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Introduction

The Strat is a revolutionary price action trading strategy that has transformed the way traders analyze
and trade financial markets. Created by Rob Smith, this methodology strips away the complexity of
traditional technical analysis and focuses on the fundamental truths of price movement. The Strat
provides traders with an objective, rule-based system that works across all markets and timeframes,
from forex to stocks, commodities to cryptocurrencies.

What makes The Strat unique is its simplicity and universality. Rather than relying on lagging
indicators or complex chart patterns, The Strat identifies just three possible candlestick scenarios and
uses multi-timeframe analysis to create high-probability trading opportunities. This guide will provide
you with a comprehensive understanding of The Strat methodology, its history, core principles, and
practical applications.


https://themarketstructuretrader.com/the-indicators/the-strat-dashboard-indicator/

The History of The Strat

Rob Smith: Creator of The Strat

Rob Smith developed The Strat over the course of his 30-year career in the financial markets.
Trading was in Rob's blood from an early age—his father ran Merrill Lynch's institutional desk on the
Chicago Board Options Exchange (CBOE). During his high school years, Rob began working
summers at the CBOE, where he developed a deep fascination with technical analysis and price
action.

Rob went on to become a member of the Chicago Stock Exchange (CHX) for 16 years, where he
worked as both an OTC and Listed Specialist, as well as an independent trader. Through years of
intensive study, trial and error, and countless hours analyzing price charts, Rob discovered what he
called the "simple truths of price action." These fundamental principles became the foundation of The
Strat as we know it today.

Rob's breakthrough came when he realized that despite the apparent complexity of market
movements, price action could be distilled into just three basic scenarios. This revelation allowed him
to create a systematic, objective approach to trading that removed subjectivity and emotional
decision-making from the equation. Rob believed that all future trading decisions would somehow
reference The Strat, whether explicitly or implicitly, because traders would inevitably follow its
universal rules.

Throughout his career, Rob was known not only for his trading prowess but also for his generosity in
sharing knowledge. He created extensive free educational content, including YouTube videos,
articles, and live trading sessions. The Strat community grew organically as traders discovered this
powerful methodology and shared their success stories. Rob Smith's legacy continues to impact
traders worldwide, helping them achieve consistent profitability through his elegant and logical
approach to market analysis.



The Core Philosophy of The Strat

At its heart, The Strat is built on a simple yet profound observation: price can only move in three ways
relative to the previous candle. This fundamental truth applies universally across all markets, all
timeframes, and all trading instruments. Rob Smith's genius was in recognizing that by focusing on
these three scenarios and analyzing them across multiple timeframes, traders could gain a significant
edge in the markets.

The Three Fundamental Principles

1. Timeframe Continuity: Rob Smith believed that analyzing multiple timeframes simultaneously
provides a much clearer picture of market direction than relying on a single timeframe or lagging
indicators. When all timeframes align in the same direction (Full Time Frame Continuity), it creates
the strongest trading signals. Conversely, when timeframes show conflicting signals, it indicates
market indecision and lower probability trades.

2. Broadening Formations: This principle recognizes that markets naturally expand and contract. In
a broadening formation, price consistently breaks the previous range's highs or lows. Understanding
this concept helps traders determine the potential magnitude of a move and identify when markets
are likely to reverse or continue trending. Broadening formations are considered a universal truth in
The Strat methodology.

3. Actionable Signals: The Strat provides specific, objective criteria for trade entry and exit. Rather
than relying on subjective interpretation, traders follow clear rules based on candle scenarios and
pattern formations. This removes emotional decision-making and creates a mechanical, rule-based
system that can be consistently applied across all market conditions.



The Three Candlestick Scenarios

The foundation of The Strat lies in understanding that every candlestick falls into one of three
categories, numbered 1, 2, or 3. These numbers describe how the current candle relates to the
previous candle's range. By labeling candles with these numbers, traders can quickly identify market
structure, consolidation, and potential breakout points.

Scenario 1: Inside Bar (Consolidation)

An Inside Bar (labeled as "1") occurs when the current candle's high and low are both contained
completely within the previous candle's range. This means the current candle's high is lower than the
previous candle's high, AND the current candle's low is higher than the previous candle's low.

