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Index

Alpha Natural Resources, in

options example, 450-451

Always-in, 265, 203-315, 536

determining direction, 293-295

determining strong market,
301-303

in first hour, 299-301

follow-through and, 312-313

gap up, then pullback, 306-309

higher time frame charts, 305

opening range and direction,
299-301, 332-338, 342, 351-352

setups, 310-311, 314-315

swing trading and, 298-299, 304

Amazon:

best trade example, 509-510
failure examples, 238-240

Apple:

always-in example, 310-311

best trade examples, 492-493,
508

climactic reversal examples.
130-131, 137

daily, weekly, monthly chart
examples, 420, 426

double top and bottom pullback
examples, 220-222

failure examples, 242, 245, 250

major trend reversal examples,
96-97, 100-101

opening patterns and reversals
examples, 384-385, 389

options examples, 441, 449, 454

time frame and chart type
example, 278-279

wedge example, 168-169

yesterday-related pattern
examples, 364-368, 371-372

Barbwire, 344, 351-352, 356,
392-393
Bar counting, basics of, 33-34
Bear breakout, signs of strong,
29-30
Bear reversal, signs of strong, 31,
32-33
Bear Stearns Cos., in higher
volume reversals on daily
charts example, 259-Z0
Bear trend channel line, -livnactic
reversals and, 141, '43-144,
147-148
Best trades, 455 -525. See also
Trading guidaelines
in Amazor, 509-510
in Ajple bear trend, 492-493
in Apple lower high, 508
uull trend and, 457-460
ouy low and sell high, 497
in Cemex, 502-504
channel phase, 456
in daily chart of Vodafone, 496
in Emini opening reversal,
515-517
in Emini with no clear trend,
522-523
in Emini with two-sided trading,
520-521
on EUR/USD chart, 484-485
in Goldman Sachs bear trend,
494-495
in Goldman Sachs daily chart,
511-512
in Google, 505-507
in IBM, 486-487
limit orders and, 460-461
in Microsoft, 513

in opening range, 459, 462, 466,
468-469, 477, 486, 497, 515
in Oracle, 514
percentage “odds” and trader’s
equation, 455-459, 461-463,
465-470, 473-476, 481,
498-499, 524-526
pullbacks in strong trends, 462,
484
in S&P ProShares, 490-491
in Solarfun Power, 500-501
in strong bear trend, 461, 484,
486-487, 492-493, 501, 503, 518
in strong bull trend, 457458,
461, 472, 480-481, 485, 489,
490, 496, 498, 503-505, 524
in strong trend reversal, 462,
466-467
in 10-year U.S. Treasury Note
futures, 482483
tips for beginners, 463—479
trading range and, 455, 456457
two-sided trading, 457, 506-507
in United States Oil Fund,
488-489
in U.S. Treasury Note final flag,
518-519
Breakout, determining success or
failure. See Opposite trend,
trend becoming
Buffett, Warren, 22, 262
Bull breakout, signs of strong,
28-29
Bull reversal, signs of strong, 30-32
Bull spike, climactic reversals and,
113-114, 117, 121, 124,
128-129, 131, 135, 137, 139,
140, 145
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Calls. See Options
Caterpillar, in how to trade reversal
example, 75-78
Cemex, in best trade example,
502-504
Charts:
as most reliable information
source, 4-5, 16-20
reading of, 26
Chart types, day trading and, 261,
273-285
bar charts and swing trading, 277
big bars and reversals during
report, 282-283
moving average pullbacks on 1
minute chart, 279
price action and, 281
pullbacks on 1 minute chart, 278
scalps in first hour, 284-285
volume and tick charts in first
hours, 280
Chess analogy, 23
Chicago Board Options Exchange
Market Volatility Index (VIX),
435, 439
Climactic reversals, 111-150
bear trend channel line and, 141,
143-144, 147-148
bull spike and, 113-114, 117, 121,
124, 128-129, 131, 135, 137,
139, 140, 145
channel direction unclear after,
128-129
consecutive, 67-69, 116-118, 125,
129, 133-136, 141, 144, 148
definition, creation, and traders’
responses to, 111-117
final flags and, 190, 192-193, 197,
199, 204-207, 209-210, 216
increased slope and, 145-146
late acceleration as exhaustion,
123-124
momentum needed for, 147-148
with more reasons to reverse,
142
multiple trend channel lines and,
149
opposite trend bars creating,
130-131
parabolic moves and, 119-121
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seen as three-push patterns, 151,
152
spike pullbacks, 137-139
spike up and down in one bar,
126-127, 128
spike up but channel down, 118,
125
V bottoms and, 111, 119,
132-133, 134-136
volume and, 121-122, 136, 150
V tops and, 119-120, 132-133, 141
Closing hours, 265-266, 267-268,
269. See also Yesterday
Computer-generated (program)
trading, 3—4, 7, 35-38
Consecutive climactic reversals,
67-69, 116-118, 123, 129,
133-136, 141, 144, 148
Costco, in ignore news example,
17-18
Crashes, as chart pattern, 23-2a
Crowded trades, 112
Crude oil, in day trading ex:ample,
410

