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20/50/100/200 MAs, using MACD
Points:

« Moving average lines play an important role in helping o MA Lines are very useful in helping us determing

youto determine where ther traders will see support howto play the 3 major chart pattems

and resistance levels
o Large financial trading fims buy and sel large quantities 1. Buying breakouts above resistance

of stocks based on equations that include MA lines, so
you should be on the lookout for bounces' and
breakthroughs based on these important lines

o The most important lines to plot are the 20 50 100 and

Bottor bounces off support
3. Playing the supportiresistance in a range

The chart pattems below are great examples of each of

200 MAs. these three pattems in motion, captured May 2000

o The MACD is a pair of lines that you can use to help Notice in 2ach of the three TA lesson examples below we
determine licely entry and exit points as well, when the hae = péir of charts: the &-month “big picture” ehart and
lines cross each other i signals a trend reversal is the 10-ay "swing trading’ chart
likely.

BREAKTHROUGH SWINGTRADING PLAY
ABOVE RESISTANCE USING MA LINES

PLOTTING 20 50 100 200 MA LINES: 6-MONTH CSCO CHART



[image: image2.png]need more detailed
trade it though,
at the 10-

10-day CSCO chart: What
do we see here?
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would be to
buy once CSCO has crossed
70172 or s0, with a stop right
under 70,

Enterbuy low 60's, stop
loss right under 60, exit target
66-69

notice where
the lines cross at the bottom?
First timefbuy signal is >
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4726 and 511, buy signal on

57

BOTTOM BOUNCE SWINGTRADING PLAY
OFF SUPPORT USING MA LINES
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[image: image5.png]RANGE TRADING SWINGTRADING PLAY
USING MA LINES

PLOTTING 20 50 100 200 MA LINES: 6-MONTH SPLS CHART

Finally, we have SPLS, a classic  [5505 o] |[oay cran =1 1P [V, O ] 5 NG

“rolling stack”. You can see the
recent trend is down, and that 22
is hard resistance, at the
200MA,

The other MA lines are not
useful for us in trading this stock
based o the chart to the right
What else do you notice "big
picture"?
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[image: image6.png]PLOTTING 20 MA AND MACD LINES: 10-DAY SPLS CHART

The MACD told us we had a buy |55 =] fmervaicran =] [P [V @€ A | =7 | JINGR
oppertunity on 427 and 4728, B

when the lines crossed to the
upside

Notice the heavy selling volume
on573.

Based on our 6-marnth chart, |

would erter a long position at 17
114 and expect a bounce back to
at least 18 174 within a few days

Your stop on this swing trade
would be right under support at

1200 1200 1200 1200 1200 1200 1200 1200 1200 1200
16344 or so. 4719100 420100 424100 472500 412600 427100 412800 5400 5200 7300




[image: image7.png]These sets of chart patterns should help you identify similar high-percentage trading opporturities as they occur

In swing trading, you must ahways look at both the "big picture’

-month (or longer) chart as well as a closer 10-day chart

Stops must be adhered to right under support levels, to insure against large downturms

Plot similar graphs using bigcharts.com or your quote provider, and see where you should set alerts and make trading
decisions.
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« Swing Trading Technical Analysis & Charting Part
Trends, Channels and Overhought/Oversold Cont

@ Main Points:

o Unlike daytrading, swing trading requires you to look
at the "big picture” of mutiday trading ranges to help
deterrine good entry and exit prices

o It frequently helpful to look at stock charts in B-
month, 10-day and intraday timeframes to help
deterring where a good entry and exit s

o My favorite strategies in swing trading involve buying
towards the lower end of a trading range or buying
breakouts above a previous resistance level

o This lesson will show you a number of illustrated
charts for oversold, overbought, trending and channel
plays.

