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INTRODUCTION TO TREND
TRADING AND THE PHILOSOPHY
OF FRED MCALLEN

Trading The Trends
Fred Mcallen

Trading the financial markets is a pursuit
that has fascinated investors for
generations. Amid the cacophony of
indicators, news events, and emotional
swings, one timeless approach has
proven its resilience: trend trading.
Following the dominant direction of price
movement allows traders to align with

the market's underlying momentum
rather than fighting against it. Among
the many educators and practitioners
who have refined this art, Fred McAllen
stands out as a respected voice. His
methodology, detailed in his work
Trading The Trends Fred Mcallen
offers a structured framework that
combines classical trend analysis with
volume spread analysis (VSA) and price
action. This article provides a
comprehensive look at Fred McAllen’s
approach to trend trading, exploring the
principles, tools, and psychological
mindset that can help traders navigate
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the markets with confidence.

WHO IS FRED MCALLEN?

Fred McAllen is an Australian trader,
author, and mentor with decades of
experience in the financial markets. He
is best known for his systematic
approach to trading that focuses on
identifying and capitalizing on market
trends using price and volume data.
Unlike many technical analysts who rely
heavily on lagging indicators, McAllen
emphasizes the importance of reading
the raw language of the market: the
relationship between price, volume, and
the resulting price action. His teachings
draw heavily from the work of Richard
Wyckoff and Tom Williams, integrating
Volume Spread Analysis (VSA) into a
trend-following system. The phrase

"Trading The Trends Fred Mcallen" often
refers to his flagship course and book
that distill these concepts into a
replicable trading plan suitable for
stocks, forex, commodities, and indices.

OVERVIEW OF “TRADING THE
TRENDS" BY FRED MCALLEN

Trading The Trends is not merely a
collection of trading tips; it is a
comprehensive methodology designed
to help traders identify the beginning,
continuation, and end of trends.
McAllen’'s approach is built on the
premise that the smart
money—institutions and professional
traders—leaves footprints in the market
through volume and price behavior. By
learning to read these footprints, retail
traders can align themselves with the
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smart money and ride trends with high
probability. The core of the system
revolves around three pillars:

e Trend Identification - Using
multiple timeframes and trendlines
to determine the dominant
direction.

e Entry and Exit Signals -
Specifically defined price patterns
and volume clues that indicate
optimal trade entries and exits.

* Risk Management - Strict
position sizing and stop-loss rules
to protect capital during inevitable
market noise.

This framework helps traders avoid
common pitfalls like chasing breakouts
or holding onto losing positions, and
instead instills discipline rooted in

objective market data.

KEY CONCEPTS IN THE TREND
TRADING METHODOLOGY

1. Understanding
the Trend
Structure

McAllen teaches that a trend is not a
straight line but a series of higher highs
and higher lows (uptrend) or lower highs
and lower lows (downtrend). He
emphasizes identifying the "swing
points" that define the trend’s structure.
Traders are taught to use a combination
of horizontal support/resistance levels




and dynamic trendlines drawn from
significant swing highs and lows. A key
insight from Trading The Trends Fred
Mcallen is the concept of "trend
condition": a trend is considered healthy
as long as pullbacks do not violate
certain structural levels, and volume
remains supportive.

2. Volume
Spread Analysis
(VSA) as a
Confirmation

Tool

Volume is the fuel that drives price
movements. McAllen adapts VSA
principles to identify the actions of
professional traders. For example, a
narrow spread bar with low volume on a
pullback suggests that smart money is
not distributing their positions; instead,
they are letting the market rest before
the next leg. Conversely, a wide spread
bar with unusually high volume after an
extended move may indicate a climax,
signaling a potential reversal. By
integrating volume analysis, traders can
distinguish between genuine trend
continuation and false breakouts.
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3. Three Phases

of a Trend:
Accumulation,
Markup,

Distribution

Drawing from  Wyckoffian  theory,
McAllen explains that every trend passes
through three phases. During
accumulation, smart money quietly
builds positions. The markup phase sees
prices rising with increasing volume, and
the distribution phase marks the end,
where institutions unload their holdings

to the public. Recognizing which phase
the market is in helps traders decide
whether to enter, hold, or exit positions.
This cyclical perspective is central to the
Trading The Trends methodology, as it
prevents traders from buying near the
top or selling at the bottom.

4. Entry Triggers:
The "No-Go"
Zones and "Go"
Zones

McAllen categorizes price action into
zones where trading is either favorable
or unfavorable. For example, if the



market is in a strong uptrend but has
moved too far from the moving average
or key support level, it enters a "no-go"
zone requiring a pullback. When the
pullback arrives and volume dries up on
the retracement, that becomes a "go"
zone for entering. This disciplined
approach prevents traders from chasing
and forces them to wait for optimal
setups. In the Trading The Trends
Fred Mcallen system, patience is
rewarded.

