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Numerics
1-2-3 rule, 187–188
2 percent stop rule, 83
30 percent rule, 39
50 percent retracement rule, 307
50-period moving average, 66
1929 stock market crash, 10, 11, 20, 44
1989 stock market crash, 20
2018 stock market crash, 12, 20

A
acceleration, 240
accumulation, 54, 300
Adam and Eve double bottom, 174–175
adaptive moving averages, 224
advance block, 160
advance/decline ratio, 48
advancing issues, 47–48
algorithmic trading (algo trading), 17
artificial intelligence and, 19–20
benefits of, 18
working of, 17–18

allocation, 95–96
analysis, using in ichimoku, 321
analytical method, 23
anchoring, 54
Anthropic, 107
Appel, Gerald, 232
Arnold, Curtis, 170
artificial intelligence (AI), 19–20,  

101–102
assistants, 106
critical thinking and, 104
drawbacks of using, 103
cost, 105
incomplete training, 104
not knowing what to ask, 103–104

program, 103
picking, 105–106

tools, acquainted with, 106–107
The Art of Execution (Freeman-Shor), 90
ascending triangles, 170–171

asset allocation, 97–99
asset price, 91
astronomical analysis, 302
astronomy cycle theories, 303
auction economics, 30–31
auction model of supply and 

demand, 30
autoregressive integrated moving 

average (ARIMA), 193
average directional movement (ADM) 

indicators, 334
average downmove, 246
averages, moving. See moving averages
average trading range, 144–148
average true range (ATR), 146–148, 

260–261, 263–264
average true-range stop, 85
average upmove, 246

B
Babcock, Bruce, 286
backtesting, 71–74, 330, 336
bands
applying stops with ATR, 263–264
Bollinger, 262–263

bandwagon effect, 32
bar charts, 121–123
barometer, 298
bars, 10, 111–128
black, 151
building, 112–119
candlestick bar, 111–112, 150
down-days bars, 116, 121, 122
Fitschen’s simple bar-scoring, 128
heiken ashi bar, 112
identifying trends with, 119–121
key reversal bar, 130
placement, 155–156
reading in real time, 128
special bars (see special bars)
tick bars, 126
time frames, 123–127
up-days bars, 116, 120, 122
Williams three-bar system, 130–131

bar scoring, 128
bar series, 122
base case, 124
bearish divergence, 253
bearish market sentiment, 44
bearish resistance line, 275
bears, 113
beat the market, 23–24
benchmark levels, indicators, 69–70
Bernard, Baruch, 187
best six months rule, 304
Beyond Technical Analysis (Chande), 249
Bigalow, Steve, 149
big-picture theories, 305
black bars, 151–152
black box algo trading systems, 19
black crows, 161
Black, Fischer, 61
black real body, 151
Bloomberg, 47, 125
blowout (blowoff)
bottom, 211
breakout, 203
top, 211

Blue Widget, 34, 56, 62, 83, 
114, 115, 193

Bollinger bands, 262–263, 278
Bollinger, John, 262
bottoming reversal patterns, 175
bottoms, double and triple, 275–276
Box, George E.P., 90
box size, 273
breadth indicators, 47–48
breakaway gaps, 138–139
breakout principle, 335
breakouts, 22, 35, 68, 70
distinguishing between false 

and true, 207
false, 184–185
projecting prices after, 276–278
putting into context, 210–212
retracements, 36–39

broken channel lines, 200
broker platforms, 269
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Buffett, Warren, 89
Building Reliable Trading Systems 

(Fitschen), 128
Bulkowski, Tom, 163, 168–169, 178
bull/bear ratio, 47
bullish divergence, 253
bullish engulfing candlestick, 159, 163
bullish market sentiment, 44
bullish support line, 275
bull markets, 44, 175
bulls, 113
buy-and-hold strategy, 329
buy-and-sell signals, 67
buyers, 113
buy on the rumor, 118–119
buy/sell rules, 183