'OVERSOLD SWINGTRADING CHART PATTERN

USING I0-Day & 6-month Charts

10-Day PSUN Chart:

o 10-day charts are also particularly helpful in
awoiding low-percentage trades, eg buying in the
middle of & 10-day trading range is not a good idea
for swing trades

o Once you learn to recognize high-percentage chart
patterns, you will be more likely to be successful
in trading with the market sentiment. This lesson
will show you what to look for in several key chart
patterns

o Swing trading is almost all based on chart pattem
recognition, adding things like recent price
movernent and MA lines, volurne and financials as
addtional reasons to enterfexit your trades
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USING I0-Day & 6-month Charts

10-Day CIEN Chart
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important to recognize for
three trading opportunities:

1) to close out a long position
you're in with a profit, before
the stock turns back down

2) to avoid entering new long
positions, since they are
dangerous at overhought
areas, you shouldn't chase the
stock

3) to enter a new short
position, with a cover stop

ight above the resistance
area.
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10.Day PUMA Chart:
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USING I0-Day & 6-month Charts
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6-Month RNWK Chart:




[image: image16.png]UPTRENDING SWINGTRADING CHART PATTERN
USING 10-Day & 6-month Charts
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[image: image19.png]Rermernber, as is any kind of trading, we'te ahways looking for high-percentage trading setups, ones where our risk-reward is small as possible
These chart pattems should help you learn what to look for in successful swing trades

Rermernber to get 10-day charts and news at www bigcharts. com if you dont have a pay quote semvice provider.
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« Understanding the Mechanics of Swing Trading: Recognizing Recurring MODULE 4
Stock Patterns & 0od of Fibo Retracement
Main Points:

We use support and resistance to identify decent
trade entries and exit points, right? Okay, let's look
at this a bit closer using what are called Fibonacci
retracements.

Basically, you look to enter and exit positions based
on a stock retracing off lines at approximately 36%,
50% and 62% of the total amount of the stock
price’s moverent in one direction

For daytrading, this roughly dvides the day's trading
range, once established during the 9:30-10:30 period
(roughly, that's where the highs and lows are often
made), into the rmidpoint and the top third and
bottorn third

Sirmilarly, for swing trades, you want to laok at the 3-
month and B-month charts, along with the 10-day
charts, to establish fibo retracement lines, to help
you plan your trade ahead of time... you want to
identify where the stock may be likely to run into
sellers (f you'e long) and get ready to exit the trade
before the stock goes back down

I call these "recurring pattems” because they are
price points at which buyers and sellers tend to
reverse, or, points at which the stock may
consolidate and "chop around” at. during morning
trading

Review this link for a quick one-page tutorial on
Fibo retracements at Equis.com. .. they have a
great free online "TA from A to Z° resaurce there
too, it's required reading for everyone, along with
clearstation.com

In time, you will not need to mechanically
calculate these lines, or use software for it it
becormes 100% intutive, eq you get a feel for
automatically calculating these reversal areas.
This, of course, occurs after yoube spent
hundreds of hours looking at thousands of charts
Again, a good rule of thurnb is to look first for the
ridpoint of a trading range (e notice a stock will
make its "big move” from 9:30-10:30 then settle in
at toughly halfthe distance between the high and
low, the midpoint? This is where you should not
be trading, low-percentage zone, rather look to
buy offthe fibo bands and the previous days' high
and low support and resistance areas, etc




[image: image21.png]USING FIBONACCI RETRACEMENTS WITH
10-DAY CHARTS FOR SWING TRADING

Look for trade entries and
exits within a trading range 1< > = |finervacran— =] [P [V @] A | 50T IGR

at the 38%, 50% and 62% (or,
foughly the midpoint and
173 and 273 points of the i
trading range) fibo line
See in this 10-day CRDS
chart that:

1) our 10-day range is 7 to 14

2) after running up, the stock
sold offdown to a low of
roughly 173 of the range, or

9. the buy point would be on @
breakout above this level (also

a good secondary target to g ﬂ

cover a short in the stock off

the top of the range, as is
66%, the first cover target)

3) buyers brought the stock
back up the 2/3 of the total
range, to roughly 12 172.

