and sellers could not decide 
on whether value was higher or lower, so price rotated 
between 1058 and 1066.  Both of these areas were KRAs 
and important.  However, a break of one of those areas 
would give a pretty good indication as to the immediate 
direction of the market. 
 
 Since trading is an assessment of probabilities, we 
now have probabilities beginning to line up for a potential 
move up.  However, we do not have enough to yet commit 
capital to the market. 
 
 A review of the market internals show that moving 
up into the area between 1058 and 1066 showed volume 
falling off, which is typical in an area of rotation.  But, 
breadth was increasing.  This was another indication of a 
potential move higher.   
 
 Having identified the market was in an area of 
good trade location in the longer term and intermediate 
term, it was then time to look to what was happening in 
the short term.  Looking at the 5 minute chart on the left, 
you can see there was a 5 minute rotation or Area of 
Balance between about 1061 and 1065.  The upper 
extreme of this 5 minute rotation was at the 1066 extreme 
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from the longer term development of the market.  I have shown this with the larger green circle.   
 
 Finally, you can see for about ten to fifteen minutes (easier seen on a 1 minute chart), the market rotated between about 
1063 and 1065.  Again, the upper extreme was at the upper extreme of the 5 minute rotation, which was at the extreme of the 
rotation that occurred after the gap fill, which was at the 1066 area that was a KRA and happened to be an extreme from a previous 
day and a longer term composite. 
 
 I happened to be working with a client as this was developing.  I was explaining the importance of understanding the 
market in multiple timeframes and how you can expect a great move when a market is at a KRA in multiple timeframes.  I pointed 
out the candle that broke above the 1066 KRA and said that it was a signal to go long.  An initial stop could be placed just below 
1063, the lower extreme of the shortest timeframe Balance Area.  The trade was a vertical development trade and therefore, you 
would not want to see the market back below 1063 because then it would be back in rotation in all degrees of time. 
 
 As the ES began to trade up it was important to then see the market internals begin to confirm the move.  With each tick up 
breadth increased and volume began coming in supporting the move up.  With all of the probabilities now on our side, the key is 
stop management and trade management. 
 
 The ES closed the day at 1080.75.  Assuming an entry at 1067, this would have been a move of 13.75 points in the ES.  While 
the entry may not have been exactly at 1067, nor the exit exactly at 1080.75, you can see this would have been a move for a profit of 
about 10 points at a minimum.  That is about what my client took out of the trade. 
 
 The important educational aspect of this is as follows: 
 

1. Understand the development of the market in multiple timeframes. 
 

2. Look for other clues as to what the potential direction of the market will be. 
 

3. Analyze the market on the shorter term charts when looking for trade entry. 
 

4. Trade the development of the market even on a one minute chart. 
 

5. Have patience to watch the market reach the KRA and then move through it before entering the trade. 
 

6. Look to the market internals to confirm your trade. 
 
 I have found when any market reaches a KRA in multiple timeframes as the above example; the higher probability is for a 
larger move in one direction or another.  I hope this helps in your understanding of how important it is to view the market in 
multiple timeframes. 
 
Thanks, 
Joe 
 
 This letter is published once a week and more often if trade lessons are appropriate. 
  
