


Preface

Welcome to the world of Smart Money Concepts. This guide is the result of years of obser­

vation and trading in the financial markets. My goal is to provide you with a clear, concise, 

and actionable roadmap to understanding how the markets truly function.

Trading is not just about charts; it's about understanding the narrative behind the price action. 

I hope this book serves as a valuable resource in your trading journey.

FX Garvit
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1. Chapter 1: Introduction to Smart Money Concepts

Welcome, future trader! If you’re reading this, you’ve likely dipped your toes into the exciting, 

yet often confusing, world of financial markets. Perhaps you’ve heard whispers of ‘Smart 

Money’ and wondered what secrets the big players hold. Well, you’re in the right place. 

Consider me your guide, here to demystify these concepts and help you see the market through 

a new lens.

Imagine you’re at a bustling marketplace. Most people are reacting to the noise, buying and 

selling based on fleeting news or emotions. But then there are a few seasoned vendors, quiet 

and observant, who seem to know exactly when to buy low and sell high. They move with 

purpose, not panic. These are the ‘Smart Money’ – the institutional traders, banks, and hedge 

funds with vast resources and deep insights into market dynamics.

Smart Money Concepts (SMC) is essentially a framework that helps us understand how these 

large institutions operate in the market. It’s about recognizing their footprints, understanding 

their intentions, and, most importantly, learning to trade alongside them, rather than against 

them. For too long, retail traders have been taught methods that often put them on the wrong 

side of these powerful forces. SMC aims to change that.

This isn’t about magic or predicting the future. It’s about logic, observation, and understanding 

the underlying mechanics of supply and demand driven by institutional order flow. We’ll 

explore how institutions manipulate price, create liquidity, and leave clues that, once under­

stood, can significantly improve your trading decisions.

Think of it like learning a new language. At first, it might seem daunting, but with each lesson, 

each new word, the market’s narrative will become clearer. We’ll break down complex ideas 

into simple, digestible pieces, using everyday analogies to make sure everything clicks into 

place. By the end of this book, you’ll have a solid foundation to read market structure like a 

pro, just like the institutions do.

So, are you ready to embark on this journey and unlock the secrets of Smart Money? Let’s 

dive in!

1.0.1. Chapter Summary

• Smart Money Concepts (SMC) is a trading framework focused on understanding institu­

tional market behavior.

• It helps retail traders identify the actions and intentions of large financial institutions.

• SMC is about trading with institutions, not against them, by recognizing their footprints.

• The approach emphasizes logic, observation, and understanding institutional supply and 

demand.

• This book will simplify complex SMC ideas using analogies and examples for beginners.

FX Garvit
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2. Chapter 2: Why Retail Traders Lose

It’s a harsh reality in the trading world: the vast majority of retail traders lose money. But 

why? Is it a lack of intelligence? Bad luck? The truth is far more systemic. Retail traders often 

lose because they are playing a game where the rules are stacked against them, often without 

even realizing it.

Let’s use an analogy. Imagine you’re playing a game of poker against a group of professional 

players who can see your cards. No matter how good your strategy is, you’re at a massive 

disadvantage. In the financial markets, retail traders are often the ones with their cards 

exposed, while the institutions hold the winning hand.

One of the primary reasons retail traders struggle is their reliance on traditional technical 

analysis. We’re taught to look for classic chart patterns like head and shoulders, double tops, 

or trendlines. We’re told to buy at support and sell at resistance. While these concepts aren’t 

entirely useless, they are widely known. And when everyone is looking at the same patterns 

and placing their orders in the same places, it creates a predictable pool of liquidity.

Institutions, the ‘Smart Money’, know exactly where retail traders place their stop losses and 

entry orders based on these traditional methods. They use this knowledge to their advantage. 

They might intentionally push the price past a known support level to trigger retail stop losses, 

creating the liquidity they need to enter their own large positions in the opposite direction. 

This is often referred to as a ‘stop hunt’ or a ‘liquidity sweep’.

Furthermore, retail traders often fall victim to emotional trading. Fear and greed dictate their 

decisions. They buy at the top out of fear of missing out (FOMO) and sell at the bottom out 

of panic. Institutions, on the other hand, trade with cold, calculated logic. They capitalize on 

the emotional reactions of the retail crowd.

Another significant factor is a lack of understanding of market structure and institutional 

order flow. Retail traders often focus on short-term price movements and indicators, missing 

the bigger picture of what the institutions are doing. They are reacting to the noise, while the 

institutions are creating the trend.

To succeed, you must shift your perspective. You need to stop thinking like a retail trader and 

start thinking like an institution. You must learn to identify where the liquidity is, understand 

how institutions manipulate price to access it, and align your trades with their movements. 

This is the core philosophy of Smart Money Concepts.

2.0.1. Chapter Summary

• Most retail traders lose because they rely on widely known, predictable traditional technical 

analysis.

• Institutions know where retail traders place orders and use this to create liquidity for their 

own trades.

• Emotional trading (fear and greed) is a major downfall for retail traders, which institutions 

exploit.

• Retail traders often miss the bigger picture of institutional order flow and market structure.

6



• Success requires shifting from a retail mindset to an institutional mindset, aligning with 

Smart Money.

FX Garvit
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3. Chapter 3: Understanding Market Structure

If you want to understand how institutions trade, you first need to understand the language 

they speak: Market Structure. Think of market structure as the blueprint of price movement, 

the underlying framework that guides where price is likely to go. Just like a building has 

a foundation, walls, and a roof, the market has its own structural elements that reveal its 

direction and potential turning points.

Imagine you’re climbing a set of stairs. Each step up represents a higher high, and the landing 

before the next step up is a higher low. As long as you’re consistently making higher highs 

and higher lows, you’re in an uptrend. It’s a clear path upwards, and you feel confident in 

your ascent.

Conversely, if you’re descending a staircase, each step down is a lower low, and the small rise 

before the next step down is a lower high. This consistent pattern of lower lows and lower 

highs indicates a downtrend. The path is clearly downwards.

Market structure is simply the identification of these swings in price – the highs and lows that 

form the backbone of a trend. Institutions pay very close attention to these structural points 

because they represent areas where significant buying or selling pressure has occurred. When 

a previous high or low is broken, it signals a shift in the market’s underlying sentiment and 

direction.

Why is this so important? Because institutions don’t just randomly buy or sell. They operate 

with massive amounts of capital, and they need to enter and exit positions strategically to 

minimize their impact on the market. By understanding market structure, you can anticipate 

where these big players are likely to take action, rather than being caught off guard.

We’ll delve deeper into specific components like Higher Highs, Higher Lows, Lower Highs, 

and Lower Lows in the next chapters. For now, remember that market structure is your map. 

It tells you whether the market is generally moving up, down, or sideways, and it provides 

the context for all other Smart Money Concepts. Without this map, you’re just wandering 

aimlessly.

3.0.1. Chapter Summary

• Market Structure is the fundamental blueprint of price movement, revealing the market’s 

direction.

• It’s like climbing or descending stairs: consistent Higher Highs (HH) and Higher Lows (HL) 

indicate an uptrend.

• Consistent Lower Lows (LL) and Lower Highs (LH) indicate a downtrend.

• Institutions use market structure to identify significant buying/selling pressure and strategic 

entry/exit points.

• Understanding market structure provides context for institutional order flow and helps 

anticipate big player actions.

FX Garvit
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4. Chapter 4: Higher Highs & Higher Lows

In the previous chapter, we introduced the concept of market structure as the market’s 

blueprint. Now, let’s zoom in on the specific building blocks of an uptrend: Higher Highs (HH) 

and Higher Lows (HL). These are the fundamental signals that tell us the market is generally 

moving upwards, indicating strength and institutional buying pressure.

Think of it like a game of tug-of-war between buyers and sellers. In an uptrend, the buyers 

are clearly winning. They push the price up to a new peak (a Higher High), then take a brief 

pause, allowing the price to pull back slightly (a Higher Low). But crucially, this pullback 

doesn’t go lower than the previous low. Before sellers can gain significant ground, buyers step 

back in with renewed force, pushing the price even higher than the last peak, creating another 

Higher High.

Let’s break it down:

• Higher High (HH): This is a peak in price that is higher than the previous peak. It signifies 

that buyers have enough strength to overcome previous selling pressure and push the 

market to new levels.

• Higher Low (HL): This is a trough in price that is higher than the previous trough. It indicates 

that even during a pullback, sellers are unable to drive the price below the last significant 

low, showing that buyers are still in control and ready to defend their territory.

Visually, when you connect these points on a chart, you’ll see an ascending staircase pattern. 

Each step up is a Higher High, and each landing before the next step is a Higher Low. As long 

as this pattern continues, the uptrend is considered intact. This is a clear sign that institutions 

are accumulating positions, pushing the price higher, and are not yet ready to distribute their 

holdings.

Understanding HH and HL is crucial because it helps you identify the path of least resistance. 

Trading with the trend, especially when it’s clearly defined by these structural points, signif­

icantly increases your probability of success. It’s like sailing with the wind rather than against 

it. When you see a consistent series of HHs and HLs, you know the institutional flow is 

predominantly bullish.

4.0.1. Chapter Summary

• Higher Highs (HH) and Higher Lows (HL) are the defining characteristics of an uptrend.

• A Higher High is a price peak that surpasses the previous peak, showing buyer strength.

• A Higher Low is a price trough that is above the previous trough, indicating buyers are 

defending price levels.

• This pattern forms an ascending staircase on the chart, signaling sustained institutional 

buying pressure.

• Identifying HH and HL helps traders align with the prevailing trend and the path of least 

resistance.

FX Garvit
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5. Chapter 5: Lower Highs & Lower Lows

Just as Higher Highs and Higher Lows paint a picture of an uptrend, their counterparts, Lower 

Highs (LH) and Lower Lows (LL), clearly define a downtrend. These are the signals that tell us 

sellers are in control, pushing the price downwards, and indicating institutional distribution 

or selling pressure.

Let’s return to our tug-of-war analogy. In a downtrend, the sellers are dominating. They push 

the price down to a new bottom (a Lower Low), then take a brief breather, allowing the price 

to bounce back slightly (a Lower High). However, this bounce doesn’t reach the level of the 

previous high. Before buyers can gather significant momentum, sellers re-enter with force, 

driving the price even lower than the last trough, creating another Lower Low.

Here’s the breakdown:

• Lower Low (LL): This is a trough in price that is lower than the previous trough. It signifies 

that sellers have enough power to break through previous buying support and push the 

market to new depths.

• Lower High (LH): This is a peak in price that is lower than the previous peak. It indicates 

that even during a temporary rally, buyers are unable to push the price above the last 

significant high, showing that sellers are still in command and ready to suppress any upward 

movement.

Visually, when you connect these points on a chart, you’ll see a descending staircase pattern. 

Each step down is a Lower Low, and each small rise before the next step is a Lower High. As 

long as this pattern persists, the downtrend is considered active. This is a strong indication 

that institutions are actively selling or distributing their assets, driving the price lower.

