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Abandoned baby formation, 113
Accumulation period, 148, 150
Active trading, 53, 123–124, 235
Advancing price trend, 117
Aggressive investing, 251
American International Group, 9
American Jobs Creation Act (2004), 8
American-style options, 26
Analysis paralysis, 68, 70
Annualized returns, 202
Anonymity, 14
Apex, symmetrical triangles, 135–136
Appel, Gerald, 157
Appreciation, 87
Arithmetic mean, 84
Ascending triangles, 63, 88, 135, 138
Asian market, opening/closing time, 53
Ask price, 13, 18
Australian dollar, 10, 14, 18, 29, 53, 177
Automated trading systems, 84
Automatic teller machine (ATM) analogy,

4–5
Automatic trailing stop, 237
Average number of bars for winners, 204
Average daily range, 101, 205, 237–240
Average losing trade, 204
Average true price, 85
Average True Range (ATR) indicator, 206,

229, 237
Average winning trade, 204–205

Back-testing, 65, 74, 201, 203, 211, 213, 220,
239

Backup process, 122
Bank for International Settlements, 11
Bank of America, 11
Bank of Canada (BOC), 32
Bank of England (BOE), 8, 32
Bank of Japan (BOJ), 31
Bank of New York settlement time, 70,

205–206, 212
Banks, functions of, 60, 62, 69, 82. See also

Central banks; specific banks

Bar charts, 105, 107
Bar graphs, 59
Bartiromo, Maria, 43–44
Basis, 20, 24, 54
Bear, generally

flag formation, 129, 196
market/market conditions, 73, 86, 98, 151
traps, 153
trends, development of, 198

Bearish, generally
candle formations, 112
conditions, 104
divergence, 127, 155–157, 160, 162–163,

165
engulfing pattern, 116–117
harami doji cross, 114–115
market/market conditions, 26, 59, 69,

73–75, 87, 95, 109, 204, 217, 241, 245
momentum, 218
pivot point filters, 74
reversal patterns, 111
target, 68–69
top patterns, 113
trading plan, low close doji (LCD),

127–131
trend(s), 54–55, 88, 101, 110, 241, 236

Beige book, 42, 44
Berkshire Hathaway, Inc., 8–9
Bernanke, Ben, 43–44
Betting system, in horse racing, 200
Bid/ask spreads, 13, 90, 94
Bid/offer, 15
Black candle, implications of, 107, 112,

115–118, 127
Blow off top/bottom conditions, 54, 109
Blue-chip stocks, 37–38
Bond market, 33, 95
Bottom(s)

candlestick charts, 87, 109
characteristics of, generally, 77
double, 187
Elliott wave cycles, 190
false, 155
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Bottom(s) (continued)

formation of, 192
head and shoulders, 146–147
tweezer, 118, 236
predictions for, 77

Breadth of market, 14, 105
Breakaway gaps, 187
Breakdown, 230
Breakeven signals, 25, 92, 103, 131, 251
Breakout, 16, 25, 63, 90, 120, 128, 135, 140,

142, 145, 147, 148–149, 162, 187, 229, 245
Breathing exercises, for stress reduction,

253
British pound, 4, 18, 22, 29, 47, 63, 86–89,

92, 96–97, 111, 123–124, 126–127, 134,
153–156, 158–159, 162, 191–192,
195–196, 218, 228–229, 245

Brokers, futures, 26
Buffett, Warren, 8–9
Bull, generally

flag formation, 134–135
markets, 62, 73, 151, 182
traps, 153

Bullish, generally
candle reversal pattern, 122
conditions, 86, 93, 104
convergence, 155
cycle, 182, 187
divergence, 155–157, 159–160
engulfing pattern, 116
harami doji pattern, 111, 115
markets/market conditions, 26, 73, 75–76,

87, 95, 108, 164, 204
momentum, 151
piercing pattern, 111, 116
reversal, 97, 120, 159–160
sentiment, 198
setups, 171
target, 68–69
trend, 63, 75, 95, 97–98, 101, 103, 110, 160,

197, 241
uptrend, 98

Business considerations
business plan, 227
day trading time frames, 227–229
expense deductions, 226–227
incorporation, 226
pay-as-you-go method, 227
taxation, 226
time frame analysis, 227–228

Business cycle, stages of, 10, 37. See also

Economic business cycle
Business expenses, types of, 226

Business inventory, 52
Business plan, 227
Buy-and-hold strategy, 41, 210
Buying pressure, source of, 54
Buy order, 97
Buy signals, 69, 90–94, 102–104, 120, 122,

124, 152, 159, 184, 208, 217–222, 230, 246
Buy stop, 238–240

Call options, 21, 24–27, 30
Canadian dollar, 10, 14, 18–19, 22, 29, 141,

195–196, 218
Candle formations, time factors and, 235
Candle/candlestick patterns, 56, 58, 66, 84,

87, 98, 105, 153, 162. See also

Candlestick charting
Candlestick charting, see specific types of

candlestick charts

advantages of, 7, 77–78, 90, 93, 107
characteristics of, 98, 107–108, 243
components of a candlestick, 108–118
correlations to candle body, 109
equal-and-opposite trade strategy,

119–121
hot tips, 113–114
length of candle, 109–110
multiple time-frame confirmation tactics,

