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Saciats Introduction

U3A Nunawading Summer School 2019

Presenting three 2-hour sessions:

+ Share Market 101
* Share Market Price Charts — Unlocking Secrets

+ Trend Trading ASX Shares

One-page outline hand-out.
Detailed notes from these sessions are available in

Brainy's Share Market Toolbox website:
www.robertbrain.com/presentations
Three versions — brief handout, the slides, “speaker”

notes.

e o e e e i -

Prg::c f.i::rt Introduction

Additional comments?

When Robert publishes presentation
slides such as this set, there is

usually a version of the slides
available for Brainy's Share Market
Toolbox (premium) members which

includes additional explanatory
comments — referred to as the
“Speaker Notes".

Each page in the set has the slide on the top half g
the page and the “notes” on the bottom half
{as shown at right}

(C) Copyright, January 2019, Robert B Brain



Price Chart Secrets (Technical Analysis)

s Introduction

Today’s Agenda

Technical analysis:

= Technical analysis — why is it useful?
Price charts — line, candle, Support, Resistance
Trends — up, down, none
Simple indicators
Volume is important
Chart patterns
Candlestick patterns
How to implement and use TA

L2 T O T T T I

Next steps and some tips.

s Introduction

Firstly — trading v investing

= Terminology:
“trading” versus “investing” — grey area
also: trader versus investor

* “Shorter term investing” ~ “trading”

« Both investors and traders can hold positions
for several days up to several years

« The material in this presentation
applies to all these people!

» ‘"Day trading” is a special activity.

ﬁ\‘
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Price Chart ;
Sacrate Introduction

Assumptions

= Today's focus is only on
trading/investing in Australian shares

= CFDs will be mentioned as an aside

= Not discussed: currencies (forex),
options, warrants, futures.

1 oyt 30 Aot 8. S — By s Mt Tt — et s LW
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Price Chart Secrets (Technical Analysis)

Price Chart ;
Saciats Introduction

About... Robert Brain

Nimble Short term Investor

consultant, educator and part-time* share trader
web-based sharemarket-support business

®  Many years experience & Engineering Degree
as trainer, prasentar, {structured thinking with an
conference facilitator {Scouts) eye for charts and diagrams)

® Share Market —active 20+ years® @ 30+ years — professional experiance
{slowly at first) ’T\/ | {IT and management)

® Chartist ie. technical analyst || IJ“'M' ® No AFS license!
{ATAA member and national director) {Can't give advice)

®  Provide support and tultion X ® BullCharts software

to traders and investars
Brainy's Share Market Toolbox [~

® Former member Mensa

{convenor Australian BullCharts
User Group and authorised reseller
offering special pricing)

14

* - Mot yet enough capital to live off the proceeds of trading Conflict of lntergst?
(after trading as a hobby until & career change in 2008) Bapm
© Gy 2078 Nt B Ere — Sry's Shers Masket Toabese — e vt s L[

Price Chart ;
Saciats Introduction

Important Notice — No Advice!

= This presentation does not include any advice.

= For proper advice, your personal financial
situation needs to be considered.

= This presentation is pure education,

only for your general awareness.

= There are no recommendations to take any
action, or to invest any money in any way.

= Always consult a properly licensed advisor
before making investment decisions.

'\;“_\;..
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Prg::c E.'E" Introduction

Important Notice
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Price Chart Secrets (Technical Analysis)

fifles Ohart 1. Technical Analysis — useful

Technical Analysis
What is it?
Why use it?
Can we make money with it?
Is it useful for investors?

Every chart tells a story.
[ It pays to understand the stories in the charts.

fifles Ohart 1. Technical Analysis — useful

Technical Analysis is very useful!

for investors and traders! g E? ]

Share market price charts
= summarise the underlying
— opinions and emotions

of the real market participants
(the actual buyers and sellers).

fFiles Ohwt 1. Technical Analysis — useful

Technical Analysis is very useful!

The usefulness of technical analysis
is based on the notion that

past share price history and behaviour
is somewhat repeatable and predictable,

because the observations
are based on

observing how the opinions of
market participants
have changed over time.

Sy 399 Rssert . B — drny's Siars Marked Toaloos — o (54813180 533

@
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Price Chart Secrets (Technical Analysis)

Fm 1. Technical Analysis — useful

T.A. — One accepted definition
The use of market data
and charting skills
to anticipate market direction
and timing
to make consistent profits.