Recognizing LH and LL is just as vital as identifying HH and HL. It allows you to understand 

when the market’s momentum has shifted from bullish to bearish. Trading in alignment with a 

downtrend means looking for selling opportunities, rather than trying to catch a falling knife. 

It’s about understanding that the institutional flow is predominantly bearish, and aligning 

your strategy accordingly.

5.0.1. Chapter Summary

• Lower Highs (LH) and Lower Lows (LL) are the defining characteristics of a downtrend.

• A Lower Low is a price trough that falls below the previous trough, showing seller strength.

• A Lower High is a price peak that is below the previous peak, indicating sellers are main­

taining control.

• This pattern forms a descending staircase on the chart, signaling sustained institutional 

selling pressure.

• Identifying LH and LL helps traders align with the prevailing bearish trend and avoid 

counter-trend trades.

FX Garvit
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6. Chapter 6: Break of Structure (BOS)

Now that we understand Higher Highs, Higher Lows, Lower Highs, and Lower Lows, let’s talk 

about one of the most fundamental concepts in Smart Money trading: the Break of Structure 

(BOS). This is a crucial signal that confirms the continuation of the current trend. Think of it 

as the market saying, “Yes, I’m still going in this direction!”

Imagine you’re driving on a highway. As long as you keep passing the same type of road signs 

(like speed limits or exit numbers) in a consistent direction, you know you’re still on the right 

path. A Break of Structure is like passing another one of those familiar road signs, confirming 

that the journey is continuing as expected.

In an uptrend, a BOS occurs when price breaks above a previous Higher High (HH). This 

signifies that buyers have enough strength to overcome the last peak and push the market to 

new highs. It’s a clear indication that the bullish momentum is still strong, and institutions 

are continuing to buy and drive the price up. Each time price makes a new HH and then pulls 

back to form a HL, and then breaks above that HH again, that’s a BOS, confirming the uptrend.

Conversely, in a downtrend, a BOS occurs when price breaks below a previous Lower Low 

(LL). This tells us that sellers are still dominant, pushing the market to new lows. It confirms 

that the bearish momentum is intact, and institutions are continuing to sell, driving the price 

down. Each time price makes a new LL and then bounces to form a LH, and then breaks below 

that LL again, that’s a BOS, confirming the downtrend.

Why is BOS so important? Because it provides confirmation. Many retail traders try to pick 

tops and bottoms, or trade against the trend, often getting caught in the wrong direction. By 

waiting for a BOS, you are waiting for the market to show its hand, to confirm that the existing 

trend is still valid. This reduces uncertainty and helps you align with the institutional flow.

It’s a simple yet powerful concept. A BOS tells you that the market is respecting its current 

direction and that the dominant force (buyers in an uptrend, sellers in a downtrend) is still in 

control. It’s your green light to look for continuation trades in the direction of the confirmed 

trend.

6.0.1. Chapter Summary

• A Break of Structure (BOS) confirms the continuation of the current market trend.

• In an uptrend, BOS occurs when price breaks above a previous Higher High (HH), signaling 

continued bullish momentum.

• In a downtrend, BOS occurs when price breaks below a previous Lower Low (LL), signaling 

continued bearish momentum.

• BOS provides confirmation that the dominant market force is still in control.

• Waiting for a BOS helps traders align with the institutional flow and trade with the trend, 

reducing uncertainty.

FX Garvit

11



7. Chapter 7: Change of Character (CHOCH)

While a Break of Structure (BOS) confirms the continuation of a trend, sometimes the market 

throws us a curveball. What happens when the trend we’ve been following suddenly shifts? 

That’s where the Change of Character (CHOCH) comes in. CHOCH is a powerful concept 

that signals a potential reversal of the current trend, indicating that the dominant force in the 

market might be losing its grip.

Imagine you’re watching a basketball game. One team has been dominating, scoring consis­

tently and maintaining a strong lead. This is like an established trend. But then, the other 

team starts making key defensive plays, scoring crucial baskets, and suddenly, the momentum 

shifts. The ‘character’ of the game changes. That shift in momentum is akin to a CHOCH in 

the market.

In an uptrend, we expect to see Higher Highs (HH) and Higher Lows (HL), with BOS 

confirming the upward movement. A CHOCH in an uptrend occurs when price breaks below 

the most recent Higher Low (HL). This is significant because it means that buyers failed to 

defend the previous low, and sellers managed to push price lower than expected. It’s the first 

sign that the bullish structure is weakening and a potential downtrend might be forming.

Conversely, in a downtrend, we expect Lower Lows (LL) and Lower Highs (LH), with BOS 

confirming the downward movement. A CHOCH in a downtrend occurs when price breaks 

above the most recent Lower High (LH). This indicates that sellers failed to maintain control, 

and buyers managed to push price higher than the last peak. It’s the first hint that the bearish 

structure is breaking down and a potential uptrend could be on the horizon.

Why is CHOCH so important? Because it gives us an early warning. While a BOS tells us to 

continue with the trend, a CHOCH tells us to be cautious, to reassess, and to prepare for a 

potential shift in market direction. It’s not a guarantee of a full trend reversal, but it’s a strong 

indication that the institutional flow is changing its tune. It’s like the market whispering, “Hey, 

something’s different here.”

Understanding CHOCH allows you to adapt your trading strategy. Instead of blindly following 

a weakening trend, you can recognize the early signs of a reversal and either adjust your 

existing positions or prepare for new opportunities in the opposite direction. It’s about staying 

agile and responsive to the market’s evolving narrative.

7.0.1. Chapter Summary

• Change of Character (CHOCH) signals a potential reversal of the current market trend.

• In an uptrend, CHOCH occurs when price breaks below the most recent Higher Low (HL).

• In a downtrend, CHOCH occurs when price breaks above the most recent Lower High (LH).

• CHOCH provides an early warning that the dominant market force might be losing control.

• It helps traders reassess the market and prepare for potential shifts in direction, promoting 

adaptability.

FX Garvit
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8. Chapter 8: Liquidity Explained

We’ve talked about market structure, the blueprint of price movement. Now, let’s talk about 

the fuel that drives those movements: Liquidity. In the world of Smart Money Concepts, 

liquidity is everything. It’s the lifeblood of the market, the reason price moves from one level 

to another. If you don’t understand liquidity, you’re trading blind.

Imagine a busy marketplace where people are buying and selling goods. For a transaction to 

occur, there must be a buyer for every seller, and a seller for every buyer. If you want to buy 

a large quantity of apples, you need to find a vendor who has enough apples to sell. If there 

aren’t enough apples available, you might have to offer a higher price to entice more sellers. 

This availability of buyers and sellers is what we call liquidity.

In financial markets, liquidity refers to the presence of resting orders—buy orders and sell 

orders—waiting to be executed at specific price levels. These orders are the fuel that institu­

tions need to enter or exit their massive positions. Because institutions trade with such large 

volumes, they can’t just buy or sell whenever they want without significantly impacting the 

price. They need to find areas where there is a large pool of liquidity to absorb their orders.

Where does this liquidity come from? It comes from us, the retail traders. Retail traders often 

place their stop-loss orders and entry orders at predictable levels, such as above recent highs 

or below recent lows, or near obvious support and resistance zones. These clusters of orders 

create pools of liquidity.

Institutions, the ‘Smart Money’, know exactly where these pools of liquidity are located. They 

actively seek them out. They will often manipulate price to move towards these liquidity 

pools, triggering the resting orders to fill their own positions. This is why you often see price 

break through a support level, triggering everyone’s stop losses, only to immediately reverse 

direction. The institutions needed that liquidity to buy at a better price.

Understanding liquidity is about understanding the ‘why’ behind price movement. Price 

doesn’t just move randomly; it moves from one pool of liquidity to the next. By learning to 

identify where these pools are likely to be, you can anticipate where institutions will drive 

the price, and you can align your trades accordingly. It’s about seeing the market not just as 

lines on a chart, but as a dynamic interplay of orders and liquidity.

8.0.1. Chapter Summary

• Liquidity is the fuel that drives market movements, representing resting buy and sell orders.

• Institutions need large pools of liquidity to execute their massive orders without causing 

huge price spikes.

• Retail traders often create these liquidity pools by placing stop-loss and entry orders at 

predictable levels (like highs, lows, support, resistance).

• Institutions actively seek out and manipulate price towards these liquidity pools to fill their 

own positions.

• Understanding liquidity helps traders anticipate where price is likely to move next, aligning 

with institutional intentions.

FX Garvit
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9. Chapter 9: Internal & External Liquidity

In the previous chapter, we established that liquidity is the lifeblood of the market, and insti­

tutions constantly seek it out. Now, let’s refine our understanding by differentiating between 

two crucial types of liquidity: Internal Liquidity and External Liquidity. Recognizing these 

distinctions will help you pinpoint exactly where institutions are likely to target their moves.

Think of a large, complex city. External Liquidity is like the major highways and main 

arteries that connect the city to other regions. These are the obvious, significant price levels 

that everyone can see – the swing highs and swing lows that define the overall trend. They 

represent large pools of orders that are visible to a broad range of market participants. When 

price targets external liquidity, it’s often for a major trend continuation or reversal.

• External Liquidity: These are the prominent swing highs and swing lows on higher time­

frames. They are the levels where many traders place their stop losses or take profit orders, 

making them large, attractive targets for institutions. Breaking these levels often leads to a 

continuation of the trend or a significant reversal.

Now, within that same city, there are smaller, local roads and side streets. These represent 

Internal Liquidity. Internal liquidity refers to the smaller, less obvious pools of orders that 

exist within the larger price swings. These are often found around minor highs and lows, or 

within consolidation ranges. Institutions will often sweep internal liquidity before moving to 

target external liquidity.

• Internal Liquidity: These are the smaller highs and lows that form within the larger swing 

structure. They are often targeted by institutions for short-term moves or to gather enough 

orders to fuel a larger move towards external liquidity. Think of them as stepping stones or 

temporary refueling stations for price.

Why is this distinction important? Because institutions use both types of liquidity for different 

purposes. They might sweep internal liquidity to gather enough orders to push price towards 

a major external liquidity zone. Or, they might use external liquidity to initiate a full trend 

reversal.

Understanding the interplay between internal and external liquidity allows you to anticipate 

the market’s next move with greater precision. If price is consolidating, it might be building 

internal liquidity before a decisive move to take out an external high or low. If price is 

approaching a major swing high or low, you know it’s a significant external liquidity target.

By identifying both types of liquidity, you can better understand the institutional narrative. 

Are they accumulating orders for a larger move (internal liquidity)? Or are they aiming for a 

major structural break (external liquidity)? This knowledge is power in the trading world.

9.0.1. Chapter Summary

• External Liquidity refers to major swing highs and lows, representing large, obvious pools 

of orders.

• Internal Liquidity refers to smaller highs and lows within larger price swings, representing 

smaller, less obvious order pools.

• Institutions target external liquidity for major trend continuations or reversals.
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• Institutions often sweep internal liquidity to gather orders before moving towards external 

liquidity targets.

