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Technical
Analysis

Technical Analysis is very useful!

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

Every chart tells a story.

Understand the story
In the price charts.
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 WWeekly candlesticks + MA indicator

* Log price scale * Price consolidation
e Break out

AMU Weekly AMU Weekly MovingAverage

0.25

0.20

» Uptrend |j[|+[|T

i

0.1%

— 0.0

]



Technical
Analysis

Disclaimer

> CAUTION!
=» This presentation contains NO advice.
=2 It is for general education only.

=» Always consult a trained, trustworthy
professional before investing,
to determine if your intended investment
might suit your personal individual situation.
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What »Technlcal AnaIyS|s? /

Technical
Analysis s

One accepted definition

® XJO-chart-Mth.bc: XJO - Monthly - SEP/ASX 200 The use Of market data
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Technical

Analysis T— What |s Technlcal AnaIyS|s?

—
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TA IS a very broad field

1. Price charts and chart patterns
2. Candlestick (or bar) charts and patterns

3. Chart Indicators
. Moving Average, MACD, RSI, P-SAR, etc.
4. Numeric (computational) analysis
5. Specialist topics:
 Fibonacci, Elliott Wave, W.D.Gann
6. Using charting software

%ﬂ Slides courtesy of www.robertbrain.com
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Technical
Analysis

, “ What is Technical AnaIyS|s7

;{lffm\‘}ﬁ \,‘Z‘:‘\;"Az:zc=f~f~*’

Introductory comment

1. T.A can be used on:

e company share price charts
e commodity price charts
« foreign currency (forex) charts

2. T.Aiis not 100% guaranteed, nor 100% reliable

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

4. Also need to use wise money management
and risk management principles.

%% Slides courtesy of www.robertbrain.com
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Technical

Analysis Price Chart Basics

The Weekly Line Chart

BHP - Weekly - BHP BILLITON LIMITED M=1E3
BEHP Weekly Cl=34.800 0=37.000 H=37.930 L=33.900 -2.200 -595% 10/09/2008 [4]
il Shows the Closing price
at the end of each week,
joined together by
i short straight lines.
i e - 4D
95t e 17 bars
17 weeks

5 |12 [19 |26 |2 |10 [16 |23 [30 |7 [14 |21 [28 |4 |11 |18 |25 |1 |8 |
hay ‘08 [dune 08 [July ‘D8 |August 0B Septermhbel
< > 8
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Technical
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Price Chart Basics

Up Trends

Could you have been tempted to buy this stock?

BHP ".I.I’szekly Cl=38.730 0=38.000 H=38.950 L=37.000 +0.750 +1.97% EDJDBHEDDE: =]
If only we could x
spot these trends o
and take advantage. L o
: Up 81%in || |
40 weeks.
2008 EIEET |FEh |Mar |P'-F'F |TL"|EI*I |Jun |JU| |ﬁ-.ug |Bep |O|:t A Weekly Ilne
‘ chart of BHP

1/%? Slides courtesy of www.robertbrain.com
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Technical
Analysis

Price Chart Basics

Defining a trend — simple

 |dentify the Peaks
and Troughs.

e Look for:
Higher Peaks (HP)
and

Higher Troughs (HT)

(or Higher Highs and
Higher Lows).

%? Slides courtesy of www.robertbrain.com
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Technical

Analysis Price Chart Basics

up trend = Higher Peaks and Troughs

DEMO-Trend_HH-HL.be: UGL - Monthly - UNITED GROUP LIMITED. A=

Get a feel fOr Wh at the UGL Monthl Cl=13.300 0=13.240 H=14.060 L-12.680 -0.050 -0.37% 22/08/2008

15 A — 15

price is doing.

14
13

12

|dentify trends
(up, or down), or

non-trending. 9
. . | Inay [Jun |Jul |Aug |Sep |Oct [Mov |Dec |Jan [Feb [Mar [2pr [May [Jun [Jul [aug
Use indicators to help.| == }
Terminology:-

Higher High = Higher Peak

% Higher Low = Higher Trough
%? Slides courtesy of www.robertbrain.com
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Technical - .
Analysis Price Chart Basics
Beware the down trend
Trend-defn-Down-BHP. bc: BHP - Weekly - BHP BILLITON LIMITED =3
BHP Weekl CI=29.210 0=25.730 H=29310 L=25%400 +4.720 +19.19% 21002008 (O]