C
calculating
momentum, 238–242
RSI, 245

calendar effects, 304–305
candlestick-based ichimoku 

indicators, 121
candlestick notation method, 121
candlestick patterns, 149–150
candlesticks, 149–164
advantage of, 150
anatomy of, 150–155
doji, 152
real body, 151–152
shadows, 152–155

bar, 10, 111–112
notation, 150–151

charting, 149
combining with indicators, 161–163
emotions, 155–156
hammer candlestick, 157–158
hanging man candlestick, 157–158
special emotional extreme 

candlestick patterns, 157–161
trading on, 163–164

CANSLIM approach, 240
central reference point, 210
central tendency, 192
Chaikin, Marc, 51
chandelier exit, 85
Chande, Tushar, 249, 284
channel lines
broken, 200
extended, 199

parallel, 200
support-resistance, 198

channels, 162, 197
avoiding losses with, 201
benefits of, 200
breakouts, 210–211
drawbacks of, 201
drawing, 202–204
by hand, 198–200

linear regression, 201
making gains with, 201
straight-line, 200
swing bar, identifying, 198

chart, 10, 179–180
daily, drawing, 272
patterns, 168
P&F, 270–271
stochastic oscillator on, 252–253

chart-based trading, 54
charting, 15, 16
Charting the Stock Market (Hutson), 300
ChatGPT, 106, 107
cherry-picking, 70
Chicago Mercantile Exchange, 115
chikou span, 317
Citigroup Economic Surprise Index, 61
clashing of concepts, 285
classic combinations, 282–284
Claude, 106, 107
Cleveland Federal Reserve Bank, 48
Cleveland index, 48
clock and calendar stops, 86
close
bar, 135
component, 112–113
definition of, 208
at the high, 133
at the low, 133
at the open, 133

closing price, 115–117
closing the window, 160
cloud
building, 316–319
definition of, 314
venturing inside, 321

clustering tendency, 192
cognitive psychology, 88–90
coil pattern, 169
columns, putting each move into,  

271–272
combinations, 129, 130

common gaps, 137
comparative relative strength, 240
conditions, 55–56
configurations, 129, 130
confirmation, 49
adding multiple indicators to get, 279
choosing primary and secondary 
indicators, 281

inserting unexpected 
validators, 281–282

studying classic 
combinations, 282–283

bias, 53–54
line, 174
point, 174

conflicting signals, 285
congestion, 46, 187
Connors, Larry, 249
Conquistador, 286–287
consolidation, 187
constant range bars, 269–270
context analyses, 151
contingencies, 55–56
continuation patterns, 159–

161, 170–173
ascending and descending 

triangles, 170–171
cup and handle pattern, 172–173
dead-cat bounce, 171–172
rising window, 160
three black crows pattern, 161
three white soldier pattern, 160–161

continuation rule, 290
continuation spike, 135
contracting range, 143, 144
conventional support, 

resistance and, 275
conventional technical analysis, 

differences between ichimoku 
and, 314–316

convergence, 69
divergence and, 335
moving average divergence 

and, 230, 231
core Gann concepts, applying 

for, 306–307
correction. See retracements
corrective wave, 309
cost, AI programs, 105
Crabel, Toby, 291
critical thinking, 104
crossover line, 252
crossovers, 68
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crossover trading rule, 215–224
crowd, 27
behavior, 27, 32–33, 40–42
breakout
retracements, 36–38
“to catch a falling knife,” 38–39

creating demand, 31–32
eBay model of supply and 

demand, 30–32
extremes, handling, 40–42
mentality, 28
normal range, 33–35
position squaring, 36
securities, 28–31
unwise, 46
wisdom of, 45–46

crowded position, 37
crowd-following, 135
crypto, 46
cup and handle pattern, 172–173
current move, 191
Curtis Arnold’s PPS Trading System 