• Understanding both types of liquidity helps anticipate institutional moves and market 

direction.
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10. Chapter 10: Liquidity Sweeps

In the previous chapters, we learned about liquidity as the fuel for market movements and 

distinguished between internal and external liquidity. Now, let’s dive into a critical institu­

tional maneuver: Liquidity Sweeps. This is a common tactic employed by Smart Money to 

gather orders and often precedes a significant move in the opposite direction.

Imagine a group of professional fishermen. They know exactly where the fish (liquidity) tend 

to gather. Instead of just casting their nets randomly, they might first create a disturbance or 

use a smaller net to herd the fish into a more concentrated area, making it easier to catch a 

large quantity with their main net. A liquidity sweep is similar; institutions are herding orders.

A Liquidity Sweep occurs when price briefly moves beyond a clear liquidity level (like a swing 

high or swing low, or an area of equal highs/lows) only to quickly reverse and move in the 

opposite direction. The purpose of this move is to trigger the stop-loss orders placed by retail 

traders and other market participants who were positioned on the wrong side of that liquidity 

level. By triggering these stops, institutions gain access to a large volume of orders, which 

they then use to fill their own large positions.

Let’s consider an example: If there’s a clear swing high, many retail traders might place their 

stop-loss orders just above it, expecting price to reverse if it goes higher. Institutions, knowing 

this, might intentionally push price slightly above that swing high. This triggers all those stop 

losses, which are essentially buy orders. As these buy orders are filled, institutions can then 

sell into that buying pressure, accumulating their short positions at a favorable price before 

driving the market lower.

The key characteristic of a liquidity sweep is the quick reversal. Price doesn’t sustain its move 

beyond the liquidity level. It’s a swift raid, a grab for orders, and then a sharp turn. This often 

leaves retail traders feeling frustrated, as they were stopped out just before the market moved 

in their intended direction.

Recognizing liquidity sweeps is crucial for avoiding being trapped by institutional maneuvers. 

Instead of blindly placing your stops just above or below obvious highs and lows, understand­

ing sweeps teaches you to anticipate these moves and potentially position yourself to trade 

with the institutions after the sweep has occurred. It’s about understanding that the market 

often moves to take liquidity before it moves to deliver price.

10.0.1. Chapter Summary

• A Liquidity Sweep is an institutional maneuver where price briefly moves beyond a liquidity 

level to trigger stop-loss orders.

• The purpose is to gather a large volume of orders for institutions to fill their own positions.

• It’s characterized by a quick move past a swing high/low or equal highs/lows, followed by 

a sharp reversal.

• Retail traders often get stopped out by these sweeps just before the market moves in their 

favor.

• Recognizing liquidity sweeps helps traders avoid being trapped and potentially align with 

institutional moves after the sweep.
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11. Chapter 11: Inducement

Building on our understanding of liquidity, let’s introduce another key concept in Smart 

Money trading: Inducement. Inducement is a specific type of liquidity grab, a subtle trap set 

by institutions to entice retail traders into taking premature trades, only to reverse price and 

move in the opposite direction. It’s a psychological game, and once you understand it, you’ll 

see it everywhere.

Imagine a hunter setting a small, visible bait to lure an animal into a larger, hidden trap. The 

bait isn’t the real target; it’s just there to attract attention and guide the animal towards the 

intended capture zone. In trading, Inducement is that bait.

Inducement refers to a temporary, often shallow pullback or rally that appears to signal a trend 

continuation or a strong entry point, but its true purpose is to draw in retail traders before 

the market reverses. It’s designed to make you think the market is going one way, only for it 

to swiftly move the other.

For example, in an uptrend, after a significant move up, price might make a small pullback. 

This pullback might look like a perfect entry for retail traders who are eager to join the trend. 

They might see a minor support level forming or a small bullish candle and jump in. However, 

this pullback (the inducement) is often just enough to collect their buy orders and trigger 

their stop losses before the institutions push the price down to a deeper, more significant level 

where they actually want to buy.

Similarly, in a downtrend, price might make a small rally that looks like a good selling 

opportunity. Retail traders might short the market, placing their stops just above this minor 

high. But this rally is the inducement, designed to collect their sell orders before institutions 

push the price up to a higher level where they want to sell.

The key characteristic of inducement is that it often occurs before a significant area of interest 

(like an order block or a fair value gap) is reached. Institutions will induce retail traders to 

enter early, clear out that liquidity, and then continue the move towards their true target. It’s 

a way for them to get better prices for their own large orders.

Recognizing inducement is crucial for patience and discipline. Instead of chasing every seem­

ingly perfect entry, you learn to wait for price to clear the induced liquidity and reach the true 

institutional areas of value. It’s about understanding that what looks obvious to the retail eye 

is often a trap set by the Smart Money.

11.0.1. Chapter Summary

• Inducement is a subtle trap set by institutions to entice retail traders into premature trades.

• It’s a temporary pullback or rally designed to collect retail orders before a market reversal.

• In an uptrend, inducement might be a shallow pullback that looks like an entry, but is cleared 

before a deeper institutional buy zone.

• In a downtrend, inducement might be a small rally that looks like a sell entry, but is cleared 

before a higher institutional sell zone.

• Recognizing inducement promotes patience, encouraging traders to wait for price to clear 

induced liquidity and reach true institutional areas of interest.
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12. Chapter 12: Premium & Discount Zones

In the world of Smart Money Concepts, understanding Premium and Discount Zones is 

fundamental to making high-probability trades. Just like you wouldn’t want to buy a luxury 

car at full price if you knew it would be on sale next week, institutions don’t want to buy at 

expensive prices or sell at cheap prices. They operate with a clear understanding of value.

Imagine you’re shopping for groceries. You want to buy fresh produce, but you also want a 

good deal. You wouldn’t buy a basket of apples at a premium price if you knew you could get 

the same quality for a discount. Similarly, institutions are always looking for optimal prices 

to enter their trades.

• A Premium Zone is an area where price is considered expensive. In an uptrend, institutions 

will look to sell in a premium zone to take profits or initiate short positions if they anticipate 

a reversal. In a downtrend, they will look to sell in a premium zone to continue their short 

positions.

• A Discount Zone is an area where price is considered cheap. In an uptrend, institutions will 

look to buy in a discount zone to continue their long positions. In a downtrend, they will 

look to buy in a discount zone to take profits or initiate long positions if they anticipate a 

reversal.

How do we define these zones? The simplest way is to use a Fibonacci tool or simply divide a 

price range into halves. The upper 50% of a price range is generally considered the Premium 

Zone, and the lower 50% is the Discount Zone. The exact middle, the 50% mark, is often referred 

to as Equilibrium.

Institutions are always looking to buy in a discount and sell in a premium. This is a core 

principle of their trading strategy. They will often wait for price to pull back into a discount 

zone before entering long positions, or rally into a premium zone before entering short 

positions. This ensures they get the best possible price for their large orders.

Understanding these zones helps you refine your entry points. Instead of blindly entering a 

trade, you wait for price to move into a zone that offers better value. If you’re looking to buy 

in an uptrend, you wait for price to pull back into a discount. If you’re looking to sell in a 

downtrend, you wait for price to rally into a premium. This patient approach aligns you with 

the institutional mindset and increases your chances of profitability.

12.0.1. Chapter Summary

• Premium Zones are areas where price is considered expensive; institutions look to sell here.

• Discount Zones are areas where price is considered cheap; institutions look to buy here.

• These zones can be defined by dividing a price range (e.g., using Fibonacci) where the upper 

50% is premium and lower 50% is discount.

• Equilibrium is the 50% mark, representing fair value.

• Institutions aim to buy in discounts and sell in premiums to get optimal prices for their 

trades.

• Understanding these zones helps traders refine entry points and align with institutional 

value-based trading.
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13. Chapter 13: Order Blocks

If market structure is the blueprint and liquidity is the fuel, then Order Blocks are the engine 

rooms of institutional activity. These are specific candlestick formations that represent the 

footprint of large institutional orders, and understanding them is paramount to trading with 

Smart Money.

Imagine a large cargo ship needing to load or unload a massive amount of goods. They can’t 

just dock anywhere; they need a specialized port with the infrastructure to handle their 

volume. An Order Block is like that specialized port – a specific price area where institutions 

have executed significant orders, leaving behind a clear trace of their presence.

An Order Block is typically the last down-candlestick before an impulsive move up (in a bullish 

scenario) or the last up-candlestick before an impulsive move down (in a bearish scenario). 

These candles represent the point where institutions accumulated their positions, often after 

a liquidity sweep or inducement, before initiating a strong directional move.

Let’s break it down:

• Bullish Order Block: This is the last bearish (down) candle or series of candles before 

price makes a strong move higher, breaking market structure. It signifies that institutions 

were heavily buying in this area, absorbing all selling pressure before launching the price 

upwards. When price later revisits this area, it often acts as strong support, as institutions 

may step in again to defend their original entry zone or add to their positions.

• Bearish Order Block: This is the last bullish (up) candle or series of candles before price 

makes a strong move lower, breaking market structure. It signifies that institutions were 

heavily selling in this area, distributing their assets before pushing the price downwards. 

When price later revisits this area, it often acts as strong resistance, as institutions may step 

in again to defend their original entry zone or add to their short positions.

The key characteristics of a valid Order Block are:

1. It must be the last opposing candle before an impulsive move.

2. The impulsive move must break market structure (BOS) or create a significant displace­

ment.

3. It often occurs after a liquidity grab or inducement.

Why are Order Blocks so powerful? Because they show you exactly where institutions have 

committed capital. When price returns to an Order Block, it’s often a high-probability area 

for a reaction, as institutions may re-engage to protect their positions or enter new ones. It’s 

like finding the exact spot where the big players left their footprints, and you can use those 

footprints to guide your own trades.

13.0.1. Chapter Summary

• Order Blocks are specific candlestick formations representing institutional order execution.

• A Bullish Order Block is the last down-candle before an impulsive move up that breaks 

structure.

• A Bearish Order Block is the last up-candle before an impulsive move down that breaks 

structure.
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• They signify areas where institutions accumulated positions before initiating a strong 

directional move.

• Order Blocks often act as strong support or resistance when price revisits them, offering 

high-probability entry points.
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14. Chapter 14: Breaker Blocks

Building on our understanding of Order Blocks, let’s introduce another powerful institutional 

footprint: Breaker Blocks. While Order Blocks represent areas where institutions initiated 

a trend, Breaker Blocks often appear after a failed attempt to continue a trend, signaling a 

significant shift in market sentiment and providing high-probability reversal or continuation 

entry points.

Imagine a strong wall that has been holding back a flood. Suddenly, the wall breaks, and the 

water rushes through in the opposite direction. The point where the wall broke, which was 

once a barrier, now becomes a gateway for the new flow. That’s essentially what a Breaker 

Block represents in the market.

A Breaker Block forms when price fails to respect a previous Order Block or a significant 

swing point, and then breaks through it with conviction, often leading to a change in market 

structure. The key characteristic is that an area that was supposed to act as support or 

resistance fails, and then that same area, once broken, acts as the opposite.

