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Absolute return:
basic price analysis strategies, 13
options for investors, 6

Accuracy, required in charting trading tools,
83–84

Advance charting techniques, 123–136
diagonal trend lines, 133–136
horizontal 5-point trend channels, 132
support and resistance lines, 123–132

Advance/decline line, as technical indicator for
stocks, 23

Algorithmic trading, 5
Apple Inc., 12
Ascending trend lines. See Trend lines
Axis ratios, of PHI-ellipses, 142–143,

145–146

Barclay CTA Index, 26
Barclay Equity Long/Short Index, 26
Bearish belt-hold candlestick formation, 58
Bearish engulfing pattern candlestick formations,

59
Bear market, Elliott Wave Principle and, 45
Bear traps, Fibonacci corrections and, 31
Belt-hold candlestick formations, 58
Benchmarking:

adopted by institutions as investment strategy,
14–15

stock funds and, 6
Berkshire Hathaway, 12–13
Black body candlestick formation, 62–63
Bleichröder, Gerson von, 12
Bottom-up approaches, to investing, 18
Brokers, as players in competitive market

environment, 4
Buffett, Warren, 12–13
Bulkowski, Thomas N., 66, 68–70, 72–76. See also

3-point chart patterns
Bullish belt-hold candlestick formation, 58
Bullish engulfing pattern candlestick formations,

59

Bull market, Elliott Wave Principle and, 45
Bull traps, Fibonacci corrections and, 31
Buy-and-hold strategies, price analysis and, 14,

18, 24

Candlestick chart patterns, 56–64
basic features, 56–57
most and least common formations, 62–64
selected formations, 57–62

Capital asset pricing theory (CAPT), 7–9
Chart pattern analysis/recognition:

advanced charting techniques, 123–136
ascending and descending trend lines, 85–96
basic requirements for trading on, 79–84
candlestick chart patterns, 56–64
Elliott Wave Principle, 45–49
Fibonacci ratios and clusters, 29–44
integrated trading concept based on trend lines

and trend channels, 95–96, 112, 113–122
price analysis based on Fibonacci and Elliott,

50–51
technical analysis versus, 20–22
3-point chart patterns, 64–77
time analysis based on Fibonacci and Elliott,

49–51
trend channels, 96–113

Co-hosting computer model, 5
Co-incident indicators, 17
Comex Gold Futures Index:

diagonal trend lines, 135–136
integrated trading concept based on trend

lines and trend channels, 139
Commodities, timing and, 13
Competitive market environment, 1–10

diversification and, 9–10
exchanges and chance, 1–2
players in, 3–6
price movement predictability, 2–3
risk and, 7–9

Computer-generated trading signals, 79
Concentration, versus diversification, 9, 10
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Consecutive peaks and valleys, 85
Consistency, in execution, 15
Consolidation and reversal, 3-point chart

patterns, 75
Constant scale, in Fibotrader Software, 81, 84

PHI-ellipses and, 157–158
Corrections (Fibonacci), 30–38, 44

basic features, 30–31
entry rules, 32–34
profit targets, 35
safe investing during, 31–32
scaling of, 31–32
stop-loss rules, 34–35

Dark-cloud cover candlestick formation, 61
DAX Futures Index:

false breakouts, 124
Fibonacci corrections, 33–34
Fibotrader Software and simulation of

historical data, 117, 184
five-peak pattern and forecasting, 195
5-point trend channels, 111–112, 132
4-point support and resistance lines, 124–125
head-and-shoulder formation, 67–68
key reversal day, 71
PHI-ellipses, accuracy and tolerance, 164
PHI-ellipses, constant scale, 159–160
PHI-ellipses, entry rules, 165–167
PHI-ellipses, five peaks and valleys, 153
PHI-ellipses, four peaks and valleys, 150–152
PHI-ellipses, peak/valley structure, 161–163
PHI-ellipses, runaway markets, 176–177
PHI-ellipses, time analysis, 178–180
profit targets, 36–37
resistance lines and false breakout, 129–131
support lines and false breakout, 128
trading in diversified portfolio, 207–209

Dennis, Richard, 25
Descending trend lines. See Trend lines
Descending triangle formation, 3-point chart

patterns, 72
Diagonal trend lines, 133–136
Discipline, required to use charting trading tools,

84
Diversification:

capital asset pricing theory and, 8
concentration versus, 9, 10
key parameters of successful, 9
PHI-ellipses and, 189
timing and, 10
trading of diversified portfolio,

204–209
Doji pattern candlestick formation, 60

Economic development indicators, 16
Economic progress, laws of, 16
Efficient frontier, risk and, 8–9
Elliott, Ralph Nelson, 44, 48. See also Elliott