120–121
shadows to candle body, 109–110,

112–113
size of candle, 109–110

Capacity utilization rate, 48
Capital spending, 37
Carrying costs, 20
Carry-trade strategy, 30, 41
Cash

market, 56
positions, 60
reserves, 29

Central banks, 5, 42, 52, 62
Certificate of deposit (CD), 29
Charting software packages, 54, 85, 105,

107, 158–159, 179, 204, 212–216, 225
Chartists, 58, 145, 182
Chart patterns, see specific types of charts 

analysis, 12, 16, 181
modified, 142–150
traditional, 133–142

Chase, Henry Wheeler, 66
Chicago Mercantile Exchange (CME),

14–15, 17, 22
China/Chinese yuan, 30–33
Chopstick pattern, 118
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Consumer credit, 51–52
Consumer Price Index (CPI), 43, 47–48
Consumer staples sector, 37
Contingency orders, 2
Contract values, standardized, 11
Convergence pattern, 122, 163–164. See

also Moving average
convergence/divergence (MACD)

Corrective waves, 182
Counterparty risk, 15
Countertrend trading method, 205
Coupon, bond investments, 41
Cross-currency transactions, 90–91, 94. See

also specific currencies

Crossover triggers, 95
Crude oil prices, 32, 35–37, 195–197
Cup-and-handle pattern, 140, 148–150
Currency ETFs, 28
Currency stocks

advantages, 27–28
disadvantages, 27–28
information resources, 29
risk, 28–29

Currency tracking, 31–33
Currency trading, see Forex
Cycle high/low period, 153–154

%D, 151–152, 154, 157, 163, 166, 204–205,
208, 236

Daily charts, 92, 183, 232
Daily time frame, 68, 72–74, 77–78, 80–81,

85–86, 230
Daily time period, 105
Dark candles, 99, 109, 115–117, 130
Dark cloud cover pattern, 111, 115, 196
Day-to-day basis, 54
Day traders, 18, 57, 69, 77, 81, 101, 124, 182,

235, 240, 245
Day trades/day trading, 12, 29–30, 57, 78,

90, 163, 174, 179, 210, 227–229,
231–232, 241, 249

Dealer(s), 12–14, 20–21, 54, 227, 237, 239,
250

December contracts, 54
Decentralized market, 12
Decision-making process, influential

factors, 10, 150, 168, 243
Declining market, 54, 58
Declining trend, 87
Declining volume, 57–58
Declining wedge pattern, 142–143
Deere, John, 9
Defcon III indicators, 63, 166, 220

Clearing brokerage firms, 61
Climaxing market condition, 59
Close

doji, 228
exiting at, 102
pivot point analysis, 66–70, 76, 85, 87, 89,

94
stop orders, see Stop close only (SCO)

orders
visual recognition of, 107

Closing
price, 84
range, 68

CME Globex©, 17
Coefficient of variation, 237
Collar strategy, 25–27
Color-coded candle charts, 107, 109
Commercials, 60, 62, 81
Commissions, 28
Commitments of Traders (COT) report, 13,

28, 60–64, 81–82, 84
Commodity/commodities, 20, 60, 194–197
Commodity Channel Indicator (CCI), 66
Commodity Futures Trading Commission

(CFTC), Commitments of Traders

(COT) report, 13, 28, 60–64, 81–82, 84
Commodity trading advisors (CTAs),

functions of, 14–15, 60
Common sense, importance of, 69
Compact disc (CD), Fibonacci calculator,

169, 178–179
Complete Guide to Technical Trading

Tactics, A (Person), 66
Computer software packages, 2, 103–104,

185, 203. See also Charting software
packages

Conditional change, 97, 99, 218, 241
Conditional moving-average system, 95
Conditional optimized moving average

system (COMAS™), 96, 98, 124
Conference Board, 52
Confirmation, significance of, 164, 222, 228,

232, 237, 245, 250
Confluence, 77–84, 92–93, 184
Congestion pattern, 124
Congestion phase, 103, 124, 210
Consolidation, 63, 75, 87–88, 119, 124, 129,

136, 148, 150, 152–153, 176, 229, 243,
245–246

Construction spending, 50
Consumer confidence, economic impact of,

52
Consumer Confidence Report, 49
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Deflation, 31
Demand and supply, 2
Depreciation, 10, 87
Depth of market, 105
Derivatives, 16, 23
Descending triangles, 135, 138–139
Divergence patterns, 163–164. See also

Moving average
convergence/divergence (MACD)

Diversification
energy prices example, 35–38
fundamental news, impact of, 33–34
importance of, 29–30, 249, 254
tracking currencies, 31–33
Treasury yield, relationship with

currencies, 34–35
Doji

bearish harami doji cross, 114
bullish harami doji cross, 111, 115
characteristics of, 91, 110–111, 166, 173
dragonfly, 111
evening star, 111, 113
formation of, 123–124
high close (HCD), 120–127, 153–154
high of, 239
hook buy signal, 152, 154
low close (LCD), 127–131, 153–154
morning star, 113
pattern, 99, 245

Dollar Index, 9–10
Double bottoms, 149, 160, 171, 187
Double tops, 140, 187
Dow Jones Industrial Average, 37–38
Downside correction, 151
Downtrends/downtrending market, 49, 56,

59, 77, 87, 91, 98, 109, 113, 131, 151,
174, 210, 218, 237

Downward reversal, 99
Dragonfly doji, 111
Drawdowns, 199–201, 209, 220
Durable goods orders, 50

