TECHNICAL ANALYSIS

Basic Charts

1.
Line charts

2.
Bar charts

3.
Point & figure charts
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       2.



3.

Trend lines





Up trend line


Downtrend line

Parameters for analysis

1. Volume of trading

2. Extent of penetration

3. Slope of trend line

4. Period of study

Validity of trend line penetration

Case Study

1.Scrip costing an average of Rs.500/- gone down to Rs.400/- with an average volume of 100 to 30

Suggestion  
Buy -For those not having the specific share

Hold -For those having specific share

2. Scrip costing an average of Rs.500/- gone down to Rs.400/- with an average volume of 100 to 200

Suggestion  
XX -For those not having the specific share

Sell/Hold -For those having specific share

3. Scrip costing an average of Rs.500/- gone up to Rs.600/- with an average volume of 100 to 30

Suggestion  
XX -For those not having the specific share

Sell/Hold -For those having specific share

4. Scrip costing an average of Rs.500/- gone up to Rs.600/- with an average volume of 100 to 200

Suggestion  
Buy -For those not having the specific share

Hold -For those having specific share

General advice 

If the price goes below 3% trend line the penetration is said to be valid. This is called "Noise".

Flatter the penetration carries more weight age

Support and resistance levels








Trend Channels for upward and downward movement

Trend channels become best indicators when the price breaches the trend channels

General advice

Sell short when price reaches top of a trend channel and buy when it reaches bottom of a trend channel

Corrective fan

 




This is a downward fan. Similarly an upward corrective fan can be drawn

IA indicates an upward trend

IB is a support to IA and a new formation, which is again a support line

IC is a new penetration - third fan

Third fan indicates a Bull Run violation and a downward trend in market

Profitable Price Patterns

1. Key Reversal days

2. Head & shoulders

3. Inverse head & shoulders

4. Saucers & Rounding Tops

5. Double Tops & Bottoms

6. Rectangle Formation

7. Right Angled triangle

8. Wedges

9. Gaps

1. Key Reversal days

No trend is always constant. Changes take place at the top of a sharp rally or bottom of a sharp decline. Movement will be substantial




2. Head & shoulders

Very common phenomenon. It occurs at the end of a bull run.

Rises to form a peak called the left shoulder and again rises above the left shoulder to form a head and rises again below head to form a right shoulder.

The line connecting the bottoms is called the neckline. Neckline can be straight or slanting

 General advice 

The price fall is equal to the distance between the head & the neckline. Also the point to be noted is volume, period of study and slope of the trend line





3. Inverse Head & Shoulder patterns

These patterns are formed at the end of the bear phase.

4 Saucers & Rounding Tops

This is a slow reversal pattern. Time pattern taken is somewhere around 3 to 4 weeks.

Saucers occur at the end of a bear market and represent market bottoms. Volumes pickup after these positions  






	


	


Rounded tops occur at the end of a bull market. It represents market peaks. Volumes picks up after these positions. A circle can be drawn against price and volume.

5. Double tops and double bottoms

Double tops can be represented by "M” and double bottoms to be represented by "W " 






Double tops have very high volume at the first top and become thinner in the second. If the volume in the second top is high the possibility of the completion of the pattern is lower-it will continue to continue to move up








Double bottoms have very high volumes at the second bottoms. In case the volume is low, pattern will not be completed and will not breach the resistance line.

Suggestion: Action to taken only after double top / double bottom completion. The distance between the two tops will be equal to the peak and the resistance line.

Triple tops denote a price fall. Triple bottom indicates a price & volume rise.

6. Rectangle formation:

Shows upswings and downswings on the price directions






7. Right angled triangle:

Depend on the demand /supply positions. If the supply is more it is difficult to penetrate.

Breakouts usually take place at 2/3rd distance between triangle formation and vertex. The target price has to be noted.






Ascending right-angled triangle formation 


Descending right angled triangle formation

8. Wedges

It takes three four weeks to complete. Occurs when the price fluctuates between two boundary lines and is of two types- rising wedges and the falling wedge.

The difference between the wedge and a right angled triangle is that the in right angled triangle the support line is a straight line whereas in wedge both the lines move in the same direction.

Rising wedge -The lower wedge (support line) is steeper than the other. Price rise become narrower indicating stabilizing position. After 2/3rd of the formation, the fall starts. Occurs in a bearish market.

Falling wedge- it is a temporary interruption of basic up trend. Price form lower tops and bottoms. A bull market follows.


 