Any information, data, statements, opinions, or projections made in any newsletters ("Newsletters") affiliated with Joseph James Consulting, LLC 
("Joseph James"), may contain certain forward looking statements, projections and information that are based on the beliefs of Joseph James as well as 
assumptions made by, and information currently available to, Joseph James.  Such statements in the Newsletters reflect the view of Joseph James with 
respect to future events and are subject to certain risks, uncertainties and assumptions.  Should one or more of these risks or uncertainties materialize, 
or should underlying assumptions prove incorrect, actual results may vary materially from those described in the Newsletters.  Furthermore, although 
carefully verified, data is not guaranteed as to accuracy or completeness.  Any quotations of individuals other than the authors or providers of the 
Newsletters are provided for informational purposes only and their accuracy and veracity are not guaranteed.  The statements, opinions, and/or data 
expressed in the Newsletters are subject to change without notice based on market and other conditions.  The Newsletters are based on information 
available as of the time they were written, provided, or communicated and Joseph James disclaims any duty to update the Newsletters and any content, 
research or information contained therein.  Accordingly, neither Joseph James nor its principals or affiliates make any representation as to the timeliness 
of any information in the Newsletters.  As a result of all of the foregoing, inter alia, neither Joseph James nor its principals can be held responsible for 
trades executed by the recipients or viewers of the Newsletters based on the statements, projections, research, or any other information of any other 
kind included therein.  Investments in securities and commodities are speculative and involve a high degree of risk; you should be aware that 
you could lose all or a substantial amount of your investment if you attempt to apply any of the information in the Newsletters.  
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ANY PERFORMANCE COMPARISON TO THE PERFORMANCE OF INDICES IN THE NEWSLETTERS MAY NOT BE A MEANINGFUL 
COMPARISON.  INDICES CITED IN THE NEWSLETTERS ARE GENERALLY NOT AVAILABLE FOR DIRECT INVESTMENT AND ARE NOT 
SUBJECT TO FEES.  ANY PERFORMANCE REFERENCED IN THE NEWSLETTERS IS NOT NECESSARILY BASED ON THE SAME TYPES OF 
SECURITIES AND COMMODITIES CONTAINED IN ANY INDEX SHOWN OR REFERENCED IN THE NEWSLETTERS, NOR IS ANY SUCH INDEX 
REPRESENTATIVE OF ANY PERFORMANCE PRESENTED IN THE NEWSLETTERS.  ANY INDICES SHOWN IN THE NEWSLETTERS ARE ONLY 
TO REFLECT COMPARATIVE PERFORMANCE OF FAMILIAR INVESTMENT STYLES.  ANY PERFORMANCE IN THE NEWSLETTERS IS NOT 
AUDITED AND IS NOT INTENDED TO COMPLY WITH AIMR-PPS™ OR GIPS GUIDELINES.  HYPOTHETICAL OR SIMULATED PERFORMANCE 
RESULTS HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE ACTUAL PERFORMANCE RECORDS, SIMULATED RESULTS DO NOT 
REPRESENT ACTUAL TRADING AND RESULTS MAY HAVE UNDER OR OVER COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN 
MARKET FACTORS. NO REPRESENTATION IS BEING MADE THAT ANY COMMODITIES, STOCKS, PORTFOLIO, INDICES, FINANCIAL 
INSTRUMENT, OR INVESTMENT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN OR DESCRIBED IN THE 
NEWSLETTERS. HYPOTHETICAL OR SIMULATED PERFORMANCE IS NOT THE RESULT OF A REAL INVESTMENT PORTFOLIO AND IS BASED 
ON RECOMMENDATIONS MADE IN THE NEWSLETTERS OR OTHERWISE AND IS NOT THE RESULT OF ACTIVE MANAGEMENT OR 
CONSTANT SUPERVISION, BUT RATHER PERIODIC RECOMMENDATIONS.  BEAR IN MIND THAT IF HYPOTHETICAL OR SIMULATED 
PERFORMANCE RESULTS OF PORTFOLIOS OR INVESTMENTS WERE FOR A HEDGE FUND'S PORTFOLIO OR INVESTMENTS, HEDGE FUND 
TRADING COSTS, FEES AND EXPENSES WOULD DECREASE SUCH PERFORMANCE RESULTS.  FURTHERMORE, ACTUAL PERFORMANCE 
WILL VARY BASED ON MANY FACTORS, INCLUDING, BUT NOT LIMITED TO, INVESTMENT STRATEGIES, TAXES, MARKET CONDITIONS AND 
APPLICABLE FEES AND EXPENSES RELATED TO ACTUAL TRADING. NO REPRESENTATION IS BEING MADE THAT FOLLOWING THE 
NEWSLETTERS AND/OR ANY INFORMATION CONTAINED THEREIN WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO 
THOSE SHOWN OR DESCRIBED IN THE NEWSLETTERS. ANY INVESTMENT RETURN AND PRINCIPAL WILL FLUCTUATE WITH MARKET 
CONDITIONS, AND YOU MAY HAVE A GAIN OR LOSS ON YOUR INVESTMENTS.  PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE 
OF FUTURE RESULTS AND FUTURE ACCURACY AND PROFITABLE RESULTS CANNOT BE GUARANTEED.   
 
