THE FIRST RED DAY
SHORT-SELLING STRATEGY

Multi-Day Parabolic Exhaustion - Red-to-Green Line - Momentum Shift Reversal

"An A++ setup. The Super Bowl of short-selling plays — when it shows up, you swing as hard as you
can."”

98% Win
Rate*

Red-to-
Green Break

Parabolic

Exhaustion ~4x Per Year

Setup Trigger Frequency Edge

1. Overview — The Momentum Shift After Exhaustion

The First Red Day strategy is a short-selling concept built to capitalize on the momentum shift that occurs
after a stock has gone through an extreme, multi-day parabolic run-up. It targets one specific, narrow
moment: the first daily close of a stock that has been relentlessly green, day after day, finally turning red.
That single change in character — not a top-picking guess, not a slow fade — is the entire trigger.

Because the setup depends on such a specific, rare sequence of conditions lining up together, it is
described as an "A++" or "Super Bow!" setup: something that does not happen often, but produces an
outsized, high-probability opportunity on the occasions it does. The strategy does not attempt to short every
stock that has run up — it is reserved specifically for stocks that have gone through genuine exhaustion, not
stocks in the middle of a routine, healthy uptrend.

The core idea: parabolic moves driven by hype and greed do not have a fundamental floor
underneath them. What went up on emotion comes back down on gravity the moment buyers stop
showing up — and the first red day is the earliest, clearest evidence that they have.

2. Identifying the Setup — Daily Chart Rules



THE MULTI-DAY PARABOLIC EXTENSION — Setup Identification

3+ DAYS OF MAJOR EXTENSION

[ RED-TO-GREEN LINE |
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1ST RED
DAY

PARABOLIC — Valid HEALTHY CONSOLIDATION — Invalid

Abnormal, vertical, rocket-ship moves. e.g. §2 — §25 Orderly stairstep, higher lows. No exhaustion to reverse

THE RULE

At least 3 days of major extension, driven by human greed/hype rather than natural price action — this is what creates the "gravity” once momentum subsides.

Diagram 1 — Multi-day parabolic extension: 3+ days required, contrasted with healthy consolidation (invalid)

2.1 The Three-Day Minimum

Before anything else is considered, the daily chart must show at least three days of major extension. This is
a hard floor, not a guideline — one or two green days, even large ones, do not qualify. A stock that rallies for
a single strong session, or even puts together back-to-back big up days, has not yet demonstrated the kind
of exhaustion this strategy is built around. The setup requires the market to have had enough time and
enough price movement to draw in a genuinely extended, over-leveraged, emotionally-committed group of
buyers — three or more days is typically what it takes to build that up.

2.2 Parabolic Action vs Healthy Consolidation

Not every multi-day advance qualifies, even past three days. The strategy specifically targets abnormal,
"rocket-ship" price action — moves so steep they look almost vertical on the daily chart, of the kind that
might take a stock from $2 to $25 in a handful of sessions. This is distinct from a healthy, orderly advance,
where a stock consolidates in a controlled stairstep pattern, building higher lows and giving buyers and
sellers time to digest each leg. A healthy consolidation reflects genuine, sustainable demand absorbing
available supply in an orderly way. A parabolic move reflects the opposite: demand chasing price with little
regard for value, leaving no real structure underneath to catch the stock if buying interest disappears.

2.3 Hype-Driven Volume — Why the Catalyst Matters

The strategy works best on stocks that are moving because of human greed and hype rather than because
of a natural, fundamentally-grounded price advance. Social-media-driven momentum, low-float short
squeezes, and speculative retail frenzies are the classic environment for this setup — not a stock quietly re-
rating on genuine improving fundamentals. The distinction matters because of what happens next: hype-
driven moves are "prone to gravity" once the emotional buying subsides, because there was never a
fundamental floor holding the price up in the first place. A stock that ran on real business improvement can



consolidate and hold its gains. A stock that ran purely on crowd psychology has nothing left to hold it up
once the crowd's attention moves on.

3. The Entry Signal — Intraday Rules

THE RED-TO-GREEN LINE — Entry Mechanics

[ RED-TO-GREEN LINE (prior close) |

THE ATTACK — full 9
enter the instant it cros:

STARTER 10%
intraday low break

waterfall continuation
once red-to-green fails

THE DISCIPLINE
Do not guess the top on green days. Itis safer to wait for the trend to officially change — the stock going red — than to anticipate. A small starter (~10%) may be taken on an infraday low break, but 90% of size is reserved for the confirmed
cross below the prior close.

