INDEX

A

Accumulation/distribution (A/D)
indicator, 171-173
formula, 172
Advance/decline line, 186-187
Alerts:
placement, 182
setting, 180-183
All-or-none (AON) order, 38

American Stock Exchange (Amex), 40-41

Angle/slope, importance. See Trendlines

Appel, Gerald, 158

Archipelago (ARCA), 21,22, 43,45
ECN, 28

Arithmetic scale, 71

Arithmetic scaling, contrast. See
Logarithmic scaling

Arms Index (TRIN), 186

Ascending triangles, 99-101

Attain (ATIN), 22,43, 44

Average downward price change,
calculation, 167

Average upward price change,
calculation, 167

Ax, shadowing, 61

Back testing, 62-63

Bar charts, 67-68

Bearish abandoned baby pattern, 148

Bearish divergence, 165-166, 170

Bearish engulfing harami patterns,
149-150

Bearish engulfing patterns, 140-142

Bearish harami pattern, 144-145
combinations, 144

Bearish patterns, 105, 139-150

Bearish reversal, 140

Bearish stochastic divergence, 166

Bearish stocks, negative values, 178

Best ask, 8
Best bid, 8
Bid/ask spread, 45
Black marubozu, 118, 121, 134
midpoint, 133
Black/black combinations, 144-145,
149-150
Black/white combinations, 144-145,
149-150
Bloomberg Tradebook (BTRD), 22, 43
Breakaway gaps, 90-93
confirmation, volume levels (usage),
90
Breakdown/breakout point, 108
Brokerage firms:
accounts, types, 30-32
execution speed, 27
features (see Online brokerage firm
features)
price, importance, 29-30
reliability, 27-28
selection, 26-27
service, importance, 30
Broker-dealer fee structure, 45
Brokers. See Direct access brokers;
Discount brokers; Full-service
brokers
definition, 8

Brut (Brass Utilities) (SunGard Data), 22,

43,44

ECN, 28
BTRD. See Bloomberg Tradebook
Bullish abandoned baby, 138
Bullish divergence, 165
Bullish engulfing harami pattern,

136-137
Bullish engulfing pattern, 130-133
Bullish harami pattern, 133-135, 140
Bullish patterns, 130-139
Bullish reversal, 124
Buy limit order, 35

Buy stop order, 35-36
Buying momentum, 94, 135
Buying /selling pressures:
comparison, 118-119
identification (see Heavy
buying /selling pressures

C

Cancellation order, 37
Candlesticks, 68-69. See also 20/20
candlestick; Long black candle-
stick; Long white candlestick; Open
candlestick; White candlestick
capability, limitations, 122-123
charting techniques, 116
patterns, 123-127 (see also Closed
candlestick pattern; Open
candlestick pattern)
positions, 127-130
usage (see Indecision)
wicks, 69
Capital, usage. See Trading
Cash accounts, 31, 32
Cash indices, 183
Charles Schwab Corporation, 26, 28
Charting techniques, 72-73
Charts, 30. See Bar charts; Line charts;
Point/figure charts
patterns, 96-112 (See also Relative
strength index)
types, 67-71
usage, 67-73 (See also Tick-by-tick
chart)
Chicago Board Options Exchange
(CBOE), 186
CINN identifier, 44
Closed candlestick pattern, 116
Closing price, 87, 119
Combination patterns, 130
Commissions, per-share basis, 29
Common gaps, 89-90
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Continuation gaps, 93-94

Corporate stock/bonds, trading, 14

Crossovers, 158-159. See also
Stochastic oscillator

strategy (see Moving average

convergence divergence)

Cup with handle pattern, 110-112

Customers, 9

CyberExchange, 28-29

CyberTrader, 28, 29

CyberTrader Pro, 180

D
Dark cloud cover pattern, 142-144
Day traders:
NYSE/Nasdaq usefulness,
comparison, 20
SEC definition, 31
Day trading:
overview, 5
personality fit, 2-3
usefulness, 1
Dealers:
definition, 8
fee structure (see Broker-dealer fee
structure)

Decimal pricing, 60
Descending triangles, 99-101
Designated Order Turnaround (DOT):
orders, 44
system (see Super Designated Order
Turnaround system)
Direct access brokers, 27
costs, 30
order routing efficiency, 28
Direct access order entry system, 40
Discipline, maintenance. See Trading
Discount brokers, 26
Divergences, 159-160. See also Bearish
divergence; Bullish divergence; Moving
average convergence divergence;
Price; Relative strength index;
Stochastic oscillator
DJIA. See Dow Jones Industrial
Average