™

Fm 1. Technical Analysis — useful

Why use technical analysis?
v" To help understand more about
why the prices are moving (opinions and emotions)
v’ To optimise the entry and exit
v Minimise downside risks &
isk and
v’ Maximise upside potential money

management

v’ Protect hard-earned capital and

+ Minimise any losses analysis

The more successful traders
and shorter-term investors
use some form of technical analysis.

V4 e e i R

1. Technical Analysis — useful

T.A. is a very broad field comprising:

1. Price charts, and chart patterns
2. Candlestick (or bar) charts, and candle patterns
3. Chart Indicators
* Moving Average, MACD, RSI, P-SAR, etc.

Numeric (computational) analysis
. Specialist topics:

* Fibonacci, Elliott Wave, W.D.Gann
6. Using charting software

But you don't have to master all of it!!

i -

o &

&7
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Price Chart Secrets (Technical Analysis)

Pm 1. Technical Analysis — useful

The most useful aspects

1. Uptrends and downtrends
2. Support and Resistance We wil
. focus on
3. Volume — is important these
today
4. Chart and candle patterns
5. Price breakouts as one example.
Technical analysis is very useful
for both investors and traders
Every chart tells a story.
[ It pays to understand the stories in the charts.

A e o e i i R

Pm 1. Technical Analysis — useful

Example price chart observations

1. Weekly candlesticks 4. Price consolidation
. (below resistance)
2. Log price scale & Break ot
. Break ou
3. MA chart indicator
6. Up trend
AMU Weeky  AMU Weekly Moving Average

= 025
= D20
~ 015
= 010

06270 H-0 720 -0 72 0000 0.00%

Base Consolidation | ”

025 1L | o
i
i I i 38 bars : e
- B 38 months
For 38 months, market ] o o
pariicipants had an opinion: |
“This stok is worth L *UT‘}"’* l.l,jt#l_ °
more than 8 cents T -.‘g” '-.+¢,11 b4 L

but less than 14 cents.”
So, price was stuck

+ERIT]
under “resistance” .. 10 month SMA
of wolume -
|I o

= g _/
I {T L T_'j T||II;.}_.'-“I':’hﬁ.‘rihrl‘..in.|T.-J o

et [2an [Aar [ 0ot [dan [Apr [ [oet [dae Ao [0 [t [an [apr [ie
ToEs a0 T ;
s] | Every chart tells a story.
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Pm 1. Technical Analysis — useful

“ P'rlé-é "bréakout

|
|
and volume spike I “’J i’

| thy |ﬂ“m‘

L..priCe WaS SWUCK et
under “resistance”
until July 2003,

then opinion changed
and price broke
above resistance

with a Big White candie ™

¥’
RIS
10 month SMA E
of volume =
and much higher volume. / }

T —— || || |||| (il |||..I|fI'T'lT. i r

uq%_e_i.an]im [t o Tdsn [apr [ad Jont |Jr\ por |u [t |Ja||ﬂ: o Je aa||-; [t
TR [THAN il

Pm 1. Technical Analysis — useful

Fundamental vs Technical

1. The usefulness of fundamental analysis
is not really all it's cracked up to be

2. Too much focus on “fair value” or
“share price valuations” and forward estimates
(which are really just “educated opinions”

with a variety of built-in assumptions)
3. Technical analysis certainly provides an

advantage for the investor and trader
(because it summarises the current opinions of
the market participants about “fair value”).

Every chart tells a story.

© Gty 270 Rt 0. Brne— By Shars Market Tosbe — st wtaimn g LG

: 1. Technical Analysis — useful

Can you make money?

Many technical analysts

do make money;

but many do not,

because of their misuse of T.A. or
their lack of preparation or understanding.

Every chart tells a story.

It pays to understand the stories in the charts.

i TP
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Price Chart Secrets (Technical Analysis)

fifles Ohart 1. Technical Analysis — useful
Research papers?

Over the years a number of researchers
have performed simulations and case studies
to test the veracity and usefulness
of technical analysis and
many conclusions are
based on incorrect or misinformed use
of technical analysis.

Beware of the inherent
confirmation cognitive bias
of believing these without reviewing the
arguments and studies in favour of TA.

