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Index

A

Absolute performance, 187
Advance-decline line, 163–164

impact, 164, 166
American Stock Exchange (AMEX),

214, 215
sector SPDRs, trading, 258, 260

Arithmetic scale, usage, 46
Ascending triangles, 66
Asset allocation process, 140, 142
Asset classes, comparison, 142
Assets, RS analysis, 186
Average directional movement (ADX)

line, 133
usage, 133

B

Back-testing, 70–71
rules, 3

Bands. See Bollinger bands
impact. See Monthly charts; Weekly

charts
width, importance, 92

Bank accounts, FDIC protection,
284

Bar charts, 41–42
pattern, 298

Barclays Global Investors, ETF
market, 251

Bear ETF, usage, 253, 255
Bearish Reversal Patterns, 300
Bear market rally, completion,

291
Body

box, usage, 295

Bollinger bands, 87
application, 92, 95

Bond ETFs, 267, 269
Bonds, price

increase, 147
Bond/stock ratio, 144

2007 level, shift, 147
Brazil, Russia, India, and China

(BRIC), ETFs
existence, 269

Breakdown, identification, 281
Breaking support, 18
Breakout, identification, 281
Bullish engulfing pattern, 298
Bullish MACD alignment, positive

histogram (impact), 130
Bullish Percent Indexes (BPI), 179,

181, 289, 291
point-and-figure version, 181–182

Bullish Reversal Patterns, 300
Bull markets, bear market (40 percent

line separation), 177
Buy decisions, 304
Buy signal, 100, 221, 301

C

Canada iShares (EWC), relative
strength ratio, 275

Candlestick
charts, 43

time adjustment, 46
patterns, 287, 297

Candlestick Charting Explained

(Morris), 300
Change oscillators, rate, 99
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308 INDEX

Channel lines, 34
Charting

criticism, 10
principles, 46

Chartists, problems, 7
Chart Pattern Recognition Software

(Equis International), 71
Charts. See Daily charts; Monthly

charts; Weekly charts
future perspective, 8–9
patterns, 52, 54–55, 61

interpretation, 54–55
recognition software, 70–71

speed, 8
types, 41–43

ChartSchool
web site, 286–287

Chicago Board of Exchange (CBOE),
214

volatility (VIX) index, 217, 221
Chinese stocks

decline, 200
leadership loss, 200, 202

Closed-end mutual funds, 228
Closing price, representation, 41
Commodities

baskets, ETFs (usage), 263
exporters, support, 156
increase, 142–144
mutual funds, 247
prices, increase, 258
purchase, 247

Commodity/bond ratio, increase,
144

Commodity ETFs, 263
Commodity-related ETFs, 258
Commodity-related stocks, 153
Commodity Research Bureau (CRB)

CRB/Bond ratio, 186
CRB/S&P ratio, 142
CRB/Treasury bond ratio, 186

Commodity Research Bureau (CRB)
Index, 142

price bars, increase, 155
Computers, availability, 1–2
Consolidation range, 55

Consolidations. See Markets
Consumers

discretionary breakdown, 232
discretionary stocks, rotation,

196
oil, impact, 173

Consumer Staples (XLP)
performance, 235
portfolio, 193

Continuation patterns, 52, 54, 300
Contrary indicator, 158, 217
Core holdings, mutual funds (usage),

253
Crossings, examination, 105, 107
Crossover signals, generation, 76
Crossover technique, 123
Crude oil prices

doubling, 173
Currency Shares Euro Trust, 263
Currency trading, limitation, 267
Curving trendline, 76
Cut in half rule, 38

D

Daily charts, 28
timing, 107

Daily signals, weekly signals (blending
process), 125, 128

DecisionPoint, web site, 294
Default value, 103
Definitive Guide to Point and Figure

The (du Plessis), 306
Descending triangles, 66
Discounting mechanism, 8–9
Divergences, 97–99. See also Moving

average convergence
divergence; Negative
divergences; Relative strength
index

display,
advance-decline, impact, 164, 166

Dollar
foreign stocks, linkage, 152
value, decrease, 147, 150

Domestic stock funds, categorization,
2
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Index 309