Economic business cycle, 33–34
Economic contraction, 34, 37
Economic expansion, 34, 38
Economic news release, 53, 205
Economic reports

market impact, 9, 30, 42–44, 53, 120, 177,
205, 234

trading before, 47–52
types of, 44–45

Economic ripple effect, 50–51

Economic slowdown, signs of, 34–35
Efficient portfolios, 202
Ego, 252–253, 257
Eight (8), significance of, 170
Electronic trading, 15, 22
Elliott, Ralph Nelson, 181–182
Elliott wave

cycle, 143
patterns, 142
theory, see Elliott wave theory

Elliott wave theory
characteristics of, 172, 250
commodity and Forex relationship,

194–197
corrections wave, 190, 194
Fibonacci with, 185–187
Forex applications, 189–194
lettered waves, 189
“Nature’s Law–The Secrets of the

Universe,” 181
overview of, 181–182, 197
pivot point analysis and, 191–193
wave cycle, 182–185, 192–194
wave five, 188, 193–194, 196–198
wave four, 184, 188–189, 198
wave one, 185–186, 190, 192–193, 197–198
wave three, 187
wave two, 184, 186–187, 190–191, 191–198

Emergency stop, 206
Emotion-driven investments, 7, 12, 131
Emotional reactions, 249, 255
Employment Cost Index (ECI), 47
Employment report, 45
End-of-day

data/charts, 54
SCO, 122, 128, 131
trading, 240

Energy costs/prices, 35–38, 47, 196
Energy stocks, 10
Engulfing candle patterns, 58, 111, 116–117
Entries, scale in, 242–247
Entry strategy, influential factors, 6, 62, 72,

77–78, 85, 91, 95, 99, 247, 189, 199, 230,
237, 239

Equal-and-opposite
candle pattern, 118, 145, 236
reversal formation, 147–148
trade strategy, 119–121

Equity
curve, 209–210, 221
markets, 34, 57, 231
traders, 199, 245
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Euro, 5, 8, 13, 18–19, 25–26, 29, 31–32,
45–47, 53, 56–59, 71–72, 78–79, 82–83,
90–94, 99, 102, 119–121, 124–125,
128–129, 137, 139, 145, 149–150,
154–155, 165–168, 173, 175, 178,
195–196, 208–209, 218, 235, 244

Euro Currency Trust (FXE), 27, 57, 182
Euro Overnight Index Average (EOIA), 28
European-style options, 22, 26
European trading session, 233
European Union, 33
Evening star formation

characteristics of, 84
doji, 111, 113

Exchange traded funds (ETFs), 27–28, 56,
226

Exercising options, 22–27
Exhaustion, 114, 172
Existing home sales, 3, 51
Exits, scale out, 242–247
Exit strategies, 6, 68, 72, 75, 80, 85, 91,

94–95, 101, 103, 120, 122, 124, 131, 154,
160, 166, 168, 170, 189, 192, 199,
230–231, 233, 241, 244, 246–247

Expectations, 251
Expected returns, 203
Expiration, 19–20, 23, 26, 54
Exponential moving average (EMA),

157–158, 212
Exports, 48–49

Face value, bond investments, 41
Factory orders, implications of, 48
Failed-pattern breakdown, 120
Fair value, 86–87, 205
Falling price environment, 54–55
Falling three methods, 111, 117
Falling wedge pattern, 142–143
False bottom, 155
False breakdowns, 119–120
False breakouts, 118–120, 139, 197–198
False crossover signals, 158
False signals, 122
Fast stochastic indicator, 152, 165, 204
Fear, 104, 222–223, 250–251
Federal deficit, 41
Federal Deposit Insurance Corporation

(FDIC), 28
Federal Open Market Committee (FOMC),

27, 42, 44, 52
Federal Reserve Bank, 2–3, 28, 34, 42, 44
Fees, types of, 28, 80

Fibonacci, generally
analysis, 179, 181, 250
calculator, 169, 178–179, 185
correction, 170–171, 176–178, 184, 190,

195, 198
extensions, 170–173, 178, 184, 186, 192,

195–198
hot tips, 170
number, 81
pivot point analysis compared with,

177–179, 190
projections, 170, 172–179
ratios, 170, 174, 176–177, 179, 183–184,

191, 197–198
retracement, 142, 170–171, 173, 176, 186,

190, 198
series, 170
techniques, 140

Fibonacci, Leonardo, 169–170
15–minute charts, 96, 99, 103, 123, 126, 160,

212, 229, 232
Fifth wave extension, 198
50–day moving average, 85
Filled orders, 239–240
Filtering, 71–73, 75, 87, 95, 122, 189, 210
Fiscal policy, 9, 39–41
Fiscal year, 211
5–minute charts, 120, 184, 229, 232
Five-period pivot point moving average, 95
Fixed-income investments, 41
Flag formation/patterns, 129, 133–135, 148,

188, 196
Flagpole, 133
Flat trend lines, 164
Flexi-accounts, 11–12
Focus, importance of, 250, 253, 257
Foreign currency, 1, 27. See also specific

types of currencies

Foreign exchange currency trading, See

Forex
Foreign stock, 33
Forex

accessibility of, 11
analysis, 19–21
ATM analogy, 4–5
characteristics of, 1–2
daily market activity, 11
decentralized, 12
future directions for, 14–16
futures vs., 4–5, 17–19, 21–22
information resources, 42–44, 64
investment horizon, 7
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Forex (continued)

market operations, 5–6, 95, 157
trades, characteristics of, 1
trading benefits of, 2–4

