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The principal difference between Day
Trading and other forms of trading is
the time frame.



Technical analysis assumes
that prices move in trends.



Trends have a tendency to perpetuate.



Look for the weight of the evidence;
(several indicators, to indicate a
reversal.)



In technical analysis we are dealing in
probabilities, never certainties.



First trade 50% loss! 99999099

Capital Profit/Lo Profit/lLoss Ending
Yo ount

A
Trade1 100 (50) (50)

Trade1 50 o0 25 9
Trade1 75 10 75 82.5
Trade1 825 10 83 80.8

Trade1 908 10 9.1 99.9




Next trade 50%o gain 3909999

N
Cw Profit/Loss Profit/lLoss Ending
Yo Amount
Trade1 100 \ (50) (50) 50
Trade1 50 25 75
Trade1 75 10 75 825
Trade1 825 10 83 g0.8

Trade1 908 10 9.1 99.9




SRDLLDD

Next 3 trades make 10%b each

E‘Ttal Profit/Loss Profit/lLoss Ending

Yo Amount
Trade1 100 (50) (50) 50
Trade1 S50 20 25 75
Trade1 75 75 825
Trade1 825 83 g0.8

Trade1 908 9.1 99.9
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4 trades trades make 80% ° ° " °

}eﬂital Profit/Loss Profit/lLoss Ending

Yo Amount
Trade1 100 (50) (50) 50
Trade1 S50 20 25 75
Trade1 75 10 75 825
Trade1 825 10 83 g0.8

Trade1 908 10 9.1 99.9




Still not back to break evemoonaoo

Capit Profit/Loss Profit/lLoss Ending
Yo Amount

(50) 50
25 75

5




The Indicators



[. Peak and trough analysis



Rising peaks and troughs 1s bullish



\

Rally fails to make a new
high.



Dechining peaks and
troughs now signaled.






Rising peaks and troughs

now signaled.

Vol



Price falls below breakout

point, but rising peaks / \ / -
and troughs still intact. \/ N/



Rising peaks still intact

But series of rising
troughs no longer in
force.




Rising peaks and
troughs now
broken.

Y |4

v






What constitutes a legitimate
peak or trough?



100% of the advance




Retracement should

4 beabout 1/3-2/3 of the

Previous move




N\

Retracement far less
than 1/3-2/3 of the

previous rally.




VAL

[

1/3 or more o
time taken to fo
the rally.

100%
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S& P Composite

12021198 $1202 84 NEW STANDARD POORS  (SF¥)10 Days Line
T S
15-minute bar

1] TSSO

11gD.HFHE% ...........................................................................

I'i.r:i il 1
1180 kl

1170 “”.H“_.u“”.u“_.“MH.HEEELE;.". e

115U"”""'”"“'”"“'”"”'”""'”"“'”"“'”"“'”""”hﬁﬁﬂ'"néﬁku

1160 mj“;ﬁh,{/ Rally meets resistance
b Ty
| lll |



S&P Cumpusne

1221128 $1202.84 NEW STANDARD POORS _ (SPX)10 Days |
1200 .

IS-mmute ba:r

1190 rr,ﬁpr, ..............................................................................

I'i.r:i il 1
HM"M“&PT"y'Q

Iig"i | ;;*

1wummmmmmmmmmmmmmmmmimm%w;mﬁmu

Possible reference low




S&P Cumpusne

1221128 $1202.84 NEW STANDARD POORS _ (SPX)10 Days |
1200 .

IS-mmute ba:r

1190 rr,ﬁpr, ..............................................................................

I'i.r:i il 1
HM"M“&PT"y'Q

Iig"i | ;;*

1wummmmmmmmmmmmmmmmmimm%w;mﬁmu

Possible reference low




S& P Composite

11198 §1202 84 NEW STANDARD POORS {(SFX)10 Days Linear

{20
1200

1 5-minute bar

11 USSR

1190

1180}
1170}

1] OO |

... and this one.

Tue | Wed | Thu | Fi | Mon | Tue



S& P Composite

11198 §1202 84 NEW STANDARD POORS {(SFX)10 Days Linear

19

] 1] ——

1 5-minute bar
T 111 S
11gD.HFHE% ......................................................................................

I'i.r:i il 1
1180 kl

1170 “”.H“_.““”.n“_.“MH.HEEELE;.". e

A |
Llf A A{ B |

115D"”""'”"“'”"“'”""'”""'”"“'”"“'”""T”""”aﬁNﬂ'"nﬁﬁkuiﬁ""'

New reference low

Tue | Wed | Thu | Fi | Mon | Tue | ¥



S& P Composite

11198 §1202 84 NEW STANDARD POORS {(SFX)10 Days Linear

12/
[
15-minute bar

1190 rr,ﬁpr, ...........................................................................................

