Technical Analysis

Trends---Overview
What is Technical Analysis?

What does TA help to identify?

TA can be used in intraday 5 or 15 minute, hourly, weekly or monthly basis.

TA can involve price and volume charts and other math representations.

Technical and other math indicators can be added.

Currencies rarely spend time in tight ranges.  Tend to develop strong trends. The tech-trained trader can identify new trends and break-outs that provide opportunities to get in and out of trades.
Lesson 1---Trends
♥♥What is a trend?

Prices move in a series of peaks and troughs.  The directions of these peaks and troughs determine the trend.

Peaks=support level    troughs= resistance level

Markets will move/fluctuate btwn peaks and troughs 80% of the time.

Persistent Price Movement are called trends.

The sole purpose of charting the price action of a market---to identify trends in their early stage---so you can trade in that trends direction.

Once a trend is identified a good strategy can reasonably predict its direction and duration.

Saying: “Never go against the trend. The trend is your friend.”
☺Three types of trends: Uptrend, downtrend, sideways trend.

♥♥What is an uptrend?

Bull market---and currency is appreciating, going up.
An uptrend may be considered intact until……..

♥♥What is a downtrend?

Bear market-----and currency is depreciating, going down
A downtrend may be considered intact until……

♥♥What is sideways trend?
The values of the currencies are neither appreciating nor depreciating.

☺Three classification of trends: the primary, the intermediate and the short-term.

Lesson 2----Market Sentiment
♥♥What causes trends?  The answer is in the next paragraph.

Market sentiment is the foundation of trading.  Identify the market sentiment or trend is the first step in market analysis.


Market Sentiment
Direction of Trend


   Bearish

    downtrend


   Bullish

      uptrend


  Uncertain

     sideways

Lesson 3---Support and Resistance

The key aspect of tech. analysis---Identify support and resistance levels and the prevailing trend.
Prices move in a series of high and low points and the directions of these points determine the trend.

High points----support

low points---resistance

♥♥What are support and resistance levels?

How are these point identified?

The area between the high and low points: a channel, or a range.

Once levels are broken…..

☺☺The simplest way of using support and resistance is to trade the range: buy at support, sell at resistance.  Advantage: the market moves within that range about 80% of the time----a reliable strategy for most market conditions.

☺☺Another strategy with supports and resistance level: anticipate a break.  See how in the same paragraph.
Lesson 4---Introduction to Trend Lines

A common approach to analyzing a prevailing trend is to use trend lines.
Read how to draw trend lines.  Read the insert box as well.
More tips about trend analysis:


The more the trend line can be touched, the more significant the trend (it) becomes.


More touches mean a shift in supply/demand of the currency.


More touches mean less penetration by the market.


The touches must not be too close together.

A broken trend line (a break in the trend) means two things:


1. The currency pair will go into a period of sideways consolidation.


2. It will reverse course. More is said here.

It is imperative to recognize trend reversals as early as possible because…..

◘◘◘Be aware of psychological price levels ending, or psychological barriers in “00” or “50”, like 1.2500 or 1.2550.  Just as retailers price a product at $9.99 to prevent the customer from viewing its real price at $10.00, so are the psychological barriers.
Section Quiz

1. When these levels are broken, they tend to take on the opposite role.  Which are they?  They are resistance and support levels.
2. What is a bear market?  When the base currency is depreciating in value.
3. What does an uptrend on the chart indicate?  Bull market.
4. What is the best way to use Support and Resistance to trade OUTSIDE a range? Buy above Resistance and sell below Support.
5. What is found at levels where buyers consistently entered the market in greater numbers than sellers?  The Support level.

6. How do you draw an upward trend line?  Connect the lowest point to the higher lows.
7. How do we draw trend lines?  Connect low together and connect highs together.
8. The Support is usually the low point in any chart pattern.
9. The optimal bullish scenario for taking a buy position would be a series of increasingly steeper trend lines, drawn on three or more points

10. It is best to consider Buy trades near Support levels that are unlikely to be broken.