Fractal concept, 182–183
France, euro trades, 8
Full-lot-size contracts, 18
Full-lot-size, 124, 245
Full-size positions, 11
Fundamental analysis, 1, 8–9, 52
Futures

contracts, pivot point analysis, 82
data, benefits of, 53–54
market, 4–5, 17–19, 21–22, 26, 56–57, 157,

226
options strategy, 63

FX futures, 22
FXMarketSpace, 14–16
fxtriggers.com, 255

Gamblers, 254
Game psychology, 249–257
Gap-fade techniques, 231
Gaps, candlestick patterns, 113–114
Gauge in sensitivity, 152
Genesisft.com, Trade Navigator, 206–208,

212–215
Genesis Software, applications of, 104, 125,

179, 185, 195–196
Geopolitical events

carry trades, 41
fiscal policy, 39–41
impact of, 8, 38–39
monetary policy, 39–41
Treasuries, 41–42

German Producer Price Index (PPI),
119–120

Global distribution network, 14
Goal-setting, 251
Going long, 241
Golden ratio, 170
Good trades, characteristics of, 232
Government treasuries, see Treasury bill

(T-bills)
Gravestone doji, 110–111
Greed, 66, 104, 222, 249, 251
Greeks, 24
Gross domestic product (GDP), 48
Gut instincts, 254

Hammer candle patterns, 88–89, 97,
111–112, 245

Hands-on traders, 164
Hanging man candle pattern, 97
Harami

bearish doji cross, 114–115
bullish doji cross, 115
characteristics of, 114
doji crosses, 111

Hard stop, 103, 127, 129–131, 166, 236, 239,
246, 251

Head and shoulders pattern, 146–148, 182,
187

Headline trades, 7–10
Hedge funds, 8, 14, 60, 77
Hedging, 30
Hidden target levels, 171, 177–178
High

pivot point analysis, 66–73, 75–76, 85, 89,
90, 92, 95, 97, 101 

short-term trades and, 232
stop placement and, 238–240
visual recognition of, 107

High close doji (HCD), 120–127, 153–154,
218, 235–236

High-volume market, 95
Histograms, 160, 166
Historical data/prices, 6, 23, 102
Hold positions, 110, 231–232
Homeland Investment Act (HIA), 8
Home resales, 51
Homma, Munehisa, 107
Hook, sell signal, 152
Hot tips, 22, 52, 56, 113–114, 135, 139–140,

142, 170, 206–208, 237
Housing

bubble, 77
market trends, 2–3, 34, 50–51
starts, 50, 119

How to Make Money in Commodities

(Keltner), 66
How to Make Money in Stocks (O’Neil), 148

Imports, 48–49
Impulse waves, 182
Incorporation, 226
Indecision, sources of, 150. See also

Decision-making process
Index of Leading Indicators, 48
Indicators, see Moving average

convergence/divergence; Stochastics
Industrial production rate, 48
Inflation, 32–33, 35, 47
Inflationary pressure, 43, 196
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Information
gathering, 243
overload, 68, 70–72
resources, types of, 42–44, 64

Initial public offering (IPO), 17
Insider trading information

advantages/disadvantages of, 61–64
Commitments of Traders report, 60–61

Institute of Supply Management (ISM), 49
Institutional investors, 60, 69, 75
Interbank market, 12
Interdependent markets, 16
Interest payments, 13–14
Interest rate, 2–4, 16, 25, 31, 33, 41
Intermediate-term traders, 77, 240
International Monetary Market (IMM), 17
International trade, 32, 48–49
In-the-money (ITM) options, 22, 25–26
Intraday

bounce, 153, 164
charts, 6, 182
drawdown, 220
noise, 110
SCO, 128
signal, 128, 131
period, 237

Intrinsic value, 23, 25
Inventory, real estate market, 2–3
Inverted formations, 113, 147
Inverted yield curve, 34–35
Investment decisions, influential factors,

168, 243
Investment horizon, 27
Investor confidence, influential factors, 110
Investor sentiment, 9
Island top formation, 113

Japanese yen, 13–14, 18–19, 29, 30–31, 53,
55, 90–92, 129, 190, 195–196, 218

JP Morgan Chase Bank, 11, 27
June contracts, 54

%K, 151–152, 154, 157, 163, 166, 204–205,
208, 236

Kelly, John, 200
Kelly formula, 200–201
Kelly ratio, 201, 204, 219
Keltner, Chester W., 66
Kernan, Joe, 20

Lagging indicators, 84–85, 160, 216, 225
Lambert, Don, 66

Lane, George C., 151
Largest loss/win, 204
Last conditional change (LCC) candle, 241,

244–247
Leadership, sectors, 10
Leading indicators, 72, 225
Left shoulder, 146–147
Lettered waves, 189
Leverage, 5–7, 12, 41, 245
Limit orders, 90, 232
Liquid markets, 95
Liquidation, 56, 91, 96, 235, 247
Liquidity, 11, 15, 34
Livermore, Jesse, 250
London market, opening/closing times, 53
Long entry, 91
Long-legged doji, 110–111
Long options, 21
Long position, 2, 7, 22, 26, 30, 58, 60–61, 68,