Diagram 2 — The red-to-green line: starter position on intraday low break, full size on confirmed cross

3.1 The Red-to-Green Line

The primary trigger for the entire strategy is a single, simple level: the previous day's closing price —
commonly referred to as the "red-to-green line." While the stock trades above this level intraday, it is still
"green" relative to the prior close; the moment it trades below it, the stock is "red." This line is the objective,
unambiguous marker the strategy is built around, replacing any subjective judgment about "where the top is"
with a single hard price level anyone can identify on the chart.

3.2 The Attack — the Entry Trigger

The ideal entry — what the strategy calls "the attack" — occurs the instant the stock crosses below the
previous day's close. This is the moment the market has, for the first time in the entire multi-day run,
definitively confirmed that today's sellers have overwhelmed today's buyers relative to yesterday's closing
level. It is the objective proof the setup has been waiting for.

3.3 Avoid Anticipation — Wait for the Trend to Officially Change

A core piece of discipline in this strategy is refusing to guess the top while the stock is still green. It is
tempting to short into obvious-looking strength during a parabolic run, but doing so means fighting the trend
based on a prediction rather than evidence. It is safer, and far more reliable, to wait for the trend to officially



change — for the stock to actually go red — than to try to call the exact high of the move. The stock crossing
under the prior close is not a prediction; it is confirmation.

3.4 Starter Positions vs Full Size

There is one permitted exception to waiting for the full red-to-green cross: a small "FOMO" or starter
position, sized at roughly 10% of full size, may be taken if the stock breaks its intraday low of the day. This
gives a trader a toehold in the position without committing meaningfully ahead of confirmation. The other
90% of intended size, however, is reserved specifically for the moment the stock actually crosses below the
red-to-green line. This split — a small toe in the water early, the bulk of the position on confirmation —
balances the cost of missing the exact top against the cost of being wrong about a stock that is still,
technically, in an uptrend.

4. Handling Gap Variations

HANDLING GAP VARIATIONS — Where the First Red Day Opens

re Nuanced

reclaim it

2nd push — exhaustion

fails to reclaim —

proves profit-taking

more violent downside

The preferred scenario. A final gap up followed by anther parabolic push creates further exhaustion — when the stock fails A valid but more nuanced sefup. Do not short the initial gap-down weakness blindly — wait for the bounce toward red-to-
and breaks the red-to-green line, the downside is often sharper. green resistance to fail first

EITHER WAY, THE SAME LINE GOVERNS THE TRADE
Whether the day opens up or down, the red-to-green line is still the level that must fail. The gap only changes how much patience the setup requires before the attack

Diagram 3 — Gap up ("A" setup, preferred) vs gap down (wait for a failed bounce to the line)

4.1 Gap Ups — The "A" Setup (Preferred)

The single most preferred version of this setup is a stock that gaps up on the potential first red day and then
pushes further into a final parabolic leg before failing. A final gap up followed by another push higher creates
additional exhaustion on top of what was already an extended move — more late buyers get pulled in at
worse and worse prices, and more short-covering fuel gets used up. When a stock in this position eventually
fails and breaks the red-to-green line, the resulting downside move tends to be more violent, because there
is a larger pool of trapped, underwater buyers from the final push who are forced sellers on the way down.

4.2 Gap Downs — Still Valid, More Nuanced



If the stock instead opens below the previous day's close, the setup is still valid, but it requires more
patience and a slightly different read. Rather than shorting the initial weakness immediately, the correct
approach is to wait for a bounce back up toward the red-to-green line — now acting as resistance from
above rather than a level to break from below — and watch for that bounce to fail. A failed bounce at the
red-to-green resistance is direct proof that real profit-taking and selling pressure exist at that level, even
though the stock never traded above the line at all that day. Shorting the initial gap-down weakness without
waiting for this confirmation risks getting caught in an intraday reversal squeeze.

5. Risk Management and Stops

5.1 The Reclaim Rule — Immediate Invalidation

The entire thesis behind this trade rests on one condition: the stock must stay red. Because of that, the trade
is immediately and completely negated the moment the stock reclaims the red-to-green area — regardless
of how the position has performed up to that point. This is not a level to "give the trade room" around; a
reclaim is direct evidence the exhaustion thesis was wrong, or at minimum wrong for today, and the correct
response is to exit without hesitation.