Wave Principle
Elliott Wave Principle. See also 3-point chart

patterns; PHI-ellipses
basics of, 45–49
Fibonacci ratios and, 44–56
“perfect stock market cycle,” 45–46
price analysis based on Fibonacci and,

51–56
time analysis based on Fibonacci and, 50–51

Encyclopedia of Chart Patterns, The

(Bulkowski), 66
Engulfing pattern candlestick formations, 59
Entry rules:

Fibonacci corrections and, 32–34
Fibonacci extensions and, 41–43
PHI-ellipses and, 165–167, 173
trend channels and, 105–106
trend lines and, 89–93

ETFs, as alternative to buy-and-hold strategies,
14, 15

EUR/USD:
diagonal trend lines, 133–134
Fibonacci extensions, 41–43
Fibotrader Software and simulation of

historical data, 118, 181–182, 185
five-valley pattern and forecasting, 195
peaks and valleys and, 86–87
PHI-ellipses, entry rules, 168
PHI-ellipses, trend channels, 190–192
PHI-ellipses, trending markets, 173–174
PHI-ellipses, trend lines, 192–193
price analysis with Elliott Wave Principle,

53–55
trend channels, 99–100

Evening star candlestick formation, 61–62
Exchange members, as players in competitive

market environment, 4
Extensions and clusters (Fibonacci), 38–44

basic features, 39–40
entry rules, 41–43
profit targets, 41–43
stop-loss rules, 41–43

Failure rate, 3-point chart patterns, 75
Falling wedge formation, 3-point chart patterns,

73–74
False breakouts:

Fibonacci corrections and, 31
resistance lines based on 3 peaks and, 128–131
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support lines and, 124
support lines based on 3 valleys and, 125–128

Fast peak, defined, 162
Fast valley, defined, 162
Fibonacci (Leonardo of Pisa), 29
Fibonacci ratios and clusters, 29–44

as basic structure of PHI-ellipses, 144–146
Elliott Wave Principle and, 44–56
Fibonacci corrections, 30–38, 44
Fibonacci extensions and clusters, 38–44
Fibonacci ratio, 30
Fibonacci summation series, 29–30
PHI-ellipses and trading tools, 142–144,

190–193
price analysis based on Elliott and, 51–56
time analysis based on Elliott and, 50–51

Fibotrader Software:
advantages of, 81–85, 137
Fibonacci extensions and, 40
simulation of historical data with, 181–190
trading diversified portfolio and, 204–209
trading single stock and, 200–204
trading tools included in, 82–83
trend channels and trend lines, simulation of

historical data with, 114–122
Fidelity Magellan Fund, 199
Financial crisis of 2008:

capital asset pricing theory and, 8–9
hedge funds and, 4–5
stock funds and, 6

Firms, as players in competitive market
environment, 4

Fischer Finance Consulting (FFC), modified
approach to trend channels, 98–112

adjustment of trend channels, 109–110
best-fit tolerance of trend channels, 107–108
connecting trend channels, 102–104
defining trend channels, 100–102
entry rules and stop-loss rules, 105–106
5-point trend channels, 110–112
horizontal trend channels, 108–109
outside peaks and valleys, 108
peak/valley exceptions, 106–107
peak/valley structure, 104–105

Fischer-transformed PHI-ellipses. See

PHI-ellipses
Five peaks and valleys:

PHI-ellipses and forecasting, 194–197
PHI-ellipses, final structure, 152–154
PHI-ellipses, final structure patterns, 154–157

5-point trend channels, 110–112
horizontal, 132
trading with, 201

Flag formation, 3-point chart patterns, 72–73
Flash crash of 2010, 5
Forecasting:

Elliott Wave Principle and Fibonacci, 48–49,
52–53

PHI-ellipses, 194–197
Four peaks and valleys, PHI-ellipses structure

and, 149–152, 154
4-point support and resistance lines, 124–125
Fundamental analysis, 15–20

co-incident, 17
globalization and, 200, 211
indicator categories, 16
investment styles, 18–19
key problems of, 19–20
lagging indicators, 17–18
leading indicators, 17

Funds, as players in competitive market
environment, 4

Futures, investing in, 25

Globalization, fundamental analysis and, 200, 211
GNP, as indicator, 16–17, 18

Hammer candlestick formation, 58, 62–63
Hanging man candlestick formation, 58
Harami pattern/Harami cross candlestick

formations, 59–60
Head-and-shoulder formation, 3-point chart

patterns, 67–68
Hedge funds:

as players in competitive market environment,
4–5

technical analysis and, 25–27
High-frequency trading (HFT), 5
Hill, J.R., 49
Horizontal trend channels, 108–109, 132
Hunt brothers, 13

IBM, trading on long and short signals, 200–204
Indicators, in fundamental analysis, 15–18
Inside day harami pattern, 59
Integrated trading concept, based on trend lines

and trend channels, 95–96, 112, 113–116
basic features, 113–114
simulation of historical data with, 114–122