Daily, weekly, aria vaonthly charts,

415-429

gap pullbacks, 420

huge voiume reversals on daily
charts, 257-260

nmonthly dollar index futures,
424-425

monthly gold wedge channel, 423

news and stock movement, 429

opposite trends and, 427-428

price action unchanged over
time, 418-419

round numbers and support and
resistance, 426

weekly SPY, 421-422

Day trading, 261-262

always-in, 293-315

detailed examples, 403—413

extreme scalping, 317-330

key times of day, 263-270

markets recommended for,
271-272

options and, 432-435, 449-450

progression to best trades and
volume, 262

INDEX

time frames and chart types, 261,
273-285
Deep corrections, 67-69
Dell, in time frame and chart type
example, 288
Delta-neutral positions, 434-435
Dendreon Corp., in daily, weekly,
monthly chart example, 429
Dennis, Richard, 463
Discipline, importance of, 531, 533,
538-539
Double top/double bottom
pullbacks, 217-224
bear flag as double bottom,
220
doueble bottom and double top,
223-224
«louble bottom in monthly SPY,
219
weak double bottom, 221-222
Dow Jones Industrial Average:
daily, weekly, monthly chart
example, 418-419
final flag example, 216
gap openings example, 397
trend becoming opposite trend
example, 59-60
wedge example, 166-167

Economic reports. See Reports
Edwards, Robert D., 5, 8-9
Emini S&P 500:
always-in examples, 304-309,
310-315
best trade examples, 480481,
497, 515-517, 520-526
climactic reversal examples,
123-125, 132-136, 143-149
day trading examples, 411-413
double top and bottom pullback
example, 223-224
expanding triangle examples,
183-184, 187
extreme scalping example,
319-330
failure examples, 232-237, 241,
246-248, 253-256
final flag examples, 199-201,
204-214
gap openings example, 398
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key times of day examples,
267-270
major trend reversal examples,
98-99, 103-109
opening patterns and reversals
examples, 379-380, 386-387,
392-393
opening range examples,
346-349, 351-352
premarket pattern example,
355-356
shrinking stairs example,
163-164
time frame and chart type
examples, 280-285, 289, 290,
291
trend becoming opposite trend
examples, 63-66, 70-72
wedge examples, 160, 170-180
yesterday-related pattern
example, 369-370
EUR/USD:
best trade example, 484-485
day trading example, 406407
final flag example, 202-203
Expanding triangles, 181-187
second entry in triangle reversal,
185, 186, 187
triangle bottom in bear trend,
182, 183-184
triangle reversal pattern,
185-186, 187
Extreme scalping, 317-330
illustrated, 319-330
risk and reward and, 317-318