Significance: Inside bars represent consolidation and market equilibrium. They indicate a period
where buyers and sellers are in balance, and the market is "coiling" for the next move. Inside bars are
critical decision points because they must eventually break out in one direction or another. Traders
watch for the break of an inside bar's high or low as a potential entry signal.

Key Characteristics:

» Represents price compression and consolidation

* Acts as a spring being compressed—energy builds for the next move

» The break of an inside bar often leads to significant directional movement

» Multiple consecutive inside bars (2-1, 2-1-1, etc.) create even stronger compression
* Inside bars on higher timeframes are more significant

High of Previous

Inside bar high < Previous high

Inside bar low > Previous low

Low of Previous

Previous Candle Inside Bar (1)

Scenario 2: Directional Bar (Trending)



A Directional Bar (labeled as "2") occurs when the current candle breaks one side of the previous
candle's range but not the other. This can be either a "2 up" (breaking the previous high but not the
previous low) or a "2 down" (breaking the previous low but not the previous high).

Significance: Directional bars indicate momentum and trending behavior in the market. They show
that either buyers (2 up) or sellers (2 down) have taken control and pushed price beyond the previous
range in one direction. Consecutive directional bars in the same direction (2-2-2) indicate strong
trending conditions. Directional bars create the "steps” in broadening formations.

Key Characteristics:

* Indicates directional momentum and trend

» Shows which side of the market (buyers or sellers) is in control

» Multiple consecutive directional bars create strong trends

* A directional bar after an inside bar signals a breakout

« Directional bars that fail to continue (followed by opposite direction) may signal reversals
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Scenario 3: Outside Bar (Expansion)

An Outside Bar (labeled as "3") occurs when the current candle breaks both the high AND the low of
the previous candle. The current candle's range completely engulfs the previous candle, creating a
larger range that captures both sides of the previous price action.

Significance: Outside bars represent volatility expansion and are among the most powerful
scenarios in The Strat. They indicate that the market has tested both directions and created a wider
range. Outside bars often occur at major turning points or at the beginning of significant trending
moves. They can signal either continuation or reversal, depending on context and which direction
closes.

Key Characteristics:

» Represents expansion of volatility and range

 Captures both buyers and sellers in the previous range

» Often appears at market turning points or trend accelerations

» The close of the outside bar gives directional bias

* Qutside bars cannot sustain indefinitely—they lead to either continuation or inside bars
» Multiple consecutive outside bars are rare but very significant when they occur

Takes out high
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Universal Truth: These three scenarios are exhaustive—every candle on every chart falls into one of
these categories. There are no other possibilities. This simplicity is what makes The Strat so powerful
and universally applicable across all markets and timeframes.



Strat Pattern Combinations

While understanding individual candle scenarios is important, the real power of The Strat comes from
recognizing combinations of these scenarios. These multi-candle patterns provide specific trade
setups with defined entry and exit points. Below are some of the most important pattern combinations
that Strat traders use.

The 2-2 Pattern: Trend Continuation

Formation: Two consecutive directional bars in the same direction (2 up followed by 2 up, or 2 down
followed by 2 down).

Trading the 2-2: This pattern indicates strong momentum and trend continuation. Traders enter on
the break of the second directional bar's high (for bullish 2-2) or low (for bearish 2-2). The pattern
suggests that the trend is likely to continue, making it a high-probability continuation setup.

The 2-1-2 Reversal Pattern (Rev Strat)

Formation: A directional bar in one direction, followed by an inside bar, followed by a directional bar
in the opposite direction (e.g., 2 down, 1, 2 up).

Trading the 2-1-2: This is one of the most powerful reversal patterns in The Strat. The inside bar
represents consolidation after the initial move, and the final directional bar in the opposite direction
signals that control has shifted. Entry is typically on the break of the inside bar in the direction of the
new directional bar. Stop loss is placed beyond the original directional bar's extreme. This pattern
offers excellent risk-reward ratios.

The 1-3 Setup: Expansion Breakout

Formation: An inside bar followed by an outside bar.