Let’s break it down:

• Bullish Breaker Block: This occurs when price is in a downtrend, makes a Lower Low (LL), 

then rallies to form a Lower High (LH). If price then breaks above this LH, and specifically 

breaks above the last down-candle before the LL was formed, that last down-candle becomes 

a Bullish Breaker Block. This signifies a failed attempt by sellers to continue the downtrend, 

and the area that was once resistance (the LH) now becomes support.

• Bearish Breaker Block: This occurs when price is in an uptrend, makes a Higher High 

(HH), then pulls back to form a Higher Low (HL). If price then breaks below this HL, and 

specifically breaks below the last up-candle before the HH was formed, that last up-candle 

becomes a Bearish Breaker Block. This signifies a failed attempt by buyers to continue the 

uptrend, and the area that was once support (the HL) now becomes resistance.

The essence of a Breaker Block is the failure of a previous structure to hold, followed by 

a strong move in the opposite direction. This failure traps traders who were positioned for 

the continuation of the old trend, and their forced exits (stop losses) provide liquidity for 

institutions to enter their new positions.

Why are Breaker Blocks important? They are powerful reversal patterns that often lead to 

sustained moves. When you identify a Breaker Block, you’re seeing a clear signal that the 

institutional flow has shifted. It provides a high-probability area to enter trades in the direction 

of the new momentum, often with tight stop losses and significant profit potential. It’s about 

recognizing when the market has changed its mind and capitalizing on that shift.

14.0.1. Chapter Summary

• Breaker Blocks signal a significant shift in market sentiment after a failed trend continu­

ation.

• They form when price fails to respect a previous Order Block or swing point and then breaks 

through it.
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• A Bullish Breaker Block forms after a failed downtrend continuation, turning previous 

resistance into support.

• A Bearish Breaker Block forms after a failed uptrend continuation, turning previous support 

into resistance.

• Breaker Blocks are powerful reversal patterns, indicating a shift in institutional flow and 

offering high-probability entry points.
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15. Chapter 15: Mitigation Blocks

In the dynamic world of trading, institutions often find themselves in situations where their 

initial orders might not have been perfectly executed, or they need to adjust their positions. 

This is where Mitigation Blocks come into play. A Mitigation Block is an area where institu­

tions return to a previous order block or significant price level to “mitigate” or reduce their 

losses on previously opened positions, or to add to winning positions at a better price.

Think of it like a business owner who made a large purchase of inventory, but the market price 

for that inventory dropped. Instead of taking a huge loss, they might try to sell off a portion of 

that inventory when the price temporarily recovers to their original purchase price, thereby 

mitigating their overall loss. Or, if they bought a winning stock, they might add more to their 

position on a pullback to their original entry to average down their cost.

A Mitigation Block typically forms after an Order Block has been violated or a significant 

swing point has been broken. When price returns to this area, institutions that had open 

positions (often losing ones) will use the opportunity to close out some of those positions at 

a more favorable price, or to add to their positions if the market is moving in their favor.

Let’s break it down:

• Bullish Mitigation Block: This occurs when price has moved down, breaking below a 

previous swing low or a bullish order block. If price then rallies back up to the area of 

that violated swing low or bullish order block, institutions that were caught in losing short 

positions might close them out (buying back) or institutions that were long might add to 

their positions, causing price to react and potentially continue higher.

• Bearish Mitigation Block: This occurs when price has moved up, breaking above a previous 

swing high or a bearish order block. If price then pulls back down to the area of that violated 

swing high or bearish order block, institutions that were caught in losing long positions 

might close them out (selling) or institutions that were short might add to their positions, 

causing price to react and potentially continue lower.

The key idea behind a Mitigation Block is that institutions are not always perfect. They might 

get caught on the wrong side of a move, or they might need to adjust their exposure. When 

price revisits these areas, it provides them with an opportunity to “mitigate” their situation. 

This often leads to a strong reaction in price as these large orders are executed.

Recognizing Mitigation Blocks helps you understand why price might react at certain levels, 

even if those levels were previously broken. It’s not just random; it’s the institutional footprint 

of managing their positions. By understanding this, you can anticipate potential turning points 

and align your trades with these institutional actions, often finding high-probability entries 

or exits.

15.0.1. Chapter Summary

• Mitigation Blocks are areas where institutions return to previous price levels to manage 

their positions.

• They form after an Order Block or swing point has been violated.
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• Institutions use these areas to reduce losses on losing positions or add to winning positions 

at better prices.

• A Bullish Mitigation Block forms when price rallies back to a violated swing low or bullish 

order block.

• A Bearish Mitigation Block forms when price pulls back to a violated swing high or bearish 

order block.

• Understanding Mitigation Blocks helps anticipate price reactions and align with institu­

tional position management.
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16. Chapter 16: Fair Value Gaps (FVG)

We’ve discussed how institutions leave footprints in the form of Order Blocks. Now, let’s look 

at another crucial footprint: the Fair Value Gap (FVG). An FVG is a visual representation of 

an imbalance in the market, a sudden surge of buying or selling pressure that leaves a gap in 

price action. It’s a powerful concept that often acts as a magnet for future price movement.

Imagine a busy highway between two cities. Normally, traffic flows smoothly in both direc­

tions. But suddenly, a massive convoy of trucks rushes through in one direction, leaving a 

large, empty stretch of road behind them. That empty stretch is an imbalance; it’s an area 

where normal traffic flow was disrupted. In the market, an FVG is that empty stretch of road.

A Fair Value Gap (FVG) occurs when there is a rapid, impulsive price movement that creates a 

gap between the wicks of three consecutive candles. This gap represents an area where price 

moved so quickly that there was little to no trading activity in the opposite direction. It’s an 

area of inefficiency, where the market didn’t have a chance to balance buyers and sellers.

Let’s break it down:

• Bullish FVG: This occurs during a strong upward move. It’s formed when the high of the 

first candle and the low of the third candle do not overlap, leaving a gap in the body of 

the second (middle) candle. This gap represents an area where buyers overwhelmed sellers, 

leaving an imbalance that the market often seeks to fill later.

• Bearish FVG: This occurs during a strong downward move. It’s formed when the low of the 

first candle and the high of the third candle do not overlap, leaving a gap in the body of 

the second (middle) candle. This gap represents an area where sellers overwhelmed buyers, 

leaving an imbalance that the market often seeks to fill later.

Why are FVGs important? Because the market naturally seeks balance and efficiency. When 

an FVG is created, it leaves an “unfinished business” area. Price will often retrace back to this 

gap to fill it, providing an opportunity for traders who missed the initial move to enter at a 

fairer price. Institutions often use these gaps to execute remaining orders or to re-enter the 

market after a strong push.

When price returns to an FVG, it often acts as strong support or resistance. A Bullish FVG will 

often act as support, as buyers step back in to defend the area. A Bearish FVG will often act as 

resistance, as sellers step back in. Recognizing FVGs allows you to identify high-probability 

areas for price reactions and potential entry points, aligning your trades with the market’s 

natural tendency to seek balance.

16.0.1. Chapter Summary

• A Fair Value Gap (FVG) represents an imbalance or inefficiency in the market caused by 

rapid price movement.

• It’s formed by a gap between the wicks of three consecutive candles, where little to no 

opposing trading occurred.

• A Bullish FVG occurs during a strong upward move, leaving a gap that often acts as future 

support.
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• A Bearish FVG occurs during a strong downward move, leaving a gap that often acts as 

future resistance.

• The market naturally seeks to fill these gaps to restore balance, making them high-proba­

bility areas for price reactions and entries.
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17. Chapter 17: Inverse Fair Value Gaps (IFVG)

In the previous chapter, we explored Fair Value Gaps (FVG) as areas of market inefficiency 

that price often seeks to fill. Now, let’s introduce a related but distinct concept: the Inverse 

Fair Value Gap (IFVG). An IFVG occurs when a regular FVG is traded through and then acts 

as support or resistance on the other side, signaling a shift in the market’s perception of that 

inefficiency.

Imagine our empty road between two cities (the FVG). Normally, traffic would eventually fill 

that gap. But what if, instead of filling it, a new, stronger force (like a massive construction 

project) completely re-routes traffic, and that previously empty road now becomes a new, one-

way express lane in the opposite direction? The original purpose of the road has been inverted. 

That’s the essence of an IFVG.

An Inverse Fair Value Gap (IFVG) is essentially a Fair Value Gap that has been violated by 

price and then, upon a retest, acts as the opposite of its original function. If a bullish FVG 

(which should act as support) is broken to the downside, and then price rallies back to it and 

it acts as resistance, it becomes a bearish IFVG. Conversely, if a bearish FVG (which should 

act as resistance) is broken to the upside, and then price pulls back to it and it acts as support, 

it becomes a bullish IFVG.

Let’s break it down:

• Bullish IFVG: This starts as a Bearish FVG (an area of resistance). If price breaks above this 

Bearish FVG with conviction, and then on a subsequent pullback, the top of that original 

Bearish FVG now acts as support, it has become a Bullish IFVG. The market has inverted its 

perception of that inefficiency.

• Bearish IFVG: This starts as a Bullish FVG (an area of support). If price breaks below this 

Bullish FVG with conviction, and then on a subsequent rally, the bottom of that original 

Bullish FVG now acts as resistance, it has become a Bearish IFVG. The market has inverted 

its perception of that inefficiency.

The key characteristic of an IFVG is the flip in functionality. What was once expected to be 

support becomes resistance, and what was expected to be resistance becomes support. This 

flip signifies a strong shift in market sentiment and institutional control.

Why are IFVGs important? They provide powerful confirmation of a trend reversal or contin­

uation after a significant break of structure. When an FVG is inverted, it tells us that the 

institutional flow has decisively shifted, and the previous inefficiency is now being used as 

a new area of value in the opposite direction. It’s a clear sign that the market has re-priced 

that area.

Trading with IFVGs involves recognizing when an FVG has been violated and then waiting 

for price to retest that inverted level. These retests often offer high-probability entry points 

in the direction of the new trend, as institutions will likely defend these newly established 

support or resistance zones. It’s about understanding that the market’s narrative has changed, 

and adapting your strategy to trade with the new institutional bias.
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17.0.1. Chapter Summary

• An Inverse Fair Value Gap (IFVG) is an FVG that has been violated and then acts as the 

opposite of its original function.

• A Bullish IFVG starts as a Bearish FVG (resistance) that is broken and then acts as support 

on retest.

• A Bearish IFVG starts as a Bullish FVG (support) that is broken and then acts as resistance 

on retest.

• The key characteristic is the flip in functionality, signaling a strong shift in market senti­

ment.

• IFVGs provide high-probability entry points in the direction of the new trend after a retest 

of the inverted level.
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18. Chapter 18: Balanced Price Range (BPR)

We’ve explored Fair Value Gaps (FVGs) as areas of inefficiency where price moved rapidly in 

one direction. Now, let’s look at a scenario where the market quickly corrects that inefficiency, 

creating a Balanced Price Range (BPR). A BPR is a powerful concept that signifies a rapid re-

pricing and often acts as a strong barrier to future price movement.