Dorsey, Thomas, 306
Double bottom, 52, 54–55, 228

breakdown, 301–302
reversal pattern, 193

Double top, 52, 54–55, 228
breakout, 301–302

Double top and bottom, 52
usage, 54–55

Doubling technique, 38
Dow, Charles, 173
Dow Jones AIG Commodity Index,

247
Dow Jones World Stock Index, 159
Down days, loss, 104
Downside crossing, 235
Downside weekly reversal, 38
Down trendline, 31
Dow Theory, 173
du Plessis, Jeremy, 306

E

EAFE Index iShares (EFA), 269
Economic fundamentals, discounting,

171
Economic slowdown, bond price

movement, 145
Elliott wave analysis, 36
Emerging market ETFs, 252
Energy

markets, increase, 263
stocks, increase, 152

Energy Sector SPDR (XLE)
relative strength ratio, 153

Envelopes, 87. See also Trading
envelopes

EOG Resources, 215
Exchange-traded funds (ETFs), 2, 140,

251, 283. See also Bond ETFs;
Commodity ETFs; Foreign
currency ETFs; International
ETFs; Inverse sector ETFs

hedge usage, 253
impact, 4
mutual funds, contrast, 252–253
usage. See Bear ETF; Sector ETFs

Exponentially smoothed average, 77

F

Failure swing, 105
Fast stochastics, 112

slow stochastics, contrast, 110,
112

Federal Reserve Board, charting
(usage), 65

Fibonacci ratios, importance, 36
Fidelity International Real Estate

Fund, 240
Fidelity Investments, portolios, 229
Fidelity Latin American Fund, 240
Fidelity Select Construction/Housing

Fund, 232
Fidelity Select Consumer

Discretionary Portfolio, 232
Fidelity Select Electronics Fund, 235
Fidelity Select Funds, 294
50 line, crossing (examination), 107
50-percent retracement, 34
Foreign currency ETFs, 263, 267
Foreign currency trends, visual

investor actions, 258
Foreign markets, diversification, 158
Foreign stocks

dollar, relationship, 153, 156
Formation signals, 65–66
40 percent line, separation, 177
40-week average

usage, 78
FTSE/Xinhua China iShares, increase,

196
Fundamental analysis, 6
Fundamental data, technical data

(blending), 229
Fundamentals

discount, 9
relationship. See Prices

G

Global bull market, diversification,
158

Global decoupling, 156, 158, 161
Global funds, 2
Global liquidity, providing, 158–159
Global stocks, yen (impact), 158–159
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310 INDEX

Gold
consideration, 140–141
stocks, comparison, 190

Gold-oriented funds, performance, 152
Gold price

increase, 150
Gold/Silver Index (XAU), 214
Granville, Joseph, 50, 52
Great Depression, 284

H

Halving technique, 38
Hard assets, 142
Head and shoulders, identification,

222
Head and shoulders bottom, 52, 54, 65
Head and shoulders pattern, 61. See

also Inverse head and shoulders
pattern

measurement, 65
Head and shoulders top, 52, 54
Histogram, 128, 130
Homebuilders

linkage. See Retailers
Housing Index (HGX), 214

I

Indicators. See Lagging indicators
classes, 75–76
combination, 119
concepts, importance, 4
usage, 228–229

selection, 130, 133
Industry groups, 207

information, 214
leaders, 213–214

Inflation, impact, 244
Interest-sensitive shares, favoring, 186
Intermarket analysis, 4, 158

usage, 6
Intermarket Analysis: Profiting From

Global Market Relationships

(Murphy), 139, 159
Intermarket book (2004), review, 159
Intermarket relationships,

understanding, 140

Intermarket Technical Analysis

(Murphy), 139
International ETFs, 252, 269, 275
Internet charting services, availability,

1–2
Intraday charts, 46
Inverse ETFs, 253
Inverse fund, mirror image, 255
Inverse head and shoulders pattern,

61
Inverse sector ETFs, 260
Inverse stock funds, 247, 250
Investors

information, necessity, 3
performance, improvement, 283

Investor’s Business Daily (IBD),
resource, 288

J

Japanese Candlestick Charting

Techniques (Nison), 295, 300
Japanese candlesticks, 295
Japanese yen/U.S. dollar relationship,

