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Technical Indicator’s

://www.investopedia.com/terms/i/indicator.as


https://www.investopedia.com/terms/i/indicator.asp




Popular technical indicators include SMAs, EMAs, bollinger
bands, stochastics, MACD, and on-balance volume.




Momentum indicators (leading) evaluate the speed of price change over time.







Uses of Technical Indicators



https://www.investopedia.com/articles/trading/12/using-trading-indicators-effectively.asp

2. Always another level.

3. Not all Signals Work.

PS://Www.eledarnmarkets.com/pblog/comprenensive-guide-tecnnical-indicators



https://www.elearnmarkets.com/blog/comprehensive-guide-technical-indicators/

Technical Indicators Perspective




Indicator also sometime predict the direction of future prices.
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Types of Indicators
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Leading
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Influence FUTURE
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Analyze PAST
Performance



CATEGORIES OF INDICATORS

Give trade signals when the trend is Are those that follow the
about to start. price action.
$
0
IN

-

They try to predict price, by using a shorter periodin They give a signal after the trend or reversal has

+

their calculation, thereby leading the price movement. started. Use them to determine a trend.




Leading Indicator

* Lead the price action before it happens.

e Early signalling for entry & exit, generating more sighals & allow
more opportunity to trade.

* Indicator consider the number of days for which data will be
taken to create indicator.

* Represents a form of price momentum over a fixed look back
periods, which is the number of periods used to calculate the
indicator.

* Eg. CCl, Momentum, RSI, Stochastic Oscillators, Williams R%.






Lagging Indicators

* The indicators that would follow a trend rather than predicting
a reversal.

* Performance is best when there persists a fair long trend.
 They don't warn you of upcoming changes in price.

* They simply tell you what prices are doing.

* Rule: “Trend is your Friend.”

* Makes you buy or sell late & miss out on the early
opportunities.

* Eg. Moving Averages, MACD — Convergence & Divergence.















Remember that each technical indicator provides unique information. Identify it and grab the
opportunity.




Using Trading Indicators Effectively

Chart created
with
TradeStation

e Colours
e [ayout
e Sizing and Fonts




Moving
Average




Moving Averages




Use of Moving Average

Trend Identification

Support & Resistance
ldentification

‘ Generating Trading Signals













A%20simple%20moving%20average%20(SMA)%20calculates%20the%20average%200f%20a,a%20bull%200r%20bear%20trend.



https://www.investopedia.com/articles/active-trading/052014/how-use-moving-average-buy-stocks.asp
https://www.investopedia.com/terms/s/sma.asp




Using Moving Averages







PROS

CONS

Displays a smooth chart  Quick Moving and is
which eliminates most  good at showing recent
fakeouts. price swings.

Slow-moving, which
may cause a lag in
buying and selling

signals

More prone to cause
fakeouts and give
errant signals.




The slower-moving average, Good for longer-term trades. Can also The slow pace could mean

< usually used to confirm a trend be used to calculate EMA — though missing a good trade entry
E rather than predict it. charts can do this for you. point if you rely on SMA alone.
A faster-moving average that Good for short-term trades where the The average is very reactive to
places more emphasis on recent most current price data is the most new prices, so you could read
< price data. relevant. too much into price spikes —
E they might not be part of a

trend.






Relative Strength Index (RSI)
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Calculation

RSI=100- 100
(1 +RS)
RS = Average Gain / Average Loss
Average Gain:
=(Previous Average Gain X 13 + Current Gain)
14

Average Loss:
=(Previous Average Loss X 13 + Current Loss)
14







Divergence Signals







Divergence Cheat Sheet

BEARISH BULLISH
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— \\\
Regular r———
Divergence = ‘
\\\
/\7\ \/y

—

Hidden /\/\ W

Divergence

Exaggerated_/\/\ 1 \_{_\_Z -

Divergence o




Real Life Problem in use of RSI




Stochastic

Designated by “%K”, a mathematical ratio.







Interpretation







William’s R%

Developed by Larry Williams.

Indicator moves between 0 & Minus 100.
Similar to Stochastic Oscillator.
Overbought Zone : 0 & Minus 20
Oversold Zone : Minus 80 to Minus 100



Interpretation




Moving Average Convergence & Divergence (MACD)







MACD Benefits







Use of MACD Lines
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A. Moving Average Crossover

MACD proves most effective in wide swinging trading
markets.

Go long when the fast line crosses above the slow line.
Go short when the fast line crosses below the slow line.

These signals are best when they occur some distance above
or below the reference line.