Trading the 1-3: This pattern combines consolidation (inside bar) with explosive expansion (outside
bar). It signals that the market has broken out of consolidation with significant volatility. The direction
of the outside bar's close indicates the likely continuation direction. This setup often occurs at the
beginning of major trending moves and is considered highly significant when it appears on higher
timeframes.

The 1-2-2 Pattern: Breakout with Continuation



Formation: An inside bar followed by two consecutive directional bars in the same direction.

Trading the 1-2-2: This pattern shows consolidation (inside bar) followed by a breakout and
immediate continuation (two directional bars). It indicates strong momentum in the breakout direction.
Entry can be taken on the break of the first directional bar or on continuation into the second. The
pattern suggests high probability of continued movement in the breakout direction.

The 3-2-2 Pattern: Volatility to Trend

Formation: An outside bar followed by two consecutive directional bars in the same direction.

Trading the 3-2-2: After the volatility expansion of an outside bar, the two consecutive directional
bars confirm the direction. This pattern shows that the market has chosen a direction after the
expansion and is now trending. It's a strong continuation pattern that often leads to extended moves.



Full Time Frame Continuity (FTFC)

Full Time Frame Continuity is arguably the most important concept in The Strat methodology. It's
what Rob Smith called "the magic sauce" that ensures traders are on the right side of the market and
trading only the strongest signals. FTFC occurs when multiple timeframes all point in the same
direction, creating alignment across the market structure.

Understanding FTFC

To have Full Time Frame Continuity, traders analyze whether price is above or below the opening
price on multiple timeframes simultaneously. The most commonly used timeframes for FTFC analysis
are:

* Monthly timeframe

» Weekly timeframe

* Daily timeframe

» Hourly timeframe (4H, 1H, or other intraday)
e Current trading timeframe

FTFC Up (Bullish): All relevant timeframes show price trading above their respective opening prices.
This indicates that buyers are in control across all timeframes, creating the strongest bullish
conditions.

FTFC Down (Bearish): All relevant timeframes show price trading below their respective opening
prices. This indicates that sellers are in control across all timeframes, creating the strongest bearish
conditions.

Why FTFC Matters: When all timeframes align, it significantly increases the probability of a
successful trade. FTFC ensures that you're not fighting against the trend on higher timeframes, which
is a common cause of losing trades. Many Strat traders will only take trades when FTFC is present,
as it filters out lower-probability setups and keeps them aligned with institutional money flow.

Practical Application: Before entering any trade, check that your entry direction aligns with FTFC.
For a long position, you want all timeframes showing price above their opens. For a short position,
you want all timeframes showing price below their opens. If timeframes are mixed or showing
consolidation (inside bars), it indicates lack of continuity and suggests waiting for clearer conditions.



Broadening Formations

Broadening formations are a central concept in The Strat that help traders understand market
expansion and contraction cycles. They provide crucial information about the potential magnitude of
price moves and help identify when trends are accelerating or reaching exhaustion.

What is a Broadening Formation?

A broadening formation occurs when price creates a series of higher pivot highs and lower pivot lows,
forming an expanding pattern on the chart. This is visualized as two diverging trend lines— one rising
and one falling—creating a megaphone or cone shape. In The Strat, broadening formations are
created by directional bars (2s) and outside bars (3s) that progressively take out previous highs and
lows.

Universal Truth: One of the key principles Rob Smith identified is that in a broadening formation,
price will always break the previous range's highs or lows. This is a predictable and consistent
behavior that traders can use to anticipate price movement and set realistic targets.

Types of Broadening Formations

Bullish Broadening Formation: Characterized by higher highs and higher lows, though the lows still
create lower points than previous consolidation. This typically occurs in uptrends and shows
expanding volatility to the upside. Each directional move up takes out the previous high, creating
steps in the upward direction.

Bearish Broadening Formation: Characterized by lower lows and lower highs, with expanding
range to the downside. This occurs in downtrends and shows increasing bearish pressure. Each
directional move down takes out the previous low, creating steps in the downward direction.