1200 1200 1200 1200 1200 | 121 1200 1200 . 1200
82100 82200 82300 82400 82500 828100 82000 853000 83100 91100

4) the next buy would be on &
breakout above the range,
above 14 or so, or, off &
bounce that occurs on any of
the prior bounce areas, eg off
9,10, or through 12




[image: image22.png]We look at a lot of midpoint
(fibo 50%) trading in this 10-
day chart of RNWK:
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1) Ok the chart is busy, |
wanted you to look for the
sarme types of things that | do
when trading RNWK

2) The buy on 829 was
obvious, as it was fetesting a
prior low... the stop loss would

be at 44 112 o 50, but we did 4550 T”“”“‘ﬁi!l
in fact get buyers, af 10:30 as

usual, off support. High- ‘ Gets support at midpoint N/

percentags sasy day or swing w12
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breakouts earlie i the week s

that would have been fie for 2000 D st

daytrades (can you spot them

in 8123 and 8/267). o
‘150K
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an 8731, s it went through 47 Dl Rl D R O il M L

172 on good volume. 1200 1200 1200 1200 1200 1200 | 1200 1200 1200 1200
$2100 822000 82300 82400 82500 828100 829100 83000 83100 91100

5) It broke ot above a key
resistance area, 50

6) The next buy would be over
50172 on good moming
volurne, with a stop loss at
fight around 50 Or, off support
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support at 45 bounce.

Finally, lets look at 10 days
of KANA - another wel-
annotated chart to help you
see the prcision with which |
look at stocks. By the way, |
do all this stuff | have
annotated in my head,
wanted to show you what I
looking at when | see this
char, using fibo retracements

1) Okay, we define our range
4534 1/2to 40... note that we
didt know where a bottorn
would attract buyers til 8729
which is why we just watched
it tl then...never fry to catch a
falling knife or guess where the
bottorn is, for all | know it
could have gone to 17... 1
wanted to see buyers come
back in with strength

2) Having defined our trading
range (on B/29), we then draw
our midpaint line, at 37, and
patiently wait to see buyers
corme back in above 37. If you
are a swing trader who cant
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intraday, you might enter 3) Now we know there will probably be resistance at the previous high, at 40, especially

buy limt order at 37, for since it's awhole decade number, right? Right? Ok then.. so our exit target is right under

example. 40, at, say, 38 5/6 or 39 3/4 or so. We lock in & 2 5/8 point profit on an overnight swing
trade hold

4) Did you blink and rmiss it? Remember this is how we trade professionally - you have to
be aggressive and know your technicals and execute trades accordingly. It takes
discipline, study and practice. No its not easy. A S-5 day job is easy | suppose. Then
again, you get paid a whole lot less for that too!

Does this make sense to you? Not yet? That's ok, it wil in time - just remernber to use the 1/3, 172 and 2/3 as a rough trading guide to help you
decide when to get in and out of trades. This also applies to intraday and to longer-term (e 3- or 6-month) time intervals as well. Apply it to the
unique trading style and risk management strategy you have for your stacks
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« Chart Patterns: Buying into Pullbacks vs. Dead Cat Bounces

Main Points:

o When it comes to identifying good trade entries for
swing trades, | like to pay attention to both "dead
cat bounces” and buying into pullbacks on slow
uptrending stocks

« Dead cat hounces: when a stock sells off more
than 15-20% for a big gap down, and gets a wave
of buyers within the first trading hour after the gap
down._(these are also good for daytrades,
especially when played premarket over ISLD).

o Anote on buying bottoms frequently, Ive found
that the first bottorn isnt’the eal bottom,
second selling wave can also follow, which can be
painfulwhich is why stops are so important . look
for consolidation (see colurn to right) before trying
to buy a bottorn, or an otherwise compeling
technical reason on the char, eg its bouncing off &
52-week low thats a decade number (ike 20 or 30)
at 10:30...and of course you need to stil keep &
tight (3-5%) stop

« Buying into pullbacks: a stock has been
gradually bought over a long time period (eg 36
months) in & slow steady uptrend..._you can buy it
on a pullback, again with a stop loss right under a
previous low.