Failed double top/double bottom
breakout, 159
Failures, 225-256
bear spikes and, 231, 244,
251-253
breakouts beyond signal and
entry bar protective stops,
235
common, 225-226
double bottom bull flag, 244
double tops and bottoms in first
hour, 243
failed breakouts in Amazon, 240
failed profit targets, 236237

failed signals in QQQ, 230, 249
five-tick failure, 229, 237, 248
head and shoulders patterns and,
226, 245
one-tick failed breakouts,
227-228, 242, 256
one-tick traps, 233-234
protective stops and, 228-229,
231, 232, 234, 242, 249
as sign of strength, 225, 228, 239,
253-254
small false breakouts, 232
switch to smaller target, 250
trading range breakouts and,
238-239, 241, 246
trapping out of good trades, 242
trend reversals and, 225, 226,
252, 253
two-legged test of trend extreme,
246-247
Final flags, 87, 189-216
bear breakout of bull fir=l dag,
208-209
characteristics cen.mon to,
189-190
no breakout 11 with-trend
directicn, =4
reversal, 197-198
reversa! without breakout,
296-207
stuall, after climaxes, 216
small, evolving into larger,
212-213
small, with big reversal, 210
then lower high, 204-205
tight trading range as, 190,
199-201, 203
triangle as, 202-203
two-bar, 205, 211, 216
First hour. See Opening range
Foreign exchange (forex), 202, 272,
406, 432, 467, 484
Freeport-McMoRan Copper&Gold:
opening patterns and reversals
example, 381-382
options examples, 442, 448

Gambling, similarities and
differences to price action
trading, 20-24
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Gap openings, reversals and
continuations, 395-399
GE, in crash example, 23-24
Globex:
day trading and, 287-291
opening range and premarket
patterns, 353-356
Gold, in daily, weekly, monthly
chart example, 423
Goldman Sachs Group:
best trade examples, 494-495,
511-512
major trend reversal example,
102
trend becoming opposite trend
example, 67-69
ovogle:
best trade example, 505-507
opening patterns and reversals
examples, 383, 390-391

Hedge funds, options trading by,
436

Henry, John, 463

High-frequency trades and trading
(HFT), 36, 49, 136. See also
Computer-generated
(program) trading;
Institutional trading

Highs, in bar counting, 33-34

IBM, in best trade example, 486487
“I don’t care” mode, 461, 466,
531-532
ii patterns, 87-88, 104, 125, 211,
307, 313, 325, 327, 381, 383,
387, 413, 486, 518
iii patterns, 284, 325-326, 425
Indicators and systems, price
action trading and, 9-12
Inertia, of markets and trends, 39,
49, 60, 70, 95, 192, 226, 252,
297, 379, 447, 471, 514,
529-530, 532
Institutional traders:
day trading and, 261
market movement and, 24,
35-38
opening patterns and reversals,
373-374
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Intel Corp., in opening range
example, 350

Jones, Paul Tudor, 463
Keynes, John Maynard, 530

Lehman Brothers Holdings:
climactic reversal example,
126-127
higher volume reversals on daily
charts example, 258
opening patterns and reversals
example, 388
Lexicon, 341
Lows, in bar counting, 33-34

Magee, John, 5, 8-9
Major trend reversal, 83-109
elements necessary for, 84-85
higher high followed by lower
low, 96-97
lower low followed by higher
low, 98-99
micro double bottoms and tops,
87-88, 108-109
not from trend line break alone,
100-101
smaller time frame charts,
103-107
too strong test of low, 102
trading of, 73-78
Market leaders, 57-58, 61-62
Martingale approach to trading, 20,
23
Micro double top, 87-88
Micro final flag, 189, 194, 201
Microsoft, in best trade example,
513
Micro wedge, 151, 158-159, 168,
176, 179, 180
Midday trading, 264-265, 270, 535
Momentum, in reversal, 51-53
Morgan Stanley, in options
example, 443-444

NetApp Inc., in failure example,
251
News and opinion programs:
avoiding of, 14-16, 531