=
PSS HIT My U NS ere———

fifles Ohart 1. Technical Analysis — useful

Technical Analysis is very useful!

Share market price charts
summarise the underlying
opinions and emotions
of the real market participants.

Every chart tells a story. /@(]

& It pays to understand the
= stories in the price charts.
4

Every chart tells a story.

""';” Chart 2. Price charts...
Price charts
TOPICS:

= Line charts versus candlestick charts

* Periods — daily, weekly, monthly
= Support and Resistance

(C) Copyright, January 2019, Robert B Brain



Price Chart Secrets (Technical Analysis)

P";:c‘rm" 2. Price charts...
Line chart
Daily line e w

chart, shows .
the close price - !

Telstra (TLS)|
daily line

each day, |
joined together ™ |
with straight '

lines. -
Q: How much

volatility was =
there during

heweokr™ £ ‘_lj‘h_!u1||_|||n_”|IH||‘_|__”_HHH‘I_|I‘||_ |||,,_||_l|_||||__5‘3

P";:c‘rm" 2. Price charts...

Candlestick chart

Daily candle i el
chart, shows f

price during

the range in iqﬂ'.u*w‘aﬂll'”r? ?ameT |
| i
: |

the day. R _
Some candles - }- b
are short, and - - # i

some are long " |

El_l_}“l_l_lrl_ll||_|||I|H||HH‘!HJIHH“_“M; “!._."._'!‘."'.;';

"'LF:JEJ‘&" 2. Price charts...

Bars and Candles

The bars and

e candles

on a price chart
tell us a lot about

the opinions of the
market participants.

(do you know how?) I
4 By,

0oy 398 R . M — e S Mot Tocs — ek sy P T
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Price Chart Secrets (Technical Analysis)

Pr;fcfnh:i" 2. Price charts...

OHLC Bar and Candle...

Each baron a
bar chart, and

each candle on

a candle chart

summarises the

R price action
in any one “period”

(a day, week, month, etc.).
& -

=
B B ;R

Pr;fcfnh:i" 2. Price charts...

Candle features — the White candle

I ——_ “high” price
for the period

(top of candle tail)

“open” price

for the period “close” price
(bottom of candle body) for the periOd

(top of candle body)

“low” price

for the period

(bottom of candle tail)

A“period” is a
day, week, mont%r}; etc.

e e B B e T ;R

"'L?’:Jfl‘:" 2. Price charts...

Candle features — the Black candle

¥~ “high” price

for the period

/ (top of candle tail)

“open” price
for the period

(boftom of candle body)

“close” price
“low” price for the period
for the period — (top of candle body)

(bottom of candle tail)

A“period” is a

day, week, month, etc.

[t AR g SPsE— S

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Price Chart
Secrots 2. Price charts...
Which candle is which?
“close” price I
for the perio
Just think that the
black coloured candle
is gloomy, so itis
“down" for the period, and
its close is lower than open \
“open” price

for the period

Price Chart 2. Price charts...

Price Support and Resistance

| every candle summarises
the price action

Support lines I in one month.

T LvTa On a monthly candle chart |

'Resistance line |

'T IR

1%L astresistance was sventialy

- l T *_ defeated. and the same price level |

] [= ihen became support later on,
Lol [] s
" Il (=)

[

Note: Sometimes a

' “fat pencil” is appropriate

F T E] especially on monthly or
weekly price charis.

J I nx~ SUppart “zone”, with e price |
falling towards it, and then bauncing

T m————— e T

Price Chart 2. Price charts...

Secrets

Price resistance — HOW SO?

B Povter Sepparifiean b B - Merovly SR LLITOM | T
In 2006, the majority of Bpsiergs i froablemab
market participants L the price action
had an opinion: el I oris hant
“BHP is worth more than $23; l b ;
but not worth more than Lo” l-'l‘ |
about $31 to $32” T ‘ ‘ Ie t
e : 1 L
i s B '] i Remember:
. | 1 + There is no point trying to
“li T argue with “Mr. Market”! I
szfil— P AT :
. {au Resistance line I Note: Sometimes a
| “fat pencil’ is appropriate
BB R R FENPE R especiailyup menthly or
' P z 1 n_'eekly price. t_:haﬂs_._?_ .

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (

St

Technical Analysis)

2. Price charts...

From April 2007, their
opinions changed:
“BHP is now worth

more than $30"

Price support — HOW S0O7?

