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Welcome to the breakout trading plan tutorial!

In this free guide, you will learn a step-by-step method to help you develop
a complete trading plan for trading breakouts.

What are breakouts?

Breakouts are significant price movements that occur when a stock breaks
above or below a consolidation, a prior candle high or after a small pull
back in price. By identifying and trading breakouts, you can take advantage
of potential high-reward opportunities.

Breakouts we will trade

We will focus on a specific type of breakout setup (there are a few breakout
types) that has certain criteria that must be met to be put on a watchlist.

Continuation Breakouts

Unlike consolidated breakouts that take weeks and months (even years) to
form, continuation breakouts have a time limit of 10 days or less to form
prior to breakout out. This tells us that buyers are eagerly interested in the
stock and we can expect (not guaranteed) a strong “pop” when price
breaks.

CONTINUATION BREAKOUT

Source: Netpicks.com
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Continuation breakouts are held for 2 - 5 days (up to 10 days on higher
priced stocks) and exit when price stalls or you’'ve seen a 10-20% price
jump.

These breakouts do not require high volume on the break to work.

These breaks are following the natural rhythm of the market: impulse leg >
corrective leg > impulse leg. These breaks are also not always
recovering above high level resistance. Look at the third breakout in the
above graphic.

Consolidated breakout are generally held for a longer period due to the
length of the consolidation. These require higher volume on the break
and the potential of a long run in price is there.
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Source: Netpicks.com

Trades taken through consolidated breakouts can be held through
retracements and trading ranges. These require patience and the ability to
sit through disappearing paper profits during corrective phases.

We want to take our 3-5 day trades and then exit with gains of 10%,
20% and sometimes a lot more.
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How To Find These Setups

In order to locate these setups, you need to follow some very important
steps:

Explosive First Leg: The impulse move must be at least 15 - 20% which
shows plenty of interested buyers. Prefer that this impulse move is within
the last two trading weeks.

25% JUMP

Source: Netpicks.com

This chart shows a 25% jump in price from the bottom which qualifies us to
look further into the chart to see if it fits our next step.

Consolidation Period: We need a few days of consolidation with low
volatility. We don’t want to see strong thrusts to the downside which may
indicate less interested buyers.
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CONSOLIDATION

—
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Source: Netpicks.com

After a 16% thrust in price, a clean and orderly consolidation takes place.
Also note the low volume inside the consolidation. The “spring”
candlestick is an early entry for advanced traders. There is no
breakdown in price or any significant price action to be concerned with.

For traders that are conservative and skipped the spring entry, we want to
see a narrow range day prior to the breakout which is what we see here.

CHEAT: Use a 1 period ATR and look for a spike down the day before
the breakout.
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Source: Netpicks.com

Breakout Day

The day arrives and price breaches resistance level. We want this to occur
early in the day and we can use pending orders at the breakout level
without waiting for confirmation. This will depend on the quality of the
consolidation.

EARLY ENTRY

Source: Netpicks.com
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On this chart, price made a 37% jump in price and put in an orderly
consolidation. The early entry is noted as the prior candle was a narrow
range day with less than 2% price movement. An entry above the high of
that candle ($9.30) fits the strategy.

Advanced traders may look for early entries. The key is a small range
day less than 2% +/- movement.

Stop Loss

The stop loss on these trades is simple - low of the day. You may
implement a maximum 2-4% risk from entry if entering early in the morning
and on the above example: $9.30 * 4% = .37. Also slightly more than half of
the days range is appropriate.

Follow Through

We want to see the day of entry close on the high. If not, you must decide
whether to hold or close. We want to see follow through on the day to
“confirm” the breakout is legitimate.

Scale Stop

If closing strong, traders may reduce the risk on the trade and move the
stop up to just below the 50% level of the entry day.

Profit Targets

Any large move that is greater than the recent past is one technique. Close
after 3 - 5 days depending on the price action and your risk tolerance.
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In A Nutshell...

1. Continuation breakouts are significant price movements that occur when
a stock breaks above or below a consolidation or from a small pullback in
price.

2. Continuation breakouts have a time limit of 10 days or less to form prior
to breaking out, indicating strong buyer interest and the potential for a
strong price movement.

3. These breakouts are typically held for 2-5 days (up to 10 days for
higher-priced stocks) and are exited when price stalls or after seeing a
10-20% price jump.

4. Explosive first leg: The impulse move must be at least 15-20% within the
last two trading weeks to indicate plenty of interested buyers.

5. Consolidation period: There should be a few days of consolidation with
low volatility and no strong thrusts to the downside, indicating less
interested buyers.

6. Breakout day: The breakout should occur early in the day, and pending
orders at the breakout level can be used without waiting for confirmation.

7. Stop-loss: The stop-loss should be placed at the low of the breakout day
or a maximum of 4% risk or slightly more than half of the day's candle. |
generally use the 2-3% (higher price stock >$10) 8-10% (lower price stocks
<$10) and half days range depending on entry.

8. Follow-through: It is ideal to see the day of entry close on the high,
indicating confirmation of the breakout. If not, traders must decide whether
to hold or close the position.

