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In a world of increasing volatility, CME Group is where the world comes to manage risk across all major asset
classes — interest rates, equity indexes, foreign exchange, energy, agricultural commodities, metals and
alternative investments like weather and real estate. Built on the heritage of CME, CBOT, COMEX and NYMEX,
CME Group is the world'’s largest and most diverse derivatives exchange, encompassing the widest range of
benchmark products available. CME Group brings buyers and sellers together on the CME Globex electronic
trading platform and on trading floors in Chicago and New York. We provide you with the tools you need to
meet your business objectives and achieve your financial goals. And CME Clearing matches and settles all
trades and guarantees the creditworthiness of every transaction that takes place in our markets.
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INTRODUCTION

This pamphlet has been designed to be a companion piece
for CME Group’s three-part video series “Getting Started:

building a sound foundation for your trading career”.

The purpose of the video series is to provide new traders
with a rational starting point from which they can build
and expand over time, while it also offers the experienced
trader valuable reminders to enhance their existing
techniques. This series begins with a few key concepts
and trade setups, followed by a presentation on develop-
ing your initial trading plan and then concludes with a
method of practice that highlights the importance of trad-

ing on a simulator.

The series is presented by Jeff Quinto who has been
involved in futures trading for over 37 years. Jeff has been
afloor trader, a member of several exchanges, President of
a clearing firm, principal of a proprietary trading firm as

well as a coach and mentor to many.

“When I first discovered the futures markets, as a young
man in the early seventies, I knew I had found my call-
ing,” says Jeff Quinto. “I cannot imagine a more reward-
ing, interesting and challenging lifetime pursuit than trad-
ing. However, as exciting as trading has been for me, it
also contains a great deal of risk and potential for loss. For
this reason, it is important for new traders to start their
careers with a sound foundation, using the best practices

available”

This pamphlet and the three associated videos are meant
to provide you with the same foundational processes fol-
lowed by many successful traders, allowing you to benefit

from the experiences of others.

In the early days of electronic trading, all the screen-based
traders I knew used either one-minute, five-minute or
ten-minute charts. One day, a trader in our trading room
realized that you did not have to trade using these common
minute bars; you could use any number of minutes you

wanted. He started using three-minute bars and it worked.

We all switched to three-minute bars thinking that we
had made a great discovery. We vowed not to tell traders
outside our trading room about our clever use of three-
minute bars. It seems silly that we thought we had found
some sort of secret in the three-minute bars, but we were
a lot less sophisticated back then and, in fairness, the

three-minute bars worked for us.

I used three-minute bars for several years until one De-
cember day when the market broke violently over a nine
minute period. Ilooked at my three-minute bar chart and
all it showed was three long down bars with no overlap-
ping. It looked like the market fell like a stone with no

chance to get in.



INTRODUCTION (CONT'D)

Then, I wondered how that same down move would look
on a different chart, so I pulled up a 300 tick chart. In
fact, the 300-tick chart for that nine minute period,
showed great structure with the market falling and then
retracing, again and again. Where the minute chart
showed only the fall in price, the tick chart showed the
market falling and retracing the whole way down. Where
the three-minute chart produced three bars, the 300-tick
chart produced fifteen or twenty bars. The tick chart
showed the action, although at very fast speed, where the

minute chart did not.

For me, tick bars are the most perceptive because they
normalize my charts based on price movement, not time.
A tick bar at 2:00AM will contain the same number of
price changes as a tick bar at 2:00PM. Of course the
2:00AM bar may take thirty minutes to form and the bar
at 2:00PM may take one minute; however, each tick bar

contains the same number of price changes.

When I first started trading on the floor, an older, veteran
trader asked me what I was doing. I cleverly told him

I was buying low and selling high. He looked at me in
amusement and said, “the real money in trading is buying
high and selling higher”. It was much later that I under-
stood what the veteran trader was revealing. Successful
trading is not about buying the bottom and selling the
top. It is about finding a high-probability point to enter a
trade in the direction of the trend and, in so doing, make
areasonable profit. The goal of your trading should be to

capture meaningful profits from the middle of the move.

New traders often think that successful trading is all
about accuracy. They think that as they become a better
trader, they will become better at picking the right spot
to enter trades and, in so doing, will have a higher and
higher accuracy percentage. This places too much impor-
tance on the outcome for each trade. I tell traders in my
Electronic Trader Mentoring Program that each trade is
just a small probability. Some will work and some will
not. The object is not to always be right. The object is to
get out of trades that are not rewarding you and stay with

trades that do reward you.



