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AAPL. See Apple, Inc.
Action steps:
get OVI Dashboard app, 227-231
register on book website, 227
review CANSLIM filtered stocks, 236
review OVI charts, 232-235
review OVI Express40 stocks, 235
use filters on FlagTrader, 236-238
use reversal TradeFinder, 238-239
Amazon.com, Inc. (AMZN), 10
Apple, Inc. (AAPL):
breakout, xii
bull flag, 112
bull flag breakout, 113
bull flag trading plan example,
161-172
downtrend, 32
Hammer bar, 22
Hammer reversal, 23
post earnings bull Zas. 149
post earnings buii1lag setup, 148
resistance and support, 21
rounded bottom, 125, 126
sideways trend, 31
uptrend, 31
volatility in nine-month chart, 33
April 2010, OVI for, 7

BAC:
breakouts to downside, xii—xiii
channel breakout trading plan
(down) example, 202-214
overview of, 202-204
OVI chart, 222
Baidu (BIDU), 89-92

Bear flags:
applying first profit target with,
140-143
avoiding descending wedges with,
123-124
avoiding market ranipulation with,
121-122
ideal, 118-1%1
overview of, 37-38, 126-127
rcundea bottoms, 124-126
QKLY 120, 121
SKLY P1, 142
SFLY P1 setup, 141
volume with, 122-123
Bear flag trading plan:
adjusting initial stop, 176, 183-184
entry, 172, 178, 180
first profit target, 173-175, 181-183
initial stop loss, 172-173, 178-181
managing trade for P2 profit,
184-186
SFLY example, 178-186
trailing stop, 177-178
Bear Stearns (BSC):
indicator and share price, ix—x
in March 2008, 5, 84-86
Book, web site for, 11, 69, 216,
217-218, 227
Break of resistance, 95, 96
Break of support, 93, 94
Breakout trading. See also Channel
breakout patterns
overview of, 13-14
SLB, 100
BSC. See Bear Stearns
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Buffett, Warren, 210-211
Bull flags. See also Bull flag trading
plan
AAPL, 112, 113
AAPL P1, 140
AAPL P1 setup, 139
AAPL post earnings, 149
AAPL post earnings setup, 148
applying first profit target with,
138-140
avoiding market manipulation with,
112-113
avoiding rising wedges with, 115
BIDU, 89, 90, 91, 92
GLD, 74, 75
ideal, 110-112
IRM, 87
overview of, 34-36, 116, 118
rounded tops, 116
SLV, 76, 77
volume with, 114-115
Bull flag trading plan:
AAPL example, 161-172
adjusting initial stop, 159-160,
164-165
entry, 156, 161-163
first profit target, 157-159, 163.-154
initial stop loss, 156-157, 161-153
managing trade for P2 proiit,
165-170
overview of, 155—-15C
trailing stop, 160--161
Buying:
options, 59-60
stop-limit order, 154

Calls, 60, 63, 64
Candlestick charts, price bars in, 16-20
CANSLIM filtered stocks, reviewing,
236
Caterpillar (CAT):
breakout, 222, 223
cup and handle, 96-98, 99

INDEX

applying first profit target with,
143-146
avoiding market manipulation with,
133
as favorite, 109-110
GS, 132-133
ideal, 128-133
overview of, 133-134
XOM, 131
Channel breakout trading plan (down):
adjusting initial stop, 200-201, 208
BAC example, 202-214
entry, 198-199, 204-205
first profit target, 199-200, 205-208
initial stop loss, 199..294-205
managing trade fer P2 profit,
208-213
overview of;-195
trailing stop;201-202, 209
Channe; breakout trading plan (up):
adjusur.g initial stop, 189-190, 195
entyy, 187, 192-193
ist profit target, 188-189, 193-194
1nitial stop loss, 187-188, 192-193
managing trade for P2 profit,
194-197
overview of, 186
trailing stop, 190-191
XOM example, 191-197
Chart patterns, tradeable. See also
specific patterns
flag patterns and consolidations,
3343
focus on, 2
forms of, 20
head and shoulders, 4348
ideal OVI combinations for, 235
importance of, 15-16
individual price bars in, 16-20
overview of, 51-52
OVI and, xii
support and resistance, 20-30
trends, 30-33
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Channel breakout patterns. See also
Channel breakout trading plan
(down); Channel breakout
trading plan (up)

