POSITIVE OR NEGATIVE
IMBALANCE OF PRICE
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Price imbalance refers to a situation where there is
a significant disparity between buying and selling pressure,
leading to potential sharp price movements.

Types

Positive Imbalance:
e More buyers than sellers
e Offen leads to upward price movement

Negative Imbalance:
e More sellers than buyers
e Often leads to downward price movement
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Identifying Price Imbalances

Q 1. Analyze order flow data:

e Look forlarge buy or sell orders
e Observe the speed of order execution

E\_ﬁ.ﬁ 2. Monitor depth of market (DOM):

e |dentify disparities in buy and sell orders

I II 3. Examine volume profile:
m II e Look for areas of thin volume (low liquidity)

4. Observe price gaps:
e Especially common in less liquid markets or
during news events

Trading Strategies

1. Momentum trading:

Enter frades in the direction of the imbalance

2. Mean reversion:

Look for potential reversals affer extreme imbalances
3. Breakout trading:

Use imbalances to confirm breakouts from key levels

Risk Management

Use wider stop losses during periods of high imbalance

Be cautious of potential reversals after extireme imbalances

Consider reducing position sizes during highly imbalanced markets
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Pay attention to nhews events that can cause sudden imbalances

Use imbalance analysis in conjunction with support/resistance levels

Be aware that sustained imbalances can lead to trend changes