Trading with Broadening Formations: Understanding broadening formations helps traders:

 Set Realistic Targets: Know that price is likely to at least reach the previous high/low

* Identify Trend Strength: Expanding formations show strong momentum

* Recognize Reversals: When broadening formations fail to continue, it often signals a reversal

» Determine Position Sizing: Larger formations suggest more volatility and potential for bigger
moves

» Time Entries: Enter on pullbacks within the broadening formation, targeting the next expansion

Broadening Formation Reversals: When a broadening formation stops making new highs (in an
uptrend) or new lows (in a downtrend), it's often an early warning sign of a potential trend reversal.
Traders watch for this failure to expand as a signal to tighten stops or consider counter-trend
positions.



Practical Trading Application

Understanding The Strat concepts is one thing; applying them successfully in real trading requires a
systematic approach. Here's how to put The Strat methodology into practice.

Step-by-Step Trading Process

Step 1: Identify Full Time Frame Continuity

Begin your analysis by checking multiple timeframes for FTFC. Start with the monthly, weekly, and
daily timeframes, then move to the hourly and your trading timeframe. Determine if price is above or
below the open on each timeframe. Only proceed to step 2 if you have clear FTFC in your intended
trading direction.

Step 2: Label Your Candles

On your trading timeframe, label the recent candles as 1, 2, or 3 based on their relationship to the
previous candle. This helps you quickly visualize the market structure and identify which patterns are
forming.

Step 3: Identify Pattern Setups

Look for actionable pattern combinations such as 2-1-2 reversals, 1-2-2 breakouts, or 2-2
continuations. Pay special attention to patterns that align with your FTFC direction. Patterns on higher
timeframes are more significant than those on lower timeframes.

Step 4: Check for Broadening Formations

Analyze whether the current price action is part of a broadening formation. If so, you can use the
formation's characteristics to set targets (at minimum, the previous high or low in the formation). This
helps with both profit targets and understanding the potential magnitude of the move.

Step 5: Plan Your Entry

Most Strat entries occur on the break of a key level—typically the high or low of an inside bar, or the
continuation beyond a directional bar. Some traders use limit orders at these levels, while others wait
for confirmation with a close beyond the level on a lower timeframe.

Step 6: Set Your Stop Loss

Place stops beyond the invalidation point of your setup. For a long trade, this is typically below the
low of the pattern. For a short trade, it's above the high of the pattern. The beauty of Strat patterns is
that they provide clear, logical stop placement points.

Step 7: Determine Profit Targets
Use previous highs/lows, broadening formation targets, or key support/resistance levels. Many Strat
traders use a scaling approach, taking partial profits at the first target and letting runners aim for
extended targets. The concept that broadening formations will at least reach the previous extreme
provides a reliable baseline target.



Step 8: Manage the Trade

As the trade progresses, continue monitoring the Strat scenarios on your timeframe. Look for signs of
continuation (more directional bars in your direction) or reversal (opposite directional bars or key
pattern breaks). Adjust stops to protect profits and consider adding to positions if FTFC remains
strong and new actionable signals appear.



Multi-Timeframe Analysis in The Strat

One of the distinguishing features of The Strat is its emphasis on multi-timeframe analysis. Rather
than looking at a single timeframe in isolation, Strat traders simultaneously analyze multiple
timeframes to gain a complete picture of market structure and trend.

The Timeframe Hierarchy

Think of timeframes as a hierarchy, with each higher timeframe providing context for the lower
timeframes. Rob Smith often used this analogy: the monthly chart shows you the "ocean currents,”
the weekly shows you the "waves," the daily shows you the "ripples,” and the intraday timeframes
show you the "splashes." You want to swim with the current, ride the waves, and use the ripples and
splashes for timing.

Common Timeframe Combinations:

* Swing Trading: Monthly, Weekly, Daily for context; 4H or 1H for entries

» Day Trading: Daily, 4H, 1H for context; 15min or 5min for entries
 Scalping: 1H, 15min, 5min for context; 1min for entries

* Position Trading: Quarterly, Monthly, Weekly for context; Daily for entries

Multi-Timeframe Strategy: The ideal trade setup occurs when you identify an actionable pattern on
your trading timeframe that aligns with the trend on higher timeframes (FTFC), with the higher
timeframes showing directional bars or broadening formations in the same direction. This creates
layered confluence that significantly increases win probability.

