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Beginners Guide to VWAP Part 2: VWAP Trading
Setups
2 Comments / Trading Articles / By Trader Dale

This article is a part of a three-part Beginners Guide to VWAP. Here are links to all three
parts:

1. Beginners Guide to VWAP Part 1: What is VWAP
2. Beginners Guide to VWAP Part 2: VWAP Trading_Setups
3. Beginners Guide to VWAP Part 3: Where to get VWAP & Setup Guide

In this article | am going to to break down to you my two favorite VWAP setups.

CLICK HERE

You can use those setups on any trading instrument you want, and also on any time frame
you want. | prefer to use 60 Minute and 30 Minute time frame.

Setup #1: VWAP Rotation INSTANT
Setup

| trade this setup when the price is in a rotation. To identify a rotation | use VWAP 1st
Deviations — those are the grey lines. If they both move horizontally (sideways), then there

|
is a rotation. I N STA N T STINI
When the market is in a rotation, then those 1st Deviations work as support and resistance
zones.

Apart from my other trading strategies, | consider those Deviations strong support and
resistance zones even after they get tested for the first time. So no matter how many times they




get hit, they should always represent supports and resistances.

Long trade scenario:

When a price is below VWAP and hits the 1st Deviation from above, then it is a signal to enter a
long position. After your entry, the price should head back into the center of the rotation —

towards the yellow VWAP line.

Short trade scenario:

The price is above VWAP and it hits the upper 1st Deviation from below. This is a signal for
a short trade entry. The price should react to the resistance and head back into the rotation —

towards the VWAP line.

In the previous VWAP article | said that VWAP works like a magnet. For this reason, you can

use the VWAP line as Take Profit.

You can also use fixed Take Profit — for example, 20 pip profit (for intraday trading).

The picture befow shows a short trade scenario on EUR/USD; 60 Minute chart; Weekly VWAP:
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Another example of the VWARP Rotation strategy shows two long trade opportunities and one

short trade opportunity.
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In all three cases the yellow VIWAP line would work as a nice place for a Take Profit.

The chart below shows USD/CHF; 60 Minute chart; Weekly VWAFP:
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Setup #2: VWAP Trend Setup

As the name of this setup tells you, you should look for this setup when there is a trend.
So, the first thing to do is identify a trend. | prefer to do that using 1st Deviations of VWAP

(grey lines). If one or both of them starts to move vertically (upwards or downwards), then it
means the the price and volumes are shifting and that there is a trend.

Long trade scenario:
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When there is an uptrend (the 1st deviation is moving upwards) then | want to see the price
move above the 1st deviation.

This 1st deviation should work as a support, so when the price hits it from above, thenitis a
signal to enter a long trade.

| like the first test of the support the most, but | don’t mind trading all the tests (going long every
time the price hits the 1st Deviation from above).

Below is USD/CHF, 60 Minute chart; Weekly VWAP:
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Short trade scenario:

When there is a downtrend (the 1st Deviation is heading downwards) then | want to see the
price moving below the 1st Deviation.

When there is a pullback to the 1st Deviation, then it is a signal for a short trade.

Every time the price hits the 1st Deviation from below it is a signal to go short. You can
do this until the trend stops and a rotation starts.

Then it is time for the Rotation setup again...

Below is the VWAP Trend setup on EUR/USD; 60 Minute chart; Weekly VWAP:
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Do you want ME to help YOU with your trading?

Join one of my Volume Profile Educational courses and get my private trading levels,

15 hours of video content, my custom made Volume Profile indicators, and more!

Click Here w

VWAP + Volume Profile

You will get the best results when you combine VWAP trading setups with Volume Profile

trading setups.
The way to do this is to find a price level where you get a trade entry signal from VWAP (from
either of the two strategies | showed you) and also an entry signal from some of the Volume
Profile setups.

Both VWAP and Volume Profile need to point you to the same trading level.

In order to do this you need to learn the Volume Profile setups. You can learn them here:
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Volume Profile Trading_Setups

Here are some examples of how to combine VWAP and Volume Profile:

Example #1

The first example is on a Daily chart of AUD/JPY. Here | am using a Yearly VWAP, which
means that every Year a new VWAP(+ Deviations) are calculated anew.

VWAP shows a short entry based on the VWAP Trend Setup. There is also a Volume Profile
setup called the Volume Accumulation Setup. Both these setups point to the same short level:
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Example #2:

The picture below shows a 60 Minute chart of the USD/JPY. Here | use the Weekly VWAP
(every new week a new VWAP + Deviations start calculating anew).

There is the same Volume Profile setup as in the previous example (the Volume
Accumulation setup). Only this time it is a long trade scenario.

As you can see, the heaviest volume area points to the same place as the 1st VWAP deviation.
This makes it a confluence of two trading signals — both pointing to a nice long level.
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Example #3:
The picture below shows a 60 Minute chart of the EUR/CAD.
There is a significant volume zone (marked in red rectangle). This zone marks a strong
resistance level.
There is also the VWAP Rotation setup just a bit above this volume-based level.
Again, Volume Profile and VWAP Deviations nicely confirm each other and mark a strong
resistance area.
A good place for a Take Profit is the yellow VWAP line.
[EuRcio v]Q, [Sowinde v] oh % S . B Hl Wi & F & [l E
Trader Dade's Volume Profile Fixed, TD Lines, TD's VWAREURCAD (60 Minute ) r [ F]

e
h 1st VWAP Deviation = A good place for a short
|

1D SHORTA: 1,56246

He'jawvolumes
= A good place
forashort

VWAP = A good
place fora TP

F1,53100
+1,53000

- 1,52800

I 1,52700
I 1,52600
- 1,52500
- 1.52400
- 1,52300
r1.52200
- 1,52100
- 1.52000
[-1.51500
1516800
r1.51700
151600

151500

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS

TRADING COURSE
& INDICATORS




! l 151400
151300
© 2020 NinjaTrader, LLC 151200

| 1.;4 1;4 l.‘;4 ll;lt
Example #4:

The last example is on the same chart as the previous example. This time, there is a volume-
based support (blue rectangle) and the VWARP Trend setup.

The price has not yet made a pullback to this zone so this level is still active and waiting to be
triggered.
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Where to download VWAP and
how to set it up?

You can learn that in the next part of this article here:

Beginners Guide to VWAP Part 3: Where to get VWAP & Setup Guide
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Want to learn more?

Would you like to learn more of my trading setups, see more examples, learn more about
trading with Volume Profile, VWAP, Price Action and trade with me every day?

Then check my trading education packages here:

Dale’s Volume Profile Training

Happy trading!

-Dale
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Risk Disclosure
Futures and forex 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.

Hypothetical Performance Disclosure

Hypothetical performance results have many inherent limitations, some of which are described below. No representation is being made that any account will or is likely to achieve profits or losses similar to those shown; in fact,

there are frequently sharp differences between hypothetical performance results and the actual results subsequently achieved by any particular trading program. One of the limitations of hypothetical 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 of 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 performance results and all which can adversely affect trading resuits.

Testimonials
Testimonials appearing on this website may not be representative of other clients or customers and is not a guarantee of future performance or success.

Live Trades
This presentation is for educational purposes only and the opinions expressed are those of the presenter only. All frades presented are NOT TRADED IN A LIVE ACCOUNT and should be