92, 94, 120, 124, 150, 193
Long-range trading session, 111
Long shadows, 109
Long-term

position, 63
traders, 38, 77, 81, 227
trends, 59, 182, 244

Long trades, 66–67, 240
Look-back test, 210
Losing positions/trades, 129, 145, 232,

250–253
Losses, perception of, 257
Lot(s)

multiple, 246, 251
positions, 103, 126
size, 94, 208–209, 251–252

Low(s)
closing, 129
equal-and-opposite patterns, 120
pivot point analysis, 66–73, 76, 85, 89,

93–94, 97, 101
reactionary, 103
-risk entry, 77
-risk trades, 127
short-term trades and, 232
stop placement and, 238, 240, 244–245
visual recognition of, 107
-volume trading sessions, 68, 73

Low close doji (LCD), 99, 127–131, 145,
153–154, 218, 235–236, 239, 241–242

MACD Histogram Trading System, 211–213
Macroeconomics, 230

Index 285
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Managed funds, 80
Manufacturing sector, 47–49
March contracts, 54
Margin requirements, 21, 24–25, 30
Market analysis, 65
Market conditions, 5, 95, 101, 110, 153–155,

162, 184, 232, 234, 250
Market correction, 80, 151
Market crash, influential factors, 232
Market efficiency, 15
Market expectations, 26
Market noise, 87
Market orders, 91, 235
Market rallies, 80, 92, 97–98, 155, 173
Market reentry, 246
Market reversal, 7, 80, 97, 245
Market sessions, 52, 68, 205
Market tops, 80–84, 155
Market value, 85
Market weakness, 241
Mass human psychology, 184
Mean, 237
Mechanical trading method, 205, 238
Melamed, Leo, 17
Mental stop, 103, 122, 128, 131
Mental stop-close-only (SCO), 129, 166
Middle East, political tensions in, 35–36
Middle East Organization of Petroleum

Exporting Countries (OPEC), 195–196
Mindset, significance of, 252–253
Mini-FX accounts, 11–13, 245, 252
Mini-lot-sizes, 91, 210, 252
Modern Portfolio Theory, 202
Modified chart patterns

cup and handle, 148–150
falling wedge, 142–143
head and shoulders, 146–148
rising wedge, 143–144
sideways trend channels, 145

Momentum
bearish, 218
breakout, 245
bullish, 124, 127, 129
declining, 128
indicators, 166
loss of, 123
shift in, 131, 145, 151, 160
trades/trading, 7, 131, 230

Monetary policy, 9, 31–32, 39–41
Money flow, 10
Money management tools

Kelly formula, 200–201

Sharpe ratio, 201–203
Monthly time frame, 6, 69–77, 80, 85–86, 105
Morning doji star formation, 91, 113, 129
Mortgage Bankers Association Purchase

Applications Index, 50–51
Moving average (M/A)

convergence/divergence, see Moving
average convergence/divergence
(MACD)

crossover signal, 97, 101–102, 153–154,
158–159

implications of, 76–77, 124–125, 131, 155
pivot point analysis/trading, 71, 76–77,

80–83, 91–95, 103, 203
tandem movement of, 96
time factors and, 235
trading system, 66

Moving average convergence/divergence
(MACD)

histograms, 160, 166, 211–213
implications of, 87, 122, 143, 157–162,

166–168, 188, 199
pivot point analysis and, 203
stochastics compared with, 162
zero-line cross, 127, 236

M patterns
characteristics of, 187
tops, 140, 146

Multinational conglomerates corporations,
9, 33, 60, 211

Multiple cluster, 184
Multiple lot positions, 246, 251
Multiple time-frame analysis, 120–121, 225

Narrow-range days, 179
Nasdaq, 38
National Association of Purchasing

Managers (NAPM), 49
National Futures Association , 13
Neckline, head and shoulders formation,

147
Negative assigned candles, 130
Negative close candle, 118
Negative cross/crossover, 99, 124, 131
Negative emotions, 250, 252
Net asset value (NAV), 28
Neutral conditions, 104
Neutral market, 75, 95
New Home Sales, 3, 51
News-driven price-shock events, 52, 67–69,

74, 177, 234
Newton’s law, 110
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New York Board of Trade, 18
New York Stock Exchange (NYSE), 28
New Zealand dollar, 13, 148
9/11 terrorist attack, economic impact of, 34
Non-commercials, 60, 62, 81–82
Noncorrelated markets, 153
Nonreportable positions, 60–62

Oil exploration and production, 10, 32
One cancels the other order, 11
100–day moving average, 85
O’Neil, William, 148
1–2–3 patterns

bottom formation, 140–141
implications of, 182
top formation, 141–142

Online Currency Trading, 4
Open

candles, 97
interest, 21, 28, 58–60
visual recognition of, 107

Open/close
indicator, 75–76
relationship, 94, 108–110, 121, 129, 175,

244
Opening range, 68
Options, 22–27, 226. See also Call options;

Put options
Order-entry platforms, 11
Order execution, 100. See specific types of

orders

Oscillator, 153–154, 158, 166, 204, 222
Out-of-the-money (OTM) options, 23–24
Over-the-counter (OTC)