.....

There is no point

IEl | T*— |
| P trying to argue with
“|| *m '#o “Mr. Market"l
&
fiflge Ohet 2. Price charts...

Daily candle o
chart, shows
the range in
price each day.

Some candles
are short, and
some are long.

Dail_y chart

et s ey
|'|’ 0 :II Ik
T L [ LW
Telata (TLS) ','-' e g
| daily candies UL |
This chart covers |
| just 5 manths.

[hIJ“!“‘lﬂ_!“I_gI_I|_|__||J|_[|_u|l.[|__|||!|_ﬂ||_i_||||1|ﬁ[:]_|_!p_5_|;!!_!!}|g]_|||‘_|,|l!|![l|;ﬂ|!ll_h!Lu_hgjll_a;_ﬂ;

Pm 2. Price charts...

Daily line il Teistra (TLS)] <
chart, shows || | Dally chart &
the close price * - 3
each day, a1 a
joined together | - s
with straight b oo
lines. ” F =
Q.’ HOW ITIUCh e 2 | Adaily chart can cover |
volatility was i big

there during ' dL‘
the day? om, s e | i 2 [ lon [t [owe b

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Price Chart 2. Price charts...

Weekly chart

¥

Weekly line e e S— ,
chart, show_s SolsEa (TS s
the close price = Weekly chart
each week, : :

joined together [ Adowntenuis

3 . fikely to continue
with straight > (like catching a falling knife) ”
Ilnes' 0 A weekly chart can cover P
al ersod in 6 L
Q: How much Thix one s 3 years.

volatility was =~ == CEE

there during i e b I\ e
heweeky™ |~ "i[Imlui;gh_iﬂp__l_ii i lijlﬂlggltwﬂl il\lgllllﬂ_j_j|_.§v_é‘_ﬁ_ﬂ

Price Chart 3. Trends — up, down, none

Price trends

= The notion of a share price trend is very
important.

* “The trend is your friend”

= A share price will be either:
- up trending, or
- down trending, or
- have no trend.

Price Chart 3. Trends — up, down, none

Up Trends
Could you have been tempted to buy this stock?

If only we could' ]
readily spot uptrends

and take profits.
Up 81% in |
40 weeks. |
A weekly line
B T - chart of BHP
4 over 10
V4 months

0 i 3973 A B B — v S ot T i U5

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Pmc'“'" 3. Trends — up, down, none

8 ek, - BELAY ASTRR I LD
PR f

Up 780%
A weekly in e
line ;Riﬂ of 52 weeks! .__;__r-,u-'.m.
1 over 52 weeks ,_‘__H_-c_a*“”ﬂ"""'
] E-.-:-.Te':'
oo el -
S i WA i e BN
rEvTT: 1.{anh1|.m'nlmhlh‘.'l“”lﬂj[|h||l|“|l |||h—}
D R 3

Eer  [ian  [fen Juw  Tap
T

I

4 @

[mSmr Y S IR e —— L]

Pmc'“'" 3. Trends — up, down, none

Defining an “uptrend” — it's simple

* |dentify the Peaks and
Troughs.

* Look for:
Higher Peaks (HP)

and
Higher Troughs (HT) trough
(or Higher Highs and

Higher Lows).

Bl e 3. Trends — up, down, none

up trend = Higher Peaks and Troughs
Get a feel for what

the price is doing.

Identify trends:
uptrend, or

downtrend, or
non-trending.

Terminology:-
Higher High = Higher Peak
Higher Low = Higher Trough

oy 392 R . B By S et T iy L[

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Price Chart 3. Trends — up, down, none

up trend = Higher Peaks and Troughs

B O0MC Trowd PR b D ety UNITED CROUP | TFL EEX

pemcomnseme —S=0  “The trend is
? ' your friend”

Once in place, an
uptrend is likely
to continue.

Join the trend
until it has finished.

(N 0 O W L o o o 0 Y N ol R

Terminology:-
Higher High = Higher Peak
Higher Low = Higher Trough

=
ot Nt 0. Brae — Wiy’ Shars Markot Toakbar — sy wts g LA O

Price Chart 3. Trends — up, down, none

Beware the down trend

On a weekly candle chart
every candle summarises
the price action

in one week.