TRADE SET-UPS

On using Keltner Bands and Moving to precisely the moving average as if the moving average is
Averages some magical point. Instead, I let the market come to me,
I use exponential moving averages and Keltner bands as often buying below the moving average in an uptrend or
reference points on the chart. I do not blindly trade in selling above the moving average in a downtrend.

the direction of the trend every time the market retraces

Retracement to a Moving Average
Using a 377 tick chart, Keltner Channels and a 21 period Moving Average
1) Keltner Setup

ESMO ~ 377 Ticks QO o

2:07:34 om 2:16:34 pm 2:24:53 pm 2:30:47 pm 23713 0m 24320 om 2:48/00 pm
a) The market has established an uptrend by piercing the Upper Keltner Band.
b) Look for a retracement back to the moving average (MA). (The same basic

methodology can be applied to a down trend)



TRADE SET-UPS (CONT'D)

2) Keltner Stop Placement
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a) Place an order to Buy 1 E-mini S&P as close to the Moving Average as possible. With the MA at
814.70 we will use a sample fill of 815.00.

b) When filled, place a protective sell stop 8 ticks below the entry price at 813.00.



TRADE SET-UPS (CONT'D)

3) Keltner Exit

ES™D ~ 377 Ticks DEEETEENE)=R =S

R12.00__ - - - -

g815.00

| 814,00
813.00
L. 812.00
43:14 pa
a) Modify your stop as the market moves in your favor trailing it 8 ticks below the high price of the
move.
b) Eventually our stop order was resting at 819.00 and the sample trade was

stopped out at that price.



TRADE SET-UPS (CONT'D)

Why | Like Flags

Traders talk about the market as if it goes straight up and
straight down. In fact, it moves in waves; it ebbs and
flows. When the market moves strongly in one direction
it is like a rubber band in that it stretches as far as it can

and, then, it comes back (retraces) a little to temporar-

Bear Flag
Using a 377 tick chart
1) Flag Setup

ESMD ~ 377 Ticks

F!“'ll

ily relieve the pressure and then usually continues on its
original path. When the market retraces after a strong
run it often produces a very common retracement pat-
tern, the flag. It does it nearly every day in every market.
The challenge in trading flags is finding where the flag is

fully formed and ready to continue the original trend.

3:05:00 pm

a) The market has created a bear flag as it pulls back from a longer term downward trend. Bear flags are
characterized by a series of higher highs and higher lows similar to a channel.

b) Look for a continuation of the previous down trend if the market trades below the lower boundary of

the bear flag. (The opposite would apply in a Bull Flag)



TRADE SET-UPS (CONT'D)

Why | Like Flags
2) Flag Stop Placement

ESMD ~ 377 Ticks &

| 867.00
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L 854.00

[2:05:00 pm

a) Place an order to Sell 1 ES if the market falls below the previous low of 860.25. A realistic fill would
be to sell 1 E-mini S&P at 860.00.

b) When filled, place a protective sell stop, 8 ticks above your entry price, in this case at 862.00.
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TRADE SET-UPS (CONT'D)

Why | Like Flags
3) Flag Exit

ESMD ~ 377 Thoks E
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a) If the market moves in your favor, modify your stop to be 8 ticks above the low price of the move
b) In this case the sample trade was stopped out at 855.50
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TRADE SET-UPS (CONT'D)

What is a Channel and How Do |

Use Them

A channel is formed as the market moves in a direction
and repeatedly retraces back a portion of the move it
made and, then, moves forward again only to retrace a

portion of the move, once again. A channel pattern does

Bull Channel
Using a 377 tick chart

1y

ESMD ~ 377 Ticks i

Channel Setup

not continue indefinitely. Therefore, you need to be wary
of the market breaking out of the channel as it either
accelerates its move in the trend direction, it retraces out-
side the channel or it changes direction. A channel allows
you to see a trend as well as the trend’s natural retrace-
ments so you can judge where to enter the market in the

direction of the trend on a retracement.

11:02:39 am 11:32-55 am 12:04:42 pm

L -
12523

oLl B P

: ;
pm

102108 pm

b)
apply for a Bear Channel).

