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A
AB = CD price projections,
179-186
nature of, 179-182
use in trading, 182-186, 259
Accumulation phase, 102
Actualized swing point, 33, 54-57
Actual swing points, 31-33, 54-56
Ambivalent trend, 74
sideways, 36, 4243, 44, 85
America Online, 102
Anchor area, 145
Anchor bars, 137-158, 182-184
clustered, 138, 139, 152—-152
congruent, 138, 139, 153:-155
defined, 137
defining attributes, 137
gap, 139, 145-152
high-volumg, 193, 139-143,
161-1¢2
swing points and, 137-138,
156-158
wide-price-spread, 139, 143-145

zones anchored by bars, 137, 260

Anchor bottom, 137
Anchor top, 137
Apple, Inc., 155, 170-171, 222-227

exiting trades, 263-268

flipping trading positions,
268-272

general markeg, 216

market sectors, 217-219, 253

preparing 1o trade, 111-125

price /prcjections, 176-187

price reversals, 168-176

prize zones versus lines,
131-136

risk versus reward, 115-116, 195

support and resistance, 2,
128-131

time frames, 111-112) 116-125,
191-214

Trade Trend Matrix, 212-213

trading bias, 192, 206-211

Trading Cube, 219-240

trading example comparing
technical events, 161-166

trading qualified trends, 243-274

trading strategy overview,
112-115

trading systems, 2-3, 10, 109-110

trend exploitation, 258-263

Apple Corporation, 154—-155 B
Application of trend theory, Baker Hughes, Inc., 70
109-274 Bar graphs, 30-36
entering trades, 249-258 price bars, 30-31
entry and exit points, 136-161 swing points, 31-36, 50-65
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Bar graphs (Continued)
testing swing points, 34-36,
73-75
volume bars, 30-31
Bearish reversal, 236238
Bearish trend, 93-97
confirmed, 35, 38-39, 40, 41, 68,
76-84, 85-86, 93, 213
continuations, 93-96
in long-term time frame, 200-201
suspect, 35, 39-40, 76-84, 93,
95-96, 99, 213
termination, 84
transitions, 86, 87, 89, 90-91,
96-97
Bear markets, 1, 9, 15, 19-20,
132-136
Bias. See Trading bias
Bonacci, Leonardo, 181
Breakaway gap, 145, 148, 149-150
Breakout, 92, 97-99, 113-114
Bullish reversal, 238-240
Bullish trend, 77-84
confirmed, 35, 37, 38, 66-63,
77-82, 85-86, 115, 213
continuations, 78-82
defined, 66
in long-term time 1rame, 200-201
strongly trendir g bull market,
231-232
suspect, 55, 37-38, 39, 77-82,
85-86, 213
termination, 84
transitions, 82-84, 85-86, 87
Bull markets, 1, 9, 14, 18-19,
231-233

C

Candlesticks, 30

Celgene Corporation, 50-54
Channels, 158-161

INDEX

Channel zones, 160-161
Charting packages, 10-11, 30, 120
Classical trend model, 5-10, 13-23,
243
applying, 18-22
inputs, 14
model definition, 14-15
neoclassical trend model versus,
25, 27, 36, 44-45
objective, 13-14
rules, 15-18, 111, 117-118
time frames, 16-17, 44-45, 111,
117-118
Clustered anchor bars, 138, 139,
152-153
Cluster swir.g boints, 58-60
Confirmead tiend, 29, 74
beaxish, 35, 38-39, 40, 41, 68,
795-84, 85-86, 93, 213
pullish, 35, 37, 38, 6668, 77-82,
85-86, 88, 115, 213
defined, 28
qualification process, 67-68
sideways, 36, 40—42, 68, 213,
269-270
Congruent anchor bars, 138, 139,
153-155
Continuation:
bearish trend, 93-96
bullish trend, 78-82
sideways trend, 91-93
Continuation gap, 145, 148,
150-151
Cooper Industries, 157
Crossover theory, 10
Cay traders, 119