Imagine a sudden, massive sale at a store that causes a rush of buyers, emptying the shelves 

(an FVG). But almost immediately, the store restocks the shelves, and the price returns to 

normal. The initial imbalance was quickly corrected, and the situation is balanced again. In 

the market, a BPR is that rapid restocking and re-pricing.

A Balanced Price Range (BPR) occurs when an FVG is created in one direction, and then 

almost immediately, another FVG is created in the opposite direction, overlapping the first 

one. This rapid back-and-forth movement signifies that the market quickly recognized the 

initial inefficiency and aggressively corrected it. The overlapping area of these two FVGs is 

the BPR.

Let’s break it down:

• Bullish BPR: This occurs when a Bearish FVG (a rapid move down) is immediately followed 

by a Bullish FVG (a rapid move up) that overlaps the initial downward gap. The market 

quickly rejected the lower prices and aggressively bought back up. The overlapping area 

becomes a strong zone of support.

• Bearish BPR: This occurs when a Bullish FVG (a rapid move up) is immediately followed 

by a Bearish FVG (a rapid move down) that overlaps the initial upward gap. The market 

quickly rejected the higher prices and aggressively sold back down. The overlapping area 

becomes a strong zone of resistance.

The key characteristic of a BPR is the rapid, overlapping correction of an inefficiency. It 

shows that institutions aggressively stepped in to reverse the initial move, establishing a new, 

balanced price level. Because this re-pricing was so aggressive, the BPR often acts as a very 

strong barrier.

Why are BPRs important? They are highly reliable areas of support or resistance. When price 

returns to a BPR, it is very likely to be rejected, as the institutions that aggressively corrected 

the initial imbalance will likely defend that area again. Trading with BPRs involves identifying 

these overlapping FVGs and using them as high-probability entry points or targets, knowing 

that they represent a significant institutional footprint of rapid re-pricing.

18.0.1. Chapter Summary

• A Balanced Price Range (BPR) occurs when an FVG in one direction is immediately over­

lapped by an FVG in the opposite direction.

• It signifies a rapid, aggressive correction of an initial market inefficiency.

• A Bullish BPR (Bearish FVG overlapped by Bullish FVG) acts as strong support.

• A Bearish BPR (Bullish FVG overlapped by Bearish FVG) acts as strong resistance.

• BPRs are highly reliable areas for price rejection, as institutions will likely defend the 

aggressively re-priced level.
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19. Chapter 19: Supply & Demand

At its core, all market movement boils down to the fundamental economic principles of Supply 

and Demand. While Smart Money Concepts provide a sophisticated lens through which to 

view these forces, understanding the basic mechanics of supply and demand is crucial. Insti­

tutions operate on these principles, and their actions create the imbalances we seek to exploit.

Imagine an auction. If there are many buyers (high demand) for a limited item (low supply), 

the price will naturally go up. Conversely, if there are many items for sale (high supply) but 

few interested buyers (low demand), the price will fall. The financial market is a continuous, 

global auction.

• Supply Zones: These are areas on the chart where there is an abundance of sellers waiting 

to offload their positions. When price enters a supply zone, the selling pressure is expected 

to outweigh the buying pressure, causing price to reverse or consolidate. Supply zones are 

typically found at previous resistance levels or where strong bearish moves originated.

• Demand Zones: These are areas on the chart where there is an abundance of buyers waiting 

to acquire positions. When price enters a demand zone, the buying pressure is expected to 

outweigh the selling pressure, causing price to reverse or consolidate. Demand zones are 

typically found at previous support levels or where strong bullish moves originated.

In Smart Money Concepts, our Order Blocks, Breaker Blocks, and Fair Value Gaps are essen­

tially refined ways of identifying these institutional supply and demand imbalances. An Order 

Block, for instance, marks the origin of a strong institutional move, indicating a significant 

imbalance between buyers and sellers at that point.

Why is this important? Because institutions are always seeking to buy from areas of supply 

(where sellers are abundant) and sell into areas of demand (where buyers are abundant) to get 

the best possible prices. This might sound counterintuitive, but remember, they need liquidity. 

They will often push price into a supply zone to fill their buy orders at a discount, or into a 

demand zone to fill their sell orders at a premium.

Understanding supply and demand through the SMC lens helps you identify where the true 

institutional interest lies. It moves beyond simple support and resistance by focusing on the 

origin of the powerful moves. When price returns to a fresh, unmitigated supply or demand 

zone, it often presents a high-probability trading opportunity, as institutions are likely to 

defend these areas where they previously committed significant capital.

19.0.1. Chapter Summary

• Supply and Demand are the fundamental forces driving all market movements.

• Supply Zones are areas with an abundance of sellers, where price is likely to reverse or 

consolidate downwards.

• Demand Zones are areas with an abundance of buyers, where price is likely to reverse or 

consolidate upwards.

• SMC concepts like Order Blocks refine the identification of institutional supply and demand 

imbalances.
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• Institutions seek to buy from supply and sell into demand to get optimal prices, creating 

high-probability trading opportunities at these zones.
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20. Chapter 20: Areas of Interest (AOI)

By now, you’ve learned about several key Smart Money Concepts: market structure, liquidity, 

Order Blocks, Breaker Blocks, Mitigation Blocks, Fair Value Gaps, and Premium/Discount 

Zones. Individually, each of these concepts provides valuable insights. But when you combine 

them, you identify what we call Areas of Interest (AOI). An AOI is a confluence of multiple 

institutional footprints, making it a high-probability zone for price reaction.

Imagine you’re a detective, and you’ve found several clues at a crime scene: a footprint, a 

dropped button, and a witness statement pointing to a specific location. Each clue on its own 

is helpful, but when all three point to the same spot, that location becomes a very strong “area 

of interest” for your investigation. In trading, an AOI is that convergence of clues.

An Area of Interest (AOI) is a price zone where several Smart Money Concepts align, indicating 

a strong likelihood of institutional participation. These are the zones where institutions are 

most likely to enter or exit trades, reverse price, or continue a trend. They are the “hot spots” 

on your chart.

What makes an AOI strong?

• Confluence of Concepts: The more SMC concepts that align in a particular price zone, the 

stronger the AOI. For example, an area that is both a fresh Order Block, within a Discount 

Zone (for buying), and has a Fair Value Gap that needs to be filled, would be a very strong 

AOI.

• Unmitigated: Ideally, the AOI should be “unmitigated,” meaning price has not yet returned 

to fully interact with it. Fresh AOIs tend to be more potent.

• Liquidity Present: The AOI should be near or associated with a pool of liquidity (internal or 

external) that institutions would want to target or sweep.

• Aligned with Higher Timeframe Bias: The AOI should be in the direction of the prevailing 

trend on higher timeframes. Trading with the higher timeframe flow significantly increases 

the probability of success.

Identifying AOIs is the art of putting all the pieces together. It’s not about finding just one 

SMC concept; it’s about seeing how multiple concepts converge to create a powerful magnet 

for price. When you find an AOI, you’re essentially identifying where the Smart Money has 

left a clear signal of their intentions.

Trading with AOIs involves patiently waiting for price to reach these zones. Once price 

interacts with a strong AOI, you look for confirmation of institutional entry (e.g., a change of 

character on a lower timeframe) before taking a trade. This disciplined approach allows you 

to trade with the highest probability setups, aligning yourself with the most powerful forces 

in the market.

20.0.1. Chapter Summary

• Areas of Interest (AOI) are price zones where multiple Smart Money Concepts converge.

• They represent high-probability zones for institutional participation and price reactions.

• Strong AOIs are characterized by confluence of concepts (e.g., Order Block + Discount Zone 

+ FVG).
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• Ideal AOIs are unmitigated, associated with liquidity, and aligned with the higher timeframe 

bias.

• Identifying AOIs is about combining SMC concepts to find institutional footprints and high-

probability trading setups.
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21. Chapter 21: Multi-Timeframe Analysis

One of the biggest mistakes retail traders make is focusing solely on a single timeframe. They 

might see a perfect setup on a 15-minute chart and jump in, only to be stopped out by a larger 

move on the daily chart. This is like trying to navigate a complex city using only a street map 

of one neighborhood. You need the bigger picture, and that’s where Multi-Timeframe Analysis 

(MTFA) comes in.

Imagine you’re planning a long road trip. First, you look at a macro map (like a monthly or 

weekly chart) to understand the overall direction and major highways. This gives you the big 

picture – are you heading north, south, east, or west? This is your higher timeframe bias.

Next, you zoom in to a regional map (like a daily or 4-hour chart) to identify the major cities, 

towns, and potential rest stops along your route. These are your key support and resistance 

levels, major supply and demand zones, and overall market structure on an intermediate 

timeframe.

Finally, you use a local street map (like a 1-hour or 15-minute chart) to navigate the specific 

streets, turns, and traffic lights to reach your exact destination. This is where you look for 

your precise entry and exit points, confirmations, and manage your trade.

Multi-Timeframe Analysis involves looking at the same asset across different timeframes to 

gain a comprehensive understanding of its price action. The general rule of thumb is to start 

with a higher timeframe to establish the overall trend and institutional bias, and then move 

down to lower timeframes for refined entry and exit points.

Here’s a typical approach:

1. Higher Timeframe (e.g., Daily/4-Hour): Identify the overall market structure (uptrend, 

downtrend, consolidation), key supply and demand zones, major Order Blocks, and the 

direction of the institutional flow. This gives you your bias – are you looking for buys 

or sells?

2. Intermediate Timeframe (e.g., 1-Hour/30-Minute): Look for alignment with the higher 

timeframe bias. Identify internal market structure, liquidity pools, and potential Areas of 

Interest (AOIs) that are forming in the direction of your higher timeframe bias. This is 

where you start to build your trade narrative.

3. Lower Timeframe (e.g., 15-Minute/5-Minute): This is your execution timeframe. Once price 

reaches an AOI identified on the higher timeframes, you look for confirmation of institu­

tional entry on this lower timeframe. This could be a Change of Character (CHOCH), a 

liquidity sweep, or a clear break of structure in the direction of your trade.

Why is MTFA so powerful? Because it helps you trade with the path of least resistance. When 

all timeframes are aligned, or when you are trading in the direction of the higher timeframe 

trend, your probability of success significantly increases. It prevents you from taking counter-

trend trades on lower timeframes that are likely to be swallowed by the larger institutional 

flow. It’s about understanding the rhythm of the market, from the slow, powerful beat of the 

higher timeframes to the quick, precise movements of the lower ones.
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21.0.1. Chapter Summary

• Multi-Timeframe Analysis (MTFA) involves analyzing an asset across different timeframes 

for a comprehensive view.

• Start with a higher timeframe (e.g., Daily/4-Hour) to establish the overall trend and institu­

tional bias.

• Move to an intermediate timeframe (e.g., 1-Hour/30-Minute) to identify aligning market 

structure and AOIs.

• Use a lower timeframe (e.g., 15-Minute/5-Minute) for precise entry and exit confirmations.