B J FE |

in a down-trending stock,
until the trend has finished.*

 * pbased on the principles of Dow Theory ' ‘

28 |5 [12[1af2e |2 [1o|1e |23 |30 |7 |14 |21 |28 |4 [11 18 fz5|1 |8 [15]22|20|6 |13 |20 |27 |2 |10 17|
18 |May ‘08 [June ‘08 [July ‘08 |August 08 Septernber'08  [October '08 Movernber '
< »
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Technical ) i
Analysis Price Chart Basics
Down Trends

9.0 — _ P
8.5 — _ -
2 o
5w E 75
7.0 — — 7.0
6.5 — — 6.5

Might ybu have been
tempted to buy this L
down-trending stock? |

[ 45

et [Jan [apr [Jul |Oct [Jan {Apr |Jul |Oct [Jan |Apr [Jul {Oct [Jan |Apr {Jul
1998 {1994 2000 2001 2002

S | A weekly line chart of Telstra,
% Slides courtesy of www.robertbrain.com 1999_2002 (down 46%)
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Technical

Analysis Price Chart Basics

Support and Resistance

Poster-SupportResist. bc: BHP - Monthly - BHP BILLITON LIMITED
BHP Monthly Cl=40150 0=39.860 H=40390 L=35820 +0.440 +1.11% Z2/ef2008 [

50 L s&p

459§istance w
o

30 —

— 3o
m "' m Past resistance was eventually I

ﬁ — * % defeated, and the same price level |
H * ﬁ] * ‘ then became support later on. I
- I:E — 25

25

falling towards it, and then bouncing
away.

J E |j:| I:I A support “zone", with the price

20 — 20

] Note: Sometimes a
s o [N [o [ [FM[aM [ [i]a[sfono s [Fmls w5 |a[sfo v “fat pencil” is appropriate.

20045 2008 2007
2 o < | L
v SliGeeeeeeer e 14
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Technical

Analysis Price Chart Basics

Base Consolidation AMU.bc: AMU - Monthly - AMADEUS ENERGY LIMITED Mi=1E3

AMU Hlilnthhl Cl=0.220 0=0220 H=0220 L=022 0.000 0.00 'Ia"DF".-"ED'I'I- EJ

R Base Consolidation I 1|J
: l Ay

Q.20 —: el :— Q.20

o M ” Rme I
e tHly it o |

.10 —: * Hﬂ *.I.!E] '*+++_|__|_ i — 010
1

Price is stuck under “resistance”
for 38 months,
then breaks above
with Big White candle
and much higher volume.

10 month SMA
of volume

4 ,,,
'm I P _

oet [dan lapr [Jul [Oct [Jan [Apr [Jul [Oct [Jan |apr |Jul [Oct [Jan |apr [Jul [Oct [Jan [apr [Jul |
1998115999 2000 2001 2002 2003

%ﬁ? Slides court
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Technical
Analysis

Price Chart Basics

Chart patterns

The Bullish Al
Falling Wedge
chart pattern ’

%ﬁ? Slides courtesy of www.robertbrain.com
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Technical
Analysis

XJO - Weekly - SEPJASX 200

Price Chart Basics

®J0 Weekly Cl=4.305.400 D-4.586.500 H=4,611.100 L-4,175.700 -305.700 -6.63% 210820 Al =
5,050 L 5050
5,000 — — 5,000
4,950 — — 4,950
4,900 — — 4,900
4350 E 4,850
4800 - - 400
4,750 3 L 4750
4,700 — — 4,700
4,650 — -~ — 4,650
] N i
4,600 \ L 4,600
4,550 — ‘ — 4,550
4500 - 4,500
‘ L 4,450
= [ .
'he Expanding Wedge Lot om
/ L 4,350
me aphone » /e
( g ) ~ ~ :
e BB, e L 4250
chart pattern o
- 4150
3|7 [1a]zt]2s]s J1z]ioze]z |o 16 fzaso]r 1421 24 [aiafzs 0 |8 [1af2z]t |8 |15 |z2]2s |6 [12]1e 2 |3 [ofiv]z4 317 [14]21]
[September'0s  [October 09 [Movernber 09 [Decermber'dd  [January ‘10 Februare 10 [March 10 [April10 May 10 [June 10
4 | i
%ﬁ? Slides courtesy of www.robertbrain.com 17
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Technical

Analysis Candlesticks

OHLC Bar and Candle...

Each bar on a

/bar chart, and

each candle on___—»
a candle chart

summarises the
price action
INn any one period
(a day, week, month, etc.).

Slides courtesy of www.robertbrain.com
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Technical

Analysis Candlesticks

Candle body and tails

e Their presence or absence is important
* Their length (ie. their height) is important.