Dojis (spinning tops), 119-121, 138.
See also Dragonfly doji; Gravestone
doji; Long-legged dojis

Domestic Securities, 44

Double bottom pattern, 76-77

Double top/bottom patterns, 96-98

Dow, Charles (concepts), 66

Dow Jones Industrial, 30, 183

Dow Jones Industrial Average (DJIA), 185

Downside gap, 91

Downtrends, 80-83, 135, 138, 156

Downward price change:
calculation (see Average downward

price change)
determination, 167
Dragonfly doji, 123-124

E

Elder, Alexander, 73
Electronic communications networks
(ECNs), 20-22
discussion, 42-43
establishment, 27
introduction, 21
list, 43
process, explanation, 21-22
usage, 18
usefulness, 45
E-Mini Nasdaq 100 futures, 161
Entry points, 179
E*Trade, 29
E-trading services, 26
Evening star doji, 147
Evening star pattern, 147-149
Exchange floor, personnel, 9
Exhaustion gaps, 93, 95-96
Exponential moving average (EMA), 153
contrast (see Simple moving average)
formula, 154

F

Fading the gaps. See Gaps
Fast line (%K), 158, 163-164
Fidelity, 26

Fill-or-kill (FOK) order, 38

INDEX

Firm Quote Rule, 41
Flags, 105-106, 111
Floor:

brokers, 9

clerks, 9

traders, 9
Full gap down, 89
Full gap up, 89
Full-service brokers, 26
Fundamental analysis, 62
Futures, 173-174

G

Gap down, 127, 128, 148. See also Full
gap down; Partial gap down
Gap up, 125, 128, 133, 148. See also
Full gap up; Partial gap up
Gaps. See Breakaway gaps; Common
gaps; Continuation gaps; Downside
gap; Exhaustion gaps
confirmation, volume (usage), 112
fading, 89
occurrence, 87-96
selling pressure, absorption, 139
types, 89
Gerald Putnam, 43
Good-for-the-day (GTD) order, 38
Good-till-canceled (GTC) order, 37
Granville, Joseph, 170
Gravestone doji, 124

H

Hammer pattern (hanging man pattern),
121, 124-125. See also Inverted
hammer pattern

Harami pattern. See Bearish engulfing
harami patterns; Bearish harami
pattern; Bullish engulfing harami
pattern; Bullish harami pattern

Harami position, 128-130

Head/shoulders pattern, 103

Head/shoulders top pattern, 101-102

Heavy buying/selling pressures,
identification, 116-118

Height, 75




INDEX

Histogram. See Moving average
convergence divergence

Hi-waves, 120

Houtkin, Harvey, 44

Immediate-or-cancel (10C) order, 38

Indecision (identification), candlesticks
(usage), 119-120

Indicators. See Technical indicators
usage, 152-153

INET, 21, 44
ECN, 28, 45
purchase, 40

Information power, 17-18

Inside range days (IRDs), 134

Instinet, 44

Institutional firms, examples, 16

Internet connection. See Trading

Internet Service Provider (ISP)
connection, 28

Interperiod noise, 157-158

Intraday Nasdagq charts, 52

Intraday trading, 183

Intraday-trend trading, 61, 87

Intraperiod activity, understanding,
120-127

Inverted hammer pattern (shooting star
pattern), 121, 125-127

Investment banks, examples, 17

IRDs. See Inside range days

Island ECNs, 44

K

Livermore, Jesse (failure), 55

Logarithmic scale, 71-72

Logarithmic scaling, arithmetic scaling
(contrast), 87

Long black candlestick, 121

Long positions, 32-33

Long white candlestick, 116, 120

Long-legged dojis, 119, 121

Long-term trading, 62

M

Knight Capital Group, 44
L

Lagging indicators, 183

Lane, George, 163

Large-cap stocks, 7-8

Limit order, 34-35, 45. See also Buy
limit order; Sell limit order; Short
limit order; Stop-limit order

usage, 35
Line charts, 69

MACD. See Moving average convergence
divergence
Margin accounts, 31-32
Margin call, occurrence, 31
Market:
direction, 185
indicators, 186-187
indices, 183-186
intraday direction, 188
order, 34, 45
orderliness, maintenance, 16
trading range, 82
trends, direction, 188-191
Market markers:
responsibilities, 16
types, 16-17
understanding, 15-17
Market-at-close order, 38
Market-at-open order, 38
Marubozu. See Black marubozu; White
marubozu
candlestick, 191
MAs. See Moving averages
McClelland Oscillator, 187
Member firms, 9
Momentum. See Buying momentum;
Selling momentum
confirmation, 113
scalpers, 60-61
Morning star pattern, 137-139
Morris, Greg, 130
Moving average convergence divergence
(MACD), 158-160
crossover strategy, 63
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histogram, 161
divergences, 161-163
slope direction change, 161
usage, 82
Moving averages (MAs), 153-158. See
also Exponential moving average;
Simple moving average; Weighted
moving average
advantages/disadvantages,
157-158
line, position, 158
periods, number (selection),
154
usage, 82
uses, 154-156
Municipal bonds, trading, 14