157

K

KBW Bank Index (BKX), 214
Key reversal day, 38

L

Lagging indicators, 75
Lane, George, 110
Large caps, rotation selection, 196
Large-cap/small-cap ratio, 196
Large-cap stock funds, 2
Latin America

mutual funds, 240
Lehman Brothers

bankruptcy, 283–284
Lehman International Treasury Bond

ETF, 267
Linear scale, usage, 46
Line charts, 43
Logarithmic charts (semilog charts)

price measurement, 46, 50
Longer-range momentum, 100
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Index 311

Longer-range trend analysis, 31
Long-term analysis, 142
Long-term support line, break,

164
Long-term trend, 25, 28, 77

M

Major trend, 25
monitoring, 76

Market analysis
fundamental analysis, relationship,

9
time, importance, 28
usage, reasons, 5–6

Markets
accuracy, 9–10
breadth, 163

measurement, 163–164
carpets, 211, 215

usage. See Stocks
downtrend, example, 128
extremes, subjectivity, 100
indicator, technology (usage), 260
leaders, identification, 193
linkages, 4, 139

study, 6
longer-term trend, 25
new leaders, identification, 189
overbought/oversold characteristic,

75
potential, 61
scans, ability, 288–289
sectors, rotation (presence), 198
study, reasons, 7
tendencies, awareness, 34, 36, 38
timing, discouragement, 252–253
trends

action, 10
importance, 4

volatility, adjustment, 92
Materials Sector SPDR, 258
McClellan Breadth Indicators, 294
Measuring techniques, 61, 65
Media

impact, 279–280
viewpoints, shift, 280

Midsize funds, 2
Momentum, 99–100

oscillators, 99
usage, 223

Monthly charts, 28
bands, impact, 92, 95
construction, 46
usage, 107

Monthly signals, examination,
130

Morningstar, rating system, 229
Morris, Gregory L., 300
Moving average convergence

divergence (MACD), 77, 228
alignment, 130
construction, 121–123
divergences, 125
histogram, 128
improvement, 128, 130
indicator, 121

usage, 223
oscillator, function, 123, 125
system, study, 123
trend-following indicator, 123

Moving averages, 75, 76, 110. See also

Shorter moving average;
Weighted moving average

combination, 78, 87, 92, 95
crossing, 235
lengths, 77–78
lines, violation, 164
usage, 281

M pattern, 55
MSCI Emerging Markets iShare

(EEM), 269
Multinational stocks, 166, 169
Mutual funds, 227–228, 247. See also

Nontraditional mutual funds;
Traditional mutual funds

categories, 2
contrast. See Exchange-traded

funds
expansion, 1–2
rankings, 229
selection, complexity, 1–2
tools, 222
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312 INDEX

N

NASDAQ 100, trading, 255, 258
Natural gas

breakout, 232
components, 215, 217
leadership, identification, 215

Natural Gas INdex (XNG), 214, 215
Negative directional indicator (-DI),

133
Negative divergences, 105, 164, 166

development, 169
location, 166, 169

Negative ROC, impact. See Technology
Negative volume numbers, cumulative

total, 52
Net asset value (NAV), 228
New Concepts in Technical Trading

Systems (Wilder, Jr.), 100
New York Stock Exchange (NYSE)

Bullish Percent Index, 179, 181
Composite Index, 177, 179

New York Stock Exchange (NYSE)
advance-decline line, 163–164

moving average violation, 164
19-day exponential moving average

(EMA), 39-day EMA
(differences), 294

Nison, Steve, 295, 300
Nontraditional mutual funds, 229–230
Nontrending mode, 133

O

Oil, impact. See Consumers
Oil Service Holders (OIH), ratio, 198
On-balance volume (OBV), 50, 52

helpfulness, 54
One-third retracements, 36
Online bookstore, usage, 287–288
Open-end mutual funds, 228

charting adjustments, 228–229
Opening price, representation, 41
Oscillators, 75. See also Momentum;

Rate of change
analysis, negative divergences

(usage), 166
rate. See Change oscillators

systems, examination, 281
usage, 228

Overbought/oversold areas, 113
Overbought/oversold conditions,

measurement, 97
Overnight bank lending rates,

increase, 284

P

Paper assets, shift, 142
Pattern recognition, 71
Percentage retracement, 34
Percentage weightings, conversion, 77
Performance charts, 209–210
Philadelphia Stock Exchange (PHLX)