• MTFA helps traders align with the path of least resistance and the dominant institutional 

flow, increasing trade probability.
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22. Chapter 22: Building a Trade Setup

Now that we’ve covered the individual components of Smart Money Concepts, it’s time to put 

them all together. Building a trade setup isn’t about finding one perfect indicator; it’s about 

creating a narrative, a story that the market is telling you, using the institutional footprints 

we’ve learned to identify. This chapter will guide you through the process of constructing a 

high-probability trade setup.

Imagine you’re a master chef. You have all the finest ingredients (SMC concepts), but simply 

throwing them together won’t create a gourmet meal. You need a recipe, a sequence of steps, 

and an understanding of how each ingredient contributes to the final dish. Building a trade 

setup is your recipe for success.

Here’s a step-by-step approach to building a robust SMC trade setup:

1. Determine Higher Timeframe (HTF) Bias (Direction):

• Start with your daily or 4-hour chart. Is the market in an uptrend (HH/HL) or a downtrend 

(LH/LL)?

• Identify the overall institutional flow. Are institutions accumulating (buying) or distributing 

(selling)?

• This step is crucial. You want to trade with the HTF bias, not against it. If the HTF is bullish, 

you’re primarily looking for buy setups. If it’s bearish, you’re looking for sell setups.

1. Identify Key Areas of Interest (AOIs):

• On your HTF, mark out significant unmitigated Order Blocks, Breaker Blocks, or Fair Value 

Gaps that align with your HTF bias.

• Look for these AOIs within Premium Zones (for selling) or Discount Zones (for buying).

• These are the zones where you expect institutions to re-engage and where price is likely to 

react.

1. Look for Liquidity Targets:

• Identify obvious pools of liquidity (equal highs/lows, swing highs/lows) that price might be 

drawn to after interacting with your AOI.

• Institutions often move price from one liquidity pool to another. Knowing the next target 

helps with profit-taking.

1. Wait for Price to Approach Your AOI:

• Patience is key. Don’t chase price. Let the market come to your identified AOI.

• As price approaches, observe how it interacts with any internal liquidity or inducement 

levels before reaching your primary AOI.

1. Seek Confirmation on Lower Timeframe (LTF):

• Once price enters your HTF AOI, drop down to a lower timeframe (e.g., 15-minute or 5-

minute).

• Look for a Change of Character (CHOCH) in the opposite direction of the HTF trend. This 

signals that the short-term structure is shifting in your favor.
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• Alternatively, look for a Liquidity Sweep of an internal liquidity pool, followed by a strong 

displacement.

• This LTF confirmation tells you that institutions are now actively engaging in your AOI.

1. Refine Entry and Set Stop Loss:

• After LTF confirmation, look for a refined entry within the newly formed LTF Order Block 

or FVG that caused the CHOCH or displacement.

• Place your stop loss logically, typically just beyond the extreme of the LTF structure that 

confirmed your entry, or just outside the HTF AOI.

1. Plan Your Take Profit:

• Target the next significant liquidity pool or an opposing HTF AOI. Ensure your Risk-to-

Reward Ratio is favorable (at least 1:2 or 1:3).

Building a trade setup is a systematic process that combines all the SMC concepts into a 

coherent strategy. It requires discipline, patience, and a keen eye for institutional footprints. 

By following these steps, you’ll be able to construct high-probability trades that align with 

the Smart Money.

22.0.1. Chapter Summary

• Building a trade setup involves combining SMC concepts to create a market narrative.

• Step 1: Determine Higher Timeframe (HTF) bias (direction).

• Step 2: Identify key unmitigated Areas of Interest (AOIs) on the HTF, preferably in Premium/

Discount Zones.

• Step 3: Look for potential liquidity targets that price might be drawn to.

• Step 4: Patiently wait for price to approach your identified AOI.

• Step 5: Seek Lower Timeframe (LTF) confirmation, such as a Change of Character (CHOCH) 

or Liquidity Sweep.

• Step 6: Refine entry within LTF structure and set a logical stop loss.

• Step 7: Plan your take profit at the next significant liquidity pool, ensuring a favorable Risk-

to-Reward.
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23. Chapter 23: Risk Management

In the world of trading, there’s an old adage: “Trade to live, don’t live to trade.” This perfectly 

encapsulates the importance of Risk Management. No matter how good your strategy, how 

precise your entries, or how clear the institutional footprints, losing trades are an inevitable 

part of the game. The difference between successful traders and those who fail often comes 

down to how they manage their risk.

Imagine you’re a skilled tightrope walker. You’ve practiced for years, you know every step, 

and you’re confident in your ability. But would you ever walk that tightrope without a safety 

net? Of course not! Risk management is your safety net in trading. It’s what protects your 

capital when things don’t go as planned.

Effective risk management isn’t just about placing a stop loss; it’s a comprehensive approach 

to protecting your trading capital and ensuring your longevity in the markets. Here are the 

core pillars:

1. Define Your Risk Per Trade: This is perhaps the most crucial aspect. Before you even enter 

a trade, you must know exactly how much you are willing to lose if the trade goes against 

you. A common rule of thumb is to risk no more than 1% to 2% of your total trading capital 

per trade. This means if you have a $10,000 account, you should risk no more than $100 

to $200 on any single trade. This small percentage ensures that no single losing trade can 

significantly damage your account.

2. Use Stop-Loss Orders: A stop-loss order is your ultimate protection. It’s an instruction to 

your broker to automatically close your trade if the price reaches a certain level, thereby 

limiting your potential loss. Always place your stop loss at a logical point, typically just 

beyond the market structure that would invalidate your trade idea. Never move your stop 

loss further away from your entry to avoid a loss; this is a recipe for disaster.

3. Position Sizing: This goes hand-in-hand with your risk per trade. Once you’ve determined 

your risk percentage and the logical placement of your stop loss, you can calculate your 

position size. Your position size is the number of units (e.g., lots, shares, contracts) you 

will trade. It should be calculated so that if your stop loss is hit, you only lose your 

predetermined risk percentage. For example, if you risk 1% ($100) and your stop loss is 20 

pips away, you would trade a position size that results in a $100 loss if price moves 20 pips 

against you.

4. Risk-to-Reward Ratio (RRR): Always seek trades with a favorable RRR. This is the ratio of 

your potential profit to your potential loss. Aim for trades where your potential profit is at 

least twice or three times your potential risk (e.g., 1:2 or 1:3 RRR). Even if you only win 50% 

of your trades, a good RRR can still make you profitable. For instance, winning 5 trades at 

1:2 RRR and losing 5 trades at 1% risk would still result in a net profit.

5. Don’t Overtrade: Resist the urge to constantly be in the market. Quality over quantity. 

Wait for your high-probability setups to form, and don’t force trades that aren’t there. 

Overtrading often leads to over-exposure and emotional decisions.
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Risk management is not glamorous, but it is the bedrock of consistent profitability. It’s about 

preserving your capital so you can continue to trade another day. Treat your trading capital 

like a precious resource, and manage your risk diligently. This is how you stay in the game 

long enough to master the art of Smart Money Concepts.

23.0.1. Chapter Summary

• Risk Management is crucial for longevity and protecting trading capital, as losing trades are 

inevitable.

• Define Risk Per Trade: Risk no more than 1% to 2% of total capital per trade.

• Use Stop-Loss Orders: Always place logical stop losses to limit potential losses; never move 

them further away.

• Position Sizing: Calculate trade size based on risk percentage and stop-loss distance to 

control loss per trade.

• Risk-to-Reward Ratio (RRR): Aim for favorable ratios (e.g., 1:2 or 1:3) where potential profit 

outweighs potential loss.

• Don’t Overtrade: Focus on quality setups rather than constant market exposure.
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24. Chapter 24: Trading Psychology

You can have the best strategy in the world, a deep understanding of Smart Money Concepts, 

and impeccable risk management, but if you don’t master your own mind, you will struggle 

to succeed in trading. Trading Psychology is the final, and arguably the most challenging, 

piece of the puzzle. It’s the invisible force that dictates your actions, often overriding logic and 

discipline.

Imagine you’re driving a high-performance sports car. The engine (your strategy) is powerful, 

the brakes (risk management) are sharp, but if the driver (your psychology) is erratic, 

emotional, or distracted, a crash is inevitable. Your mind is the driver of your trading journey.

The market is a mirror that reflects your deepest fears, insecurities, and desires. It will test 

your patience, challenge your discipline, and expose your emotional vulnerabilities. The two 

most common emotional pitfalls are Fear and Greed.

Fear manifests in several ways. It’s the fear of missing out (FOMO) that makes you jump into 

a trade late, chasing price after a big move. It’s the fear of losing that makes you hesitate to 

take a perfectly valid setup, or causes you to close a winning trade prematurely. It’s the fear 

of being wrong that makes you move your stop loss, hoping the market will turn around.

Greed, on the other hand, is the desire for more, often at the expense of logic. It’s what makes 

you hold onto a winning trade too long, hoping for an unrealistic target, only to watch the 

profits evaporate. It’s what drives you to over-leverage your account, risking too much on a 

single trade in pursuit of a quick windfall.

Mastering trading psychology requires self-awareness and discipline. Here are some key 

principles:

1. Accept the Probabilities: Trading is a game of probabilities, not certainties. Accept that 

losses are part of the process. A losing trade doesn’t mean you’re a bad trader; it just means 

that specific probability didn’t play out.

2. Detach from the Outcome: Focus on executing your strategy flawlessly, not on the mone­

tary outcome of each trade. If you follow your plan and manage your risk, the profits will 

take care of themselves over time.

3. Control Your Emotions: Recognize when fear or greed is influencing your decisions. Take 

a step back, breathe, and re-evaluate the situation objectively. Don’t trade when you’re 

angry, frustrated, or overly excited.

4. Maintain Discipline: Stick to your trading plan, your risk management rules, and your daily 

routine. Discipline is the bridge between your goals and your accomplishments.

5. Patience is Key: Wait for your high-probability setups. Don’t force trades. The market will 

always present new opportunities; you don’t have to catch every move.

Trading psychology is an ongoing journey of self-improvement. It requires constant reflection, 

journaling, and a commitment to mastering your own mind. When you can trade with a calm, 

objective, and disciplined mindset, you’ll unlock the true potential of your trading strategy.

24.0.1. Chapter Summary

• Trading Psychology is crucial; a strong strategy is useless without a disciplined mindset.
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• The market tests emotional vulnerabilities, primarily Fear and Greed.

• Fear leads to FOMO, hesitation, premature exits, and moving stop losses.

• Greed leads to holding trades too long, over-leveraging, and chasing unrealistic profits.

• Mastery requires accepting probabilities, detaching from outcomes, controlling emotions, 

maintaining discipline, and practicing patience.
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25. Chapter 25: Common Beginner Mistakes

As you embark on your journey to master Smart Money Concepts, it’s important to be aware 

of the common pitfalls that often trip up new traders. Recognizing these mistakes beforehand 

can help you avoid them, saving you both capital and frustration. Think of this chapter as a 

guide to navigating the minefield of early trading experiences.