Use of MACD Lines

B. Centreline Crossover

& . .
*%* A bullish centreline crossover occurs when MACD moves above the

zero line and into positive territory.

*»* A bearish centreline crossover occurs when MACD moves below the

zero line and into negative territory.

**The centre line crossover can act as an independent signal.



Use of MACD Lines

C. Divergence

** An indication that an end to the current trend may be near
occurs when the MACD diverges from the security.

A positive divergence occurs when MACD begins to advance &
the security is still in a downtrend & make a lower reaction low.

**A negative divergence occurs when the security advances or
moves sideways & MACD declines.

**Divergence are probably the least common, but are usually the
most reliable & lead to the biggest moves.



Money Flow Index (MFI)

When day’s average price is less than previous day’s average price, it’s said Negative
Money Flow.




Overbought Zone : Above 80
















How To Trade Using Technical Indicators? Technical Analysis For
Beginners - Bing video

How to Use Bollinger Bands® - Bing video

Money Flow Index (MFI) | Technical Analysis for Stocks, Cryptos
and Forex | BitScreener - Bing video

How to trade using the MACD Indicator - Bing video

What is MACD? The MACD Indicator Explained - Bing video

How to trade using the RSI Indicator - Bing video

How to use William % R - Indicator | Technical Analysis Episode 8 |

William R Indicator - Bing video

How to use the Stochastic Oscillator Indicator and How it Works -
Bing video



https://www.bing.com/videos/search?q=how+to+trade+with+technical+indicators&&view=detail&mid=7AA78C8BEE090E785B3D7AA78C8BEE090E785B3D&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dhow%2520to%2520trade%2520with%2520technical%2520indicators%26qs%3Dn%26form%3DQBVR%26sp%3D-1%26pq%3Dhow%2520to%2520trade%2520with%2520technical%2520indicator%26sc%3D0-37%26sk%3D%26cvid%3D23CE9D052C0E4086BE50978709C66DA1
https://www.bing.com/videos/search?q=bolinger+band&&view=detail&mid=B53F399ACC76BFDCAB8CB53F399ACC76BFDCAB8C&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dbolinger%2Bband%26FORM%3DHDRSC3
https://www.bing.com/videos/search?q=money+flow+index&&view=detail&mid=923FF934A9A0CE02674B923FF934A9A0CE02674B&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dmoney%2520flow%2520index%26qs%3Dn%26form%3DQBVR%26sp%3D-1%26ghc%3D1%26pq%3Dmoney%2520flow%2520inde%26sc%3D8-15%26sk%3D%26cvid%3D66B66F0985274AF095CD399270F5E532
https://www.bing.com/videos/search?q=macd+indicator+explained&&view=detail&mid=932F871A9ACFEA05DD49932F871A9ACFEA05DD49&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dmacd%2520indicator%2520explained%26qs%3DMM%26form%3DQBVR%26sp%3D1%26pq%3Dmacd%2520%26sc%3D8-5%26sk%3D%26cvid%3DF1236A66C6FF4244A6644A81265D2D6B
https://www.bing.com/videos/search?q=macd+indicator+explained&&view=detail&mid=1973C2E4247E5AEA28FC1973C2E4247E5AEA28FC&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dmacd%2520indicator%2520explained%26qs%3DMM%26form%3DQBVR%26sp%3D1%26pq%3Dmacd%2520%26sc%3D8-5%26sk%3D%26cvid%3DF1236A66C6FF4244A6644A81265D2D6B
https://www.bing.com/videos/search?q=rsi+indicator&&view=detail&mid=4AF68FED362242DE858F4AF68FED362242DE858F&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Drsi%2Bindicator%26FORM%3DHDRSC3
https://www.bing.com/videos/search?q=william+%25r+indicator&&view=detail&mid=C14EBF6C1D385439A3A4C14EBF6C1D385439A3A4&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Dwilliam%2520%2525r%2520indicator%26qs%3DMM%26form%3DQBVDMH%26sp%3D1%26ghc%3D1%26pq%3Dwilliam%2520%2525r%26sc%3D2-10%26sk%3D%26cvid%3DE1B54962477549CF8811D0A3674BAABF
https://www.bing.com/videos/search?q=oscillator&&view=detail&mid=BB73C96A77B671487351BB73C96A77B671487351&&FORM=VRDGAR&ru=%2Fvideos%2Fsearch%3Fq%3Doscillator%26qs%3Dn%26form%3DQBVDMH%26sp%3D-1%26ghc%3D1%26pq%3Doscillator%26sc%3D8-10%26sk%3D%26cvid%3DDE0D360B669B4D798F3CA72F4CD39F04

