
Your First Profitable 
System

Market Types



Edge

A trading edge is a technique, observation or approach that 
creates a cash advantage over other market players. It 
doesn't have to be elaborate to fulfill its purpose; anything 
that adds a few points to the winning side of an equation 
builds an edge that lasts a lifetime.



Consistently Profitable

Stacking Edges

Becoming World Class at the important things

Categorizing market types 

Exploiting the characteristics of that market type



Context

Match the tools and equipment to the appropriate 
environment. 

January in Montana = no shorts



3 Types of Markets

Trending Market

Mean Reverting Market

No Go



Trending Markets

Bullish Trending Market:
Higher Highs

Higher Lows

Bearish Trending Market: 
Lower Highs

Lower Lows



ADD CHART OF TRENDING MARKET



Trending Markets

Lower Win Rates

Higher Average Wins/ Lower Average Losses

“Let your winners run and cut your losers short”

Add to your positions as they continue moving



Mean Reverting Market

Clearly Identifiable Range

Failed Breakouts and Breakdowns

Price Reverts Back to a Median Price



ADD CHART OF MEAN REVERTING



Mean Reversion Market

Higher win rates

Lower avg win/ lower avg loss

“Cut your winners short & cut your losers short”

Take from your positions as they improve



No Go Market
Any unidentifiable market

No advantage with any of your setups

High risk and unknown reward