Not a good idea to invest |

in a down-trending stock, -
| until the trend has finished.*
ild Based on the principles of Dow Theory
L 0 18 23 0 LN L 30 20 R VLR 0 EM LT 14
' : Tor 0 [Rime 03 3] TAeget 10 Bepemie U1 [Grser T :m»-uﬂm'n
= o e

Price Chart 3. Trends — up, down, none

Down Trends

a0 E__aal

o Might you have been
p tempted to buy this

g (down-trending) stock?

Do you know
= which stock this is?

el [Jan [Aer [dul[Oel [dan [Awr [ad [oel [dan [Rer [ha [Cel [dan [Aer [l
T 10 T e
< 3

»

0 g 397 Rssart . B — iy s Shars Murket Toakies — sk mtaiaan LGP 40

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Price Chart 3. Trends — up, down, none

Down Trends

is Might you havé been \
o0 tempted to buy this
75 | (down-trending) stock?

.. Aweekly line chart of Telstra,
1999-2002 (down 46%).
10 Both government and advisers

were recommending to buy
15 each tranche —T1, T2, T3.
(Could argue that was criminal)

e T T T < T L T
iml-:m'“ .1._....l.....|.iw:.l..__.._. 1""1'2:61‘“"""'_"' ""ift"'f?]”" B
£

=
Y Sy R PR Sre——— ]

Price Chart 4. Simple indicators

Technical analysis chart indicators
= Can more easily give greater insight into what

the share price has been doing, and the opinions
of the market participants

= Can assist with identifying the existence and
strength (or weakness) of a price trend

= Can help to identify over-sold or over-bought
situations

« Can be used to give “buy trigger” conditions, and
“exit triggers”.

=
© om0 Nt 0. Brae — Wiy’ Shars Markot Toakbar — sy wtsmn g LA O

Files Ohiert 4. Simple indicators

Technical analysis chart indicators
There are many, many chart indicators;

but we only need to be familiar with a few.
= Moving Average (MA)

= Momentum

* MACD
* RSI

0 iy 308 Rsart . B — rmay's Sbars Markot Toalcx — ek smtatmn sy LGP 41

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

e 4. Simple indicators

Moving Average — simple and common
= The Moving Average (MA) chart indicator is very

useful and very common. SanSeiacirt

[ BHP - Weekly - BHP BILLITON LIMITED

30 week Simple Moving Average 1SMAJ |]
[4 Ia Stan Weinstein]

Uhu#'

[oul [Aug_[Gew [Oct [Nov [Dec [dan [Feb [Mar [Aer [May JJun [dul [Aug [See ot
010 EH

R =

e 4. Simple indicators

Moving Average — example

* In this example, the MA helps to read the chart at
a glance.

* Identify when the price is “tending” to move
higher, or lower.

« Note when the share price crosses the MA.

4. Simple indicators

MA Cross -over strategy

" | |MOVNG AVERAGE CROSS.OVERS Iy 2
] [ ‘ Vi ¥
1 |MA Cross-Over on Clesing price 1 *.’@ L

| |using 5 and 21 day Simple MA_ ’u P
|1'1' ”" i WAL P 0

A||' [atso Death Cross) 8 :,

.’W

Fastor MA crosses "Below” |- ¢
fitie slower MA. i "

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

""“n W 4. Simple indicators

Momentum and MA of Momentum

+ BHlw 10w | e

L
etagon, 8 T
i Il "*‘“—.-.,u"lal

i L] | et

% et BHP ik
?*” l!‘?' f weekly candles ﬂiﬂ 1
July 2010 - Oct 2011 I

i MA of
A s Momentum
i / bt Momentum \%

T =

i Qg Joep Joo [wev  [Dec [dan  [Fes W [Asr Bsy  Lon [ Deg Joep [oo
3070 o

""“n W 4. Simple indicators
MACD indicator

LI Weak - BHD GROILS LIMITED

e erde fL 1 .
] i
YT |
i ! L
I!a,.:n 0 |Tp-. u?.vi [-'Iu.
s el 3
i o sie
IR 1 weekly candles

July 2010 - Oct 2011

s

Volume — daily, weekly, etc.

* Very important to observe the volume

Volume = the number of shares that change
hands

 Daily volume = the number of shares in the day

Weekly volume = the number of shares in the
week.