Swing Trading Strategies

4PREVIOUS NEXT b

Back to
MODULE 4

« Consolidations and why they're important
when youte bottom fishing: a consolidation’is
when a stock has reached a tight trading range
that it hasnt yet broken out of Let's say AMZN
sells off down to 28 over a couple of days...do
you buy yet? No...you wait for either a sharp
teversal (more of a daytrade), or wait for the
stock to "settle” into a tight trading range for at
least 2-3 days. Why? Because this tells you
buyers and sellers are everly matched, eg the
sellers are no longer in firm control. The stock
looks flat. You then buy when the stock makes
& new high right above the trading range (with &
stop under the top of the range). This tells you
that buyers are in control, at least for now, and
a trade can be entered fiom the long position.
The inverse of al the above is true for shorts,
naturally

o Another good example is HLIT after it sold off, it

stopped selling off and traded in a tight range for
several days before getting buyers, at which
poit a high-percentage trade entry could be
made



[image: image26.png]Here's a tip you never hear
about: when buying into dips
for a downtrending stock,
Make Sure that buyers re-
emerge regularly and that
its not a slow decline with no
buying interest (see ETYS for
example)...in other words,
make sure there's some
volatilty, ups and downs, in
the 6-marnth or 3-month chart
if you'e buying into a
downtrend. You can see this
in the B-month DISH chart to
the above right

6-month and 10-day DISH Charts:
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6-month and 10-day DCLK charts:



[image: image27.png]Now let's look at DCLK, my
favorite daytrading stock of
the mornent. The downtrend
looks pretty ugly, but,
looking at a 1-year chart you
see that 3Dish is a 52-week
low and we can expect
support there. The stock
consolidated around 40 for a
couple of weeks, before
dropping (and then
bouncing).

The next day, you can see it
dropped all the way down to
29.30.. you would buy again
once it breaks over 30
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[image: image28.png]which provides another gap
wild card.

HLT: Strong sellof downto AT 2 =] PV @|af&E A 5

low 205 frorm a high of
1B0...hrmm probably & good
time to buy, with an exit
target of 0-70 over a one-
quarter (3-month) time
interval

Ilike the consolidation right
aver 20, this looks to be the
bottom for HLIT.

In looking at the 10-day chart

for HLIT, we enter a buy after
the breakaut fom the T [eva S [P VI SUSEA] B
consolidation range of 22- " A
25._eq we buy the stock at
25172 or s0. Our iniial ext
target is roughly 173 to half
the difference from where it
dropped.__eq it dropped from
41, we buy at 25 172, we look
to sell at right under 30 (29
112) the first time, then buy
again at 31 or so and look to
sell again at 37-39. Sit out
the resistance areas at
‘decade’ numbers like 20 30
40, sell at the 8-9 and rebuy
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Using the Composite and
Sector Indexes to swing
trade:

Ok, we also always watch
our sectorfindex charts right?
The one thing | want you to
take away from laoking at
these two charts (Nasdag
Cormposite and Interet internets are weak, short/sellwait for a bounce (dont hold
composite) is this; longs)

The $GIN is underperforming  [SIN =] [imevachn =] P V(@[S [E

the SCOMPQ, 50 you dort
buy intemet stocks yet

(wait for key support areas at \
the §GIN for a bounce), and

look for other sectors to play

in long right now, g sernis or

networkers, whatevers

strong... use the divergence
as a relative strength
indicator.