D

Decline, 15

Dell Corporation, 82-85, 94, 96-97,
159
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Dennis, Richard, 2
Devon Corporation, 88
Devon Energy, 89
DG FastChannel, Inc., 78-82,
141-142
Discounting process, 50-51
Distribution phase, 103, 235
Divergence:
defined, 226
Trading Cube, 226229
Dow, Charles, 5-10, 14, 15, 18, 29,
46-47, 116-117, 217, 273
Dow/Hamilton model. See
Classical trend model
Dow Jones Industrial Index, 10, 14,
15-16, 18-20, 217
Dow Jones Transportation Index,
10, 14, 15-16, 18-20, 217
Dow Jones Utility Index, 217
downtrend (bear market), 1, 9, 15,
19-20, 132-133
research on uptrend lines,
134-136
downtrending channels, 159
Dow Theory, 5-10, 13-23
Dow Theory, The (Rhea), 7-8
drawdowns, 2
Duration, 117-118

E
Edwards, Robert D., 7, 210
Enron, 102
Entering trades, 249-258
anchor bars, 137-158
channels and channel zones,
158-161
defining entry and exit points,
136-161
following the trend, 253-254
procedures prior to, 192-197
relative strength, 251-253
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scaling, 124
support and resistance, 128-131
time frame integration, 205-206
trading multiple time frames,
257-258
ETFs (Exchange Traded Funds),
217-219
ETNs (Exchange Traded Notes),
217-219
Exchange Traded Funds (ETFs),
217-219
Exchange Traded Notes (ETNs),
217-219
Exhaustion gap, 145, 148, 151-152
EFFFxiting traacs, 263-268
anchor bars. 137-158
channels and channel zones,
15&.161
derning entry and exit points,
136-161
locking in gains, 262-263
scaling, 124
support and resistance, 128-131
time frame integration, 205-206
Exxon Mobil Corporation, 177, 179

F

Fade traders, 212-213

Fibonacci ratios, 181

Financial Select Sector SPDR
ETF-Intermediate Term
(XLF-IT), 246-247, 248,
249-251, 254, 259-261, 263

Financial Select Sector SPDR
ETF-Long Term (XLF-LT),
248, 249-251, 259, 263, 267

Financial Select Sector SPDR
ETF-LT (XLF-LT), 246-247

fixed time frames, 120-121

Flash Crash, 144-145

Flipping trading positions, 268-272
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Follow-on buying, 162-164
Fundamental traders, 8

G

Gann, W. D., 134-135

Gap anchor bars, 139, 145-152
Gartley, H. M., 179-180
General market, 216

General trend, 7, 15-16
Google, 21-23, 25-28

H
Hamilton, William P., 5-10, 13-19,
44-47, 111, 116-117, 273
Head and shoulders pattern, 2
High-volume anchor bars, 138,
139-143, 161-162
High volume reversals, 171-175
nature of, 171-174
volume off the bottom, 175
volume off the top, 174-175
Horizontal channels, 159-161
Horizontal support and resistance,
135-136

I
Identically rriced swing points,
60-61
Inputs:
classical trend model, 14
neoclassical trend model, 29
Insider information, 51-52, 89
Intel Corporation, 104, 105, 171,
172
Interactive Brokers Group, Inc.,
149-150
intermediate-term time frame, 119
ideal Trade Trend Matrix setup,
213
integrating, 202-203, 208, 209
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Investools.com, 10-11

iShares Barclays 20-Year Treasury
Bond Fund ETF (TLT),
192-197

iShares Dow Jones US Home
Construction ETF (ITB), 269

iShares Dow Jones US Real Estate
ETF (IYR), 269-273

Island gap, 145-148

J
Jones, Edward, 217
Jouflas, Leslie, 179-181

K
Kemet “srporation, 169-170
Ke;mes, John Maynard, 49-50

L
Labeling:
swing points, 66—70
trends, 65-70
Lagging indicators, 1
Large stock operators, 102-103,
234-235
Long run, trend determination,
49-50, 117
Long-term investors, 119
Long-term time frame, 119,
121-122
ideal Trade Trend Matrix setup,
213
integrating, 199-202, 208