9. Scale stop: If the breakout day closes strong, traders may choose to
move the stop-loss up to just below the 50% level of the entry day, reducing
the risk on the trade.
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10. Profit targets: Look for any large moves that are greater than the recent
past as potential exit points. Close the position after 3-5 days, depending
on the price action and risk tolerance.

11. It is important to enter these breakouts quickly and not wait for the close
of the day, as waiting can diminish the odds of positive movement.

12. Note that these strategies should be used for educational purposes
only and should not be considered as financial advice. Always conduct your
own research and consult with a professional financial advisor before
making any investment decisions.

It is essential to understand these strategies before implementing
them in real trading scenarios.

Wrapping Up

Breakout trading can be a powerful strategy for capturing potential
high-reward opportunities in the market. By focusing on continuation
breakouts, traders can take advantage of significant price movements that
occur when a stock breaks above or below a consolidation or from a small
pullback in price.

The key to successfully trading continuation breakouts lies in following a
structured trading plan. This plan involves:

e Identifying an explosive first leg

e Identify a consolidation period with low volatility

e Look for a low volatility day with less than 2% up or down

e Enter the trade with a stop-loss set at the current low of the day.
e Look for follow-through in the form of the day closing on the high

Traders can then consider scaling their stop to reduce risk, and identify
profit targets by looking for large moves compared to recent price action. It
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is important to closely monitor the trade and adjust stop-loss levels
accordingly.

This strategy requires practice, patience, and diligence. As with any trading
strategy, there are risks involved that you must be comfortable with.

By following the steps outlined in this tutorial and developing a well-defined
trading plan, traders can improve their chances of successfully trading
continuation breakouts and potentially achieving profitable results.

Note: The strategy mentioned in this tutorial is for educational purposes
only and should not be considered as financial advice. Always do your own
research and consult with a professional financial advisor before making
any investment decisions.
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Disclaimer

Copyright Spirit Funds LLC, DBA NetPicks © 2023-2024

All Rights Reserved. Protected by copyright laws of the United States and
international treaties. This report may only be used pursuant to the terms of use
agreement controlling the netpicks.com website and any reproduction, copying, or
redistribution of this report or its contents, in whole or in part, is strictly prohibited
without the express written permission of NetPicks.

FOR EDUCATIONAL AND INFORMATION PURPOSES ONLY; NOT
INVESTMENT ADVICE.

NetPicks Services are offered for educational and informational purposes only and
should NOT be construed as a securities-related offer or solicitation or be relied
upon as personalized investment advice. We are not financial advisors and cannot
give personalized advice. There is a risk of loss in all trading, and you may lose
some or all of your original investment. Results presented are not typical.

Hypothetical performance results have many inherent limitations, some of which
are described below. No representation is being made that any trading account will
or is likely to achieve profits or losses similar to those shown, in fact, there are
frequently sharp differences between hypothetical trading performance results and
the actual results subsequently achieved by any particular trading program.

One of the limitations of hypothetical trading performance results is that they are
generally prepared with the benefit of hindsight. In addition, hypothetical trading
does not involve financial risk, and no hypothetical trading record can completely
account for the impact of financial risk in actual trading. For example, the ability to
withstand losses or to adhere to a particular trading program in spite of trading
losses are material points which can also adversely affect actual trading results.
There are numerous other factors related to the markets in general or to the
implementation of any specific trading program which cannot be fully accounted for
in the preparation of hypothetical forex trading performance results, and all of which
can adversely affect actual forex trading results.

Past results of NetPicks are not indicative of future performance.
The monthly and composite annual results should be viewed as hypothetical.

In reality, the results do not represent the track record of the methodology originator
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or subscribers. This also means there is no guarantee that one applying these
methodologies would have the same results as posted. Since trading successfully
depends on many elements including but not limited to a trading methodology and
trader psychology, our website does not make any representation whatsoever that
the above mentioned trading systems might be or is suitable or profitable for you.

In addition, it's important to understand and accept that there can be data outages
and server failures. The brokers system might not be functional, the auto trading
servers might have technical difficulties and there may be times where
communication between accounts, the broker and the auto-trade program are not
functioning properly. This can lead to greater risk. Markets also do not always
guarantee exact fills. Periods of fast markets can cause greater degrees of slippage
and less than ideal fills. There can be no guarantee that your account will always
be able to enter and exit the program’s ideal entry or exit point.

They carry a high degree of risk.

100% Unbiased Pledge: Employees, contractors and owners of NetPicks are
expressly forbidden from owning any of the securities that they are recommending
to subscribers unless clearly identified in their work. This ensures you are getting
100% unbiased research on investments our analysts have come across in their
own due diligence.

Nothing in this report, nor any communication by our employees or contractors to
you should be considered personalized investment advice.

Past performance is no guarantee of future results. All information is issued solely
for informational purposes and is not to be construed as an offer to sell or the
solicitation of an offer to buy, nor is it to be construed as a recommendation to buy,
hold or sell any security. All opinions, analyses and information contained herein
are based on sources believed to be reliable and written in good faith, but no
representation or warranty of any kind, expressed or implied, is made including but
not limited to any representation or warranty concerning accuracy, completeness,
correctness, timeliness or appropriateness. Investments recommended in this
publication should only be made after consulting with your financial advisor.

Copyright 2024 Spirit Funds LLC www.NetPicks.com