I'i.r:i il 1
1180 kl

P, '|
Iié"i léi-a. o

150 “'l‘lrr[l*lﬁ.,r New downtrend signaled

Tue | Wed | Thu | Fi | Mon | Tue | Wed



S& P Composite

1371188120264 NEW STANDARD POORS _ (8PX)10 Days Linea

1 5-minute bar
11U
1190 rr,ﬁpr, ...............................................................................................

I'i.r:i il 1
1180 kl

: r-. P r|I I
i {1 Y Neutral trend

Tue | Wed | Thu | Fi | Mon | Tue | Wed



S& P Composite

11198 §1202 84 NEW STANDARD POORS {(SFX)10 Days Linear

12/
[
15-minute bar

11gD.HFHE% ...............................................................................................

I'i.r:i il 1
1180 kl

1170 “”.H“_.u“”.u“_.“MH.HEEELE;.". e

: r!!;: r r| f"
1160 NFHHLI{JQWMJN' Ahove previous high
e S|
’ l]]! | ‘

1150 “lirf[lﬂ"[ Below previous low

Tue | Wed | Thu | Fi | Mon | Tue | Wed



2021106
1200

S& P Composite

$1202.84 NEW ETANDARD POORS  (SPX)10 Days Linear

1 5-minute bar

11T

1190

f
1180}

170}

1] OO

'[r ) Lﬂqla“'-?“'h / Two

Tue | Wed | Thu | Fi | Mon | Tue | Wed



S& P Composite

11198 §1202 84 NEW STANDARD POORS {(SFX)10 Days Linear

{20
1200

1 5-minute bar

11 SRS

1190

TRl —

1] S

R3]

h

Ew |

e LT LT T L T T T L T T T T TS & e
I

Pl T M
T ' il

confirmed

Tue | Wed | Thu | Fi | Mon | Tue | Wed | Tt



S& P Composite

12021198 §1202.84 NEW STANDARD POORS  (SP010 Days Linear

1210

1190

1180

I ] TS e OSSR (SN | SRS

1160

1150

]

1 5-minute bar

H21C

Tue | Wed | Thu | Fi | Mon | Tue | Wed | Thu | Fi | Mon |

120C

1190

1180

17C

116¢

1150

1140




12021198 $140 43 MICROSOFT CORP (MSFT)10 Days Line

141

138

132

120

2196
1750

1250

7501

”II"“]:Iﬁ.;lfﬁmﬁté"“c]:ﬁgé."“”"I””"““""“

Microsoft

Clear-cut break



12021198 $140 43 MICROSOFT CORP (MSFT)10 Days Line

141

138

132

120

2196
1750

1250

7501

”II"“]:Iﬁ.;lfﬁmﬁté"“c]:ﬁgé."“”"I””"““""“

Microsoft

Clear-cut break



Microsoft
12121799 §140.43 MICROSOFT CORP (MSFT)10 Days Linear
1*1 IIII"“]_IIS.;Ifﬁmﬁtle”.“Cl]:ﬁgé."“”"I””"““""“""“

T =] OSSOSO PP

132 Uﬁrﬁ]ﬁﬁ /\'ﬁ” i[/ n'l‘,alﬁi\l e

7196
is0f /A\

s
750 ' """

Selling climax



Microsoft
12121799 §140.43 MICROSOFT CORP (MSFT)10 Days Linear
1*1 IIII"“]_IIS"—Ii"ﬁmﬁtle”.E]:ﬁgé."“”"IIII"““""““""““"I”

T L2 OO UP RO OO

MY :M,\'wﬂf! . Crucial level
1924 \m,\;ju .............. ST SRV A T /

129 A —

7196
is0f /A\ """"

ol
750 ' """




Microsoft

1202199 $140.43 MICROSOFT CORP (MSFT)10 Days Linear

141

138

IIII"“]:Iﬁ.;liﬁmﬁté"“c]:ﬁgéul“”"IIII"““""“““"““"I”“"“

132

120

2196
1750

1250
740

fwfé M f{ p ;
FAR - N o




Microsoft

12121/98 §140.43 MICROSOFT CORP (MSFT)10 Days Lineat

141

138

132

120

2196
1750

1250
740

IIII"“]:Iﬁ.;liﬁmﬁté"“c]:ﬁgéul“”"IIII"““""“““"““"I”“"“

...................... i.. ‘ | S |
: : i

: m |
AREN: I |

New reference low



Microsoft

12121/98 §140.43 MICROSOFT CORP (MSFT)10 Days Lineat

141

138

132

120

2196
1750

1250
740

IIII""]:Iﬁ.;lfﬁmﬁté"“c]:ﬁgéul“”"IIII"““""“““"““"I”“"““""“

...................... i.. ‘ | S |
: : i

: m |
AREN: I |

Sell signal



Microsoft
12121799 §140.43 MICROSOFT CORP (MSFT)10 Days Linear
1*1 IIII"“]_IIS"—Ii'ﬁmﬁtle”.“CI]:ﬁgé."“”"IIII"““""““""““"I”“"““""“