(Arnold), 170
curve-fitting, 74, 336
cycles
50 percent retracement rule, 307
astronomical analysis in, 302
big-picture theories, 305
core Gann concepts, applying 

for, 306–307
definition of, 295
differentiating between seasonality 

and calendar effects, 304–305
economic, 297
Hurst’s magic numbers, 301–302
number-based theory for, 298
opinions on theories for, 299
Richard Wyckoff and, 300–301
waves and, 295–300
W.D. Gann’s discovery, 305

Cycles (Dewey), 305
cycle theory, 296–300
cyclicality, 298

D
daily bars, 124–125
daily charts, drawing, 272
daily data, 124
daily price bar, 112
daily trading range, 131

data, displaying with P&F 
charts, 270–271

data service, 126
day trading, 292
Day Trading With Short Term Price 

Patterns and Opening Range 
Breakout (Crabel), 291

dead-cat bounce pattern, 171–172
death cross, 224
decision science, 55
decisions, trading, 284
declining issues, 47–48
default parameter, 66–67
defending sentiment, 47–49
The Definitive Guide to Point and Figure 

(du Plessis), 271
The Definitive Guide to Position Sizing 

Strategies: How to Evaluate Your 
System and Use Position Sizing 
Strategies to Meet Your Objectives 
(Tharp), 98

degree of steepness, 306
Delta phenomenon, 303
The Delta Phenomenon or The Hidden 

Order in All Markets (Wilder), 303
demand, creating, 31–32
DeMark, Thomas, 190
descending triangles, 170–171
detrending, 226
deviation, 33–34
Dewey, Edward R., 305
disinformation, 41
distribution, 54, 301
divergence, 69
convergence and, 335–336
discovering, 244–245
moving average convergence 

and, 230, 231
diverging, definition of, 230, 231
diversification, 331
Dobson, Edward, 235
doji, 133, 152–153, 155, 156, 163
dollar amount, 81, 98
Donchian, Richard, 223
Donchian rules, 223
dot-com bubble (1999), 46
double bottom, 168, 173–175, 276
double top, 174, 175, 276
Dow, Charles, 8
The Dow Jones-Irwin Guide To Trading 

Systems (Babcock), 286
down-day bars, 116, 121, 122

downside breakaway gap, 139
downside breakout, 211
downtrends, 14, 121, 185, 264
Dow theory, 8
dragonfly doji, 153
drawing
ascending and descending 

triangles, 170–171
daily charts, 272
linear regression channels, 202–204
linear regression lines, 191–192
real body, 151
support and resistance lines, 182–183
trendlines
internal, 191–195
rule-based, 182–189

Duarte, Joe, 52
dueling channels, 205
du Plessis, Jeremy, 271
duration, modifying, 208
dynamic lines, 215
moving averages (see moving  

averages)

E
early entries, 291
eBay model of supply and 

demand, 30–32
economic activity, linking sunspots to 

stock market and, 303
economic cycle, 297
Edwards, Robert D., 8–9
efficient markets hypothesis, 12
The Elliott Wave Principle (Frost), 310
Elliott Waves, 308–310
emotions, 155–156
Encyclopedia of Candlestick Charts 

(Bulkowski), 163
Encyclopedia of Chart Patterns 

(Bulkowski), 168
engulfing pattern, 159
entries, getting early, 291
environments, 135
errors, hyperbolic discounting, 54–55
Events
noise and, 60, 61
risks, 118–119

exhaustion gaps, 139–140
existing trends, acceleration of, 211
exit plan, 21
exits, 291
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expanding range, 143, 144
expectancy, 76, 91, 93, 94
expected return, 92
expected rise, 171
exponential moving average (EMA), 224
extent filter, 219
extreme sentiment filter, 219