Foreign Exchange, 16
FX trading platform, 14
market, 4

Overbought condition/market, 96, 150, 158,
160, 205

Oversold market, 77, 151, 158, 160
Overtrading, 100, 254

Panic selling, 121
Partial positions, scaling out of, 243–245
Past candles, 116
Payout ratio, 201, 204
Peak price, establishment of, 118
Pennant formation

characteristics of, 135–137, 188
cup and handle formation compared

with, 148
Personal income and spending, 49–50

Philadelphia Fed survey, 42–43
Piercing candle pattern, 58, 111
PIP (percentage in points), 12–13, 18, 20,

94, 101–103, 119–120, 163, 191–192, 
227

Pivot point (PP), 64, 68–69, 77. See also

Pivot point analysis; Pivot point
trading strategy

Pivot point analysis
applications, generally, 7, 20, 179, 250
benefits of, 65–66, 243
calculator, 105
confluence, 77–84, 92–93
filtering method, 71–73, 75
high, low, and close, 66–73, 75–76, 85, 88,

90, 92–94, 101
long-term, 186
mathematical formula/calculations,

66–67, 72–73, 77, 85–86
moving average system, 76–77, 84–89,

99–100, 129, 174, 217–222, 243
pivot point number, 85
predictive accuracy of, 66
range, 66–68, 73, 75–76, 81, 87, 101
sideways channels, 87
size of position and, 65, 75
strategy development, 90–102
support and resistance levels, 47, 66–78,

80–83, 85–86, 90–91, 93, 98–99, 102,
104–105, 119, 122, 124–127, 129, 152,
166, 184, 192, 203–205, 216, 218, 232,
236, 245–247

time frames, 69–77, 80, 85
uptrending market, 73

Pivot point trading strategy
buy signals, 90–92, 94, 100
early warning system, 97–98
important trading tips, 94
moving averages, 93–100
riding the tide, 102–105
sell signals, 93–102, 94
trading rules, 100–101
trading triggers, 101, 104

Planning action, 243, 252
Portfolio managers, performance fee, 80
Position trader(s), 29–30, 57, 77, 101, 182,

227, 239–240
Positive affirmations, 252–253
Positive assigned candles, 130
Positive close candle, 118
Premature stop, 238
Premature trades, 249
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Premium, options trading, 21, 23–25
Price(s)

advances, 191–192
ceiling, 55
collapse, 176
decline, 57–58, 69
floor, 55
projecting indicator, 146
reversal, 58
shock, 67–69, 74
spikes, 53, 234, 238–241
swings, 61, 67

Prime lending rate, 3
Producer Price Index (PPI), 43, 47
Productivity measures, 48
Professional traders, 62, 75, 101, 222, 237,

251–252
Profit, generally

margin, 47–48, 237
maximization, 164, 241
objectives, 2, 102, 189, 237
target, 178, 205

Profit-taking, 80, 123
Protective hedge, 82
Protective stop, 157
Pullbacks, 73, 90, 95, 149, 171, 173–174, 189,

192–193, 237
Put options, 21, 24–27, 30

Quarterly time period, 105
Quotes, 12

Range, pivot point analysis, 66–69, 73,
75–76, 81, 87, 123

Reactionary low, 178
Real body

candles, 108–109
hammer formation 112
larger-than-normal-size, 123
morning doji star, 113

Real earnings reports, 119–120
Real estate market conditions, 2–4
Real-time

news, 12
tick volume, 56

Recession, 34, 36, 44
Red candle, 107, 109
Regressing to the mean, 205
Relative strength, 159
Relaxation techniques, 253–255
Repatriated funds, 8

Reports, See specific types of reports

as information resource, 42–47
trading before, 47–52

Research, importance of, 14, 237
Resistance, 131, 138–139, 167, 174, 205. See

also Resistance Level 1/Resistance
Level 2/Resistance Level 3

Resistance Level 1/Resistance Level 2/
Resistance Level 3, 68, 70–71, 73–76,
81–83, 86, 93, 98–99, 104, 124, 128–129,
190, 196, 201, 204–205, 208, 212–213

Resource allocation, 30
Retail investors, 4
Retail sales, 50
Retests, 188
Retracement, 73, 141, 149, 170–171, 173,

176, 186, 190, 198
Return %, 204
Reuters, 14–15
Reversal(s), 69, 94, 114, 118, 120, 155, 157.

See also Trend, reversals
Rickshaw doji, 110–111
Right shoulder, 147
Rising price environment, 55
Rising three methods, 117
Rising wedge formation, 143–144, 194
Risk-adjusted performance, 201–203, 222
Risk exposure, 30, 130, 203, 222
Risk-free

rate, 202–203, 222
return, 202

Risk management
importance of, 1, 7, 233–234, 250, 253
inflation and, 34
in options market, 22, 24
pivot point trading strategy, 90, 103
rules for, 233–234
scaling entry/exit positions, 242–247
stop-loss orders, 233–242
volatility and, 233

Risk tolerance, 239
Risk-to-reward

efficiency, 202
parameters, 226
profiles, 203, 222
ratio, 25–26, 211, 233, 235

Rollover
effects, 57
period, futures market, 19–20

Rule-based trading, 14, 103, 168, 175,
233–234, 250, 254
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Runaway market, 123
Rydex, 28–29