The market has established an upward trend channel.
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Look for an opportunity to buy at the lower end of the upward trend Channel. (The opposite would



TRADE SET-UPS (CONT'D)

What is a Channel and How Do | Use Them

2) Channel Stop Placement
ES™D ~ 377 Ticks
[ | 8s4.00
| | a53.00
[ | as2.00
| 851.00
I 1 850.00
[ | a49.00
B48.00
|| 847.00
L 846.00
|| 845,00
[ | 844.00
10:42:58am  11:02:39am  11:3255am  1204:42pm  12:2%20pm  1244ddpm L0208 pm 1:18:31 pm
a) Place an order to buy 1 ES as close to the bottom of the trend as possible.
Sample fill at 848.00
b) Place a initial stop 8 ticks below your fill price 846.00
13



TRADE SET-UPS (CONT'D)

What is a Channel and How Do | Use Them
3) Channel Exit

ES™D ~ 377 Ticks

| | 854.00

| 1 853.00

| | 852.00

| 851.00

-t 850,00
| | #49.00

848.00

L 847.00

| 846,00

|| 845.00

|_L 844.00

10:4258am 110239am  11:3255 am 1220442 pm  12:22320pm  12'44:44 pm 1:02:08 pm 1:18:31 pm

a) Modify your stop as market moves in your favor trailing it 8 ticks below the high price of the move

b) We exited our long position when we were stopped out at 851.00
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REPORTING FOR FUN AND PROFIT

Decide what is important to you — First, decide
what is important to record and record only those
things that are likely to help you. Be sure to record
the outcome for each trade by setup, by the time

in each trade, by the percentage of winners versus
total trades, by the average ticks per winner and by
ticks per loser. Note trades that you did that were
not in your plan (you will be surprised how much

these undisciplined trades cost).

Be easy on yourself — Take advantage of what is
readily available to you in your trading software and
automate your record keeping as much as possible.
If your record keeping is overly complicated and

burdensome, you will not continue it for long.
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Regularly analyze your records — Periodically
analyze your records to determine (a) whether you
are doing what you had planned; and (b) whether
you are getting the outcome you expected from your
trades. Try to learn from your records what can be
learned, but do not overanalyze your results. The
most insightful lessons to be learned from this ex-
ercise will be obvious to you if your records include

only what is important.



SAMPLE TRADING PLAN

TRADING:

The contracts | intend to trade: e—pas S&Ps (ES) on the Sirwlddor

The hours | will trade: 1008 a»? 2o 12:30 a» £s57T

and 218 pm - 330 pr1 EST

The set-ups | will take:

1.

Ketracerients in the direction of the enerqy as Z/’/ey
approach the 21-period EMA coith owter Keltner bands 1.s
Cimes the 2!—-/063/‘/00/ A \/erage 7 rete ( dnﬂe on a 377—{‘/‘6(
candlestick chart: I will enter trades L(S/‘ng linuts and
exi? Zrades asfnﬁ market orders.

F/ag\f in the direction of the enerqy & the botdon

of’ Che deepest retracements of a #/ ag on a 374~ dick
candlestick chart: T will enter trades L(S/nﬁ liruts and
exi? Zrades aS/ng market orders.

. Channel/s in the direction of Zhe enerqy a/ong Zhe

retracerent trend line of the channe! on a 37F-tick

16



SAMPLE TRADING PLAN

Jeff Quinto’s Trading Plan

RISK:

My loss limit in ticks per trade and in total dollar loss per day: § Z‘/“C(S per
Zrade and 30 ticks per day

What | will do after x number of losses in a row: 3 /oSSesS in a row = Zake
a Mean/ngf’a/ break (Zern ofF rmomtors, take a walk owdside
Zhe Z‘rac://ng roonr)

My strategy for increasing and decreasing my trading size: Z ewi// Zrade oo
contracts on each trade cohenever the PE&L is 3)‘&@&/‘ Zhan
40 ticks; I eill reduce #rom 2 contracts £ t¢he P&l goes
below 40 ticks; I eill stop Z‘raa//ng Shout/d a a)/nn/ng day
over 30 ticks retreat /3 (le. X I am Up 30 ticks, I cil/
stop ;‘raa//ng For the day, should ry P&L decrease Zo 20
z‘/‘cks

17



SAMPLE TRADING PLAN

Jeff Quinto’s Trading Plan

GOALS:

