
Smart Money Concepts & Market

Structure

A Comprehensive Guide to Institutional Trading Concepts

1. Smart Money

Smart Money refers to the large entities that control massive amounts of capital (often thousands of

crores) and have the power to actually move the market. Retail traders cannot move the market; they

must follow the Smart Money.

Examples of Smart Money:

Institutions

Banks

Mutual Fund Companies

Asset or Fund Managers

2. Liquidity (The Queen)

In the simplest terms, Liquidity is Money. To be a successful trader, you must know where the money is

resting in the market.

The key rule: If you don't know where the liquidity is, you become the liquidity (your stop-loss gets

hit). 

Money usually rests at Equal Highs (Double/Triple Tops) and Equal Lows (Double/Triple Bottoms).

Institutions intentionally drive the price to these zones to "sweep" or collect this money before moving the

market in their actual intended direction.
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3. Market Structure (The King)

Market structure is the crucial aspect of Forex, Indian, and Crypto markets. It refers to the way prices

move and change over time. Trading purely on time (e.g., entering a trade at exactly 9:15 AM) or simple

candle colors without understanding the underlying structure leads to losses.

The Three Types of Market Structure

A. Up Trend (Bullish)

An uptrend is formed by a series of higher peaks and higher troughs.

Movements: Higher High (HH) and Higher Low (HL).

Strategy: As long as the market keeps forming HLs, the trend is up. Traders should look for buying

opportunities every time the price pulls back to form a new Higher Low.

• 

• 



B. Down Trend (Bearish)

A downtrend is formed by a series of lower peaks and lower troughs.

Movements: Lower High (LH) and Lower Low (LL).

Strategy: As long as the market keeps forming LHs, the trend is down. Traders should look for

selling opportunities every time the price pulls back to form a new Lower High.

• 

• 



C. Sideways Market (Consolidation)

A sideways market occurs when the price bounces between equal highs and equal lows, forming a

horizontal range.

Movements: Equal Highs and Equal Lows.

Strategy: This is a "No Trade Zone." Institutions are either accumulating or distributing positions

here. You should wait for a clear breakout before entering a trade.

4. Key Mechanics: CHOCH and BOS

To understand when a trend continues and when it reverses, you must understand two critical concepts:

Concept Abbreviation Definition What it means

Break of

Structure
BOS

When the price successfully breaks the

previous HH (in an uptrend) or previous

LL (in a downtrend).

The current trend is

continuing.

Change of

Character
CHOCH

When the price breaks the previous HL

(in an uptrend) or the previous LH (in a

downtrend).

The current trend is

reversing (e.g., Up to

Down).

• 

• 



5. How to Trade a Trend Reversal (CHOCH)

Here is the step-by-step process of trading a reversal using the Smart Money Concept:

Identify the Trend: Assume the market is in an Uptrend (HH, HL).

Wait for CHOCH: The price fails to make a new Higher High and instead drops and breaks below

the last Higher Low. This is your Change of Character. The trend is now Bearish.

Wait for the Retest: Do not enter immediately. Wait for the price to pull back up to a Supply Zone

or a Bearish Order Block.

Enter the Trade: Sell at the Order Block with a tight stop loss slightly above the zone. The risk-to-

reward ratio here is very high (e.g., risking 1% to make 5% or 10%).
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