BUYING INTO PULLBACK
CHART PATTERNS

10-Day COVD Chart:
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[image: image31.png]Well, that should help with some of the pattems you should be on the lookout for in terms of
swingtrading bottorn bounces and uptrend buying times. Get to know the personality’ of a few
stocks and trade those
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o Iden
“Buy Me Here'

Weve covered a number of effective swing trading
strategies in earlier lessons. This lesson will help
you identify chart patterns that should be
profitable if played with proper risk management
and profittaking strategies

Rermernber frorn one of our day trading lessons
that you do not want to be "trading just to trade”
or trading because you'e bored, o because
you'e pressuring yourselfto trade. Instead, you
want 10 be a stiper looking for selective high-
percentage chart setups

A high-percentage swing trade is generally either
buying a breakout above a 2-3 day consolidation,
or a reversal after a sustained decline (eq it finally
looks cheap to more buyers than sellers)

In swing trading, this means we rely heavily on
chart patterns, eamings calendars, and
market/sectorfindex charts, along with 200MA
and S0MA lines

ing High-Percentage Swing Tra

Back to
g Patterns: It Saying

o Below, Ive gathered a handful of what |
consider to be high-percentage swing trading
chart pattern setups that are worth watching
for trade opportunities (August, 2000).

o Remermber that good traders respond
quickly to buy and sell pattems, versus
trying to predict what wil happen. Ive been
burned, as we all have, by "rying to catch a
falling knife"...in swing trading many traders
were wiped out in Apri's dip, because they
did not use stops

o The chart patterns below may well sell of and
ot be good swing trades, | don' know. All |
know is how [1ltrade each of them based on
what the buyers and sellers are doing, Ive got
trade entry and exit points, along with stops
identified for each pattem

o Remermber we use 10-day charts for all
trading, especially good for identifying swing
trade support and resistance levels. | also
refer to & 1-year and a 3-month andfor B-
month chart

4PREVIOUS  NEXT B



[image: image33.png]MORE BOTTOM FISHING (BOUNCE])
SWING TRADING CHART PATTERNS

KLIC Swing Trade

Remermber, when buying what
you think is the bottom, make
sure you see an uptrend and/or
volure reversal before buying, as JKLC =] [imeraithant =] [P [V @[S e[ A B[ [i'3

the first bottom is often just the

first of two. Let's look af KLIC g
here:

If you had bought the first bottorn
at 25, you'd be wrong. .. instead,
you should pay attention to 2
things before buying any bottom
for a swing trade

You did Not see either of these
on the first drop on 8/1, 50 you
wouldn't buy. You'd buy on either
of them, eg on B/3/00.

|
.1 Ll' MV‘M‘J“MW“ iy

Where do we see this? On 100012001400 | 10:0012: 120014:00 | 10:00120014:00 | 10:001200
8/300.._.is the trade good for 73100 8 81300 8400
more? Maybe, but It put my first

exit target right under the
consolidation at 23... since | sit
out decade resistance | might




[image: image34.png]buy at 16 1/4 and sell at 19172
or 50. A stop loss would be at
18, of course

CRDS Swing Trade

¢ [CFDS =] [imeraithant =] [P [V @[S e[ A B[ oK
Again, buying the frst bottom at
9 on 7427 wouldve been
wrong...also | never buy 9's
anyways (9,19,2039 49) since
there'l be resistance a the
decade number above it. W sa
a heavy volume reversal at 11am
on 7128, 3 swing trade couldve
been entered there with a stop at
the bottorn at 4,

I'd wait though. 3 good next entry
would be over 10, or, ifthe stock
drops to 5 or so and starts to
bounce think is the bottom
Rermernber to be skeptical and
wait for strong buying strength to
enter the position...don' chase,
but make it go through a previous
resistance level or new high of

day (hod) to enter. |

JP N A I {L.u..‘ b le ML PO T
‘o0 00 | 1300 | 1200 | 1200 | 1200 | 1200 | 1200 | 1200 | 1300

724100 725000 7126100 7127100 7728100 731100 81100 82000 /300 84100
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MRVC Swing Trade

(1 fist heard about MRVC from
Tony 07's new book, it's got
areat volatilty for trading)

What's the 2 key patterns you
see here?

&) Volume uptrend off 10:30
bottorn on 7/26.

b) A double bottom at 50
support on 812 and 6/3, followed
by buying on 6/4.