Inverted hammer/inverted black hammer
candlestick formations, 63

Investor behavior:
fundamental analysis and investment styles,

18–19
indicators for determining, 16
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Investor behavior (Continued)
optimism and pessimism and, 24, 211
as technical indicator for stocks, 24

Irregular tops and bottoms, Fibonacci
corrections and, 30

Japanese yen. See USD/JPY

Key reversal days, 3-point chart patterns, 70–71

Lagging indicators, in fundamental analysis,
17–18

Laws of economic progress, 16
Leading indicators, in fundamental analysis, 17
Linkage/overlapping, of PHI-ellipses, 169
Long-term capital investors, as players in

competitive market environment, 4

Magellan Fund, 199
Majani, Giovanni, 62–63
Markowitz, Harry, 7–8, 204
Monetary development indicators, 16
Morning star candlestick formation, 61–62

New highs and new lows:
Fibonacci corrections and, 30
as technical indicator for stocks, 24

Nonconsecutive peaks and valleys, 86–87

1-bar peaks and valleys, 87–88
Optimism/pessimism of investors:

avoiding overconfidence, 211
as technical indicator for stocks, 24

Options, as alternative to buy-and-hold
strategies, 14

Outside peaks and valleys, 108

Patience, required to use charting trading tools,
84

Pattern, in Elliott Wave Principle, 45
Peaks and valleys:

consecutive, 85
defining trend channels, 104–105
five peaks and valleys, 152–157, 194–197
four peaks and valleys, 149–152, 154
investor behavior and, 80
nonconsecutive, 86–87
1-bar peaks and valleys, 87–88
outside peaks and valleys, 108
peak/valley maker, in Fibotrader Software, 84
PHI-ellipses and, 161–164
three peaks and valleys, 125–131, 148–149,

153
trend channels and exceptions, 106–107

2-bar peaks and valleys, 88–89
types of, 87–89

P/E ratio, investment styles and, 19
PHI-ellipses. See also PHI-ellipses, rationale

behind use as trading tool
advantages and disadvantages of, 146–148, 189,

197–198
applications of, 181–190
in combination with other Fibonacci trading

tools, 190–193
Fibonacci ratios as basic structure of, 144–146
as Fibonacci trading tool, 142–144
as Fibonacci trading tool, with trend channels,

190–192
as Fibonacci trading tool, with trend lines,

192–193
Fibotrader Software and application to

historical data, 181–190
five peaks and valleys, as final structure,

152–157
forecasting capabilities, 194–197
four peaks as valleys, as more stable structure,

149–152, 154
history as trading tool, 141–142
three peaks and valleys, as original structure,

148–149, 153
PHI-ellipses, rationale behind use as trading tool:

constant scale and, 159–161
in different market environments, 168–177
entry rules, 165–168
peak/valley structure and, 161–163
peak/valley tolerance and, 163–164
time analysis and, 177–180
time and rhythm of market and, 157–159

Piercing pattern candlestick formation, 60–61
Predatory algorithms, 5
Price analysis methods, 11–27

benchmarking, 14–15
buy-and-hold strategies, 14
correct timing and, 11–14
fundamental analysis, 15–20
technical analysis, 20–27

Price clusters, profit targets and, 36–38
Price movements, predictability and, 2–3
Price target band, of Fibonacci, 52
Profit target rules:

Fibonacci corrections, 35
Fibonacci extensions, 41–43
3-point chart patterns, 66–67

Pullback, 3-point chart patterns, 75

Quantitative computer models, influence on
exchanges, 4–6
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Rectangle formation, 3-point chart patterns,
69–70

Resistance lines. See Support and resistance lines
Reversal and consolidation, 3-point chart

patterns, 75
Rhythm and time of market, PHI-ellipses as

trading tool and, 157–158
Risk:

capital asset pricing theory and, 7–9
concepts and methods of estimating, 7
structured products and, 14
technical analysis and, 26

Rothschild family, 11
Rule of alteration, in Elliott Wave Principle,

47
Runaway markets, PHI-ellipses and,

175–177

S&P Futures Index:
connecting trend channels, 103–104
descending triangle, 72
diagonal trend lines, 134–135
dynamic adjustment of trend channels,

109–110
entry rules and stop-loss rules, 105–106
Fibotrader Software and simulation of

historical data, 116, 183
five-valley pattern and forecasting, 194
flag formation, 73
horizontal trend channels, 108–109
integrated trading concept based on trend

lines and trend channels, 138–139
outside peaks and valleys, 108
peaks and valley exceptions, 106–107
peaks and valleys/entry rules/stop-loss

protection, 90–93
peaks touched by trend line, 94
rectangle formation, 70
rising wedge, 73–74
support lines and false breakout, 126–127
triple bottom formation, 68–69