5.2 Stop Placement

A hard stop can be placed at the high of the day, or at the point where the stock reclaims the red-to-green
line — whichever is appropriate to the specific setup. If either level is hit, the guidance is unambiguous: get
out. There is no discretionary judgment call to make once the thesis has been invalidated; the entire value of
having a hard, mechanical invalidation rule is that it removes the temptation to hope a broken trade will
come back.

A reclaim of the red-to-green area is not a level to "wait and see" around. The strategy's entire edge
| depends on treating this rule as absolute — hesitating here is how a well-managed short turns into an
uncontrolled loss.

6. Profit Taking and Scaling



RISK MANAGEMENT & PROFIT-TAKING

THE RECLAIM RULE — Invalidation SCALING INTO PROFIT
The e g red e

hard stop: high of day
'VWAP — resistance / add-back zone

Since the thesis requires the stock to stay red, a reclaim of the red-to-green area negates the trade immediately. Hard stop: Take partial profits into initial washes to build a cushion — realized P&L that lets you stay patient through bounces. Use
the high of day, or a reclaim of the line — whichever s hit, get out VWAP as a confluence to add back to the position or confirm the stock remains heavy.

INVALIDATION HARD STOP PROFIT CUSHION VWAP CONFLUENCE OPTIONS LEVERAGE
Reclaiim of the red-to-green area kills th stantly High of day, or the rec-to-green reclaim — whichever Partials into washes create insurance for staying patient Resistance to add back, or confirmation the stock is OTM puts on mega-caps can exponentiall increase

Diagram 4 — Invalidation and stop rules alongside scaling into profit with VWAP confluence

6.1 Building a Profit Cushion

Because a successful first red day trade can turn into a genuine waterfall sell-off, how the position is
managed on the way down matters as much as the entry itself. Taking partial profits into the first washes or
dips is a central part of that management. Realizing some P&L early does two things: it locks in real gains
regardless of what happens afterward, and — just as importantly — it builds a psychological cushion that
makes it easier to stay patient and hold the remaining position through the inevitable intraday bounces
without being shaken out early.

6.2 Using Confluences — VWAP

The Volume Weighted Average Price (VWAP) is a useful reference for this kind of trade, acting as an area
of resistance that can be used either to add back to a winning position on a bounce into it, or simply as
confirmation that the stock is continuing to trade "heavy" — unable to reclaim a level where the average
market participant that day is sitting on a loss.

6.3 Leveraging with Options

For mega-cap stocks with sufficiently liquid options markets, using out-of-the-money puts on the first red day
can meaningfully amplify returns compared to shorting the underlying equity directly, due to the leverage
options provide. This approach is specifically suited to large, liquid names — the options liquidity needed to
enter and exit efficiently generally is not present in the smaller, more speculative names where this setup
most commonly appears.

7. Psychological Discipline



7.1 Patience — This Setup Is Rare

By its own description, a genuine A++, all-conditions-met first red day setup may only occur around four
times a year. This is not a strategy to force onto marginal candidates out of impatience; it is a strategy built
around waiting — sometimes for extended periods — for the complete, specific combination of multi-day
extension, parabolic character, hype-driven volume, and a confirmed red-to-green cross to actually appear
together.

7.2 Sizing Up on Genuine Conviction

Precisely because the setup is both rare and reported to carry an unusually high win rate — around 98%
when all of its conditions are genuinely met — the recommended approach is to size up and be as
aggressive as reasonably possible when a true instance of the setup appears. This is the opposite instinct to
how most trades should be sized: rather than treating every trade identically, the strategy explicitly asks the
trader to recognize the rare moments when the edge is at its strongest and to allocate capital accordingly,
rather than spreading the same modest size across both A++ setups and everyday, lower-conviction trades.

Rarity and conviction cut both ways: the same discipline that says "wait for all conditions to align" also
says "don't undersize it when they finally do." A strategy that appears four times a year only works if
the trader actually presses when it shows up.