5. Risk
Management and

Position Sizing

No trading system is complete without
robust risk controls. McAllen advocates
risking a small, fixed percentage of the
trading account per trade, typically 1%
or less, and placing stop-loss orders just
beyond structural support or resistance
levels. He also discusses scaling in and
out of positions based on the strength of
the trend and volatility. The idea is to let
profits run while cutting losses short—a
classic trend-following mantra that
McAllen reinforces with concrete rules.

TRADING PSYCHOLOGY: THE
MINDSET BEHIND SUCCESSFUL
TREND TRADING

While technical knowledge is essential,
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McAllen devotes significant attention to
the psychological aspects of trend
trading. Markets often test traders’
patience during sideways consolidation
or abrupt false moves. McAllen teaches
that a trend trader must adopt a long-
term perspective, accepting that not
every signal will work. The biggest
psychological challenge is the fear of
missing out (FOMO) when a trend
appears to explode without a pullback.
The Trading The Trends methodology
trains practitioners to bypass these
emotional impulses by relying on specific
entry criteria—if the conditions are not
met, the trader waits. This disciplined
waiting is what separates consistent
winners from impulsive gamblers.

Developing a
Routine and a
Trading Plan

McAllen emphasizes the importance of a
daily routine: reviewing multiple
timeframes, marking key levels, and
identifying potential setups for the next
session. By following a written plan,
traders reduce the influence of fear and
greed. Emotional control is further
enhanced by keeping a trade journal,
analyzing both winning and losing trades
to refine the system. The phrase
Trading The Trends Fred Mcallen
often appears in communities where
traders share their journaling



experiences and insights from the
course.

PRACTICAL APPLICATION: HOW
TO INTEGRATE THE SYSTEM

Implementing McAllen’s approach
requires a multi-timeframe analysis.
Here's a step-by-step outline:

1. Start with the Daily Chart -
Determine the overall trend
direction using higher timeframe
trends and volume profiles.

2. Drop to a Lower Timeframe
(e.g., 1-hour or 4-hour) - Identify
pullbacks within the larger trend.
Look for reduced volume and
narrow spreads during the
pullback.

3. Set Entry Triggers - Wait for a

bullish reversal bar (in an uptrend)
with increasing volume on the
close, or a bearish reversal bar in a
downtrend.

4. Place Stop-Loss - Below the low
of the reversal bar or below the
most recent swing low (for long
trades).

5. Manage the Trade - Trail stop-
loss using a moving average or
swing highs/lows. Exit when
volume shows signs of distribution
or when the trend structure is
violated.

McAllen specifically advises against over-
optimizing the system. The simplicity of
trendlines, volume analysis, and price
structure allows the method to work
across different markets and timeframes
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without curve-fitting.

PROS AND CONS OF THE FRED
MCALLEN TREND TRADING
APPROACH

Advantages

e Objective and Rules-Based -
Traders have clear criteria for
entries and exits, reducing
emotional interference.

e Works Across Markets - VSA
and trend analysis apply to stocks,
forex, futures, and crypto.

e Focuses on High-Probability
Setups - By waiting for volume
confirmation, traders avoid many
false breakouts.

e Emphasizes Risk Management

- Capital preservation is
prioritized, allowing for longevity in
trading.

Limitations

e Subjective Volume
Interpretation - Volume spread
analysis can be subjective,
especially in less active markets or
without reliable volume data (e.qg.,
forex).

e Requires Patience - In strongly
trending but smooth markets,
suitable pullback entries may be
rare, leading to long periods of no
trades.

e Learning Curve - Understanding
VSA and multi-timeframe analysis



10

requires dedicated study and
practice.

into digestible lessons.

CONCLUSION

RESOURCES AND COMMUNITY
AROUND "TRADING THE TRENDS
FRED MCALLEN"

Fred McAllen offers a range of materials
including a comprehensive manual,
video courses, and live mentoring. Many
traders have formed online forums and
chat groups to discuss the method,
share charts, and refine their
understanding. Searching for the exact
phrase Trading The Trends Fred
Mcallen in trading communities often
yields  discussions  about  specific
patterns like "springs" and "upthrusts"
within the VSA context. McAllen himself
is known for his straightforward teaching
style, breaking down complex concepts

Trend trading has stood the test of time
because it aligns with the natural rhythm
of financial markets, and Fred McAllen’s
Trading The Trends system provides a
practical, disciplined methodology to
capture those moves. By combining
price structure analysis with volume
spread analysis and sound risk
management, traders can develop a
consistent approach that avoids
emotional pitfalls. Whether you are a
novice seeking a structured path or an
experienced trader looking to refine your
edge, studying the principles behind
Trading The Trends Fred Mcallen
offers valuable insights into the art of
following the market’s path of least
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resistance. Ultimately, success lies not in  patience to trade only when the
predicting every turn, but in having the evidence is overwhelmingly in your
favor.
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