SURFING THE ORDER LINES
By Daryl Guppy

Surfing the order lines is designed to get the trader just ahead of the
momentum of rising prices. It requires active management of the position of your
order in the order line. The objective is to capture the best possible price. We show
this in operation with VAH*. The price broke out above a trading range so on the
next day we expect prices to move rapidly towards the new resistance level. As it
turns out, this does not happen. The move is slow, but the same principles apply.

Here is the order lines just prior to the open. We can see the buyers are
bidding higher to make sure they get first place in the buy line. There are two
sellers who a offering lower so that can be sure of getting out at the match price of
$0.48.
The key feature is the way the number of sellers increases as the price
moves towards the resistance block at $0.50. What we hope to see is the number
of sellers reducing as they decide to yank their orders and place them at a higher
level because they believe the price will rise.

Five minutes after the open we continue to watch for a reduction of sellers in the
lead up to $0.50 price level. We also look for the development of a new resistance
level above $0.50. Our VAH* sell order is buried in the yellow highlight along with
56 other sellers.

This is moving slower than we expected. The number of sellers below $0.50
is shrinking. The number of sellers at $0.50 remains about the same. There is no
obvious resistance level above $0.50. A resistance level is signalled by a large
number of sellers at a single price level, or by high volume on offer at a single price
level. The current order lines suggest that a breakout above $0.50 can quickly
move to $0.60 or higher. Remember that once the breakout occurs above $0.50
that the structure of the order lines will change as new sellers are enticed into the
market by higher prices.

Here is the order line in detail at $0.50. Our VAH* order is sixth in line. The
plan is that once the price trades at $0.50 we will consider yanking the sell order
and replacing it at a higher level. We can shift it slightly higher at $0.505 and again
remain number 6 in line. Or we can shift the sell order to $0.53 and be second in
the order line. Once above $0,53 there are many opportunities to become first or
second in the sell order line. The level we select will also match resistance levels
identified on the chart. This is near $0.70 for VAH on a monthly chart.
Currently there are 58 sellers at $0.50. Once this level is reached we must
make a decision about the strength of resistance at this level. If its too strong, then
we will sell at $0.50. If resistance is weakening, then we shift our sell order to a
higher level.
A significant increase in the number of sellers at $0.50 tells us resistance is
strengthening. A steady shrinkage in the number of sellers at $0.50 tells us these
sellers are confident the price will move above $0.50. This withdrawal of orders
shows resistance is weakening and it’s a good signal for us to also remove our sell
order and place it at a higher level.
This is the essence of surfing the order line. VAH* has turned out to be
surfing in slow motion.