8. Pre-Trade Checklist

At least 3 full days of major extension are visible on the daily chart — not just 1-2 green days

m The move is abnormal and parabolic (rocket-ship, vertical) rather than a healthy, orderly stairstep
consolidation

The stock's volume is being driven by hype/greed (social/retail frenzy, squeeze dynamics) rather than a
fundamentally-grounded advance

|

The previous day's close (the red-to-green line) is clearly marked on the intraday chart

I have NOT anticipated the top — | am waiting for the stock to actually trade red before committing full size

If taking a starter position, it is sized at ~10% and triggered only by an intraday low break

Full size (~90%) is reserved for the confirmed cross below the red-to-green line

O(o|o|o|d

| have identified whether this is a gap-up ("A" setup) or gap-down scenario and am applying the correct
variant

For a gap-down: | have waited for a bounce to the red-to-green line to fail before entering — not shorting the
initial weakness blindly

|

My stop is defined: high of day, or a reclaim of the red-to-green line

m | understand a reclaim of the red-to-green area fully invalidates the thesis — | will exit immediately, no
exceptions

m | have a plan to take partial profits into the first wash(es) to build a P&L cushion




O VWAP is marked on the chart as a confluence reference for adding back or confirming continued weakness

directly

For mega-cap names, | have considered whether OTM puts offer better leverage than shorting the equity

m Given the rarity of this setup (~4x/year) and its reported win rate, | am sizing this trade with real conviction

9. Key Terms

Term Definition

First Red Day

The first daily close, after a multi-day parabolic run-up, on
which a stock closes below its previous close — the core
trigger event this strategy is built around.

Red-to-Green Line

The previous trading day's closing price. While the stock
holds above it intraday it is "green"; the moment it trades
below it, the stock is "red." The single reference level the
whole strategy is organized around.

The Attack

The moment of ideal entry: the instant the stock's price
crosses below the red-to-green line, confirming the
momentum shift.

Multi-Day Extension

A minimum of three or more consecutive days of major,
abnormal price advance. The baseline structural
requirement before the setup is considered valid.

Parabolic Move

An abnormal, near-vertical price advance (e.g., $2 to $25 in
a handful of sessions) driven by accelerating buying
pressure rather than orderly accumulation.

Hype-Driven Volume

Trading volume and price advance driven by social/retail
greed, momentum-chasing, or short-squeeze dynamics
rather than fundamentally-grounded demand.

A++ / Super Bowl Setup

Informal terms for the highest-conviction version of this
trade — reserved for the rare instances when every
condition aligns simultaneously.

Starter Position

A small position, roughly 10% of intended full size, taken on
an intraday low break before the red-to-green cross is
confirmed.

Gap Up ("A" Setup)

The preferred gap scenario: the stock opens higher and
pushes into a further parabolic leg before failing, typically
producing a more violent downside break.

Gap Down Variation

A valid but more nuanced scenario where the stock opens
below the previous close; entry requires waiting for a failed
bounce to the red-to-green line.

Reclaim Rule

The invalidation rule stating that any reclaim of the red-to-
green area negates the trade's entire thesis and calls for an
immediate exit.



Term Definition

Profit Cushion Realized gains taken from partial profit-taking early in the
move, used both to lock in P&L and to make it easier to hold
the remaining position through bounces.

Wash A short-lived bounce or dip against the prevailing move,
used as an opportunity to take partial profits and build a
profit cushion.

VWAP Volume Weighted Average Price — used in this strategy as
a confluence level, either resistance to add back to a short,
or confirmation the stock remains under pressure.

Confluence The alignment of multiple independent signals (e.g., a
resistance level and VWAP) at a similar price, increasing
confidence in that level's significance.

OTM Put An out-of-the-money put option, used on mega-cap names
to gain leveraged downside exposure with defined risk
instead of shorting the underlying equity.

Waterfall Selloff A sustained, accelerating decline with limited meaningful
bounces — the type of move this setup is designed to catch
once the red-to-green line breaks.

Disclaimer

This document is produced solely for educational and informational purposes. The First Red Day strategy described herein is a short-selling
framework commonly discussed within momentum and parabolic-reversal trading education; it is presented here as a learning framework and
is not attributed to any single named individual in this document. This document is not affiliated with or endorsed by any specific trader,
publisher, or platform. The win rate and frequency figures cited (approximately 98% and roughly four times per year) are as commonly stated
in the source material describing this strategy; they are illustrative only, have not been independently verified, and are not a guarantee of any
specific outcome. Trading in financial markets, and short selling in particular, involves substantial risk of loss, including potentially unlimited
losses on short positions. Nothing in this document constitutes financial advice or a recommendation to trade. Always conduct your own due
diligence, backtest any strategy thoroughly, and consult a qualified financial adviser before committing real capital.



