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Disclaimer

This presentation is for educational and informational purposes only and should not be
considered a solicitation to buy or sell a futures contract or make any other type of investment
decision. Futures trading contains substantial risk and is not for every investor. An investor could
potentially lose all or more than the initial investment. Risk capital is money that can be lost
without jeopardizing ones financial security or life style. Only risk capital should be used for
trading and only those with sufficient risk capital should consider trading. Past performance is
not necessarily indicative of future results.

CFTC Rules 4.41 - Hypothetical or Simulated performance results have certain limitations,
unlike an actual performance record, simulated results do not represent actual trading. Also,
since the trades have not been executed, the results may have under-or-over compensated for
the impact, if any, of certain market factors, such as lack of liquidity. Simulated trading programs
in general are also subject to the fact that they are designed with the benefit of hindsight. No
representation is being made that any account will or is likely to achieve profit or losses similar
to those shown.
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When dealing in order flow delta there are different
delta numbers you can look at:

Delta — Which is the current delta reading for the bar
and when the bar closes is the final delta for the bar.
Max Delta — The most positive delta was in a bar.
Min Delta — The most negative delta was in a bar.
Cumulative Delta — The running delta for the session.
Cumulative Delta / Volume — The cumulative delta
divided by the total volume for the session up to that
point in time.
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When looking at delta the type of chart you look at will
give you very different delta readings.

Minute based chart versus range based chart.

Range based charts give you clearer reading on price
movement than time based charts because a new bar
will only form if price is moving.
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Delta — is the difference between aggressive buying and
aggressive selling in a bar. While the bar is forming, the
delta number is constantly changing as trading is
occurring. The delta will go positive or negative. Once
the bar is closed the delta will not change.
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Delta — You have to remember that delta in a bar, while
the bar is forming, the delta value can change from a
strong positive to a strong negative and vice versa. You
need to be careful taking a trade early while a bar is
forming based on your thoughts of delta because it can
change in an instance.
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Delta is related to volume. When an underlying cash
market opens and volume picks up the delta numbers
overall will generally be bigger.

Opening and closing times may exhibit larger than
average delta numbers due to the larger than average
volume at the time period.
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Max Delta is the strongest delta was on the positive

side. This means how strong aggressive buying was at
one point in the bar. A final delta value that is close to

the max delta value indicates aggressive buyers
dominated the bar.
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What | like about Max Delta is when, over a few bars,
the Delta finishes near the Max Delta and the Min Delta
is relatively small, it indicates strong aggressive buying
and the strength often builds on itself and the markets
tend to rise.
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Min Delta is the strongest delta was in the negative side

of a bar. Meaning how strong aggressive sellers were in
the bar. A close near the min delta number indicates

aggressive sellers dominated the bar.
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What | like about Min Delta is when you string together
a few bars where the bar Delta finishes near the Min
Delta number it is a great potential short opportunity.
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There are different ways to analyze the max and min

delta that give a trade an insight into the market not
visible anywhere else.

It can help you to see shifts in supply and demand.
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How can you see shifts in supply and demand?

There will be bars that have a large max delta value and
a large min delta value, then closes near one or the

other,

For example, a market has a min delta of -1766, a max
delta of 2359 and a delta of 2359. Which way do you
think the market is going to go? Higher or lower?
Higher.
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Cumulative Delta is the running delta for the entire
trading session. Take the delta for each bar and add or
subtract it from the total.
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Personally | think cumulative delta can be a lagging
indicator because for a market spend hours putting
together bars with positive delta to give you a positive
cumulative delta, that it will take many bars of negative
delta to turn the cumulative delta negative.
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BEST FOREX{STORE!
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There are some traders who say “trade in the direction
of the cumulative delta.” | find that incredibly bad
advice because for example, if you are trading a 1
minute ES chart and the cumulative delta is positive
32623 and you get a short signal you won’t take the
short trade and you could miss a lot of otherwise great
trades. On a minute based chart where you only get bar
deltas in the hundred, it will take a lot of negative delta
bars to turn the cumulative delta negative.
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Those are the issues | have with cumulative delta. That
is not to say it is not a useful tool. Instead | just want to
show you the pitfalls of cumulative delta.
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Cumulative Delta / Volume is the cumulative delta
divided by the total volume for the session at that point
In time.

When the ratio is close to zero it is indicative of a small
cumulative delta.

The thing is total volume will always be growing while
cumulative delta can expand or contract.
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What | look for is areas where the cumulative
delta/volume is close to 0.000 and then look to trade in
the direction of the strong delta that follows.

It is kind of an area of absorption and consolidation,
traders are nearly equal for the session and | am just
waiting to see the direction the market goes.
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| also look for areas where it is quite high (in an absolute
sense). A ratio above 0.050 is what | consider high.

It shows an underlying strength in the market.
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A lot of times the cumulative delta/volume is so small
that it is useless.
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Another problem with Cumulative Delta / Volume is
over time it can flatten. As the day goes on changes are

minor. So it will be difficult to see any changes have an
effect on the market.


https://libraryoftrader.com

Order Flows Trader(6E 09-18 (5 Minute))
. 1.17520

Cumulative Delta / -

117380

1.17360

117340

1.17320

1.17300

117280

117260

117240

117220

1.17200

117180

Max. Delta 117160

Min. Delta

Cum. Delta

Cum. Delta / Volume
Volume
Samanshaeder LLC

08:00 08:10 08:20 08:30 08:40 08:50 09:00 09:10 09:20 09:30 09:40 09:50 10:00 10:10 10:20 10:30 10:40

117140



https://libraryoftrader.com

ORDERFLOWS.COM

| will admit | don’t pay much attention to the cum
delta/volume ratio. Personally | just find there is a lot of
other information in other forms of delta that is more

useful.
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By now you should understand the different types of
delta numbers available for your analysis and more
importantly you should understand what they mean

and how to use them.
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This is the end of lesson 3. In lesson 4, | will explain in
detail order flow delta setups so that you can start
looking for them yourself.
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