F
fading the trend, 65–66
falling window, 160
false breakouts, 184–185
distinguishing between true 

and, 207–210
filters, 207–210
first line of defense, 208
indicators, looking for, 208
verifying with volume, 208

putting into context, 207–210
acceleration of existing trends, 211
transitioning between orderly and 
disorderly, 211

volatility, 211
false signal, 218
fast thinking, 52–54, 88
fat tails, 34
Fear and Greed Index, 47
features, of channels, 204–205
Fibonacci sequence, 42, 308
filling the gap, 141–142, 160
filtering whipsaws, 218
filters
description of, 208–209
extent filter, 219
extreme sentiment filter, 219

first gap, 141
first line of defense, 208
Fitschen, Keith, 128
fitting, 191
flash crashes, 18
forecast, 9–10, 193
foreign exchange (FX), 40, 184, 321
Formula Research newsletter 

(Freeburg), 286
Forty-Five Years in Wall Street  

(Gann), 306
The Fractal Geometry of Nature 

(Mandelbrot), 67
fractal quality, 67, 123

fractal trading, 67
framing perceptions, 53
Freeburg, Nelson, 286
Freeman-Shor, Lee, 90
Frost, A.J., 310
fundamentals, 37–38, 44

G
gain/loss ratio, 102, 279, 280
gains
enhancing with selective timing, 288
making with channels, 201

game theory, 332
Gann, W.D., 306
gaps, 135–142
breakaway, 138–139
checking, 145–146
common gaps, 137
exhaustion gaps, 139–140
filling the gap, 141–142, 160
first gap, 141
identifying, 136
island reversal, 140–141
measuring, 136, 179
pinpointing, 135–137
price gaps, 135–136
runaway gaps, 138, 139

Gladwell, Malcolm, 289
golden cross, 224
go short, 65
Granville, Joseph, 50
gravestone doji, 153
gross move, 259
groupthink, 28
guerilla trading, 288–289, 293

H
Haghani, Victor, 91
hammer candlestick, 157–158
The Handbook of Portfolio Mathematics: 

Formulas for Optimal Allocation 
and Leverage (Vince), 98

hand-drawn channels, 198–200
hanging man candlestick, 157–158
harami, 158–159
harami cross, 158
head-and-shoulders pattern, 176–177

heiken ashi bar, 112
herd effect. See crowd, behavior
high component, 112–113
higher high, 116, 120
higher low, 120
higher time frames, 124–125
high-frequency trading (HFT), 18
high-low range, 142–143
high note, closing on, 132
high, of price bar, 117–119
High Probability Trade Setups 

(Knight), 291
High Profit Candlestick Patterns 

(Bigalow), 149
high volatility, 210
rising, 257
with trending, 258
without trending, 258

Hinton, Geoffrey, 104
Hirsch, Jeffrey, 304
Hirsch, Yale, 304
historic levels, 69–70
holding period, maximum 

move and, 259
horizontal axis, 273
horizontal projection, 277–278
horizontal support, resistance and, 274
hourly bars, 124–125
How Not to Invest (Ritholz), 90
How to Make Money in Commodities 

(Keltner Statistical Service), 226
How to Make Money in Stocks: A Winning 

System in Good Times and Bad 
(O’Neil), 172

How to Make Profits Trading in 
Commodities (Gann), 306

Hurst, J. M., 301
Hurst’s magic numbers, 300
Hutson, Jack, 226, 300
hyperbolic discounting, 52

I
ichimoku, 313–319
adding multiple to get 

confirmation, 279
choosing primary and secondary 
indicators, 281

classic combinations, 
studying, 282–283

inserting unexpected 
validators, 281–282
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adapting to core concepts, 315–316
characteristics of, 314
cloud, building, 316–319
differences with conventional 

technical analysis, 314–316
reliability of, 319–321
trading with, 322–324
using in analysis, 321