Chevron (CVX), 95-96

Chipotle Mexican Group, Inc. (CMG),
116, 117

Closing price on price bars, 17, 18
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CNBC, 5
Comparative Relative Strength tool, 51
Consolidations:
bear flags and, 38, 118
bull flags and, 35
ideal bull flags and, 110-111
overview of, 34
Continuation patterns, 20
Cup and handle patterns:
reverse cup and handle, 38-39
CAT, 97, 98
CMG, 117
overview of, 36
PEIX, 150
PEIX setup, 149
CVX (Chevron), 95-96

Dark pools of volume, 13
Descending wedges, avoiding with
bear flags, 123-124
Divergence and OVI, 72-74
Doji bars, 19, 203
Double bottoms, 37
Downtrend. See also Channel breakout
trading plan (down)
bear flags, 37-38
definition of, 30
example of, 32

Earnings, as sensitive arca, 48
Elliott Wave techniquve, 24, 27-28
Entry:
bear flag trading plan, 172, 178, 180
bull flag trading plan, 156, 161-163
channel breakout trading plan
(down), 198-199, 204-205
channel breakout trading plan (up),
187, 192-193
Equal drive pattern, 134-135
ETFs (exchange-traded funds) and
OVL. See also SPY
divergence and, 72-74
overview of, 68-71
Events and OVIL:
Bear Stearns, 84-86
Iron Mountain Inc., 86-88
overview of, 83-84

245

Expiration dates of options, 60-61
Extreme candlesticks, 19-20
Exxon Mobil (XOM):

channel breakout, 131

channel breakout trading plan (up)

example, 191-197

channel P1, 145

channel P1 setup, 144

obvious trades, 102-105

OVI and, 65-66

sideways channel, 130

Fibonacci technique:
Elliott Wave and, 27
expansion example, Z¢-27
overview of, 24-25
retracement exarcpie, 26
Filters on FlagTrader.com, 236-238
First profit tarset (P1):
applyiag wich bear flags, 140-143
applying with bull flags, 138-140
2ppuving with channels, 143-146
Lear flag trading plan, 173-175,
181-183
bull flag trading plan, 157-159,
163-164
calculating, 137-138
channel breakout trading plan
(down), 199-200, 205-208
channel breakout trading plan (up),
188-189, 193-194
head and shoulders pattern and,
93
modifying one to one theory,
136-137
need for target, 135-136
one to one theory, 134-135
Flag patterns. See also Bear flags; Bull
flags
bear flag overview, 37-38, 118-127
bull flag overview, 34-36, 110-118
channel breakouts compared to,
188
cup and handle, 36
as favorite, 109-110
megaphone, 42-43
overview of, 33-34
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Flag patterns (Continued )
rounded tops, rounded bottoms, and
flag failures, 3941
with strong OVI signal, 127-128
FlagTrader.com, 218, 236-238
Flash crash, 42, 43, 73, 74
Flat OVI, 66-67
Forecasting markets, 21, 49
Forex and OVI, 76-78
Fortunes created from stock market,
1-2
FXE and OVI, 77-78

Gann, W. D., 28
Gann technique, 24, 28-29
Gapping stocks, 22-23
GLD and OVI, 74-75
Golden Ratio, 25
Goldman Sachs (GS):
Buffett preference share deal, 211
bull flag, 222, 223
channel breakdown, 132-133
channel P1, 146
channel P1 setup, 145
head and shoulders, 44
head and shoulders breakout, 45, 2
head and shoulders setup, 79
sideways channel, 131-132
Google (GOOG):
reverse head and shoulders, 46, 47
reverse head and chouders
breakout, 47 82.-63
reverse head and shoulders setup,
80-82
GS. See Goldman Sachs

Hammer bars, 19-20, 22
Head and shoulders patterns. See also
Reverse head and shoulders
patterns
GOOG, 79, 80
reverse, 44-48
standard, 43-44
Hidden trading activities, 13
High price on price bars, 17
Historical volatility, 64

INDEX

Home Depot, Inc. (HD), 224
Honeywell (HON), 92-95
Horizontal OVI, 67

IBM, 224, 225
Implied volatility in OVI, 63-64
Indicators:
MACD, 50
moving averages, 49-50
overview of, 48-49
relative strength index, 51
stochastics, 50
Indices and OVIL. See also SPY
Forex, 76-78
GLD and SLV, 74-76,77
overview of, 68-71
Individual price baxs; 16-20
Informed trading:
definition ¢4
options 1narket and, 61
OVI aiic,, 11-12
Initial stop, adjusting:
vear flag trading plan, 176, 183-184
pull flag trading plan, 159-160,
164-165
channel breakout trading plan
(down), 200-201, 208
channel breakout trading plan (up),
189-190, 195
Insider’s rationale, 12-13, 61
In-the-money for puts and calls, 64
Intrinsic value of puts and calls, 60, 63
Iron Mountain Inc. (IRM):
events and, 86-88
flat OVI, 66