How many ticks am | trying to make today: Z a»7? woré/ng o beat Zhe
Ma)‘,éez(, each a/czy)' %4 imtial Pé&L 3062/ 1S ée/ng poSI‘Z(/‘\/e on the
SI‘ML(/QfOI‘

How many trades do | plan to make per day: 10-18 ralirona/ ¢rades

How long do | plan to hold winners and losers? YWold coinners wntdi/ Zhey
stall; hold scralches and /osers ro /ongel- Chan s runutes

18



SAMPLE TRADING PLAN

REPORTING:

My plan for writing a brief narrative of the day’s trading: Z cor// eoride a
narrative of the day and what I learned and observed on
¢he dally chart that I prepare For ry/se/f and send Zo
JefF as a 479 Ale, I will save all of these o/a//y Ales For

future reference

My plan to keep statistics of my trades (hold times, results, et cetera): Osn ZAe
daily chart, saved as a JPe9 Aley, I will note rpy Zota/
Crades, I cill calculate rry number of tinners and losers,
average hold times For winners and for losers, I cwil/
make a table of the number of ticks for all ¢rades (ie. 2
@ -1 ticks, 3 @ O Licks, 4 @ +2 Cicks)

How | will mark my trades on the same charts | use to trade: Z coi// sicr&
each ?rade on a 37F-tick chart Show/ng where I got
into the trade, where I exited the Crade, an indication of
hether 1T was /on3 or Short, ticks made or lost, and
f//)?e Y7 edd/[ f/‘aa/e_

19



SAMPLE TRADING PLAN

Jeff Quinto’s Trading Plan

CONTINGENCIES:

What number do | call to get out of trades should my system crashes: Ca// ZAe
Control/ Center at 1-312-555-20¢2 Zo 3&% out of positions,
cancel! open orders and 5ef information on the status oF
Zhe market and ry SyYSten

Who can | contact to troubleshoot or repair my computer?

Call Bill Sruth 312-555-2025

Who do | call to get my Internet connection checked and fixed if needed?
Call Charter Communicadions ($55) 435—2422

Copyright © 2009 by Jeff Quinto
All rights reserved
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BLANK TRADING PLAN

TRADING:

The contracts | intend to trade:

The hours | will trade:

The set-ups | will take:

21



SAMPLE TRADING PLAN (CONT'D)

RISK:

My loss limit in ticks per trade and in total dollar loss per day:

What | will do after x number of losses in a row:

My strategy for increasing and decreasing my trading size:

22



SAMPLE TRADING PLAN (CONT'D)

GOALS:

How many ticks am | trying to make today:

How many trades do | plan to make per day:

How long do | plan to hold winners and losers?

23



SAMPLE TRADING PLAN (CONT'D)

REPORTING:

My plan for writing a brief narrative of the day’s trading:

My plan to keep statistics of my trades (hold times, results, et cetera):

How | will mark my trades on the same charts | use to trade:

24



SAMPLE TRADING PLAN (CONT'D)

CONTINGENCIES:

What number do | call to get out of trades should my system crashes:

Who can | contact to troubleshoot or repair my computer?

Who do | call to get my Internet connection checked and fixed if needed?

Copyright © 2009 by Jeff Quinto
All rights reserved
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Getting Started: Building a Strong Foundation for Your Trading Career was written by Jeff Quinto, President of
Electronic Futures Trader, Inc.

This information has been complied by CME Group for general purpose only. CME Group assumes no responsibility
for any errors or omission. Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a
leveraged investment, and because only a percentage of a contract’s value is required to trade, it is possible to lose
more than the amount of money deposited for a futures position. Therefore, traders should only use funds that they
can afford to lose without affecting their lifestyles. And only a portion of those funds should be devoted to any one
trade because they cannot expect to profit on every trade.

CME Group is a trademark of CME Group Inc. The Globe logo, CME, Chicago Mercantile Exchange, E-mini and Globex
are trademarks of Chicago Mercantile Exchange Inc. CBOT and Chicago Board of Trade are trademarks of the Board
of Trade of the City of Chicago.

NYMEX, New York Mercantile Exchange and ClearPort are trademarks of New York Mercantile Exchange Inc. COMEX
is a trademark of Commodity Exchange Inc.

All other trademarks are the property of their respective owners. Further information about CME Group and its prod-
ucts can be found at www.cmegroup.com.

Copyright © 2009 CME Group. All rights reserved.