N

National Association of Securities
Dealers Automated Quotation
System (Nasdaq), 14-15

100 Index, 183, 185-186

comparison. See New York Stock
Exchange

Composite, 183, 185-186

Market Center, 40-41, 44

National Market (NNM), 40, 185

National Market Securities (NMS), 15,
41

negotiated market, 15

quiz, 23

service level |, 18

service level I, 18-19, 42

service level lll, 19

SmallCap Market, 40, 41

traded securities, classification,
15

trading, 45

National Association of Securities

Dealers (NASD), 14-15
quiz, 23
regulatory framework, 22
Negotiated market. See National
Association of Securities Dealers
Automated Quotation System
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New York Stock Exchange (NYSE), 6
Composite Index, 183, 185
level Il screens, information,

17-18
listed stocks, 7-8
Nasdaq, comparison, 20
quiz, 23
technological advances, 7
time lines, 7

News/research services, 30

NexTrade (NTRD), 22, 45

Nison, Steve, 134, 144

NMS. See National Association of
Securities Dealers Automated
Quotation System

NNM. See National Association of
Securities Dealers Automated
Quotation System

0

OEX, 185
On-balance volume (OBV), 170-171
O’Neil, William, 110
1-2-3 reversal method, 83-84
Online brokerage firm features, 30
Open candlestick, 68
pattern, 116
Opening price, 87
Optimization:
avoidance (see Trading)
understanding, 51, 52
Options transactions, 32
Order:
books, computerization, 35
cancellation, 45
execution systems, review, 45
routing, 28-29
Order-driven price movement, 20
Oscillators, 152. See also Stochastic
oscillator
Outside market, 18
Overbought/oversold conditions,
159
Overbought/oversold levels, 164

Over-the-counter bulletin board (OTCBB),
20,41

Over-the-counter (OTC):
market, 6, 14
trades, 43

P

Partial gap down, 89
Partial gap up, 89
Patterns. See Bearish patterns; Bullish
patterns; Charts; Combination
patterns; Piercing pattern
Pennants, 105-106, 111
Periods, number (selection). See Moving
averages
Per-share stop loss, 180
Piercing pattern, 133
Pivot points, 173-174
calculation, 173
Point /figure charts, 70-71
Positions. See Candlesticks; Harami
position; Long positions; Short
positions; Star position
shorting guidelines, 33-34
types, 32-34
Price:
advance, 125
change
calculation (see Average downward
price change; Average upward
price change)
determination (see Downward
price change; Upward price
change)
decline, 127
discounts, importance, 66
divergence, 161
importance. See Brokerage firms
movements, 71
movements, predictability, 66
scaling, types, 71-72
support level, 101
Proprietary accounts, trading, 16
Pullback, 136

INDEX

Q

Quick & Reilly, 26
Quote services, 30

R

Rectangle patterns, 106-109
Regional firms, examples, 17
Relative strength index (RSI), 166-170
calculation, 167
chart patterns, 168-169
day separation, 167
divergences, 169-170
formula, 166-167
levels, 168
prices, divergences, 169
Resistance:
area, 118
breaking, 78
identification (see
Support/resistance)
levels, 73, 103
break, 74
breakout, 80
support level, 77
Reversal amount, 71
Reversal method. See 1-2-3 reversal
method
Reversal points, 186
Reverse head/shoulders pattern,
103-104
Reward-to-risk ratio, 50-51, 85
Risk management, 49, 55-56,
179-180
work, 55
Rounded bottoms/tops, 109-110
RSI. See Relative strength index