Japanese candlesticks, reading, 18
Kramer, Jim, 5

Lagging indicators, 48, 109

Large cap stocks, focus on, 88

Leading indicators, 48-49. See also OVI
Less-is-more approach, 2

Limit order, 154

Low price on price bars, 17
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MACD (moving average
convergence-divergence), 50
Madoff, Bernie, 147
Managing trades, 152
March 2008, OVI in, 3-5
March 2009, OVI in, 6
March 2011, OVl in, 8
Market. See also Psychology of market
forecasting, 21, 49
fortunes created from, 1-2
Market manipulation, avoiding:
with bear flags, 121-122
with bull flags, 112-113
with channels, 133
Megaphone pattern, 4243
Moving average
convergence-divergence
(MACD), 50
Moving averages, 49-50

Netflix, Inc. (NFLX), 224, 225
Noise and moving averages, 49
Non-qualifying OVI, 66

Obvious charts, trading:

Baidu, 89-92

Caterpillar, 96-98, 99

Chevron, 95-96

Exxon Mobil, 102-105

Honeywell, 92-95

overview of, 89

Schlumberger Lt 95, 100-102
O’Neill, William, 13, 236
One to one (1:1) theory, 134-135
Opening price on price bars, 17, 18
Open interest in OVI, 62-63
Option chain for stocks, 54, 55
Options:

basics of, 59-61

definition of, 59

factors affecting premium, 63-64

smart money and, xii

symbols, 54-55
Order types, 153-155
Out-of-the-money for puts and calls, 64
Overbought/oversold analysis, 50-51
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OVI (Options Volatility Indicator):
April 2010, 7
Bear Stearns and, 5
components of, 61
divergence and, 72-74
ease of use of, 56-58
effectiveness of, 61
events and, 83-88
implied volatility, 63-64
with indices and ETFs, 68-78
March 2008, 4
March 2009, 6
March 2011, 8
open interest, 62—-63
options relevant for, G4
option volume, 61--¢2
origins of, 54-£5, 213
overview of~i—xii, 53, 59, 106-107
predictive auility of, xii—xiii
price chasvs and, xii, 58-59
qualifymg stocks, 65-66
reversals and, 105
Ceptember 2011, 10
as simple line, 56
simplicity of, xiii
stocks and, 78-83
Summer 2011, 9, 11-12
unreadable, 66—67
uses of, 64-65

OVI Dashboard:
education, 231
front screen, 228
overview of, 227-228
screen count, 229
stock details, 230

OVI Express12, 217, 232

OVI Express40:
overview of, 232
results table, 234
reviewing, 235
stocks chart, 233

OVI Traders Club:
Express40 stocks, 232
reversal TradeFinder, 238-239
reviewing CANSLIM filtered stocks,

236
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OVI Traders Club (Continued )
as subscription service, 218
webinars, 240

Pacific Ethanol, Inc. (PEIX):
cup and handle, 148, 150
cup and handle setup, 149
Parabolic, stocks going, 89
Placing trades, 152
P1. See Profit target, first
Preference shares, 210
Price bars, 16-20
Price charts and OVI, xii, 58-59
Priceline.com Inc. (PCLN), 226
Privileged information, use of;
1-2
Profit-taking strategies, 89
Profit target, first (P1):
applying with bear flags, 140-143
applying with bull flags, 138-140
applying with channels, 143-146
bear flag trading plan, 173-175,
181-183
bull flag trading plan, 157-159,
163-164
calculating, 137-138
channel breakout trading plan
(down), 199-200, 205-205
channel breakout trading plan (up),
188-189, 193-194
head and shoulders, 93
modifying one te ¢ne tneory,
136-137
need for target, 135-136
one to one theory, 134-135
Profit target, second (P2):
bear flag trading plan, 184-186
bull flag trading plan, 160-161,
165-170
channel breakout trading plan
(down), 208-213
channel breakout trading plan (up),
190-191, 194-197
discretion managing, 152—-153
Psychology of market:
being right and, 25
leading indicators, 48-49

INDEX

need for first profit target, 135-136
support and resistance, 20-21, 29
P2. See Profit target, second
Puts, 60, 63, 64