Imagine learning to drive. You know the rules of the road, but until you gain experience, 

you’re prone to making common errors like forgetting to check your blind spot or misjudging 

distances. Trading is no different; experience is key, but avoiding these common mistakes will 

accelerate your learning curve.

Here are some of the most frequent errors made by beginner traders:

1. Over-leveraging: This is perhaps the quickest way to blow up a trading account. Using too 

much leverage means risking a disproportionately large amount of capital relative to your 

account size. While it can amplify gains, it dramatically amplifies losses, often leading to 

margin calls and account liquidation. Always stick to your defined risk per trade (1-2% of 

capital).

2. Lack of a Trading Plan: Many beginners jump into the market without a clear, written 

plan. A trading plan outlines your strategy, entry/exit criteria, risk management rules, and 

psychological guidelines. Without a plan, you’re trading emotionally and reactively, rather 

than systematically.

3. Chasing Price (FOMO): The Fear Of Missing Out (FOMO) is a powerful emotion. It makes 

traders enter trades after a big move has already occurred, often at unfavorable prices, just 

to be part of the action. This usually leads to buying at the top or selling at the bottom, 

right before a reversal.

4. Not Using Stop Losses (or Moving Them): Believing that

price will eventually turn around, or moving a stop loss further away to avoid being stopped 

out, are common and disastrous mistakes. A stop loss is your protection; use it and respect it.

1. Overtrading: The belief that more trades equal more profits. This often leads to taking low-

probability setups, increasing transaction costs, and emotional fatigue. Focus on quality 

over quantity.

2. Ignoring Higher Timeframe Bias: Focusing solely on lower timeframes without under­

standing the overall direction of the market on higher timeframes. This leads to trading 

against the dominant institutional flow, which is a low-probability endeavor.

3. Lack of Patience: The market requires patience. Waiting for your setup to fully form, 

waiting for price to reach your Areas of Interest, and waiting for confirmation are all crucial. 

Impatience leads to premature entries and missed opportunities.

4. Not Journaling Trades: A trading journal is an invaluable tool for learning and improve­

ment. It allows you to track your trades, analyze your decisions, identify patterns in your 

behavior, and refine your strategy. Without it, you’re doomed to repeat the same mistakes.
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5. Seeking Holy Grails: There is no single indicator or strategy that works 100% of the time. 

Trading is about probabilities and managing risk. Be wary of anyone promising guaranteed 

returns or secret systems.

6. Emotional Trading: Allowing fear, greed, hope, or revenge to dictate your trading decisions. 

This is a battle you must constantly fight and win. Stick to your plan, not your feelings.

By being aware of these common mistakes, you can actively work to avoid them. Self-aware­

ness, discipline, and a commitment to continuous learning are your best defenses against these 

pitfalls. Remember, the journey to becoming a profitable trader is a marathon, not a sprint.

25.0.1. Chapter Summary

• Beginners often make mistakes like over-leveraging, which quickly depletes capital.

• A lack of a trading plan leads to emotional and reactive trading.

• Chasing price (FOMO) results in poor entries at unfavorable levels.

• Not using or moving stop losses exposes traders to excessive risk.

• Overtrading and ignoring higher timeframe bias lead to low-probability setups.

• Lack of patience and not journaling trades hinder learning and improvement.

• Seeking holy grails and emotional trading are psychological traps to avoid.
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26. Chapter 26: Complete Trade Example

We’ve covered a lot of ground, from market structure to liquidity, and from Order Blocks to 

risk management. Now, let’s bring it all together with a hypothetical, yet realistic, Complete 

Trade Example. This will illustrate how all the Smart Money Concepts we’ve discussed can be 

applied in a practical trading scenario.

Imagine you’re a detective, and you’ve been gathering clues throughout the market. Now it’s 

time to piece them together to solve the mystery of where price is heading. This example will 

walk you through the thought process of identifying a high-probability setup.

Scenario: Bearish Setup on EUR/USD

Step 1: Higher Timeframe (HTF) Bias (Daily Chart)

• Observation: On the Daily chart, EUR/USD has been in a clear downtrend, consistently 

making Lower Highs (LH) and Lower Lows (LL). The most recent move broke below a 

significant previous LL, confirming a Break of Structure (BOS) to the downside. This estab­

lishes our bearish bias.

• Conclusion: We are only looking for short (sell) opportunities.

Step 2: Identify Key Areas of Interest (AOIs) (4-Hour Chart)

• Observation: Zooming into the 4-Hour chart, we see a large, unmitigated Bearish Order 

Block that initiated the last impulsive move down, which led to the BOS on the Daily chart. 

This Order Block is located within a Premium Zone of the recent swing range.

• Observation: Just above this Order Block, there’s a clear pool of External Liquidity (equal 

highs) where many retail traders likely have their stop losses.

• Conclusion: Our primary AOI for a potential short entry is this Bearish Order Block in the 

Premium Zone, with the external liquidity above it acting as a potential target for institu­

tions to sweep before reversing.

Step 3: Look for Liquidity Targets (4-Hour Chart)

• Observation: Below the current price, there’s a significant unmitigated Demand Zone and 

a pool of External Liquidity (equal lows) from a previous swing low. This will be our initial 

Take Profit target.

• Conclusion: We have a clear target for our trade.

Step 4: Wait for Price to Approach Your AOI (1-Hour Chart)

• Observation: Price starts to rally from current levels, slowly making its way back up towards 

our 4-Hour Bearish Order Block. As it approaches, we notice a small Inducement forming 

– a minor high that retail traders might see as a resistance to short against.

• Conclusion: We remain patient, understanding that the inducement is likely a trap to gather 

liquidity before the true move.

Step 5: Seek Confirmation on Lower Timeframe (15-Minute Chart)

• Observation: Price finally enters our 4-Hour Bearish Order Block. On the 15-Minute chart, 

we see price push slightly above the inducement, triggering those retail stop losses (a 
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Liquidity Sweep). Immediately after, price forms a strong bearish candle that breaks below 

the most recent 15-Minute Higher Low, creating a Change of Character (CHOCH) to the 

downside.

• Conclusion: We have our confirmation. The institutional flow is now aligning on the lower 

timeframe within our HTF AOI.

Step 6: Refine Entry and Set Stop Loss (15-Minute Chart)

• Entry: After the CHOCH, price pulls back slightly to retest the newly formed 15-Minute 

Bearish Order Block that caused the CHOCH. We enter a short position here.

• Stop Loss: Our stop loss is placed just above the high of the 15-Minute Order Block that 

confirmed our entry, ensuring it’s protected from further liquidity sweeps.

Step 7: Plan Your Take Profit (4-Hour Chart)

• Take Profit: Our initial Take Profit is set at the 4-Hour External Liquidity (equal lows) 

identified in Step 3. We calculate our Risk-to-Reward Ratio and ensure it’s favorable (e.g., 

1:3).

Trade Execution and Management:

• Price respects the 15-Minute Bearish Order Block and begins to move down, breaking 

structure on the lower timeframes.

• As price approaches our Take Profit target, we monitor for signs of weakness or potential 

reversals, but ultimately, price hits our target.

This example demonstrates how combining HTF bias, AOIs, liquidity analysis, and LTF 

confirmation allows you to build a robust trading plan. It’s a systematic approach that aligns 

you with the Smart Money, increasing your probability of success.

26.0.1. Chapter Summary

• A complete trade setup integrates all Smart Money Concepts systematically.

• HTF Bias: Establish overall trend (e.g., Daily/4-Hour downtrend for EUR/USD).

• AOI Identification: Mark unmitigated Bearish Order Blocks in Premium Zones on HTF.

• Liquidity Targets: Identify external liquidity (e.g., equal lows) for Take Profit.

• Patience: Wait for price to approach the AOI, ignoring inducements.

• LTF Confirmation: Look for Liquidity Sweep and CHOCH on lower timeframes (e.g., 15-

Minute).

• Entry & SL: Enter on retest of LTF Order Block, place SL above confirming structure.

• TP: Set Take Profit at HTF liquidity target, ensuring favorable RRR.
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27. Chapter 27: Daily Trading Checklist

Consistency is the hallmark of a professional trader. And one of the best ways to foster 

consistency, reduce emotional errors, and ensure you’re following your plan is to use a Daily 

Trading Checklist. This isn’t just a suggestion; it’s a critical tool that reinforces discipline and 

helps you systematically approach the market every single day.

Imagine a pilot preparing for a flight. Before takeoff, they meticulously go through a checklist, 

ensuring every system is operational, every gauge is reading correctly, and every procedure 

is followed. They don’t rely on memory or intuition for critical steps. Your trading should be 

approached with the same level of rigor. A checklist ensures you don’t miss crucial steps and 

helps you stay objective.

Here’s a comprehensive daily trading checklist you can adapt and personalize:

Before the Trading Session:

1. Review Higher Timeframe (HTF) Bias:

• What is the overall trend on the Daily/4-Hour chart? (Uptrend/Downtrend/Consolidation)

• Are there any major HTF Supply/Demand Zones or Order Blocks price is approaching?

• Confirm your directional bias for the day (Bullish/Bearish/Neutral).

1. Identify Key HTF Areas of Interest (AOIs):

• Mark out unmitigated HTF Order Blocks, Breaker Blocks, FVGs.

• Note any significant External Liquidity pools (equal highs/lows, major swing highs/lows).

1. Check Economic Calendar:

• Are there any high-impact news events scheduled for the day that could cause volatility?

• Note the times of these releases and consider avoiding trading around them.

1. Review Previous Day’s Performance (if applicable):

• What worked? What didn’t? Any lessons learned?

• Are you feeling emotionally balanced and ready to trade?

During the Trading Session (for each potential trade):

1. Price Approaching HTF AOI?

• Is price entering a pre-identified HTF Area of Interest?

• Is it in a Premium Zone (for sells) or Discount Zone (for buys)?

1. Look for Inducement/Liquidity Sweeps:

• Has price taken out any obvious internal liquidity or inducement before reaching your 

primary AOI?

• Has there been a liquidity sweep of a key level?

1. Lower Timeframe (LTF) Confirmation:

• On your execution timeframe (e.g., 15-Min/5-Min), has there been a Change of Character 

(CHOCH) or a clear Break of Structure (BOS) in your desired direction?
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• Is there a fresh LTF Order Block or FVG that aligns with the CHOCH/BOS?

1. Entry, Stop Loss, and Take Profit Defined:

• Do you have a precise entry point?

• Is your stop loss placed logically, protecting your capital?

• Is your Take Profit target clear (e.g., next liquidity pool, opposing AOI)?

• Is the Risk-to-Reward Ratio favorable (e.g., 1:2 or better)?

1. Position Sizing Calculated:

• Have you calculated your position size based on your risk per trade and stop loss distance?

• Are you risking no more than 1-2% of your account?

1. Emotional Check:

• Are you feeling calm and objective? Or are emotions (fear, greed, revenge) influencing your 

decision?

• If emotional, step away from the charts.