M

Magee, John, 7, 210
Magnets. See Price magnets
Mark-down phase, 103, 235
Market sectors, 217-219, 253
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Mark-up phase, 102-103
Measuring gap, 148
Microsoft Corporation, 129-131,
132-136, 140-141, 226-229
Minor trends, 16
Models:
nature of, 9
trading, 11
Momentum, 2, 127-128
Monsanto Company, 171, 173,
174-175
Monsanto Corporation, 95-96
Moving average convergence
divergence (MACD), 1-2
Moving averages, 1-2, 10
Multiple trends (movements),
classical trend model,
16-17

N
National Association of Securities
Dealers Automated Quotatice
System (NASDAQ), 216
Neoclassical trend model, ¢, 25-47,
243
ambivalent trends; 56, 42—43
classical trend model versus, 25,
27, 36, 44-45
confirmeadarenas, 28, 29, 35, 37,
38-39, 4042
inputs, 29
model definition, 30-36
objective, 26-29
rules, 3746, 111
suspect trends, 28-29, 37-38,
39-40, 42, 74
swing points, 31-36, 50-65
time frames, 44-46, 111
volume, 30-31, 74
News, impact on prices, 50-54
New York Stock Exchange
(NYSE), 52
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Noble Corporation, 91-92
Noise, 16

(0]

O’Brien, Tom, 179-181

O’Neil, William J., 215

Over-and-under reversal pattern,
169-171, 172, 173

P
Panic sell-offs, 235-236
Paying up, 53
PEG ratios, 8
Pesavento. Larry, 179-181
Ponzi scheiaes, 128
Potertia! swing points, 31-33,
55-57
Powershares QQQQ Trust Series,
61-65, 122, 123
Price magnets, 142-143, 177-179
high-volume high magnet,
178-179
high-volume low magnet, 177
Price projections, 176-187
AB = CD pattern, 179-186, 259
implications of scale trading,
186-187
magnets, 177-179
Price reversals, 168-176
bear, 236-238
bullish, 238-240
defined, 168
high volume, 171-175
Trading Cube reversal
configurations, 234-240
trading isolated signals versus
combination of signals,
175-176
two-bar, 168-171, 172, 173
Price-to-earnings ratio (PE), 8
Price zones, 124, 131-136
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Primary time frame, 115-116

Primary trends, 15, 16

Profit margins, 8

Program trading systems, 2

Projections. See Price projections

PSPH (potential swing point high),
33, 56

PSPL (potential swing point low),
33, b6-b7

Q

Qualified trends, 243-274
entering trades, 249-258
example of, 244-249

R
Rally, 15
Randgold Corporation, 55-59,
161-166
Rectangle pattern, 2
Red flags, 195
Relative strength, 251-253
Replacing suspect trend, 104:-164
Research in Motion, Ltd., 153
Reset, 113-114
Resistance, 2, 128-121
angular support for, 134-135
defined, 129
determining. 194-195
downtrend, 130
gaps and, 145, 146, 149, 154-155
high-volume anchor bar,
141-143
horizontal, 130, 135-136
identifying, 133-134
Resistance zones, 140, 141,
154-160, 182-184, 260,
267-268
Retest and regenerate sequence,
97-106, 238, 240
accumulation phase, 102
backing and filling, 102
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distribution phase, 103, 235

failure, 100

mark-down phase, 103, 235

market logic of ebb and flow,
101-103

mark-up phase, 102-103

multiple tests on single bar,
103-104

replacing suspect trends,
104-106

subsequent test of newly created
swing point, 100-101

suspect bullish reaffirmation
area, 203

suspect swing point break,

97-98 -11:-114
Retrace, 113-114, 127-128,
154181

Retuirion assets (ROA), 8
Reversals. See Price reversals
rweward-to-risk, 2, 115-116, 182,
184-186, 195, 253, 254-258
Rhea, Robert, 7-8, 13-14, 16
Risk versus reward, 2, 115-116,
182, 184-186, 195, 253,
254-258
Rubicon Mineral, 90-93
Rural/Metro Corporation, 113-115
Russell 2000, 216

