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A

Acceleration, 23–24
Accumulation/distribution cycles,

165–169, 248–252
Accuracy edge, 194, 244
ADX indicator, 73–77
Aggressive traders and tactics, 213–218,

221, 226–227
AIG, 116–117, 119–121, 123–125
Amazon.com, 24–25
Appel, Gerald, 37
Apple Inc., 57–59, 243–244
Average Directional Index. See ADX

indicator
Average True Range (ATR), 137–138

B

Bar charts, 81–85, 94–95
Bear markets, 165
Bears, 53, 164
Bellafiore, Michael, 114
Beyond Candlesticks: New Japanese

Charting Techniques Revealed

(Nison), 109
The Black Swan (Taleb), 69
Boeing, 122–125
Bollinger Bands, 68–71, 231–232, 241, 249,

251
Bollinger Band Squeeze Play, 241
Bollinger, John, 68
Bollinger on Bollinger Bands (Bollinger),

68
Breadth indicators, 119, 178, 180–181, 186,

245
Breakaway Gaps, 26

Breakout trades, 46, 49–50, 52, 55–58, 65,
70–73, 240–243, 250. See also Price
patterns

Bulkowski, Thomas, 109, 113, 115
Bull flags, 125–134, 246–248, 261
Bullish U.S. Dollar Index ETF (UUP),

237–240
Bulls, 53, 164
Buyers, 53–55, 164

C

Candlestick charts
benefits, 81–82
construction, 82–85
doji, 94–95, 107–108, 232
dragonfly doji, 99–100
engulfing, 90–94, 232
fade trades and, 231–232
gravestone doji, 98–99
hammers, 100–104, 106–108, 232
hanging man, 106–107
inverted hammer, 106–107
Marabozu, 87–90, 107
scenarios, 107–108
shooting stars, 104–106, 232
spinning tops, 95–96, 232
terminology, 85–87
Tri-Star Doji, 96–98

The Candlestick Course (Nison), 109
Chart patterns. See Candlestick charts;

Price patterns
Coca-Cola, 131–134
Commissions, 199–201
Common Components of Any Trade, 227
Common Gaps, 26
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Confidence, 253
Conservative traders and tactics, 213–218,

221, 226–227
Contract position-sizing, 203–204
Costs, 199–201
Coyle, Daniel, 219
Cradle Trades, 255–260

D

Dahlquist, Julie, 146
The Daily Trading Coach (Steenbarger),

270
Derman, Emanuel, 22
Distribution/accumulation cycles,

165–169, 248–252
Divergences

3/10 MACD and, 37–42, 232, 245
fade trades and, 232
negative vs. positive, 30–33
rate of change indicator and, 33–37,

232, 245
Doji candles, 94–100, 107–108, 232
Douglas, Mark, 196, 221, 222, 270
Dow, Charles, 7, 163, 177
Downtrends

defined, 4
Dow Theory and, 7
Moving Average Method and, 13–19
Pure Price Method and, 7–13

Dragonfly doji candles, 99–100

E

eBay, 52–53, 75–76, 98–99
Edge, 115, 190–197, 221, 242–245
Edwards, Robert, 113–114
Electronic Arts, 25–26, 48–49,

91–92
Elliott, Ralph, 163, 176–178
Elliott Wave Principle, 117–118, 130,

176–185, 252
The Elliott Wave Principle (Frost and

Prechter), 177
Emotions, 164–165, 225–226
The Encyclopedia of Candlesticks

(Bulkowski), 109

The Encyclopedia of Chart Patterns

(Bulkowski), 113, 115
Engulfing candles, 90–94, 232
Enhancing Trader Performance

(Steenbarger), 219, 270
Entry, 220–222, 227
Exhaustion Gaps, 26
Exits, 225–227
Expectancy, 197–199
Exponential moving average (EMA), 14,

16–20, 37–38, 72, 118, 237–239, 252
Exxon-Mobil, 103–104, 170–173

F

Fade trades, 224, 229–232, 249–251
Feedback loops, 55–59, 66–71, 74, 76,

249–250
Fibonacci retracements. See also

Retracement trades
bull flags and, 130–132
confluence zones, 153–161
drawing grids, 147–148
example, 150–153
price support, 148–150
in trading, 145–146
uses of, 161–162

Fixed-dollar strategy, 204–205, 207
Fixed-share size, 203–204, 207
Fixed unit size strategy, 204–205
Ford Motor Company, 241–242
FreeStockCharts.com, 147
Frequency of trades, 201–202
Frost, A.J., 177

G

Gaps, 24–26
Gold prices, 139–140, 157–158
Google, 88–90
Gravestone doji candles, 98–99
Grimes, Adam, 114