Ichimoku Charts (Elliott), 314
identifying
gaps, 136
patterns, 168, 170
special bars, 132–133
trendedness, 192–194
trends with bars, 119–121

illiquidity, 49
impulse wave, 309
indecisive market, 131
indicator-based stops, 84–86
indicators, 2, 7, 11, 59, 63
backtesting, 71–74
benchmark levels, 69–70
breadth indicators, 47–48
breakout principle, 335
candlestick-based ichimoku 

indicators, 121
candlestick patterns with, 161–163
choosing, 70–71
classifying, 63
combining with candlesticks, 161–163
edge from, 62–66
examining, 71–74
finding time frames, 66–67
fixing, 73
heeding signals, 67–69
identical, 284
inside the market, 62
judgment-based, 63
market indicators, 43
math-based, 63
math-generated, 334
modifying, 71
noise, 60–62
patterns, 334
risks with, 20
sentiment indicators, 43, 44, 48–49
shortcomings, 59
simple moving average crossover 

test, 72, 73

support and resistance lines, 40
tips for using, 333
trading rules with, 79–80
trading style choosing, 64–66
volume indicators, 50–51, 143–144

inside day, 133
in sync, 60
internal dynamics of the price, 248
internal trendlines, 191–195
identifying trendedness,  

192–194
linear regression, 191–192

interval, selecting, 126–127
intraday data, 126
intraday, definition of, 291
An Introduction to Ichimoku Kinko Clouds 

(Elliott), 314
invalid linear regression, drawing, 194
inverse head-and-shoulders 

pattern, 177
investors
monitoring, 47
trader vs, 13

Investor’s Business Daily (O’Neil), 42
Investors’ Intelligence Service, 47
“invisible gorilla” experiment, 54
island reversal, 140–141

J
joint probability, 56
J.P. Morgan, 19
judgment-based indicators, 63

K
Kahneman, Daniel, 52, 54, 88
KAMA (Kaufman’s adaptive moving 

average), 226
Kansas City Bank, 48
Kapoor, Sayash, 104
Kaufman, Perry, 61, 226
Keltner, Chester, 226
key reversal bar, 130, 134
key reversal day, 135
kijun-sen, 316
Kinlaw, William, 95
Knight, Timothy, 291
known unknowns, 89
Kritzman, Mark, 95

L
lag, fixing, 222–223
Lane, George, 250
last-three-days rule, 84
law of large numbers, 40
The Law of Vibration (Plummer), 299
LeBeau, Chuck, 85
Leibovit, Mark, 49
level rule, 220
limitations, handling, 220–221
linear regression, 201
linear regression channel (standard 

error channel), 201
linear regression line, 191
rules for drawing, 191–192
using, 194–195

lines, 7, 10
confirmation lines, 174
resistance lines, 170, 182–189
support lines, 171, 182–183

liquidity, 127
liquid security, 127
Loeb, Gerald, 42
Long, Danton, 269
long lower shadow, 155
long shadows, 154–155
long upper shadow, 155
lookback period, 66, 67
losses
accepting in technical  

trading, 329
avoiding with channels, 201
controlling, 21–22, 81
recovering, 22

low component, 112–113
lower lows, 121
low of the day, 119
low volatility, 210
low-volume security, 140
lunar cycle theory, 302–303

M
Magee, John, 8–9
The Magic Word (Gann), 306
Mamis, Justin, 44
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Mandelbrot, Benoit, 67
mania, 32, 41
markdown, 301
market, 321
behavior, 40–42
indicators, 43
range-trading, 223
timing, 15, 16

market-makers, 127
market sentiment, 7, 9, 16, 20, 43, 129
decision science, 55–57
defending sentiment, 47–49
hyperbolic discounting, 52–55
origin of, 44–46
volume, 49–52

Market Wizards (Schwager), 82
Markowitz, Harry, 97
mark-to-market, 115
markup, 300
marubozu candles, 154
math-based indicators, 63
The Mathematics of Money Management 

(Vince), 98
math-generated indicators, 334
math method, 15
maximum adverse excursion (worst-

case stop loss), 84, 259
maximum favorable excursion (profit 

target), 84, 259
maximum move, tracking, 259
mean reversion, 34, 192
measured moves concept, 177–180
measuring
gaps, 146
trade, 77, 92
volatility, 259
with ATR indicator, 261
maximum move, tracking, 259
standard deviation, 260
using Bollinger bands, 262–263

median price, 264
mental stops, 82–83
MetaTrader, 106
midpoint, 51
Minus Directional Movement 