stock movement and, 429
trading charts, not news, 38-39

Qil Service HOLDRS:
climactic reversal example, 142
yesterday-related pattern
example, 3569-360
One cancels the other (OCO) order,
13, 475, 525
Opening patterns and reversals, 37,
373-393
barbwire on open, 392-393
breakout pullbacks, 375, 378,
380, 383, 384, 386, 393
categories and importance of
size of range, 377, 379, 381-382
double bottom and top flags, 380,
381, 383, 387, 388, 389, 391
failed breakouts, 375, 378, 383,
384-385, 387
gap down and gap up, 373;
386-387, 388
institutional traders and 273-374
measured moves, 37¢-377, 378,
379-380
two failed attenysts and then
reversal, 390-391
two-legged pallback, 378, 388
value ia!=2arning to spot, 375-377
Operiiny range, 263-265, 331-352,
5ub
always-in direction and, 299-301,
332-338, 342, 351-352
avoiding scalps in small ranges,
350
barbwire and, 344, 351-352, 356
characteristics of, 331-333
computer’s advantages in, 333,
340, 341-342
failed early reversal, 346-347
failures and, 243
first few bars and tone for day,
348-349
first-hour wedge, 161-162
gap openings, reversals and
continuations, 395-399
opening patterns and reversals,
373-393
patterns related to premarket,
353-356

patterns related to yesterday,
357-372
reports and, 332-333, 340-343
scalps in, 284-285
swing and scalp setups
distinguished, 333-336
yesterday’s price action and,
332, 337, 340, 343, 344, 346,
348-350
Opposite trend, trend becoming,
35-72
best setup, 53-58
consecutive buy climaxes and
deep corrections, 67-69
distinguishing from countertrend
scalp, 40-42
Dow Jones Industrials monthly
chart, 59-60
institutions, computers, and
fundamental and technical
trading, 35-38
market leaders leading S&P,
61-62
momentum and, 51-53
requirements, sequence, and
risk-reward ratio, 42-49
reversals in daily Emini, 63-66
trading charts, not news, 38-39
uncertainty at set up, 70-72
Options, 431-454
buy calls during bull spikes, 441
buy calls on pullbacks to moving
average in bull trend, 448
calls for day trade, 449
day trade runaway trends with
options, 450-451
drop on earnings report without
puts rise, 454
fade stair breakouts with, 442
fade trading range extremes
with, 443-444
optimal trading situation and
strategies, 431-440
SPY and, 432, 434, 436-440,
445-447, 452-453
volatile intraday moves and,
452-453
Oracle, in best trade example, 514
Overnight market, day trading and,
287-291



P1: OTA/XYZ
JWBT597-bind

P2: ABC
JWBT597-Brooks

INDEX

Parabolic moves, in climactic
reversals, 119-121
Parabolic wedges, 151, 152-153,
170-174
Personality, importance of trading
in manner compatible with,
5-7,9, 261, 273, 317, 463-464,
474, 537
Postmarket, day trading and,
287-291
PowerShares QQQ Trust Series:
failure example, 249
wedge example, 161-162
Premarket:
day trading and, 287-291
opening range and patterns
related to, 353-356
Price action trading, 1-24
avoiding news and opinions
about market movements,
14-16
charts as most reliable
information source, 4-5, 16-20
gambling’s similarities and
differences, 20-24
human behavior and, 7-9
indicators and systems, 9—-12
institutional trading and market
movement, 2—4
in manner compatible with
personality, 5-7, 9, 261, 273,
317, 463-464, 474, 537
probability and trading ranges,
12-14
Prior day. See Yesterday
Probability:
percentage “odds” and trader’s
equation, 455459, 461-463,
465470, 473-476, 481,
498-499, 524-526
trading ranges and, 12-14
Puts. See Options

QQQ, 230, 249, 262, 272, 439

Reports:
big bars and reversals during,
282-283
first hour and, 341-343
options trading and, 435
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Research in Motion:
climactic reversal example,
138-140
failure example, 243-244
Risk managers, closing hours
trades and, 267-268
Rotter, Paul, 463
Runaway markets, options and,
450-451

S&P 500 Proshares, in best trade
example, 490-491
S&P Sel. Financial SPDR Fund,
final flag example,
197-198
Scalping. See Extreme scalping
Shrinking stairs, 157, 161-164
Skew, options and, 439