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

fiflge Ohet 5. Volume is important

¥

Volume on the price chart
Often shown at the bottom of the price chart.

L] - Wkl - B GRS LnTI

n ikllp o
aeteann| )L p
Wl Ll ben,
i _]o,—a” 1.l 1_ _*9” l"l
R hat BHP s
I‘-'ﬂ l.a' weekly candles L‘l- 1 \=.|:
July 2010 - Oct 2011 | | J
Sy

P 0 T T L LT T T

fiflge Ohet 5. Volume is important

¥

I Hane Commalidatinn AMLLBe AMLI - Manthly - AMADELIS FNERGY | IMITED
(M Wonthly [1-0, 220 (10 7201 1i=0 720 | 8220 0000 _0.00% =

Price breakout | J

I (| oo
and volume spike =
Lhal e
When the opinion of investors 38 Bary b
changed, and the price broke paghik o »* l-[' ..o |
above resistance, i' o T Bl
there was much higher volume, 1 A H
This equates 1o a M *?h;r-h H*uﬁ *1*!3'#'., -
much greater level of - ¥y e e
3 - Hhuih

interest, and of
demand for the stock.

P IER I}E

TTTIRRT oS 31 vviwary g v .--|—.:[‘ '

[ et [dam [Ree [oud et [dan [Aer [3 [0 Fan [Aer [du
{ELL £ Foa

Price Chart 6. Chart patterns

6 Chart patterns
= Very, very useful

» Chart patterns help to understand the collective
opinions of the market participants over a period

of time
« lIdentify the extreme moves in price

= Observe the volume in each period compared to
the recent volume.

25

0 oy 3970 Rt . B — By S s Thakis — kst L 7

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

Price Chart. 6. Chart patterns

Some chart patterns

= Triangles:

- Symmetrical

- Ascending

- Descending
Double/Triple Top / Bottom
* Head and Shoulders
* Pennants
* Flags
* Wedges (and megaphone!) _

A B i i i, R

Price Chart. 6. Chart patterns

eg. Triangle chart pattern
Price develops within a smaller vertical range due to

the Opinions B Symmeiric_Triangle_demo. be; NAB - Weekly - NATIONAL au... [T |5/
and the NAB Weokly Ch=25.100 =24 200 H=25.100 L=24.20 +1 110 3110208 3]
psychology of |” n
the market w0 1

participants. |«

Prlssi?_c_ﬂf!ﬂ' 6. Chart patterns

eg. Double Top pattern

Double/Triple Top — a repeate
past a specific HEH
price level. =
Repeated " ,m[l

attempts fail |« - ”‘ 7

due to the

opinions of
the market \ /
participants. 1 \ /

(C) Copyright, January 2019, Robert B Brain
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Price Chart Secrets (Technical Analysis)

¢
M eg. Head and Shoulders 4

50 -

& ] h uldet ,JTI P, ﬂuu houlder
(l.qf.'ml'f Iﬂm}'\
el 7 L/ %-‘I - an
' ‘ /0
‘ “ﬂl i '[ Neckiine i'::: r:l'n- I‘[Mlﬁg
g 4

T
5

with gap dewn.

[io [iTfEEm |7 Ta Jai e [ (3 e {% [2 [ilie [z [a0 7 [a [ [
Warch T8 TRl oE [CERL] Lhune"08 [duty 08
<

fiflge Ohet 7. Candlestick patterns

7 Candlestick patterns

= Each candle shows the: open, high, low, and
closing prices.

» Individual features of each candle can provide
clues to the opinions, emotion and psychology of
the market participants.

* There are clues in:
- Length of the upper or lower tail (or wick),
- Height of the candle body, and

- Whether the Open is above the Close, or
below it.

P T SR SrE———— ]

""‘“!-'.-f WI : 7. Candlestick patterns

Candle body and tails
* Their presence or absence is important
» Their length (ie. their height) is important.

Also:

« Individual candles,
and multiple candles,
have names.