S
Scale trading, 186-187
Scaling, 124
Secondary time frame, 115-116
Secondary trends, 15, 16
Securities and Exchange
Commission (SEC), 51
Short-term time frame, 115-116,
117, 119, 121-122
ideal Trade Trend Matrix setup,
213
integrating, 203-205, 208-209
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Sideways trend, 68-70, 84-93
ambivalent, 36, 42-43, 44, 85
confirmed, 36, 40-42, 68, 213,

269-270
continuation, 91-93
creating, 84, 85, 88-89
creation without swing point
test, 84, 85
horizontal price in defining, 69
in long-term time frame, 200-201
suspect, 36, 42, 43, 68, 88-89,
213
transitions, 68-69, 82-84, 85-91,
96
Signals, trading isolated versus
combination of signals,
175-176
Slope, 159-160
SPDR AMEX Financial Select
Index (XLF), 145-148,
198-205, 211, 262-265
SPDR S&P 500 ETF (SPY), 37-43.
45, 60, 67, 69, 144, 175-176;
178, 199-206, 216, 245
SPDR S&P 500 ETF-Interriechate
Term (SPY-IT), 202--203,
246-247, 248, 250.254
SPDR S&P 500 ETF-LT (SPY-LT),
199-202, 246-247, 248
SPDR S&P 500 £1F-Short Term
(SPY-ST), 203-205
SPH (actualized swing point high),
33, 54-56
SPL (actualized swing point low),
33, 56-b7
Sprint Corporation, 44, 86-88,
151-152

Stacked swing points, 63—65

Standardized time frames, 118-120

Support, 2, 128-131
angular support for, 134-135
defined, 128
determining, 194-195

295

gaps and, 145, 149, 154-155
high-volume anchor bar,
141-143
horizontal, 135-136
identifying, 133-134
reality versus, 130-131
Support zones, 140, 141, 154-160,
182, 260
Suspect trend, 28-29, 74, 81
bearish, 35, 39-40, 76-84, 93,
95-96, 99, 213
bullish, 35, 37-38, 39, 77-82,
85-86, 213
defined, 28
replacing, 144--106
sideways; 36, 42, 43, 68, 88-89,
213
Swing peint(s), 31-36, 50-65
actaal, 31-33, 54-56
archor bars and, 137-138,
156-158
breakouts, 92, 97-99, 113-114
cluster, 58-60
formations, 57-65
identically priced, 60-61
identifying, 54-57
information contained in, 74
in intermediate-term time frame,
203
labeling, 65-70
nature of, 31-34
potential, 31-33, 56-57
retest and regenerate sequence,
97-106
stacked, 63-65
testing, 34-36, 73-97, 100-101,
103-104
in trend determination, 50-65
unidirectional, 61-63
validity across time frames, 65
Swing point high (SPH), 33, 34,
53, b4-57, 67, 75, 76, 80-81,
89-90
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Swing point low (SPL), 33, 34,
54-57, 67, 75-76, 89
Swing traders, 119

T
Technical analysis, 5, 7, 9
Technical Analysis of Stock
Trends (Edwards and
Magee), 7
Technical traders, 1-3, 8, 128,
136-137
Time frame integration, 197-206
intermediate-term time frame,
202-203, 208, 209
long-term time frame, 199-202,
208
nature of, 197-198
short-term time frame, 203-205,
208-209
three time frames, 205-206
trading bias, 197-198, 208-209
Time frames, 116-125, 191-214
choosing, 193
classical trend model, 1517,
44-45, 111, 117-112
duration, 117-113
effect of time in irading, 209
effect of trading floors, 210-211
fixed, 120121
integrating (see time frame
integration)
nature of, 116

neoclassical trend model, 4446,

111
single versus multiple, 111-112
121-125, 257-258, 270-271
standardized, 118-120
sufficient number of bars, 120,
121
time frame analysis, 192-197
Trade Trend Matrix, 212-213
trading bias, 192, 206-211