What's the play? Well, | bought
at 50 on B2 for a good trade._ it
ran 5 points in 1/2 hour, easy to
play. Buying seems to have
stalled at 60 on 8/4... it gaps to
62 or 50 on the next trading day

100K

i . ﬁd Db b Mm M M bl \MM b i b ™™

1200 | 1200 | 1200 | 1200 | 1 1200 | 1200 | 1200 | 1200 | 1200
And Still Has buyers at 10am in 7241007225000 7126100 7127100 7728100 7/31100 81100 82000 /300 84100

an uptrend then | might buy, or
offa pullback to 55 or so at
1030
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[image: image37.png]WSTL Swing Trade

Do we have a bottom bounce
here? Wel we do see both st ] [inenaichet =] [P [V QU [0[ A | 5T 6K
volurne and an uptrend, so the

answer is Yes, a buy on 83
would be ok

Next entry would be at 16 174 on
& morming uptrend, with a first
exit target right under 20, Swing
trade exit is at previous low in
the downtrend, eg Id be out at
under 24 (buy 20 174 sell 23 173
or s0)

Stop losses: Well you always
place it at a previous low, so the
absolute stop loss would be at
15 or so, Id keep it @ bit tighter, Coppigh 20000 ot Cor
on cheap stocks like this every
112 point counts in a swing trade.

Bounce pattern: This is typical,
Tock closely at 73 yau see & I YW o DR PRI 1 P L
maorning selloff, a quick bounce, 12:00 12:00 12:00 12:00 12:00 12:00 12:00 1 12:00

then it sels a bit and
consolidates. The next trade
entry would be right Above the
high of the bounce point on 873,
about 16 or so... This occurred at
the end of the day, so I either
buy for the next day’s gap up
(risky), or, more likely, buy on
the next day as long as it stays
above 16

724100 725000 7126100 7127100 7728100 731100 81100 82000 /300 84100
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T Swing Trade
12
Whatever happened to poor T | Y
quess al those bargain lang 012
distance plans ate their lunch
Hah it's about time. 3
312
Anywars, whats tho lay? 3
ciually, based on this chart
patter its still a short sz
2
Hawever, we'e getting close to 312
30 in a sustained downirend. | o 1 P 2
would expect 2 lof of stops to get W, o P
taken out at 30, and there should ey W i) 3012
be a some valailty to take T up 200000 g o

a fair amount from its current

levels. That is, Id expect to see 1.00M

33 before I'd expect to see 27, d

’ ) ‘ IL t o
0 probatly "ooks choap to M.mu V»;Jw“,‘ s Sl b ti o [
insitutions, it looks cheap to me, 12:00 | 1 12:00 | 12:00 | 1200 | 1200 1200 12:00 | 12:00

I'd be & buyer, with  stop at right
under 30, say &t 29 344, Exit
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USING 1-YEAR CHARTS TO HELP IDENTIFY
HIGH-PERCENTAGE SWING TRADES



[image: image39.png]Lalso frequently (eg daily,
before entering any swing
trade) refer to 1-year and 3-
month or 6-month charts to
identify SOMA 200MA and major
supportiresistance levels.

What do we see here? RNWIis in
an uptrend here and now is a good
time to buy the pullback to 40ish

If you draw a trendine you see
support at roughly 35, and tops
tight under the 200MA at B0

A stop loss would be at no more
than 5:8% of the share price, eg 2
poits or so, with an exit target of
tight under 50 the first time, then &
re-entry at 51 or so and exit target
at ight under B0
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[image: image40.png]DCLK has got to be the very best
buy out there right now, in my

opinion. I | had 100K for a single
position trade ' buy DCLK at 36

The one-year chart shows wee
testing the 52-week low, and the
financials on DCLK are the best of
the intemet stocks, period.

Privacy overhang issues have been
resolved, and | am positive DCLK,
once over 40, will ever look
back”. Keep this one on your
watchlist

1 could be very wrong, maybe
DCLK will go to 15 in the next few
months. That's what stops are for

DCLK is currently my favorite
trading stock for both swing and
day trades, along with EXDS
RNWK MRVC.
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