(-DM), 249
The Missing Billionaires (Haghani 

&White), 91
missing shadows, 153–154
momentum, 31, 237–238
applying, 244–245

calculating, 238–242
embedded, 319
filtering, 243
price changes for, 240
RSI, 245
stochastic oscillator,  

250–253
momentum bar (Mbar), 269
momentum cycle, 243
momentum indicators, 69
momentum investing, 239–240
money management, 332
money stop, 83
moves, putting each into 

columns, 271–272
moving average convergence/

divergence (MACD), 64, 107, 232
moving average crossover, 72, 73
moving averages, 215–224
adaptive, 225
comparing with Donchian rules with 

level rules, 223
convergence, 230–233
crossover trading rule, 215–224
divergence, 230–233
level rule, 220
limitations, handling, 220–221
numbers, 223–224
P&F charting, using with, 276
ribbon, 230
system for, 226
trying three-way approach,  

229–230
two moving average crossover 

trading rule, 228–229
type, choosing, 226–227
using multiple, 227
weighted and exponential, 224
wild and woolly, 226

moving-average stop, 85
moving midpoints, 316
multiple indicators, getting 

confirmation by adding, 280
choosing primary and secondary 

indicators, 284
classic combinations, 

studying, 282–283
inserting unexpected 

validators, 281–282
multiple moving average, 227
Munger, Charlie, 89

N
Narayanan, Arvind, 104
natural harmonic wavelength 

relationships, Hurst’s, 301
The Nature of Risk: Stock Market Survival 

& the Meaning of Life (Mamis), 44
neckline, 176, 178
New Market Timing Techniques: 

Innovative Studies in Market 
Rhythm & Price Exhaustion 
(DeMark), 190

The New Market Wizards (Schwager), 82
The New Science of Technical Analysis 

(DeMark), 190
The New Technical Trader (Chande), 250
New York Stock Exchange, 115
Nison, Steve, 149
no-guru rule, 78
noise, 60
Events and, 60–61
fixing, 221–222
indicators, 60–62
origin of, 61–62
randomness and, 61–62
traders, 62

nonprice factors, 19
nontechnical judgments, 289
nontrending bars, 122–123
nontrending (sideways) market, 221
normal pricing, 32–33
normal range, 33–35
number-based cycle theories, 299
numbers
moving average, 223–224
putting to stochastic %K, 250–252

O
off-trend, 198
on-balance volume (OBV), 50
one-hour trade, 21
O’Neil, William, 42, 172, 240
on the trend, 198
open-close position, 144
open component, 112–113
Open-High-Low-Close 

component, 112–113
opening price, 112, 114–115
open is at the high, 133
open is at the low, 133
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Open Yahoo! Finance, 28
“Optimal F” idea, 99
optimization, 71
The Option Advisor (Schaeffer), 52
orderly, transitioning between 

disorderly and, 211
orderly trend, 211
oscillators, 68, 246
outliers, 217, 218
Outliers (Gladwell), 289
outside day, 133
overbought, 37, 246, 248
overinvestment, 91
oversold, 37, 246, 248
overtrading, 218

P
panic, 32, 41
parabolic stop-and-reverse model, 

85, 86, 278
Patel, Manesh, 323
pattern profitability strategy (PPS), 170
pattern-recognition methods, 63
patterns, 167–180, 274–276
candlestick patterns, 149–150
chart patterns, 168
continuation patterns, 159–

161, 170–173
identifying, 168, 170, 334
imagination in, 168–170
measured move, 177–180
reversal patterns, 159, 160,  