Solarfun Power Holdings Companry

Ltd., in best trade example;
500-501
Soybeans, in day trading €¥a aple,
408-409
SPY S&P Dep Receinis:
climactic reversal examples,
128-129, 160
daily, weckly, monthly chart
examule, 421-422
donkie top and bottom pullback
example, 219
expanding triangle example,
185-186
options and, 432, 434, 436440,
445-447, 452-453
failure example, 252
options examples, 445-447,
452-453
trend becoming opposite trend
example, 61-62
wedge example, 165
weekly, 421-422
Straddles, 434
Strength, signals of, 26-33
failures and, 228, 239, 253-254

just missing target, then reaching

it, 255-256
in reversals, 79-82

Tata Motors Ltd., in best trade
example, 498-499

549

Technical Analysis of Stock
Trends (Edwards and Magee),
5,8-9

“10-bar, two legged,” use of term,
123

Three-push reversal patterns. See
Wedges and three-push
reversal patterns

Time frames. See also Daily,
weekly, and monthly charts

reversals as losers, 107

small, 103-104

with-trend trading only, 105-106

Times of day, 263-270

final hours, 265-266

widday reversal, 270

1aiddle hours, 264-265

opening hours, 263-265

risk managers and close, 267-268

trends in close, 269

Trading examples:

always-in, 304-315

best trades, 480-526

climactic reversals, 123-150

daily, weekly, monthly charts,
418-429

day trading, 404-413

double top and bottom
pullbacks, 219-224

expanding triangles, 183-187

extreme scalping, 319-330

failures, 232-256

final flags, 197-216

gap openings, 397-399

Globex, premarket, postmarket,
overnight, 288-291

huge volume reversals on daily
charts, 258-262

key times of day, 267-270

major trend reversals, 96-109

opening patterns and reversals,
379-393

opening range, 346-352

options, 441-454

patterns related to premarket,
355-356

patterns related to yesterday,
359-372

time frames and chart types,
277-285
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Trading examples: (Continued )
trend reversals, 59-72
wedges and other three-push
patterns, 160-180
Trading guidelines, 461-462,
527-539. See also Best trades
Trend reversals:
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Uncertainty, 13-15

daily, weekly, monthly charts,
416, 421

day trading and, 294, 296

in first hour, 351, 386

options and, 433, 435

at setups, 70-72

Printer: Donnelly

one-tick breakouts, 180

parabolic wedges, 151, 152-153,
170-174

reversals shy of trend channel
line, 168-169

shrinking stairs, 157, 161-162,
163-164

climactic reversals, 111-150
double top and bottom

United States Oil Fund LP, in best tight channel and, 160, 176,
trade example, 488-489 178-179
pullbacks, 217-224 U.S. Dollar Index, in daily, weekly, too tight wedge, 176-177
example of how to trade, 73-78 monthly chart example, wedge flags, 152, 153
expanding triangles, 181-187 424-425 wedge lower high, 165,
failures, 225-256 U.S. Treasury Notes: 166-167
final flags, 189-216 best trade examples, 482-483, wedge pullbacks, 152
huge volume, on daily charts, 518-519 wedge reversals, 147, 152
257-260 day trading example, 404-405 wedge top, 120, 151, 153-159,
major reversals, 83-109 160, 168, 170
signs of strength in, 79-82
trend becoming opposite trend,

V bottoms, climactic reversals and,

111, 119, 132-133, 134-136 Yahoo!, in ignore news example,

35-72 VIX, 435, 439 19
wedges and other three-push Vodafone Group, in best trace Yesterday:
patterns, 151-180 example, 496 bear channel as bull flag in
Trends, signals of strong, 26-33 Volume: opening range, 369-370
Triangle. See also Expanding climactic reversals.ond. 121-122) bull channel as bear flag in
triangles 136, 150 opening range, 359-360

as final flag, 202-203 huge volume reversals on daily failed breakout in opening range

use of term, 182 charts, 207-250 and, 361-363
Two-bar final flags, 205, 211, V tops, clirnacuc reversals and, first-hour double top and,
216 119-129, 132-133, 141 364-366
importance of patterns from,
UltraShort Financial Proshare, in Wedges and three-push reversal 371-372

climactic reversal example, patterns, 151-180

141 failed wedge, 159, 175, 179
UltraShort Oil and Gas, in patterms first-hour wedge, 161-162

related to yesterday example, micro wedges, 151, 158-159, 168,

361-363 176, 179, 180

opening range and, 332, 337, 340,
343, 344, 346, 348-350

opening range breakout from
pattern of, 367-368

patterns related to, 357-372