T 2 OSSOSO OSSPSR TS U SRS

S L

’\'u’ﬁ‘a I r"u"L
132 A 4

129 ‘}f} ------------------------- Reference high

2196
1750

1250
740




Microsoft
12121799 §140.43 MICROSOFT CORP (MSFT)10 Days Linear
1*1 IIII"“]_IIS"—Ii'ﬁmﬁtle”.“CI]:ﬁgé."“”"IIII"““""““""““"I”“"““""““"“

T 2] OSSOSO SO OO SOOI

1311,'M] JUWN Am ﬂ

10 et ) e e
Breakout on good
Yolume - max 2196

__________________________________________________________________________________________________________ volume.
2196
1750

1250
750 ' """




Microsoft
12121799 §140.43 MICROSOFT CORP (MSFT)10 Days Linear
T L] F—

120

2196
1750

1250
730 ‘ ‘ } ] o i | -\ .......

1 SILIfﬁmﬁté.EIﬁgé"““"“”I"““""““""““"III“"I““"““""““"III“"““""““"““"“”I .

T 2] OO ST OO OO PRPSP T

132 l'ﬁw] ............ «;jU/\' ...... rf fﬁh,\_ﬂ ........................ ﬁ\ ___________________________________________________

{141

138

135

132

129

196

1750
1 2500

750




One and Two Bar Price Patterns



All one and two bar price patterns
must be preceded by a short-term up
or down trend.



One and two bar patterns are usually
short-term reversal phenomena.



These patterns indicate exhaustion,
where market psychology has reached a
short-term extreme.



Outside bars



Outside bars are reversal patterns that
indicate a change in sentiment.
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Inside Bars



Inside bars indicate that
prevailing momentum has dissipated
because buyers and sellers are now
equally matched..
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Two Bar Reversals



Two bar reversals indicate a dramatic
change in sentiment..
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Key Reversal Bar



A very strong signal of a
reversal in sentiment.



Characteristics

1. Price opens the bar strongly 1n the direction of the
prevailing trend.

2. Trading range of the bar 1s extremely wide.

3. Price should close at or close to the previous close.




The key reversal bar should be
accompanied by climactic volume.
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December 1998 S&P
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Exhaustion Bars



Characteristics of Exhaustion Bars

1. A wide trading range following a sharp price move.

2. The close is higher than the opening in a downtrend
or the opening is lower than the close in an up trend..

3. The close is more than half way up the bar in a down
trend, and more than half way down in an up trend.
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December 1997 NYSE Composite
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December 1997 NYSE Composite
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December 1997 NYSE Composite
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Pinocchio Bars



Pinocchio bars give us a false
impression of what is really going on.
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March 1997 S&P Composite

815 -
814
813 -
812
811 -
810 -
809
808 -
807 -
806 -
805 -
804 -

_10-minute bar

_J~ Most of bar outside of the recent trading range

S

Ut T
Lij$1f1j+$il$j$f

r i
l*mj 1}1

16h  |08:4(09h 10h 11h 12h 13h

12




March 1997 S&P Composite
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March 1997 S&P Composite

785 -
784
784
783
783
782
782
781 -J—
781-
'ﬂaﬂ-ﬂrr T+

780
779 -
779
778 -
778

10-minute bar

_1 $Jl$+1+

| T
1+{+Ji¢+1r}J
‘\

Whipsaw break

20 [(BO:00 |20 |40 |00 [:20 |40 (00 |20 (40 |00 |20 [40 |00 |Z

~h

20 '0sh 10h 11h 12h 13h




December 1997 NYSE Composite

513
512
512
511
511 -
510 -
510
509 -
509 -
508 -
508
507 -
507 -

I

1
1

O-minute bar Pinocchio peak

\p
[t

gt

?jfi+{i1{$¢*+{

158

0 1000 . 100 1200




December 1997 NYSE Composite
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Placing Stops



The order is executed immediately the
price is touched and there is no
opportunity to second guess.



The disadvantage is that locals and
market makers can "go" for your stop.



Advantages of Placing Stops

1. Mentally preparing for the worst.

2. Decision more likely to be made with a more
balanced judgment.

3. A correctly placed stop is usually executed at a better
price.




For liqguidation of long positions, the
best point to place a sell stop is below

support and for covering a short one
above resistance.