QQQ and divergence, 72-74
Qualifying OVI, 65
Qualifying stocks, 656—66

Relative strength index (RSI), 51
Research in Motion (RIMM), OVI chart
for, 8, 221
Resistance:
mathematically derived levels of,
24-29
overview of, 20-22.25-30
Reversal patterns.
Hammer barandg, 20
OVI and, i<
trading, 255-239
Reversc cup and handle, 38-39
Reveise head and shoulders patterns.
See also Head and shoulders
patterns
GOOG, 81, 82, 83
overview of, 44-48
Reviewing:
CANSLIM filtered stocks, 236
OVI charts, 232-235
OVI Express40 stocks, 235
RIMM (Research in Motion), OVI chart
for, 8, 221
Rising wedges, avoiding with bull
flags, 115
Rounded bottoms:
AAPL, 125, 126
bear flags, 124-126
with flag patterns, 41
Rounded tops:
with bull flags, 116
CMG, 117
with flag patterns, 40
RSI (relative strength index), 51

Schlumberger Ltd. (SLB), 98, 100-102
Second profit target (P2):
bear flag trading plan, 184-186
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bull flag trading plan, 160-161,
165-170
channel breakout trading plan
(down), 208-213
channel breakout trading plan (up),
190-191, 194-197
discretion in management of;,
152-153
Selling:
naked, 59-60
stop-limit order, 155
September 2011, OVl in, 10
Shutterfly, Inc. (SFLY):
bear flag, 120, 121
bear flag P1, 142
bear flag P1 setup, 141
bear flag trading plan example,
178-186
Sideways channel breakouts. See also
Channel breakout trading plan
(up)
GS, 131-132
ideal, 198
overview of, 128-133
XOM, 130, 192
Sideways trend, 30, 31
SLB (Schlumberger Ltd.), 98,
100-102
SLV and OVI, 74, 76, 77
S&P chart:
in April 2010, 7
in March 2009, 6
in 2008, 4
SPY (S&P 500 Exchange Traded
Fund):
blank chart with OVI, 57
chart with OVI, 58
July 2011, 70-71
July 2011 breakout, 70, 71
June 2011, 69
June 2011 breakout, 70
Summer 2011, 9, 11-12
Stochastics, 50
Stock market. See also Psychology of
market
forecasting, 21, 49
fortunes created from, 1-2
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Stocks:
gapping, 22-23
large cap, focus on, 88
option chain for, 54, 55
OVI with, 78-83
parabolic, 89
qualifying, 656—-66
Stop-limit orders in trading plans,
22-23
Stop loss, initial:
bear flag trading plan, 172-173,
178-181
bull flag trading plan, 156-157,
161-163
channel breakout trading plan
(down), 199..204-205
channel breakeu trading plan (up),
187-188,.192-193
Stop orders; 1£5-154
Strike price, 60
Strong Gvi signal, flags with, 127-128
Succ=ss, equation for, xi
Suoaner 2011, OVl in, 9, 11-12
Support:
mathematically derived levels of,
24-29
overview of, 20-23, 29-30
QQQ, 73

Technical analysis. See also Chart
patterns, tradeable
forms of, 15-16
indicators, 48-51
Time frames for trading trends, 32
Time value of puts and calls, 63
Tools summary, 239
Trading. See also Informed trading;
Obvious charts, trading;
Options; Trading plan
breakout, 13-14
overview of, 24-25
Trading plan. See also Bear flag trading
plan; Bull flag trading plan;
Channel breakout trading plan
(down)
chart patterns and, 16, 21, 127
creating and sticking to, 2
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Trading plan (Continued )
entry point and, 115
examples, 221-226
outcomes, 220
overview of, 13-14, 151-153, 155, 219
placing and managing trades,
219-220
stop-limit orders and, 22-23
Trailing stops:
bear flag trading plan, 177-178
bull flag trading plan, 160-161
channel breakout trading plan
(down), 201-202, 209
channel breakout trading plan (up),
190-191
trend lines and, 152
Trend lines, 32-33, 152
Trends. See also Downtrend; Uptrend
defining, 30-32
moving averages and, 50
opportunities and, 58
Tutorials, 69

Unreadable OVI, 66-67
Uptrend. See also Channel breakout
trading plan (up)
bull flags, 34-36
CAT, 99

INDEX

definition of, 30

example of, 31
megaphone pattern, 4243
SLB, 101

XOM, 102, 103, 104

Video tutorials, 69
Volatility:
historical, 64
implied, in OVI, 63-64
megaphone pattern, 4243
observing, 32
Volume:
with bear flags, 122—-123
with bull flags, 114112
dark pools of, 13
option volume'in GVI, 61-62
overview of, &1

Web site for book, 11, 69, 216, 217-218,
227

Winafall profits, 104. See also Second
profit target

XOM. See Exxon Mobil

Zanger, Dan, 13
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