After the Trading Session:

1. Journal the Trade:

• Record all details: entry, exit, stop loss, take profit, RRR, setup type, emotions, lessons 

learned.

• Take screenshots of the setup.

1. Review and Reflect:

• Did you follow your plan? What could have been done better?

• What did the market teach you today?

This checklist is your co-pilot. It helps you stay grounded, systematic, and disciplined. Over 

time, going through this checklist will become second nature, embedding good habits and 

reinforcing your understanding of Smart Money Concepts. It’s a powerful tool for turning 

theory into consistent practice.

27.0.1. Chapter Summary

• A Daily Trading Checklist fosters consistency, reduces emotional errors, and reinforces 

discipline.

• Before Session: Review HTF bias, identify AOIs, check economic calendar, and assess 

emotional state.

• During Trade: Confirm price approaching AOI, look for inducement/liquidity sweeps, seek 

LTF confirmation (CHOCH/BOS), define entry/SL/TP, calculate position size, and perform 

emotional check.

• After Session: Journal all trade details and reflect on performance and lessons learned.

• The checklist acts as a systematic guide to apply SMC concepts and maintain objectivity.
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28. Chapter 28: Trading Journal

If risk management is your safety net and a checklist is your co-pilot, then your Trading 

Journal is your flight recorder. It’s an indispensable tool for self-analysis, learning, and contin­

uous improvement. Without a detailed trading journal, you’re essentially flying blind, unable 

to accurately assess your performance, identify your strengths, or correct your weaknesses.

Imagine an athlete who never reviews their game footage or tracks their training progress. 

How can they expect to improve? Similarly, a trader who doesn’t journal their trades is missing 

out on the most powerful feedback mechanism available. Your journal is where you transform 

raw market data and your own decisions into actionable insights.

What should a comprehensive trading journal include?

1. Trade Details:

• Date and Time: When the trade was entered and exited.

• Asset Traded: (e.g., EUR/USD, Gold, SPX500).

• Direction: Long (Buy) or Short (Sell).

• Entry Price: The exact price you entered the trade.

• Stop Loss Price: The price at which your stop loss was placed.

• Take Profit Price: Your intended take profit target.

• Exit Price: The exact price you exited the trade.

• Position Size: How many units/lots you traded.

• Risk Per Trade: The percentage of your account risked.

• Result: Profit/Loss in pips/points and monetary value.

• Risk-to-Reward Ratio (RRR): The actual RRR achieved.

1. Setup Analysis:

• Strategy Used: Which SMC concepts were in play? (e.g., HTF Bearish OB in Premium, LTF 

CHOCH confirmation).

• Reason for Entry: Why did you take this trade? What were the confirming factors?

• Market Context: What was the higher timeframe bias? What was the overall market 

sentiment?

• Screenshots: Crucially, include screenshots of your entry, stop loss, and take profit levels on 

both higher and lower timeframes. Mark up the charts with your analysis (AOIs, liquidity, 

BOS, CHOCH, etc.).

1. Psychological State:

• Emotions Before/During/After: How were you feeling? Were you calm, confident, fearful, 

greedy, frustrated?

• Discipline Check: Did you follow your plan exactly? Did you move your stop loss? Did you 

exit prematurely?

• Distractions: Were there any external distractions that affected your focus?

1. Lessons Learned & Actionable Insights:

• What did you do well in this trade?
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• What could you have done better?

• What specific adjustments can you make for future trades?

• Did you identify any recurring mistakes or patterns?

Reviewing Your Journal:

Make it a habit to review your trading journal regularly – daily, weekly, and monthly. Look 

for patterns in your winning and losing trades. Are certain setups more profitable for you? 

Are you consistently making the same psychological errors? Your journal will reveal your true 

trading personality and help you objectively identify areas for improvement.

Many traders use spreadsheets, dedicated journaling software, or even simple notebooks. The 

format doesn’t matter as much as the consistency and detail you put into it. Your trading 

journal is your personal mentor, guiding you towards mastery. Embrace it, and you’ll unlock 

profound insights into your own trading behavior and market understanding.

28.0.1. Chapter Summary

• A Trading Journal is an indispensable tool for self-analysis, learning, and continuous 

improvement.

• It should include Trade Details (date, asset, entry/exit, P/L, RRR, position size).

• Setup Analysis should detail the strategy, reasons for entry, market context, and crucial 

screenshots with marked analysis.

• Psychological State tracking (emotions, discipline, distractions) is vital for understanding 

behavioral patterns.

• Lessons Learned & Actionable Insights help identify strengths, weaknesses, and areas for 

adjustment.

• Regular review of the journal is key to transforming raw data into actionable insights and 

fostering consistent improvement.
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29. Chapter 29: Final Trading Rules

As we near the end of our journey into Smart Money Concepts, it’s time to distill everything 

we’ve learned into a set of actionable Final Trading Rules. These aren’t just guidelines; they 

are the bedrock principles that, when consistently applied, will guide you towards disciplined 

and profitable trading. Think of them as your personal trading commandments.

Imagine a seasoned mountaineer preparing for a challenging ascent. They don’t just rely on 

their strength; they adhere to a strict set of safety protocols and proven techniques. These rules 

aren’t optional; they are essential for survival and success. Your trading rules are no different 

– they are there to keep you safe and guide you to the summit of consistent profitability.

Here are the final trading rules to engrain into your trading psyche:

1. Always Trade with the Higher Timeframe (HTF) Bias: Never fight the dominant institu­

tional flow. Identify the overall trend on your higher timeframes (Daily, 4-Hour) and only 

seek setups that align with that direction. This is your compass.

2. Patience is Your Greatest Edge: The market will always be there. Wait for your high-

probability setups to fully form. Let price come to your identified Areas of Interest (AOIs). 

Do not chase price or force trades out of boredom or FOMO.

3. Identify and Respect Liquidity: Understand that institutions move price to target liquidity. 

Be aware of where retail stop losses and pending orders are likely to be. Anticipate 

liquidity sweeps and use them to your advantage, rather than becoming their victim.

4. Confirm with Lower Timeframe (LTF) Structure: Once price reaches your HTF AOI, 

always seek confirmation on a lower timeframe. Look for a Change of Character (CHOCH) 

or a clear Break of Structure (BOS) that signals institutional entry in your favor. This is 

your trigger.

5. Master Risk Management: This is non-negotiable. Define your risk per trade (1-2% of 

capital), use logical stop losses, and calculate your position size precisely. Never risk more 

than you are comfortable losing on any single trade. Protect your capital above all else.

6. Maintain a Favorable Risk-to-Reward Ratio (RRR): Always aim for trades where your 

potential profit is significantly greater than your potential loss (e.g., 1:2, 1:3, or higher). 

This allows you to be profitable even with a win rate below 50%.

7. Journal Every Trade: Your trading journal is your most valuable learning tool. Document 

every detail, including your emotional state and lessons learned. Review it regularly to 

identify patterns, refine your strategy, and improve your psychological discipline.

8. Control Your Emotions: Trading is 80% psychology. Recognize and manage fear, greed, 

hope, and revenge. Trade with a calm, objective, and disciplined mindset. If emotions are 

high, step away from the charts.

9. Continuous Learning and Adaptation: The market is constantly evolving. Never stop 

learning, refining your understanding, and adapting your strategy. Stay humble and open 

to new insights.
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10. Treat Trading as a Business: Approach trading with professionalism, discipline, and a 

long-term perspective. It’s not a get-rich-quick scheme; it’s a skill that requires dedication, 

hard work, and continuous improvement.

These rules are not meant to be restrictive but liberating. They provide the structure and disci­

pline necessary to navigate the complexities of the financial markets successfully. Embrace 

them, make them your own, and they will serve you well on your trading journey.

29.0.1. Chapter Summary

• Always Trade with HTF Bias: Align with the dominant institutional flow.

• Patience is Key: Wait for high-probability setups and for price to reach AOIs.

• Respect Liquidity: Understand institutional targeting of liquidity and anticipate sweeps.

• Confirm with LTF Structure: Seek CHOCH or BOS on lower timeframes for entry triggers.

• Master Risk Management: Define risk per trade, use stop losses, and size positions correctly.

• Maintain Favorable RRR: Ensure potential profit outweighs potential loss.

• Journal Every Trade: Document and review for continuous learning and improvement.

• Control Emotions: Manage fear, greed, and other psychological pitfalls.

• Continuous Learning: Adapt and evolve with the market.

• Treat Trading as a Business: Approach with professionalism and a long-term perspective.
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30. Chapter 30: Final Thoughts

Congratulations! You’ve reached the end of this guide to Smart Money Concepts. You’ve 

embarked on a journey that has transformed your understanding of the financial markets, 

moving beyond the noise of retail trading to see the subtle yet powerful footprints of institu­

tional players. You now possess a framework that allows you to interpret market movements 

with greater clarity, precision, and confidence.

Remember, learning Smart Money Concepts is not about finding a magic bullet or a guaranteed 

path to overnight riches. It’s about developing a deeper, more sophisticated understanding of 

how the market truly operates. It’s about recognizing that price doesn’t move randomly, but 

is driven by the strategic actions of large institutions seeking liquidity and optimal pricing for 

their massive orders.

You’ve learned to identify:

• Market Structure: The blueprint of price, guiding you on the overall trend.

• Liquidity: The fuel that drives price, and how institutions target it.

• Order Blocks, Breaker Blocks, Mitigation Blocks: The specific areas where institutions leave 

their indelible marks.

• Fair Value Gaps & Balanced Price Ranges: The inefficiencies and rapid re-pricings that offer 

high-probability opportunities.

• Premium & Discount Zones: Where institutions find value to buy and sell.

• Multi-Timeframe Analysis: How to gain a comprehensive view of the market.

• Trade Setup Construction: A systematic approach to combining all these elements.

But knowledge alone is not enough. The true power of Smart Money Concepts lies in their 

consistent application, coupled with unwavering discipline and robust risk management. The 

market will always present challenges, and there will be losing trades. This is an inherent part 

of the game. Your success will not be defined by avoiding losses, but by how you manage them 

and how consistently you adhere to your proven process.

This journey is continuous. The market is dynamic, constantly evolving, and so too must your 

learning. Stay curious, keep practicing, and never stop refining your understanding. Review 

your trades, learn from your mistakes, and celebrate your successes, no matter how small.

As you step forward, armed with this new perspective, always remember these guiding 

principles:

Stay disciplined. The market rewards patience and adherence to your plan. Protect capital. 

Your trading account is your business; treat it with the utmost care. Respect risk. Understand 

that every trade carries risk, and manage it proactively. Master psychology. Your mind is 

your most powerful tool; keep it sharp and objective. Trust the process. Focus on consistent 

execution, and the results will follow. Focus on consistency over quick money. Sustainable 

growth comes from steady, deliberate actions.

“The market rewards discipline, not emotions.” — FX Garvit

May your charts be clear, your entries precise, and your trading journey be filled with 

consistent growth. Happy trading!
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31. Diagrams

Figure 1: Market Structure Diagram
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Figure 2: Liquidity Diagram
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Figure 3: Order Block and FVG Diagram
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