December 1997 Corn

29'5‘; 10-minute bar
290 -

285 -

|
I

280 '4

] ‘} Do not place stops af support
2?5‘: ‘lgjlﬂ
|

270
265 -

260 -




December 1997 Corn

295 —
290 —
285 —
280 —
276 -

270

10-minute bar

2651

260 -

.ITIII'I\E['ITII'BTIITJI'IHT




December 1997 Corn

295 —
290 —
285 —
280 —
275 -
270
265 -

260 -

10-minute bar
st y
| | IR L W
hlIIE J Hl{lil,l'nﬁlhuhi 1 " H“H""l
i
ik ‘
E}l 'ﬂlﬂx ol J,hrﬂjf’, .
pp ”IHII] 11”1’ pes
' ﬂ”l LR Place them delow support
f
‘I'!Jh{‘
jl.ljl
;{.hu'

1 I 1 | 1 | i T I 1 | 1 I L] | T

|71 | I 1 \E[ 1 I 1 I'BT I | I 10 13 14 15 115 I




December 1997 Corn

295 —
290 —
285 —
280 —
276 -
270
265 -

260 -

10-minute bar
/s
}1 1}”11 | I } nhﬂjr{{.’ . *
W E Vll”l]' 11”1{{-1"{'
' ﬂ’r” LR Place them above resistance
f
‘H,m‘
MI
j{.‘nu'

.ITIII'I\E['ITII'BTIITJI'IHTII‘IISI[T




December 1997 Corn

295 —
290 —
285 —
280 —
276 -
270
265 -

260 -

10-minute bar i
] ["m’lﬁ“ﬁ ]“niJ’M_* ”
!
E}l 'ﬂlﬂx [{{”} ‘Hh.’+-1]!4{.' L
. V‘l il e o
'“ ﬂ,rﬂ e ..but just in case you are
‘} K wrong place a sell stop
‘l;m{ - below support.
jl.ljl |
:{J+1}|

ITIII'I\E['ITII'ETI[[‘I'IHTII‘IISI[T




December 1997 Corn

295 —
290 —
285 —
280 —
276 -
270
265 -

260 -

1 0-minute bar N
| " ;
“ E ! Break takes
b P W place just
}1 o before the
E 'ﬂ”l’ [{HLJHL;_PLa - session close.
el P
e
‘ls,n{
jl.ljl
:{J+1}|

1 | I 1 I 1 I 1 I 1 I I 1 I 1 | 1 | I T I
7 8 9 10 13 14




December 1997 Corn

287
286 :j W
234{ *1¢1f
283
232-
231-.
280—-
2?9-
2?3—-
ET.-'-

285

276
275

{Ianﬁuﬂebar

wp

{
Hl

h

™

Breakout

[
H|M+HWW 4l
;ﬂ;:dﬂ 11h 12h 13h !gg:dﬂ 11h 12h 13h I




December 1997 Corn

287 1
286

285

2841
263 -
26821
281 -
260-
279
278 -
2771
276 -
275

_H io-mjﬂute bar
| H*”hmm
Hl
L
N PR
Wl
;;:dﬂ 11h 12h 13h !gg:dﬂ 11h 12h 13h I‘.




December 1997 Corn

287 -
286 - { th-minute bar

285 —-I
. \ H 1 Enter partial profit taking stop at
284 ~.' H _I’J 1{4 J_1 level of prEViﬂ“S h.igh-

= ™ .

281

= -Hw

p9:40  [11h [12h [13h 03:40 [1h  [12h  [13h [09:40 [11h
P9 30 31




December 1997 Corn

287
286 H th-minute bar
285
234.- MIHH Stﬂ_l";ﬂf gap also represents
] {H{Jf}l{ resistance.
283 _ H
282 - ll /
231{ 1
280 l l H
'- L. t
zzi 1 Mﬂ
. y 1 4
- AR
276 - Hhm 1
2?5—-
09:40 11h 12h 13h [09:40 11h 12h 13h 109:40 11h

e 30 31




December 1997 Corn

287 -
EEE-j { 1 0-minute bar
2&5—j

|
234{ \*1¢1f

283 1

s {}111 Mﬁ\k‘“a.h

281

:z l_“{m”ﬁﬂ MT
I T

1 r [ HJ‘ I Price reverses at resistance.

D9:40 [11h [12h [13h 03:40 [11h  [12h  [13h [09:40  [11h [12h
P9 30 31




Merrill Lynch Vs S&P Composite
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Merrill Lynch Vs S&P Composite
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Merrill Lynch
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June 1997 Bonds
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June 1997 Bonds
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