Housing Index, 171
PIMCO Commodity Real Return Fund

(PCRAX), 247
Point and figure (P&F) charting, 301
Point and figure (P&F) charts, 66, 70

variation, 304–305
Point and figure (P&F) sell signal, 305
Point and figure (P&F) signals,

304–306
Point & Figure Charting (Dorsey),

306
Portfolios

energizing, 240
monitoring, 3

Position (determination), weekly
signals (usage), 112–113

Positive directional indicator (+DI),
133

Positive volume numbers, cumulative
total, 52

PowerShares QQQ Trust (QQQQ), 255
Prices

action, volume (impact), 281
determination, 66
fundamentals, relationship, 282
information, 46
objectives, determination, 92
patterns, 61

discovery, 41
height, 61
identification, 28
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Index 313

range, 41
trends

concentration, 280
confirmation, 52

Primary trend, 25
interruption, 41

ProFund Falling Dollar Fund (FDPIX),
244, 247

ProFunds Rising Rates Opportunity 10
Fund (RTPIX), 244

ProShares UltraShort Lehman 7-10
Year Treasury ETF, 267

ProShares Ultra Short Lehman 20+
Year Treasury ETF, 267

ProShares Ultra Short QQQ (QID), 255
Pullbacks. See Markets

Q

Quadruple bottom breakdown, 303
Quadruple signals, 302–304
Quadruple top breakout, 302

R

Rate of change (ROC)
interpretation, 100
oscillators, 99
usage, 228

Ratio method, usage, 99
Readers Choice Awards, usage,

285–286
Reading resources, 292, 298
Real body, 43
Real estate, global characteristic, 240
Recession

bond price movement, 145
possibility, 158

Regular ETFs, 253
Relative strength index (RSI), 100–101,

104–105, 107
divergences, 105

interpretation, 112
volatility, 105

oscillator
range, 100
usage, 228–229

ratio, usage, 104

stochastics, combination, 113, 119
time spans, usage, 103
values, modification, 104–105

Relative strength (RS)
absolute performance, contrast, 187
analysis, 4, 186

usage, 229
line, 142, 181
performance, chart analysis

(combination), 187
ratio, 142
usage, 185–186, 190. See also Stocks

Resistance
definition, 18
levels, 18, 280

Retailers
homebuilders, linkage, 171

Retail ratio, decline, 235, 240
Retail stocks, performance, 169, 171
Retracements. See One-third

retracements; Two-thirds
retracements

levels, derivation, 36
Reversal patterns, 52, 54
Rising rates fund, 238
Role reversal, 18, 25
Rotation, 185
Running markets, 112
Russell 2000 Small Cap Index,

decrease, 250
Rydex Inverse Russell 2000 2X

Strategy Fund (RYIZX), 247

S

Scales, differences, 50
Scaling, 46, 50
Secondary trend (intermediate trend),

25
Sector ETFs. See Inverse sector ETFs

usage, 258, 260
Sectors, 207

carpets, 211–212
funds, selection, 230
industry groups, contrast, 208–209
information, 214
investing, 282–283
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314 INDEX

Sectors (Continued)
performers, ranking, 210
rotation

components, 193, 196
trends, monitoring (necessity), 214

Sell decisions, 304
Sell signal, 100, 221, 301
Semiconductor (SOX) Index, 214
Sensitivity, P&F chart variation,

304–305
70/30 lines, crossing (examination),

105, 107
Shadow, 43, 295
Shorter moving average, level, 78
Shorter-term analysis, 31
Short-term rates, decrease, 149
Short-term trend, 25, 28
Short-term upside reversal,

occurrence, 298
Simple average, 76

weighting/smoothing, 77
Single-Day Patterns, 300
Slow stochastics, 110
Small-cap funds, 2
Small-cap stocks, 166, 169
Standard deviation, 87, 92
Standard & Poor’s 500 (S&P500)

price, doubling, 269
usage, 153

Standard & Poor’s 600 Small Cap
Index, 196

Standard & Poor’s Guide to Sector

Investing (Stovall), 208
Standard & Poor’s (S&P)