Saucer-shape consolidation, 149
Scale-out method, 210, 232
Scale trading, 178
Scalp trades, 69, 155
Seasonality, 210–216, 220–221
Secondary high/low, 155, 157
Sector leaders, 10
Securities and Exchange Commission

(SEC), 28
Self-confidence, development of, 252–253
Selling pressure, 131
Selling rallies, 60
Selling short, see Short sales
Sell-offs, 7, 80, 192
Sell signal(s), 60, 84, 93–104, 128, 152,

159–160, 166, 174, 205, 217–222, 230,
236, 241

Sell stop, 237–238, 241
September contracts, 54
Settlement price, 66–67, 70, 84, 151
Setup patterns, 168, 171, 176, 254
Shadows, candlestick charts, 109–110,

112–113
Sharpe, Bill, 201–202
Shooting star candle, 111–113, 165–167, 196
Short position, 7, 22, 58–62, 81–82, 93, 98,

120, 123, 127, 145, 157, 166, 175, 192,
205, 212, 238

Short sales/trades, 27, 77–78, 129, 147, 150,
240, 246

Short-term time frame, 184
Short-term traders/trading, 10, 38, 52, 77,

95, 131, 152, 157, 227, 230, 232
Sideways channel, 87, 119, 124, 129–130,

145, 153, 241, 245
Sideways market, 101, 243, 245
Simple moving average, 84–85
Simulated trading, 250–253
Single-family-home sales, 50
60–minute charts, 78, 120, 160, 82–183, 229,

232, 246
Size of position/trade, 11–12, 54, 245, 254
Skills development, importance of, 12
Slope, of moving average, 87–88, 95–96
Small candles, 114, 117, 130
Small-range day, 177
Small-real-body candle, 114
Smoothing, 158

Soros, George, 8
Speculation, 9, 82
Speculators, 60–62, 249
Spending habits, 49–50
Spot forex, 16–17, 26, 28, 54–57, 60, 65,

71–72, 78–79, 82–83, 86–88, 123, 128,
154, 173, 235

Spreads, 12–13, 18. See also Bid/ask spread
Spreadsheet applications, 202
Standard & Poor’s (S&P) 500 Index, 16, 95
Standard deviation, 202, 237
Start-up capital recommendations, 219
Stochastics

applications of, 154–155, 164, 168, 188
bearish divergence signals, 155–157, 160,

162–163, 165
bullish convergence signals, 155–157,

159–160
chart patterns and, 122, 143
consolidation, 152–153
defined, 151
integration of, 152–153
market tops, 155
moving average and, 155, 162
oscillators, 153–154, 158, 166, 204, 222
%D, 151–152, 154, 157, 163, 166, 204–205,

208, 236
%K, 151–152, 154, 157, 163, 166, 204–205,

208, 236
pivot point analysis and, 203, 211
validity of, 208–209
volatility and, 152

Stock market, 2, 77, 157
Stop-close-only (SCO) orders, 122, 127–128,

131, 175, 235, 238–242, 245, 251, 254
Stop-loss orders

conditional changes, 240–242
dollar limits, 234–235
hot tip, 237
level, 2
objective, 229
percentage figures, 80, 171, 205, 235
placement of, 190
price levels, 237–240
time factors, 235–237

Stop order(s), see specific types of stop

orders

adjustment of, 131
placement of, 90, 92–93, 103, 119–120,

129, 171, 231
tightening, 123, 126, 154, 233
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Stop-profit orders, 80
Straddles, 24–25
Strangles, 24
Strength indicators, 54
Strike price, options trading, 22–23; 25
Successful traders, characteristics of,

100–101, 124, 223, 242, 250, 254, 257
Supply and demand, 2, 5, 48, 109
Support, buying on, 205
Support and resistance, 65–78, 80–83,

85–86, 90–91, 93, 98–99, 102, 104–105,
108–109, 114, 123–127, 145, 153, 164,
171, 174, 176–177, 216, 218, 225, 228,
230

Support Level 1/Support Level 2/Support
Level 3, 69–70–71, 73–79, 86, 91–92, 98,
104, 129

Support lines, 143, 166
Swedish krona, 18, 29
Swing traders, strategies for, 57, 77, 81, 182
Swing trading, 29–30, 78, 90, 101, 229–232,

237
Swiss franc, 14, 18–19, 29
Swiss National Bank, 32
Swissy, see Swiss franc
Switching period, 20
Symmetrical triangles, 135–137, 139

Tandem market trading, 45, 54
Target levels, pivot point analysis, 67–68
Technical analysis, 6–8, 81, 11, 16, 54, 58,

104, 108, 225, 250
Technically-oriented traders, 90
Technical trading program, 30
Technical Trading Tactics (Person), 252
Technology sector, 38
Technology stocks, 9–10, 77
30–minute charts, 88, 142, 162
Three-candle pattern, 80, 84, 91, 121
Three methods, candlestick charts, 117
Three-period pivot point moving average,

86–87, 89–92, 94–95
Tick value, 19
Time decay, 21
Time frame, 6, 56, 128, 131, 184, 217–218,

222, 225–226, 228–232, 237, 249
Time periods, 154, 158–159, 170
Time value, 23
Timing, see Time frame

futures data, benefits of, 53–54

New York bank settlement close, 70,
205–206, 212

open interest and, 58–60
significance of, 51–52
trading time for Forex, 52, 68
trading volume, 52–58