Trading Smaller Timeframes

While higher timeframe analysis provides direction and context, many traders execute their entries
and exits on smaller timeframes. This approach allows for tighter stops and better entry prices. For
example, you might identify a bullish 2-1-2 pattern on the daily chart with FTFC up, but then drop to
the 1-hour chart to find a precise entry on a smaller inside bar breakout. This gives you the benefit of
the higher timeframe setup with the risk management advantages of a lower timeframe entry.



Risk Management with The Strat

While The Strat provides excellent trade setups, proper risk management is still essential for
long-term success. The methodology actually makes risk management easier by providing clear,
logical stop placement and target identification.

Position Sizing

Always risk a fixed percentage of your account on each trade (commonly 1-2% for conservative
traders, up to 5% for more aggressive traders). The Strat patterns provide clear stop loss points, so
you can calculate your position size based on the distance from entry to stop. Never risk more than
your predetermined percentage, even if a setup looks "perfect.”

Stop Loss Placement

The Strat makes stop placement straightforward:

* For long trades: Place stops below the low of your entry pattern

* For short trades: Place stops above the high of your entry pattern

» Use the mother bar (the larger pattern) for wider stops with higher timeframe patterns
* Consider using lower timeframe scenarios for tighter stops if FTFC is strong

» Never move stops in the direction that increases risk

Profit Taking and Scaling

The Strat philosophy supports taking partial profits and letting winners run:

» Take 1/3 to 1/2 position off at the first target (often the previous high/low)

» Move stops to breakeven once first target is hit

* Let remaining position run toward extended targets

« Use trailing stops based on Strat scenarios (e.g., exit if a counter-trend 2 appears)
» Scale out at logical resistance/support levels identified by broadening formations

Trade Management Rules

Key Management Guidelines:

« Exit if FTFC breaks (timeframes no longer aligned)

» Exit or tighten stops if your pattern invalidates (e.g., a 2-2 turns into 2-2-1-2 reversal)
 Consider adding to winning positions if new actionable signals appear with continued FTFC
» Don't hold through key reversal patterns unless you have a specific reason

* Review higher timeframes periodically to ensure your thesis remains valid



Applying The Strat Across Markets

One of the most powerful aspects of The Strat is its universal applicability. Because it's based on
fundamental price action principles, The Strat works equally well across all tradeable markets and
instruments.

Stocks and Equities

Rob Smith originally developed The Strat primarily for stock trading, and it remains highly effective in
equity markets. The methodology works for individual stocks, ETFs, and stock indices. Many traders
use The Strat to identify high-probability swing trades in stocks, often holding positions for several
days to weeks based on daily or weekly timeframe setups.

Forex (Foreign Exchange)

Currency pairs respond excellently to Strat analysis. The 24-hour nature of forex markets means
traders need to be particularly mindful of which timeframe "opens" they're using for FTFC analysis.
Many forex Strat traders use the New York open (8am EST) as their reference point for daily candles.
The high liquidity in major pairs creates clean Strat patterns that are reliable to trade.

Futures and Commodities

Futures markets for indices (ES, NQ, YM), commodities (gold, oil, grains), and currencies are ideal
for Strat trading. The leverage available in futures makes proper risk management even more crucial,
but the clear patterns and levels provided by The Strat help traders manage this risk effectively. Many
professional traders use The Strat exclusively for futures trading.

Options

While you trade options contracts, the underlying analysis is still based on The Strat applied to the
underlying stock or index. Traders use Strat setups to time their options entries, select appropriate
strikes and expiration dates, and manage their positions. The directional clarity provided by FTFC
and Strat patterns makes options trading more objective and less speculative.

Cryptocurrencies

Cryptocurrency markets have embraced The Strat methodology with great success. The high
volatility in crypto creates excellent broadening formations and clear directional moves when FTFC is
present. Bitcoin, Ethereum, and other major cryptocurrencies show reliable Strat patterns across all
timeframes.

Market-Agnostic Approach: The beauty of The Strat is that you don't need to adjust your
methodology when switching between markets. A 2-1-2 reversal pattern works the same way whether
you're trading EUR/USD, Apple stock, Gold futures, or Bitcoin. This makes The Strat an incredibly



versatile tool for traders who operate across multiple markets.