Shadow, in candlestick chart patterns, 57
Sideways markets:

Fibonacci corrections and, 30–31, 44
Fibonacci extensions and, 44
PHI-ellipses and, 144, 158, 163, 169–173

Silver, 13
Skill, required to use charting trading tools,

84
Slow peak, defined, 162
Slow valley, defined, 162
Small investors, as players in competitive market

environment, 4

Speculators:
fundamental analysis and, 18
as players in competitive market environment,

4, 5–6
Star candlestick formations, 61–62
Stocks, trading of, 199–200

diversified portfolio, 204–209
Elliott Wave Principle and “perfect stock

market cycle,” 45–46
single stock, 200–204
technical analysis and, 22–24
timing and, 11–13

Stock Trader’s Almanac, 11
Stop-loss rules:

Fibonacci corrections, 34–35
Fibonacci extensions, 41–43
3-point chart patterns, 66
trend channels, 105–106
trend lines, 89–93

Support and resistance lines, 123–132
based on 3 peaks and false breakout, 128–131
based on 3 valleys and false breakout, 125–128
false breakouts, 124
4-point, 124–125, 131
statistics, 131–132

Swing sizes:
Fibonacci corrections, 37–38
Fibonacci extensions, 40

Technical analysis, 19, 20–27
chart pattern analysis versus, 20–22
indicators used on stocks, 22–24
in practice, 24–27

Technical state of stock market, fundamental
analysis and, 16

Three black crows candlestick formation, 63
Three peaks and valleys:

PHI-ellipses original structure and, 148–149,
153

resistance lines based on false breakout and,
128–131

support lines based on false breakout and,
125–128

3-point chart patterns, 64–77
applications of, 65–77
descending triangle formation, 72
falling or rising wedge formation, 73–74
flag formation, 72–73
head-and-shoulder formation, 67–68
ideal types of, 64–65
key reversal days, 70–71
profit targets, 66–67
rectangle formation, 69–70
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3-point chart patterns (Continued)
stop-loss rules, 66
trading with, 201
triple top/triple bottom formation, 68–69

3-wave price patterns, 39–40, 44, 179
Throwback, 3-point chart patterns, 75
Time analysis:

based on Fibonacci and Elliott, 50–51
PHI-ellipses and, 177–180

Time and rhythm of market, PHI-ellipse as
trading tool and, 157–158

Time-goal day, of Fibonacci, 51
Timing, price analysis and, 11–14, 19
Timing model, diversification and, 10
Top-down approaches, to investing, 18
Traders, as players in competitive market

environment, 4
Trading Classic Chart Patterns (Bulkowski), 66
Transparency and credibility, as requirement for

chart pattern recognition, 80–81
Trend channels, 96–113

advantages and disadvantages of, 137
best-fit tolerance, 107–108
dynamic adjustment of, 109–110
entry rules and stop-loss rules, 105–106
Fischer Finance Consulting’s modified

approach to, 98–112
5-point trend channels, 110–112
horizontal, 108–109
horizontal 5-point, 132
integrated trading concept based on trend

lines and, 95–96, 112, 113–122
mainstream understanding of, 96–98
outside peaks and valleys, 108
peak/valley exceptions, 106–107
PHI-ellipses and breakout, 166
PHI-ellipses used with other Fibonacci trading

tools, 190–192
statistics, 112
trading diversified portfolio and, 204–209
trading IBM on long and short signals, 200–204

Trending markets, PHI-ellipses and,
173–175

Trend lines, 85–96
alternative ways to define, 93–94
consecutive peaks and valleys, 85
definitions of peaks and valleys, 87–89
diagonal, 133–136
entry and stop-loss rules, 89–93
integrated trading concept based on trend

channels and, 113–122
nonconsecutive peaks and valleys, 86–87
PHI-ellipses used with other Fibonacci trading

tools, 192–193
statistics, 95–96
trading diversified portfolio and, 204–209
trading IBM on long and short signals,

200–204
Triple top/triple bottom formation, 3-point chart

patterns, 68–69
Tsai, Gerald, 18
2-bar peaks and valleys, 88–89

U.S. dollar. See EUR/USD; USD/JPY
USD/JPY:

Fibotrader Software and simulation of
historical data, 119, 186

five-peak pattern and forecasting, 196
peaks and valleys and, 87–89
PHI-ellipses and, 147–148

U.S. Treasury bonds:
Fibotrader Software and simulation of

historical data, 120, 187
five-peak pattern and forecasting, 196
historical use of PHI-ellipses on, 141–142
PHI-ellipses and sideways markets, 170–173

Volkswagen, 208
Volume, as technical indicator for stocks, 23

Wedge formations, 3-point chart patterns,
73–74

White body candlestick formation, 62–63
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