Tomorrow/next (Tom/Next), 13
Top(s)

double, 187
Elliott wave cycles, 190
-forming candle pattern, 87
head and shoulders, 146–147 
predictions for, 77
real-body candles, 109
tweezer, 118

Total net profit, 204
TradeStation, EasyLanguage, 213–215
Trading account

average-size, 235
importance of, 11–12
opening, 252
simulated, 250–251

Trading opportunities, identification of, 1–2
Trading plan, 14, 57, 103, 168, 219, 233–234,

243–244, 250–251, 253–254
Trading program

systematic, 205
technical, 30

Trading range, 112, 148, 151
Trading rules, 14, 103, 168, 233–234, 250, 254
Trading sessions

European, 233
New York, 70, 205–206, 212
24–hour, 237

Trading software programs, stochastics,
151. See also Computer software
packages

Trading space/environment, 255
Trading style, 17
Trading systems

custom-tailored, 222
dynamics of, 199–200
money management tools, 200–205,

208–210
pivot point moving average system,

217–222
seasonality, 210–217
terminology, 203–205

Trading tactics, diversified, 226
Trading volume, 52–58, 95
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Trading window frames
day trading, 228–229
identification of, 114, 225
swing trading, 229–232
trading as a business, 226–227

Traditional chart patterns
flag, 133–135
hot tips, 135, 139–140, 142
1–2–3, 140–142
triangle, 135–140

Trailing stop, 2, 11, 80, 90, 92, 103, 127, 166,
178, 205–206, 210, 216, 219, 232, 237,
240–241, 245–247

Transparency, 4–5, 15
Trend(s)

analysis, 6, 87, 96, 136
exhaustion, 114, 172
formation, ideal, 164
identification, 174, 190
momentum, 244
reversal, 54–57, 59–60, 77, 80, 97, 103,

157, 164, 174, 225, 240, 243
trading, 16

Trend line(s), 108, 139–140, 142, 163–168
Triangle(s)

ascending, 63, 88
Elliott wave theory, 181, 183, 191
implications of, 188, 229
patterns, 104, 135–140

Tweezer
bottom candles, 118, 236
top formation, 118, 162

24–hour
monitoring, 230–231
trading sessions, 237

20–day moving average, 84–85
200–day moving average, 85
240–minute time period, 230, 232
Two-period close rule, 142, 147, 164

Uncertainty, 176
Underlying market, 25
Unemployment rates, 43
United States

equity market, 5, 28, 57
opening/closing times, 53, 68, 70

U.S. Department of the Treasury, Bureau of
Public Debt, 42

U.S. Dollar (USD), 5, 8, 10, 13, 18, 25–26, 34,
36, 38, 46, 53, 94, 129–130, 135,
141–144, 160–161, 190–191, 195

U.S. Dollar Index®, 18
U.S. Treasuries, 5, 29, 30, 34–35, 39–42, 202
Upside correction, 151
Uptick rule, 28
Uptrend/uptrending market, 57, 59, 73, 75,

77, 80, 87, 92–93, 95, 98, 108–112, 115,
127, 143, 148, 151, 154, 192, 210, 222

Utilities sector, 37

Valuation, of options, 23
Volatility, 16–17, 21, 23, 25, 59, 68, 84, 87,

120, 152, 184, 216–217, 233, 237–238,
240, 243

Volume, 6–7, 21, 28. See also Trading volume

Wait-and-see attitude, 251
Wasting asset, 23
Weakening conditions, 55–56, 58, 164
Weather, economic impact of, 48
Web sites, information resources, 64, 255
Wedge(s)

Elliott wave theory, 181, 183
falling, 142–143
formation/patterns, 63, 188, 194, 196–

197
rising, 143–144, 194

Weekly charts, 6, 9–10, 68–77, 80–81, 85–86,
105, 183

Weightings, 18–19
Wells Fargo, 11
White candle, 97, 107–108, 112–118, 129–

130
Wicks, 109
Williams, Larry, 66
Win/loss ratio, 200–201
Win percent, 204
Win probability, 200–201
Windfall profit, 90, 120
W patterns

bottoms, 140, 148
implications of, 187

Wraps, 116
Writing options, 24–25

Yang, 118–121
Yield, U.S. Treasuries, 34–35, 39–41
Yin, 118–121

Zero-line cross, 158, 160, 166–167, 236
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CUSTOMER NOTE: IF THIS BOOK IS ACCOMPANIED BY

SOFTWARE, PLEASE READ THE FOLLOWING BEFORE

OPENING THE PACKAGE.

This software contains files to help you utilize the models de-
scribed in the accompanying book. By opening the package, you are
agreeing to be bound by the following agreement:

This software product is protected by copyright and all rights are
reserved by the author, John Wiley & Sons, Inc., or their licensors.
You are licensed to use this software on a single computer. Copying
the software to another medium or format for use on a single com-
puter does not violate the U.S. Copyright Law. Copying the software
for any other purpose is a violation of the U.S. Copyright Law.

This software product is sold as is without warranty of any kind,
either express or implied, including but not limited to the implied
warranty of merchantability and fitness for a particular purpose. Nei-
ther Wiley nor its dealers or distributors assumes any liability for any
alleged or actual damages arising from the use of or the inability to
use this software. (Some states do not allow the exclusion of implied
warranties, so the exclusion may not apply to you.)
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