Joseph James is not registered as a securities broker-dealer or investment advisor either with the U.S. Securities and Exchange Commission.  The 
information contained in the Newsletters are neither an offer to sell nor a solicitation of an offer to buy interests in any private hedge fund, which may be 
managed by any principals of Joseph James.  An offer can only be made by a confidential private offering memorandum, only to individuals who meet 
the investor suitability and sophistication requirements of any such private hedge fund, and only in jurisdictions in which such an offer is lawful.  The 
Newsletters should not be construed by anyone as Joseph James solicitation or offer to effect or attempt to effect transactions in securities or the 
rendering of personalized investment advice (or an offer thereof) for compensation.  The Newsletters, and any information and research contained 
therein, do not represent a recommendation of investment advice to buy or sell stocks or any financial instrument nor are they intended as an 
endorsement of any security or investment.  The Newsletters are for informational purposes only and any watch list, portfolio, trading signal or 
other information contained in the Newsletters represent the writer’s or provider's own investment opinions, and should not be construed as 
personalized investment advice.  Joseph James cannot assess, verify, or guarantee the suitability of any particular investment to any 
personal situation and the reader or listener of the Newsletters bears complete responsibility for its own investment research and should 
seek the advice of a qualified investment and/or tax professional prior to making any investment decisions.  Joseph James may only transact 
business or render personalized advice, and offers of service can only be made, in those states or international jurisdictions where Joseph James is 
registered or where an exemption or exclusion from registration is available.  Nothing herein is an offer of any service that is not legal for offer into any 
particular jurisdiction with Joseph James current licensure (if any). 
 
Joseph James and their respective officers, directors, employees and/or associated entities, including any hedge fund managed by the principals of 
Joseph James, may have positions in, and may from time to time make purchases or sales of, the securities (i.e. commodities) discussed or mentioned 
in the Newsletters.  Furthermore, Joseph James and their respective officers, directors, employees and/or associated entities, including any hedge fund 
managed by the principals of Joseph James, may implement any strategies discussed in the Newsletters before or after such strategies are disclosed to 
recipients of the Newsletters.  The profitability of any strategies communicated through the Newsletters may depend upon a limited number of persons 
implementing and knowing about the strategies.  As a result of Joseph James and their respective officers, directors, employees and/or associated 
entities, including any hedge fund managed by the principals of Joseph James, trading and implementing the securities and strategies, respectively, 
discussed in the Newsletters, before or after such securities or strategies are discussed or disclosed to recipients of the Newsletters, such recipients 
may face decreased or no profitability and increased competition in the marketplace when seeking to implement such strategies or trade such securities.  
The principals of Joseph James might not purchase or utilize in the Newsletters, or make any reference therein to, the securities or strategies, 
respectively, used for any hedge fund affiliated with Joseph James or its principals. 
 
JOSEPH JAMES, ITS AFFILIATES, AND THEIR OFFICERS, DIRECTORS, PRINCIPALS, AGENTS AND EMPLOYEES MAKE NO 
REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED, REGARDING THE SUITABILITY OR OTHER CHARACTERISTICS OF THE 
INFORMATION AND MATERIALS CONTAINED IN OR PRESENTED THROUGH THE NEWSLETTERS.  ALL SUCH INFORMATION AND 
MATERIALS ARE PROVIDED "AS IS", WITHOUT ANY WARRANTY OF ANY KIND.  JOSEPH JAMES HEREBY FURTHER DISCLAIMS ALL 
WARRANTIES AND CONDITIONS WITH REGARD TO SUCH INFORMATION AND MATERIALS, INCLUDING ALL IMPLIED WARRANTIES AND 
CONDITIONS OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE TITLE, NON-INFRINGEMENT AND AVAILABILITY.  
 
IN NO EVENT SHALL JOSEPH JAMES, ITS AFFILIATES, OR THEIR OFFICERS, DIRECTORS, PRINCIPALS, AGENTS AND EMPLOYEES BE 
LIABLE FOR ANY CLAIMS, LIABILITIES, LOSSES, COSTS OR DAMAGES, INCLUDING DIRECT, INDIRECT, PUNITIVE, INCIDENTAL, SPECIAL, 
CONSEQUENTIAL DAMAGES (INCLUDING BUT NOT LIMITED TO, LOST PROFITS OR TRADING LOSSES), OR DAMAGES OF ANY KIND 
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THE NEWSLETTERS (INCLUDING WITHOUT LIMITATION, THE 
CONTENT, INFORMATION, OR RESEARCH INCLUDED THEREIN) WHETHER BASED ON THEORIES ARISING IN CONTRACT, TORT, STRICT 
LIABILITY OR OTHERWISE.  SUCH LIMITATIONS APPLY EVEN IF JOSEPH JAMES, IT’S AFFILIATES, OR ANY OF THEIR OFFICERS, 
DIRECTORS, PRINCIPALS, AGENTS OR EMPLOYEES HAVE BEEN ADVISED OF THE POSSIBILITY OF DAMAGES. 
 
THERE ARE NO REFUNDS 
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