trend determination, 49-50, 60,
62-63, 65, 111
varying bar widths, 44-45, 118,
120
TLT (iShares Barclays 20-Year
Treasury Bond Fund ETF),
192-197
Trade Trend Matrix, 212-213
ideal setups, 213
useful states, 212-213
Trading bias:
defined, 192
establishing, 206-211
risk portion, 207-208
in time frame integration,
197-12¢ 208-209
Trading Cube, 222-226
Tradizig Cube, 219-240
Appie, Inc. example, 223
configurations, 229-234
current trend state, 220-221
divergences, 226-229
generic example, 221
interpreting, 221-226
Microsoft example, 226-229
reversal configurations,
234-240
strongly trending bull market,
231-233
trading bias, 222-226
trading ranges, 233-234
Trading floor:
defined, 210
effect on time frame, 210-211
Trading models, 11
Trading plan, 195
Trading strategies, 112-115
entering trades, 124, 249-258
entry and exit points, 136-161
exiting trades, 124, 263-268
for qualified trends, 243-274
retrace/reset versus breakout,
113-114
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retrace versus momentum,
127-128, 180-182
scale trading, 186-187
strength/weakness indicators,
113
time frame in, 119-120
trader types, 119
use in trading, 179-186
Trading systems, 2-3
program, 2
trend-based, 10, 109-110
Ttransitions:
bearish trend, 86, 87, 89, 90-91,
96-97
bullish trend, 82—-84, 85-86,
87
rules for transitioning between
trends, 74
sideways trend, 68-69, 82-84,
85-91, 96
Trend(s):
bearish (see Bearish trend)
bullish (see Bullish trend)
changes in, 17-18, 76-77
as cyclical smorgasbord; 4344,
45
defining, 7-9
determining (see Trend
determinat.o1.)
in field of tecuinical analysis, 5
importance of, 3, 5
as primary technical tool of
traders, 1-3
trend creation versus trend
qualification, 66—68
true, 47, 193-194, 199
underlying, 127
Trend-based trading systems,
10
Trend determination, 49-71
fundamentals for long term,
49-50
identifying trends, 6570
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labeling trends, 656—70
swing point logic, 50-65
Trend direction, 1
Trend exploitation, 258-263
ebb and flow in, 259-262
locking in gains, 262-263
Trending higher, 53
Trend lines, 2
Trend qualification, 3, 11, 73-107
classical trend model, 14
neoclassical trend model, 29
sideways trend, 85-91
swing point tests, 34-36, 73-75,
79-80
trend contiruation and
transiticns, 75-97
trend creaiion versus, 66—68
Trend ticory, 5-107
anptication (see Application of
trend theory)
classical model, 5-10, 13-23
equality/quality of trends, 1, 6
neoclassical model, 6, 25-47
trend determination, 49-71
trend qualification, 73-107
True trend, 47, 193-194, 199
“Turtle Trading” system, 2
Two-bar reversals, 168-171, 172,
173
defined, 168
over-and-under reversal pattern,
169-171, 172, 173
under-and-over reversal pattern,
171
with volume expansion, 171

U

Under-and-over reversal pattern,
171

Underlying trend, 127

Unidirectional price points,
61-63
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United Natural Gas Fund,
98-101

Uptrend (bull market), 1, 9, 14,
231-233
classical trend model, 18-19
research on uptrend lines,
134-136
Uptrending channels, 159

v
Visa, 178-179, 180
Volume:
anchor bar, 138, 139
confirmed bullish trend, 115
high volume reversals, 174-175
magnets, 177-179
neoclassical trend model, 30-31,
74
two-bar reversals with volume
expansion, 171

w
Wal-Mart Stores, 219
Washouts, 236
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Wells Fargo, 181-183, 186-187,
245, 251-258, 260-262,
265-268

Wells Fargo-Intermediate Term
(WFC-IT), 246-247, 248, 259,
260, 263

Wells Fargo-Long Term (WFC-LT),
246-247, 248, 251-253, 259,
267

Western Refining, Inc., 159-162

Wide-price-spread anchor bars,
139, 143-145

X
XLK Techr<logy SPDR ETF, 222,
227229

‘Zone:
channel, 160-161
price, 124, 131-136
resistance, 140, 141, 154-160,
182-184, 260, 267-268
support, 140, 141, 154-160, 182,
260
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