
The RSI (Relative Strength Index) and MA (Moving Average) swing 

trading strategy  

combines two powerful technical indicators to help identify potential entry and exit points for 

swing trades. This strategy is designed to capture short to medium-term price moves (swings) by 

using the RSI to gauge momentum and the MA to identify trend direction. 

Here's how you can use this strategy: 

1. Understand the Indicators 

 RSI (Relative Strength Index): A momentum oscillator that measures the speed and 

change of price movements. It ranges from 0 to 100. 

o Overbought condition: RSI above 70 (possible sell signal). 

o Oversold condition: RSI below 30 (possible buy signal). 

o Neutral: RSI between 40 and 60, indicating no strong trend. 

 MA (Moving Average): A trend-following indicator that smooths out price data to help 

identify the direction of the trend. 

o Simple Moving Average (SMA): The average price over a set number of 

periods. 

o Exponential Moving Average (EMA): Similar to SMA, but gives more weight 

to recent prices. 

o Common periods: 50-period and 200-period MAs are widely used to assess 

medium- and long-term trends. 

2. Setting Up the Indicators 

 RSI Settings: Typically, a 14-period RSI is used. This is standard and helps capture 

enough data for momentum analysis. 

 MA Settings: Use a combination of two moving averages: 

o Short-term MA: A 9-period or 20-period moving average (e.g., EMA). 

o Long-term MA: A 50-period or 200-period moving average (e.g., SMA). 

The short-term MA helps identify short-term price direction, while the long-term MA is used to 

confirm the overall trend. 

3. Swing Trading Strategy Using RSI and MA 

 Step 1: Identify the Trend with Moving Averages 
o If the short-term MA is above the long-term MA, the market is in an uptrend. 

o If the short-term MA is below the long-term MA, the market is in a downtrend. 

 Step 2: Look for Overbought or Oversold Conditions with RSI 
o In an uptrend (short-term MA above long-term MA), buy when the RSI falls 

below 30 (oversold condition) and then moves back above 30. 



o In a downtrend (short-term MA below long-term MA), sell when the RSI rises 

above 70 (overbought condition) and then moves back below 70. 

 Step 3: Confirm the Entry with Price Action 
o Buy Signal: When the RSI dips below 30 (oversold), but then starts to rise back 

above 30, and the price is above both moving averages, look for a confirmation of 

an uptrend continuation. 

o Sell Signal: When the RSI rises above 70 (overbought), but then starts to fall back 

below 70, and the price is below both moving averages, look for a confirmation of 

a downtrend continuation. 

4. Entry and Exit Rules 

 Buy Setup: 

o The short-term MA (e.g., 9-period EMA) crosses above the long-term MA (e.g., 

50-period SMA), confirming an uptrend. 

o The RSI moves out of the oversold zone (below 30 and back above 30), indicating 

that selling pressure is fading. 

o Enter a long position when the RSI moves above 30 and the price is above both 

MAs. 

 Sell Setup: 

o The short-term MA crosses below the long-term MA, confirming a downtrend. 

o The RSI moves out of the overbought zone (above 70 and back below 70), 

indicating that buying pressure is fading. 

o Enter a short position when the RSI moves below 70 and the price is below both 

MAs. 

5. Exit Strategy 

 Take Profit: Set a profit target based on a multiple of your risk (e.g., 2:1 reward-to-risk 

ratio). You could also exit when the RSI hits the opposite extreme (e.g., RSI reaches 

overbought levels in an uptrend). 

 Stop Loss: Place a stop loss just below the recent swing low for long positions or just 

above the recent swing high for short positions. Alternatively, use a percentage-based 

stop loss, such as 2-3% of the entry price. 

6. Example of Swing Trade Setup 

 Buy Example: 

o The price is above the 50-period MA (uptrend). 

o The RSI dips below 30 (oversold), then starts to rise above 30. 

o The 9-period EMA crosses above the 50-period SMA. 

o Enter long after confirmation of the above signals. 

 Sell Example: 

o The price is below the 50-period MA (downtrend). 

o The RSI rises above 70 (overbought), then starts to fall below 70. 

o The 9-period EMA crosses below the 50-period SMA. 



o Enter short after confirmation of the above signals. 

7. Risk Management 

 Position Sizing: Always determine the appropriate position size based on your risk 

tolerance. Risk no more than 1-2% of your trading capital on a single trade. 

 Stop-Loss Orders: Always use a stop loss to limit potential losses, especially since 

swing trading can involve some market volatility. 

8. Additional Tips 

 Look for confluence: A signal is stronger when both RSI and MA indicators align. 

 Avoid trading during sideways markets: This strategy works best in trending markets. 

 Keep an eye on other indicators, such as MACD or volume, to further confirm trends and 

momentum. 

 