Equity Research, 208
State Street, ETF market, 251
Stochastic lines. See Semiconductor

Index
crossings, 112

Stochastic oscillator, 110–113
Stochastics

contrast. See Fast stochastics
meaning, 110

StockCharts
P&F value, offer, 304
stock scans, 288–289
web site, 286

Stock market
decline, 284
division, 208
economy, relationship, 281–282
peak, 283–284
rotation, relationship, 210

Stocks
bull market, 145
holding, hedging, 253
identification, 215
leaders (identification), market

carpet (usage), 212–213
performance. See Retail stocks
price

decline, 146–148
relative strength, usage, 190
RS, usage, 186
scan candlestick patterns, 300
sectors, division, 2

Stovall, Sam, 208
Subprime mortgages, problems, 196
Supply/demand

consideration, 7–8
laws, basis, 282

Support
levels, 18, 280

violation, 301–302
test, 18

Symmetrical triangle, 66

T

T. Rowe Price, mutual funds,
229–230

Technical analysis, 280
Technical Analysis of Stocks &

Commodities, 285–286
Technology

market indicator, 260
SPDR (XLK), 260

Technology, negative ROC (impact),
235

TeleChart, 278
Time

importance. See Market analysis
information, 46
selection, 46

Time filter signals, 113
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Index 315

Timing, importance, 13
Top-down analysis, 186
Trading envelopes, 87

Bollinger bands, contrast, 92
Trading ranges, 55
Traditional mutual funds, 229–230
Transportation stocks, problems,

175
Transports

confirmation, 175
Trend-following indicators, 75–76,

123
moving average lines, relationship,

78, 87
Trending

environment, 78
mode, 133

Trendlines, 31. See also Curving
trendline

analysis, 198
drawing, 66, 281

process, 31, 34
support/resistance, 31

Trends, 6
changes, identification, 198
definition, 15, 18
usage, 15
zig-zags, 34

Triangles, 52, 65–66. See also

Ascending triangles;
Descending triangles

identification, 222
Triple bottoms, 52, 55

breakdown, 302
usage, 55, 61

Triple signals, 302–304
Triple tops, 52, 55

breakout, 302
usage, 55, 61

20-day average, usage, 77–78
20-day moving average, 87
200-day average

construction, 76
downside crossing, 229
NYSE stocks

relationship, 175, 177, 179
popularity, 77

200-day line, usage, 77–78
200-day moving average, 177

housing, relationship, 230, 232
Two-thirds retracements, 36

U

Ultra funds, 247, 253
potential, 252

Ultra-Short Financials ProShares
(SKF), 260

Upside reversal day, 298
Upside weekly reversal, 38
Uptrend

example. See Markets
Up trendline, 31
U.S. dollar

fund. See ProFund Falling Dollar
Fund

rate, decline, 147, 150
U.S. Dollar Index, 140, 244
U.S. interest rates

dollar, impact, 147
U.S. Treasury Bond, price, 143
U.S. Treasury Note

ten-year note, price, 147
yield

U.S. Dollar Index price,
correlation, 150

V

Vanguard
ETF market, 251
mutual funds, 229–230

Visual analysis
chart analysis/technical analysis, 6
strengths, 9
usefulness, 280

Visual investing
benefits, 3
definition, 5
nomenclature, reason, 279
simplicity, necessity, 280–281

Visual tools, universality, 281
VIX. See Chicago Board of Exchange

volatility index
Volatility, 28, 66, 92

movement, 104
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316 INDEX

Volume
analysis, 50–52, 228–229
usage, importance, 54

W

Web site, selection, 285
Weekly charts, 28

bands, impact, 92, 95
construction, 46
usage, 107

Weekly indicator, appearance, 125
Weekly reversals, 38. See also

Downside weekly reversal;
Upside weekly reversal

Weekly signals, impact, 112–113
Weekly stochastic indicator, usage, 113
Weighted moving average, 77
Wilder, J. Welles, 100
W pattern, 55

Y

Yen
carry trade, 158
increase, 158–159

Z

Zero line, 99, 125
histogram, relationship, 128
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