(C) Copyright, January 2019, Robert B Brain
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fiflge Ohet 7. Candlestick patterns

eg. Candle patterns — small bodies
= With or without a gap from previous candle.
= Hanging Man (at tops)
= Shooting Star (2-candle pattern) *
= Evening Star (3-candle pattern) u
* Doji Star (2-candle pattern)
* Hammer (1-candle pattern) [
» Morning Star (3-candle pattern)

» Inverted Hammer I &
(not shown,1-candle pattern) - |

{1

fiflge Ohet 7. Candlestick patterns

eg. Multi-candle continuation patterns

= Rising Three Methods ) } 1]
t
* Falling Three Methods ¥ {e: i‘*

Falling
Thres
Methods |

i l

o

Pﬁsﬂ!m"‘ 8. How to implement

Technical analysis includes...
The broad subject of technical analysis includes:
= Simple price charts and price trends
» Support and Resistance levels
» Observing Volume
= Chart patterns
= Candlestick patterns
= Chart indicators
= Fibonacci, Elliott Wave and W.D.Gann
¢ Quantitative analy3|s 5
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Pri;:cf,h;" 8. How to implement

How to use technical analysis
= Explore the broad sub-topics, and choose to

focus on only some aspects — you don't need to
know about everything.

= Use price charts? and/or quantitative methods?
= Decide how to produce price charts, using the

many charting tools available...

'\;“_\;..
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Pri;:cf,h;" 8. How to implement

Charting and software
* Web-based charting options:

- Stockcharts.com
- Bigcharts.marketwatch.com

- Google finance
- Yahoo finance

* Real charting software (for a cost):
- IncredibleCharts

— BullCharts
- AmiBroker

= Charting/trading platform (from your broker)

=l
SRS S G S——

Pﬁ;:cf;g" 8. How to implement

Charting software costs
* Approx $300 to about $1500

Beware “Black Box” software versus
‘“you are in control” software

(C) Copyright, January 2019, Robert B Brain
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Pri;:cf,h;" 8. How to implement

A good computer?
= A good computer might be useful

= Especially if using charting software
with a built-in database of stock prices

= Otherwise, a laptop or tablet,
especially if using the broker’s online tools

* Beware of trying to do this on
a smartphone — not so easy.

'\;“_\;..
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Pri;:cf,h;" 8. How to implement

Use good charting software

= If using a basic charting tool,

the information might be limited
to the basics

* Use a better tool
for greater flexibility and

more informative results.

@

=
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Pﬁ;:cf;g" 8. How to implement

Charting software — key features
* Data — Easy access to download data

* Price charts in various time frames

* Intraday data (optional)
* Indicators — draw them on the chart

= Watchlists — several lists of stocks to
easily keep an eye on them

* Scans - Specify selection criteria, and
scan the data for stocks that match the criteria

« Line studies and annotations on the chart

0oy 398 R . N — By S Mot Toc — ek sy PP T2
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Pi;:cfah;“ 8. How to implement

Don't rush into it!
= More than 90% of investors/traders go broke

because they rush into it ill-prepared!!
* Make sure to properly Plan your approach

Do lots of practise, eg. ASX Share market game
https:/fwww.asx.com.au/education/sharemarket-game.htm

SR S G S—

Pi;:cfah;“ 8. How to implement

The “mindset”
« Be clear about the traders’ / investors' mindset

= Do you want to use T.A. to assist with both
buy and sell decisions? (so as to time the entry

and exit)?
= Will you be happy to sell shares if the charts tell

you to sell?
« Beware the traditional investors’ mindset of

long-term Buy and Hold.

SRR G S— Y

Pﬁ;* Chart 8. How to implement

Money and Risk Management

Make sure to understand, and plan, your
money management and risk management.

= Position size can be important.
= Brokerage costs are important.

* Be aware of how much money to risk.

(C) Copyright, January 2019, Robert B Brain
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it 8. How to implement

One issue — stock liquidity

If your Exit Strategy specifies to sell a holding on a
specific condition, then it's important to be able to
sell the entire holding.

* Many listed companies are not liquid enough to help
ensure that a complete sale is possible.
Ris¥

* The daily volume, or daily trades, agg«ﬁ“‘
values might be too small. el

eg. Try selling 10,000 shares at $1 each ($10,000)

when daily values are around: volume — 5,000 shares
and value — $5,000. That's half of the normal amount.