Common Mistakes to Avoid

As traders learn and implement The Strat, certain mistakes tend to appear repeatedly. Being aware
of these pitfalls can help you avoid costly errors and accelerate your path to consistent profitability.

Mistake 1: Trading Without FTFC

Perhaps the most common error is taking trades that look good on one timeframe but go against the
broader timeframe alignment. Always check FTFC before entering a trade. Fighting the higher
timeframes is a recipe for frustration and losses.

Mistake 2: Overcomplicating the Analysis

The Strat is elegant in its simplicity. Don't feel the need to add dozens of indicators or overcomplicate
your charts. Trust the three scenarios and pattern combinations. More complex doesn't mean more
profitable.

Mistake 3: Ignoring Higher Timeframes

Lower timeframe noise can be distracting. Always start your analysis from higher timeframes and
work down. A perfect 2-1-2 setup on the 5-minute chart means nothing if the daily chart is showing
opposite directional movement.

Mistake 4. Misidentifying Scenarios

Take time to correctly label candles. A candle is only an inside bar (1) if BOTH the high and low are
within the previous range. A candle is only an outside bar (3) if it takes out BOTH the previous high
and low. Accuracy in scenario identification is crucial for pattern recognition.

Mistake 5: Poor Stop Management

The Strat provides clear stop levels—use them. Don't give trades "more room" by widening stops
beyond the logical invalidation point. Similarly, don't exit too early just because of minor counter-trend
movement if your pattern remains intact.

Mistake 6: Forcing Trades

Not every market condition provides good Strat setups. When timeframes are choppy, forming
multiple inside bars, or lacking clear FTFC, it's okay to sit on the sidelines. The best trades come
when conditions align clearly.

Mistake 7: Neglecting Broader Market Context

While The Strat is self-contained, be aware of major news events, earnings reports (for stocks), or
economic data releases that might cause unusual volatility. These events can temporarily disrupt
normal Strat patterns.



Your Strat Learning Journey

Mastering The Strat is a journey that unfolds in stages. Here's what you can expect as you develop
your skills with this methodology.

Stage 1: Pattern Recognition (Weeks 1-4)

Your first goal is to accurately identify the three scenarios on any chart. Spend time labeling candles
as 1, 2, or 3 across different timeframes and markets. Use your charting platform to mark inside bars,
directional bars, and outside bars. This foundational skill must become second nature before moving
forward. Practice on historical charts where you can see how patterns developed.

Stage 2: Pattern Combinations (Weeks 5-8)

Once you can quickly identify individual scenarios, start recognizing multi-candle patterns. Look for
2-1-2 reversals, 1-2-2 breakouts, 2-2 continuations, and 1-3 expansions. Keep a journal or
screenshot collection of patterns you identify. Note which patterns led to the strongest moves and
which failed. Begin to understand pattern context—not every 2-1-2 is created equal.

Stage 3: Multi-Timeframe Analysis (Weeks 9-12)

Now integrate multiple timeframes into your analysis. Practice identifying FTFC across monthly,
weekly, daily, and intraday timeframes. Learn to see how patterns on smaller timeframes fit within the
structure of larger timeframes. Understand that a bullish setup on the 15-minute chart is far more
significant when the daily, weekly, and monthly are also bullish.

Stage 4. Paper Trading (Weeks 13-20)

Before risking real money, paper trade (simulated trading) using The Strat. Take setups that meet
your criteria: FTFC in your direction, actionable pattern, and clear stop placement. Record every
trade, including your reasoning, entry, stop, targets, and outcome. Review your trades regularly to
identify what's working and what needs improvement. Aim for at least 50-100 paper trades before
going live.

Stage 5: Live Trading with Small Size (Weeks 21+)

When you're consistently profitable in paper trading, begin live trading with small position sizes. The
psychological element of real money can affect your decision-making, so start small regardless of
your account size. Focus on perfect execution rather than profits. Gradually increase position size as
your confidence and consistency grow. Many traders take 6-12 months to become fully proficient with
The Strat.