S

Saucer pattern, 109
Scaling, contrast. See Logarithmic scaling
Scalping, 60-61
backtesting, inability, 62-63
Scott Trade, 26
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Sector indices, 186
Securities and Exchange Commission
(SEC) enforcement, 22
Self-reliance. See Trading
Sell limit order, 35
Sell stop order, 36
Selling momentum, 146
Sell-off marks, 101
Service, importance. See Brokerage firms
Shadowing the ax. See Ax
Shares (number) trading, calculation,
51-52
Shooting star pattern. See Inverted
hammer pattern
Short limit order, 35
Short positions, 32-33, 84
Short selling, dangers, 34
Short stop, 36
Short the tops. See Tops
Short-term analysis, 140
Shoulder:
formation, 102
pattern (see Head/shoulders top
pattern; Reverse head/shoulders
pattern)
Sideways movement, 105
Simple moving average (SMA), 153
EMA, contrast, 157
Slippage, 34
Slow line (%D), 158, 163-164, 173
Small-cap market, 15
SOES orders, 41
S&P See Standard and Poor’s
Spearandeo, Victor, 83
Specialist:
clerk, 9
definition, 8
system, 8-9
Spinning tops. See Dojis
Spread, capture, 60
Standard and Poor’s:
100 (S&P100), 183, 185
500 (S&P500), 185
index, 86

Star position, 128
Stochastic oscillator, 163-166
crossovers, 164-165
divergence, 165-166
Stock, price action, 153
Stock exchanges, 6
system, 6-7
Stock liquidity, 15
Stock markets:
expensiveness, 74
overview, 6
Stop order, 35. See also Buy stop order;
Sell stop order
Stop price, 36
Stop-limit order, 36-37
Stop-loss order, 76
placement, 94, 95, 170
Stop-loss point, 52-53, 78, 92, 99
hit, 162
setting, 107-108, 110
Super Designated Order Turnaround
(SuperDQT) system, 9-11, 44-46
usage, 20
SuperMontage, 41-42
SuperSOES orders, 41
Support level, 73
break, 190
breakdown, 81
establishment, 78
Support/resistance:
area, price range, 75
identification, 73-76
strength, 75-76
Swing trading, 61-62
Symmetrical triangles, 99-101, 191

T

TD Waterhouse, 26

Technical analysis, 62, 66
Technical indicators, 152

Teenie, 60

Terra Nova Trading, 43

Text chat, usage, 30

Three black cows pattern, 145-147
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Three white soldiers pattern, 135-136,
146
Tick-by-tick chart, usage, 67
Time frames, impact, 86-87
Timing sequence, 32
Tops, shorting, 85
TotalView, 42
Townsend Analytics, Ltd., 43
Trade execution, 30
Trade journal, keeping, 191-192
Trading. See Intraday-trend trading;
Long-term trading; Swing trading
activity, 123
capital, usage, 48
computer, usage, 48-49
days, 178
discipline, maintenance, 53-54
Internet connection, 49
knowledge, impact, 48
losses, acceptance, 52-53
methodology, 49, 56-58
patience, 54
perseverance, 54
products, 30, 32
psychological barriers, avoidance,
56-57
psychology, 49-55
range. See Market
requirements, 48-49
research, 178-179
risks, 55
screens, setting, 180-183
self-reliance, 54-55
signals, 179
generation, 172-173
strategies, 60, 76-79
success, 50
elements, 48
system optimization, avoidance, 51-52
time, importance, 48
Trading orders:
selection, 34
terms, 37-38
types, 34-38
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Trailing stop, 78
Transactions, execution, 16
Trend reversal area, 137-138
Trend-following indicators, 152-153,
174,179
usage, 82
Trend-following system, 51
Trendlines, 79-87, 106
angle/slope, importance,
84-86
break, signal, 84
validity, 87
Trend-reversal patterns, 96
Trends:
formation, 66
identification, 152
Triangles. See Ascending triangles;
Descending triangle; Symmetrical
triangles
patterns, 99-101
trading, 99

TRIN. See Arms Index
20/20 candlestick, 116, 118
2 percent rule, usage, 57-58

U

Uptick:
definition, 33
rule (removal), SEC proposal, 33-34
Uptrends, 80, 148-149, 156
Upward price change:
calculation (see Average upward price
change)
determination, 167
U.S. government securities/agency
securities, trading, 14

v

Volatility Index (VIX/VXN), 186
Volume, 75-76

analysis, 112-114

bars, 113

INDEX

w

Wedge formation, 104-105

Weighted moving average (WMA),
153

White candlestick, 68

White marubozu, 116, 120, 134
candlestick, 116-117, 122, 135

White/black combinations,
144-145

White/white combinations,
144-145

Wholesalers, examples, 17

Width, 75

Wilder, Welles, 166, 168

Williams, Larry, 171

Wire houses, examples, 17