173–177
special emotional extreme 

candlestick patterns, 157–161
pattern stops, 85
Peloille, Karen, 314
P&F (point-and-figure) charts, 270–271
pictures, reversal amount, 

adding to, 274
pinpointing gaps, 135–137
pivot point, 189
platforms, broker, 269
Plummer, Tony, 299
Plus Directional Movement (+DM), 249
point-and-figure (P&F) charts, 270–271
position
adjusting, 96–97
limit, 36
rules for closing, 79

rules for opening, 79
size, 98

positioning, 35–36
position squaring, 36
positive expectancy, 76, 91–92
measuring trade, 92
stakes, 92–94

A Practitioner’s Guide to Asset Allocation 
(Kinlaw, Kritzman, Turkington), 95

preponderance of evidence, 285
price bars, 2, 111–113, 204
price behavior, 7
price changes, for momentum, 240
price chart, 14
price Events, 61
price gap, 135–136
price movement, 198
price range, 28, 201
price rate-of-change, simple 

momentum and, 240–241
price series, 155
prices, projecting after 

breakouts, 276–278
primary (ruling) concept, 281
primary indicators, 281
probability, 56, 89–91, 328
probe, 130
Profitable Candlestick Trading 

(Bigalow), 149
The Profit Magic of Stock Transaction 

Timing (Hurst), 302
profit-taking, 132, 139
profit-taking correction, 38
profit target (maximum favorable 

excursion), 259
promotions, 60
pullbacks, 139, 174, 177, 187
pyramiding, 96

Q
quants, 3, 15

R
Raff, Gilbert, 202
Raff version, 205
random spikes, 62
range changes, 142–144
range contraction, 143, 144, 261
range, definition of, 197

range expansion, 143, 261
range limits, 68
range-trading, 64, 223, 258
Raschke, Linda, 249
real body, 150–152, 162
realized gain, 220
reallocation, 96, 97
rearview-mirror criticism, 74
recent past, 191
reflexivity, 40
relative highs, 262
relative lows, 262
relative price of options, 52
relative strength (RS), 246, 250, 287
relative strength index (RSI),  

245–250, 287
reliability quotient, 57
resistance, 28–30
channel, drawing, 199
conventional support and, 275
horizontal support and, 274
support and, 274–275

resistance lines, 170, 186, 187, 
199–200, 335

drawing, 182–189
using to enter and exit, 185–187

retail traders, 41
retracements, 36–39, 64, 66, 167,  

171–172, 174–175, 179, 
200, 310–312

reversal amount, adding to 
pictures, 274

reversal patterns
double bottom, 173–175
double tops, 175
engulfing pattern, 159
shooting star pattern, 159
triple top or bottom, 176–177

reversal point, 14, 130
reversion to the mean, 33–35
ribbon, using, 230–231
rising volume, 143–144
rising window, 160
risk management, 117
risk profile, 76–78
measuring trade, 77
no-guru rule, 78
positive expectancy, 76
stakes, 77–78

risk-reward money stops, 83–84
risk-reward ratio, 83–84



352      Technical Analysis For Dummies

33_9781394376933-bindex.indd 352	 Trim size: 7.375 in × 9.25 in� April 8, 2026 8:51 PM

Ritholz, Barry, 90
Rothschilds secret cycle technique, 298
round numbers, 39
rule-based trendlines, 182–189
1-2-3 rule, 187–188
breakouts and false 

breakouts, 184–185
enter and exit
with resistance lines, 185–187
with support lines, 183–184
support lines and resistance 
lines, 182–183

rules, 21
ruling (primary) concept, 281
runaway gaps, 138, 139

S
sample size, 56–57
Saros cycle, 302
scaling in, 96
scaling out, 97
scaling up or down, 79
Schaeffer, Bernie, 52
Schwager, Jack, 82
seasonality, differentiating between 

calendar effects and, 304–305
seasonality tracker, 304
secondary indicators, 281
securities, 115
auction economics, 30–31
liquid, 127
pricing, 28, 35
support and resistance, 28–30
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