Accelerated Learning Tips:



» Review your charts every day, even when not trading

« Join The Strat community (various social media groups) to see how others apply the methodology
» Keep a detailed trading journal with screenshots and analysis

» Focus on one or two markets initially rather than trying to trade everything

* Be patient with yourself—mastery takes time, but the reward is a lifetime skill

* Periodically revisit this guide as concepts will become clearer with experience



Why The Strat Works

Understanding why The Strat is effective helps build confidence in the methodology and provides
insight into market mechanics.

Objective Analysis Removes Bias

Most trading failures come from subjective interpretation and emotional decision-making. The Strat
eliminates subjectivity by providing clear, binary definitions. A candle is either inside, directional, or
outside—there's no gray area. This objectivity helps traders avoid the most common psychological
traps: holding losers too long, cutting winners too early, and forcing trades based on bias rather than
evidence.

Captures Institutional Order Flow

Markets are moved by institutional money—banks, hedge funds, and large investment firms. These
entities must execute large orders over time, creating the directional moves and broadening
formations that The Strat identifies. When you see FTFC across multiple timeframes, you're seeing
the footprint of institutional positioning. Trading with FTFC means trading with the "smart money."

Probability and Mathematics

The universal truths that The Strat is built on—such as broadening formations eventually reaching
previous highs/lows—are statistical realities based on price behavior. Inside bars must eventually
break in one direction or another; they cannot remain compressed indefinitely. Directional bars that
continue in the same direction indicate momentum. These aren't predictions; they're mathematical
probabilities that traders can exploit.

Multi-Timeframe Confluence

When multiple timeframes confirm the same directional bias, the probability of success increases
dramatically. This is not unique to The Strat, but The Strat provides a systematic, objective way to
identify this confluence. FTFC essentially stacks probabilities in your favor by ensuring you're not
fighting any timeframe's trend.

Simplicity Enables Consistency

Complex systems with dozens of rules and conditions are nearly impossible to execute consistently in
real-time. The Strat's simplicity—three scenarios, clear patterns, FTFC—means traders can make
decisions quickly and consistently. This consistency compounds over time into an edge that
generates reliable returns.

The Strat works because it aligns with how markets actually function, removes subjective bias, and
provides a systematic approach that can be consistently applied. It doesn't predict the future; it



identifies high-probability setups based on price structure and institutional behavior.



Conclusion

The Strat trading strategy represents a paradigm shift in how traders can approach financial markets.
Rob Smith's insight that all price action can be categorized into just three scenarios has given traders
worldwide a powerful, objective tool for analyzing markets and making informed trading decisions.

What sets The Strat apart is not just its effectiveness, but its accessibility. Whether you're a complete
beginner or an experienced trader, The Strat provides a clear framework that can improve your
trading. The methodology works across all markets and all timeframes, giving you the flexibility to
trade in ways that suit your schedule, risk tolerance, and goals.

Success with The Strat comes from:

» Mastering scenario identification - Accurately labeling candles as 1, 2, or 3

* Recognizing actionable patterns - Knowing which combinations offer the best setups

* Applying FTFC rigorously - Only trading when timeframes align

« Understanding broadening formations - Using them for targets and trend identification
» Managing risk properly - Using the clear stops and targets The Strat provides

* Being patient and disciplined - Waiting for the best setups rather than forcing trades

As you begin or continue your journey with The Strat, remember that mastery takes time. Start with
the basics, practice pattern recognition, paper trade until you're consistent, and gradually build your
live trading skills. The investment you make in learning The Strat will pay dividends for your entire
trading career.

Rob Smith's legacy lives on through every trader who applies The Strat methodology. His gift to the
trading community—a simple, effective, and objective approach to price action—continues to
transform lives and create successful traders across the globe.

We hope this comprehensive guide has provided you with a solid foundation in The Strat trading
strategy. As you apply these principles, always remember Rob Smith's core teaching: trust the
scenarios, follow FTFC, and let the market tell you what it's doing rather than imposing your bias on
it.

Ready to implement The Strat in your trading?

Visit our website to learn about our Strat Dashboard Indicator:
https://themarketstructuretrader.com/the-indicators/the-strat-dashboard-indicator/
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