H

Hammers, 100–104, 106–108, 232
Hanging man candles, 106–107
Hayes, Timothy, 23
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Head and shoulders price patterns,
116–121. See also Inverse head and
shoulders price patterns

How I Trade in Stocks and Bonds

(Wyckoff), 176

I

Ilinski, Kirill, 22
Impulse

breakout, 56, 58, 241
bull flags and, 127–129
buy/sell trades, 260–267
defined, 23
momentum gaps and, 24–26
range expansion and, 51, 53

Indicators
3/10 MACD, 37–42, 232, 245
ADX, 73–77
Bollinger Bands, 68–71, 231–232, 241,

249, 251
breadth, 119, 178, 180–181, 186, 245
momentum, 26–33
range contraction, 65–71
range expansion, 66–68, 71–73
rate of change, 34–37, 232, 245
relative strength index (RSI), 65–68,

249
standard deviation, 68–71, 231–232
stochastic, 65–68, 249
volume, 179–181, 186, 200, 245

Inverse head and shoulders price
patterns, 121–125. See also Head and
shoulders price patterns

Inverted hammers, 106–107
Investors, 164–165

J

Japanese Candlestick Charting

Techniques (Nison), 109
Johnson and Johnson, 31, 35–36, 38–39,

104–105, 232–235

K

Kickoffs, 178, 237, 252, 257, 259
Kirkpatrick, Charles, 146

L

Life cycles of stocks. See Price moves;
Trade setups

Limit orders, 209–211, 221
Long-term moving average, 13–14

M

Magee, John, 113–114
Management, 222–224, 227
Marabozus, 87–90, 107
Market orders, 208–209, 221
Mark-up/mark-down, 176, 249
Martin Pring on Price Patterns (Pring),

113
McClellan Oscillator, 245
Mean departure strategies

breakout trades, 240–243, 250
retracement trades, 222, 243–248,

250–251
Mean reversion strategies

fade trades, 229–232
Johnson and Johnson example,

232–234
reversal trades, 234–239

Measured Gaps, 26
Momentum

3/10 MACD and, 37–42, 232, 245
acceleration/deceleration, 23–24
definition and overview, 21–23
gaps, 24–26
indicator, 26–33
prices and, 52
rate of change indicator and, 34–37,

232, 245
retracement trades and, 243
trend and, 42–43

Momentum Burst, 23
Momentum Indicator, 26–33
Momentum Principle. See Momentum
Monetary edge, 194–196, 242–243
Moving Average Convergence Divergence

(MACD), 37–42, 232, 245
Moving Average Method, 13–19, 72–73,

229–230, 255. See also Cradle Trades;
Exponential moving average
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Multi-timeframe analysis, 265–269
My Life as a Quant: Reflections on

Physics and Finance (Derman), 22

N

New Concepts in Technical Trading

Systems (Wilder), 74
Nison, Steve, 109

O

Open positions, 222–224
Opportunities, 220, 227
Orders, 208–212, 221
Oscillators

3/10 MACD, 37–42, 232, 245
ADX, 73–77
Bollinger Bands, 68–71, 231–232, 241,

249, 251
divergence and, 30–33
McClellan, 245
momentum indicator and, 27–33
overbought/oversold, 65–68, 251
price swings and, 28–29
rate of change indicator and, 34–37,

232, 245
relative strength index (RSI), 65–68,

249
stochastic, 65–68

Overbought/oversold oscillators, 65–68,
251

P

Parker-Hannifin, 256–258
Percent-risked strategy, 205–207
The Physics of Finance (Ilinski), 22
Position size, 202–208, 221–222
Potash Corporation of Saskatchewan,

173–175
Prechter, Robert, 177
Price. See also Price Alternation

Principle; Price moves; Price
patterns

Moving Average Method, 13–19, 72–73,
229–230, 255

Pure Price Method, 7–13

support, 148–150
swings, 8–10, 28–29, 41–42, 52,

153–161
Price Alternation Principle. See also Price

accumulation, distribution, and,
171–172, 248–252

ADX indicator, 73–77
Bollinger Bands, 68–71, 231–232, 241,

249, 251
breakout trades and, 250
buyers and sellers, 53–55
consolidation phase, 48–49
contraction phase, 47–48
defined, 45–46
expansion phase, 49–53
fade trades and, 231
feedback loops, 55–59, 66–71, 74, 76,

249–250
moving averages, 72–73
relative strength index (RSI), 65–68,

249
stochastic, 64–68, 249
triangles and, 134–135, 138

Price moves
accumulation phase, 165–166,

248–250
charts, 169–176
distribution phase, 167–169, 251–252
realization phase, 166–167, 249–251
real-time identification of, 185–186
trade setups and, 248–252

