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Mark ranges at the arrows and consider how they
break into additional trending action

Are there any other significant ranges on this chart?
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Nasdaq Composite Index
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Use trendlines to define the trend, and note i B
where the uptrend reverses into a downtrend.

Was there a range between, or was this a 300000

direct transition from up to downtrend?
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Here are three other areas where the market moved

into a short-lived range before breaking out into
additional trending activity. 220,00

Consider: are these really failures of the range?
Were they predictable? 200.00
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At the two marked points, we might have |

thought the market was transitioning into a 1152
range. We would have been wrong. Mark
the outlines of these ranges, and consider 1120
what you would have seen in real time. \ M

Failure of trend to move into range is trend

continuation! 1056
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British Pound / US Dollar
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This currency goes into a large range at A),
which finally breaks down at B).

Consider C) as a separate range below the
breakdown point.

Mark the evolution of both ranges, and con-
sider how predictable (or not) this action
would have been.
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Trends can reverse directly into opposite trends without going
through a range. Consider trendlines as this market evolved,
Would you have thought we were in a range at any point?
How would you have known this was right or wrong? Are
there any ranges to consider to the left of the arrow?
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This currency goes into a range at the arrow. Mark
the evolution of the range, and the eventual break-
down.

Note that the actual support of the range should be
considered to be the low of the swing before the
arrow, but active support appears to be considerably
higher. How would you have reconciled this?
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Do you see a pre-breakdown range before the end of
this chart? Is there or s there no price rejection?
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Does support hold or break in the
areas near the two arrows? Was
there price rejection or not?
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Consider the three marked arrows with the following points:

Was a support or resistance level engaged?
Did the level hold or break?
Was there or was there not price rejection?
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This stock goes into a range at A).

Mark the evolution of S&R in the range.
B), we see a lower ‘range within a range
up, which eventually leads to a break of
support.

Consider this smaller range, both as a fresh
structure and as a pattern within the larger
pattern of A.

Last, consider all of this in the concept of
price rejection (or the absence of).
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There are several ways to structure different
ranges in this chart, but focus on action
around S&R, pay particular attention to:

D) This is a false break above the top of the
range.

How does the level break at E) and F)?
How is action at G) different?

The bar H) is just an illustration of the kind of
surprise markets can throw out to traders.
Consider this as a chart story.
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As before, discuss every labeled point, and also the following:

is B-C a downtrend or is range expanding lower? Would you
have market support and differently?

What happened at F)? Would you have expected prices to go
lower or back in the range?

Is the area around G) a test of support or is it too high? Should
you redraw support higher here?

There are no definitive answers to many of these questions,

but you should ask questions like this and think.
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This is an exercise in reading action around support (A, C, D, E), and
general action around the confines of a trading range. Note that sup- 3,900.00
port and resistance are zones, rather than precise levels.

Discuss action around each point, and...
Why was A) not a test of support?
Discuss price rejection at B and F.
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Crude Oil Continuous Contract [Nov17]

Assume a trading range starts here. Mark the ongoing expansion of

the range until the eventual breakout. How hard would it have been

to see this in real time? Would you have ever thought the trend was W
tarti %

starting sooner thy
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A) simple test of support

B) is there price rejection here?

C) would you have expected price to
head higher or fail?

D) what is happening here?

E) were there any clues that this break-
down would fail?

F) price rection or no?

G) is this any different than E)?

H) what happens here?

1) discuss this breakout, which is simply a
failure of resistance to hold. Compare
this to the action at C) and D).

L

C

Discuss each labeled point, paying particular
attention the questions asked.
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Dow Jones Industrial Average

| Outline the evolution of this trading range (i.c.,
I how support and resistance are expanded) until
the range eventually breaks.
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The beginnings of support and resistance for a large, 130.000
messy range are marked for you. Outline the expan-
sion of support (lower) until the range finally breaks.

128.000

Also discuss price rejection o the absence of price
rejection against the bottom of the range.
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Assume a range begins here and mark the expansion of
support and resistance until the eventual breakout
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How hard would it have been to have stayed short,
even though the dowtrend continued?

N Downtrend extends to new lows, breaks previous
support, then pauses. |

1
Redraw any relevant trendlines. JM
What happens next?
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Finds support at recent lows.

h
m Does new upside momentum make an
uptrend? Update your trendlines.

What next?
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M Do these support and resistance levels hold?

Was there price rejection to “forecast” the hold, or
did it appear a break was more likely?
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Treasury Bond Futures, weekly swing structure

Assume that you believe this market is in an
uptrend and are looking to buy a retracement
with a limit order.

Where is that order best placed?
Do you buy A, B, or C?
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This chart shows the Japanese
stock market's reaction to the
Tokohu earthquake, tsunami,
and natural disaster in 2011.
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We are simply defining resistance here as the
“highwater” mark of the trend, or the pivot high
at the last trend extreme.
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mwu‘ﬂ . H other words, based on the bar that engaged (broke or
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E-mini S&P 500 Continuous Contract [Dec17]
(day session only)
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The high and low of the day can provide important reference points for
intraday action. Discuss action in this 15 minute chart of the S&P 500,
considering the following points for each of the marked bars:

1: s there price rejection?
2: Is this a multiple test of the same level?

3: Would you have expected the level to hold or break?
4: Would your expectation have been correct?
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Use strict trend definitions:

UT = Higher High and Higher Low

DT = Lower High and Lower Low

R = “Range”: any conditions other than UT or DT

You cannot go directly from UT to DT or vice versa. You must go through “R".
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Consider the difference between A and B, as
the market pushed through old highs.

Charts sometimes have large gaps in response
to news that arrives while the marke
closed. (This is common in stocks that often

report earnings after or before the market is
open.) Discuss the psychological impact of E.
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Discuss A in the context of surprises and
followthrough.

D was an attempt to break through sup-
port. Based on the close, would you have
expected that attempt to be succesful?
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Action around support. Disc
Dvgp fal attention to:

A) How does this level break?
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Another exercise in reading the development of a trading range.

As before, discuss all marked points, with the following specific
questions.

B) Discuss these two bars in “chart story” and surprise context.
C) & E) Was this a test of resistance?

D) This is a large area with a few tests. What is going on here?
Do we see price rejection?

F) How does the level finally break?

Perhaps the key point to be taken from this example is that
textbook patterns are relevant, but real world examples can be
rich and much more complex.
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