4 @
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NEXT STEPS

and
s

TIPS
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Pﬁm“.;“ 9. Next steps and tips

Next steps

« Continue to learn about technical analysis

and possible strategies
* Gather your thoughts and ideas

* Think about entries and exits
* Test out some strategy ideas in a “sand box”

(eg. paper trade, ASX Game)
* Understand the motives and strategies

of the "big boys"
= Talk and meet with like-minded people

» Find useful organisations (eg. ATAA).
=
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" Becrte 9. Next steps and tips

ATAA — networking, and more

For totally unbiased and broad support:

Australian
/'\/' Technical Analysts

HIATAA | pssociation
Member-focused national association

Eight locations around Australia
Monthly meetings and more

Online meetings and more
Lots of resources — www.ataa.asn.au

M Becre 9. Next steps and tips

Arguments for and against

FOR AGAINST
Can be rewarding * Can be high risk
Can be profitable * It can take time
Aim for success rate * You won't be right all
of about 40%+ the time
Let profits run * There will be losses

* But quit losses early
* Can be traumatic and

emotional

T,
R R e e ettt R i

Pﬁf?ﬂﬁ" 9. Next steps and tips

Trading — Final Tips

Watch out for:

Use a stop loss or clear exit strategy!

Beware low liquidity &
Watch diligently

(don't take your eyes off the ball)

Understand retracements
Look out for sucker rallies

Profit takers exist and move the price

Beware the 3-period pause in a rally

s
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PF;F;‘EE’;:" Summary & Wrap up

T.A. Summary Comment
= Technical analysis (T.A) can be used on:

* company share price charts
« commodity price charts (eg. oil, gold, etc.)

« foreign currency (forex) charts

* T.Ais very good; but
not 100% guaranteed, nor 100% reliable
(because the charts summarise the opinions of

the real market participants).

ﬁ\‘
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PF;F;‘EE’;:" Summary & Wrap up

T.A. Summary Comment

* Using T.A can give an unfair advantage /
over the buy-and-hold investors.

Also need to use wise money management and risk

management principles.

=]
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Pri;;fer;:rt Summary & Wrap up

Summary and re-cap

« Technical analysis — why is it useful?

* Price charts — line, candle, Support, Resistance
« Trends — up, down, none

* Simple indicators
* Volume is important

* Chart patterns
« Candlestick patterns

* How to implement and use TA
= Next steps and some tips.

Every chart tells a story.
@ It pays to understa ries in the charts. e
o amimzn L
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PF;F;EE’;:" Summary & Wrap up

Next Steps?

= Share trading/investing is a journey!!

= ATAA — Australian Technical Analysts
Association www.ataa.com.au

* Bookshops
eg. Educated Investor (online)

www.educatedinvestor.com.au

A1
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PF;F;EE’;:" Summary & Wrap up

Next Steps?
« Good software — BullCharts

www.robertbrain.com/bullcharts/
» Someone to help you: www.robertbrain.com

- individual tuition, support

- assistance with set-up, getting started
- weekly e-Newsletters

= My contact details:
website above, or phone: 0438 355 910

A1

&
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Frics Gt Summary & Wrap up

BTW

« | send occasional email

to interested people
= My Share Market Toolbox web site:

- Toolbox Members receive weekly email
with (charts) analysis of our market

— And there's lots more (stop loss, trends, etc...)

* Register for free and not miss out. ﬁq. =
* Visit: www.robertbrain.com i

Slide#s —=
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FF;F:;:;:" Summary & Wrap up

Don't forget my Toolbox
= www.robertbrain.com

«  Loads of eBook (PDF) Articles \\h,f-(/é’(

» Info: share market, charting, BullCharts
*  Weekly Market Updates and Watch List
= monthly e-Newsletter topics

» Good charting software — BullCharts
www.robertbrain.com/bulicharts/

= My contact details:
¥ web site above, or phone: 0438 355 910

aar
A S S ——— ]

= Brainy's Share Market Toolbox

FF;F:;:;:" Summary & Wrap up

ATAA — networking, etc.

For totally unbiased and broad support:

Australian
/\/’ Technical Analysts
I|| ATAA Association

= Nine locations around Australia
= Monthly meetings
* Lots of resources — www.ataa.asn.au

A1
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Frics Gt Summary & Wrap up

THE END — Thank you
See free stuff here: www.robertbrain.com/free

** And for the U3A handouts and freebies **

www.robertbrain.com/docs

Detailed notes from these sessions are available in

Brainy's Share Market Toolbox website:
www.robertbrain.com/presentations/

www.robertbrain.com

or phone: 0438 355 910
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