Price patterns
bull flags, 125–134, 246–248, 261
definition and overview, 111–116
head and shoulders, 116–121
inverse head and shoulders price

patterns, 121–125
rounded reversal, 23, 106, 170,

266
triangles, 134–143
use of, 143–144

Pring, Martin, 4, 10, 113, 166, 236, 252
Probability, 190–197, 225
Pruden, Hank, 176
Pullbacks. See Retracement trades
Pure Price Method, 7–13
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R

Random Walk Theory, 192
Range contraction indicators, 65–71
Range expansion indicators, 66–68, 71–73
Raschke, Linda Bradford, 40
Rate of change (ROC) indicator, 34–37,

232, 245
Realization phase, 166–167, 249–251
Relative strength index (RSI), 65–68, 249
Research in Motion, 183–185
Retracement trades, 222, 243–248,

250–251. See also Cradle Trades;
Fibonacci retracements

Reversal strategies, 234–239, 251–252. See

also Cradle Trades
Reward-to-risk relationshp, 196–197
Rinse and wash situations, 226
Risk, 212–218
Rounded reversal price patterns, 23, 106,

170, 266
R-value strategy, 205–207

S

Schabacker, Richard, 113–114, 213,
217

Sears Holdings, 50–51, 59–64, 65–75,
100–101, 142–143, 155–157

Sellers, 53–55, 164
Shooting stars, 104–106, 232
Short sellers, 54–55
Short-term moving average, 13–14
Sigma Bands, 69
Simple moving average, 13, 16
Slippage, 199–201, 211
Small money investors, 164–165
Smart money investors, 164–165
Software, 145–147, 164
Spinning tops, 95–96, 232
Standard deviation indicators, 68–71,

231–232
Steenbarger, Brett, 219, 270–271
Stochastic index, 65–68, 249
StockCharts.com, 147
Stock Market Techniques (Wyckoff), 176
Stop-gun situation, 226

Stop-loss orders, 211–212, 221, 226–227
Swings, 8–10, 28–29, 41–42, 52, 153–161

T

Taleb, Nassim, 69
The Talent Code (Coyle), 219
Technical analysis, 4–7, 236
Technical Analysis Explained (Pring), 4
Technical Analysis and Stock Market

Profits (Schabacker), 113
Technical Analysis of Stock Trends

(Edwards and Magee), 113–114
Technical Analysis, Power Tools for

Active Investors (Appel), 37
Technical Analysis: The Complete

Resource for Financial Market

Technicians (Kirkpatrick and
Dahlquist), 146

Tharp, Van, 203
3/10 MACD Indicators, 37–42, 232, 245
Timeframe price structure analysis,

265–269
The Top Three Skills of Top Trading

(Pruden), 176
Trade execution tactics

limit orders, 209–211, 221
market orders, 208–209, 221
risk, 212–218
stop-loss orders, 211–212, 221, 226–227

Trade exits, 225–227
Trade management, 222–224, 227
Traders, 53–55, 164–165, 213–215
Trade setups

Bollinger Band Squeeze Play, 241
classification of, 228
components, 219–227
confidence, 253
Cradle Trades, 255–260
Impulse Buy/Sell, 260–267
life cycle, 248–252
mean departure strategies, 240–248
mean reversion strategies, 229–239
multi-timeframe analysis, 265–269

Trade Your Way to Financial Freedom

(Tharp), 203
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Trading in the Zone (Douglas), 196–197,
221, 270

Trend. See also Downtrends; Uptrends
defined, 3–4
fade trades and, 230
identification of, 5–6
momentum and, 42–43
Momentum Burst and, 23
Moving Average Method, 13–19, 72–73,

229–230, 255
Pure Price Method, 7–13
retracement trades and, 243
reversals, 10–13, 16–20, 234–239,

251–252, 267
weight of the evidence, 10–13,

252
Trend Continuity Principle. See Trend
Triangles

ascending and descending, 140–142
Price Alteration Principle and, 134–135,

138
rules for entry, stops, and targets,

137–140
symmetrical, 135–137

Tri-Star Doji candles, 96–98

U

United Technologies, 150–153
Uptrends

defined, 4
Dow Theory and, 7
fade trades and, 230–231
Fibonacci retracement grids and,

147–148, 155–158
Moving Average Method and, 13–19
Pure Price Method and, 7–13

U.S. Steel, 261–263, 265–266

V

Visa, Inc., 246–248
Volatility, 68–71, 138, 168, 200
Volume indicators, 179–181, 186, 200, 245

W

Wilder, Wells, 74
Wyckoff, Richard, 114, 175–176, 177–178

Y

Yahoo Inc., 93–94, 102–103
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