S —
@ Slides courtesy of www.robertbrain.com
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Technical

Analysis Candlesticks

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)\ m

. DOji Star (2-candle pattern) er

\

e Hammer (at bottoms)

o Morning Star (3-candle pattern)

7% Slides courtesy of www.robertbrain.com
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Technical .
Analysis Candlesticks

Patterns — engulfing and piercing

Reversal patterns in UP Trends:- q]

 Engulfing Bearish — “outside day”™ »
(2-candle pattern)

- DarkCloud
(2-candle pattern in uptrend) D I

e Harami Bearish (2-candle pattern) |

Up trend 1

&

f/j? Slides courtesy of www.robertbrain.com
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Technical

Analysis Candlesticks

Patterns — engulfing and piercing

Reversal patterns in DOWN Trends:- .
° Piercing Line (2-candle pattern) H

° Engulfing Bullish (2-candle pattern)

Down trend

» Harami Bullish — “inside day”
(2-candle pattern)

e Harami Cross (2-candle pattern) %j

Down
- trend

S ' +
% Slides courtesy of www.robertbrain.com
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Technical
Analysis

Chart Indicators

Moving Average (MA)
* |s one of many chart indicators.

* |s very useful.
« Can help us to

Poster-MA_simpleVsn.bc: BHP - Weekly - BHP BILLITON LIMITED M=
BHP Weeklp Cl=40.150 0=38.000 H=40.290 L=37.000 +2.170 +5.71% BHP Weeklp MA[C, S, 21] ¢ 22/08/2008

understand the o

presence or absence |

of a frend, and i -
perhaps the

strength of the trend.’ ;

Jan [Feh htar [Apr [May [Jun Jul [Aug [5e
_ _ 2006|2007
2 Slides courtesy of www.robertbrain.com < ! »
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Technical |
Analysis e

* The 21 week MA is
the average of all
prices for the
previous 21 weeks”

 Can indicate a trend

 Can be used to
interpret buy/sell
signals.

% Slides courtesy of www.robertbrain.com

an
2006|2007
<

* - Can be used:
on a daily chart, or
a weekly chart, or
a monthly chart, etc., etc.

.24
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Technical
Analysis

Chart Indicators

Moving Average — how to calculate?

Simple calculation of 85
3-period MA. :

The first MAvalueis
the average of the
first 3 price values:

7
6.5

6

(4+5+6) _ 15 5 -
3 3 5

, === Price
P --#--3-period MA

4.5

% Slides courtesy of www.robertbrain.com
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Technical N
Analysis i

Chart Indicators

Bollinger Bands

Atop line,

=

e3

=]

WPL Weeky Cl=42.410 0=43.000 H=43.070 L . 5,14, 3/11/2008
| average line -
LI and bottom line. | . T
f
1 [Bollinger Bands tight. i Tﬁul Tl
Low price volatility. Upper ot
Suggests price U stuili, cu ]l
1 S : pper e ;
explosion is coming. LM
15 — Jpper ﬂ L EI — 14
| ; 'I'I_I- -“I:ﬁ'lll Bi hit i i
] 5% ' u.:i%h":li;l?e?a\?ull?me
]i|+ signals the start of
| a new upleg.
W0 0
20M - L 20M
10M | . EWW__TT(_ W,EH_ [ETTT 'TTTTHd_ﬂhﬁ(T LA
weekly || T T T T e

Candle Chart Aug [Sep [Oct Moy [Dec |Jan |Feb |Mar |Apr [May [Jun [Jul  [Aug [Sep [Oct Moy

2004
i | »

N
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Technical Jart IndicatCy

Analysis |

Average True Range (ATR)

Useful to understand the notion of ATR

ATR_demo. bc: BHP - Weekly - BHP BILLITON LIMITED M=1E3

BHP Weekly ATR (14) 4.01507 | =
ATR indicator i
This sample shows the average .
variation in price over the
last 14 candles (weeks). -
eekly LI=29. 120 U=29. L=28560 +1.130 +4.04% 41172008
50 E 50
52 - I;Iq]!'_l_ oF! E s
Weekly e Ao a t —TI ﬂ] [fl -
3T+ 3
candles I T'mD Ut Hl -
30 — —i i :
% ] Mar Apr May Jun Jul Aug Sep |t | Moy |D|-
2 Slides courtesy of www.robe 2008
< | @
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Technical

Applications, samples, strategies

Analysis
Stop Loss”? — under Support?
PS.ﬁ.stnps_SMPLE.hc PSA - eekly . ETSEE ENERGY LIMITED [Z]lﬁl[i]|
= 1. Initial Stop Loss position
:hﬂ could be under recent
0 ] | support and under
: Tﬁ*'T i recent price action.
[ “ﬂﬁﬂ Imh“.ﬂﬂnl
i +T _
[ IM!M = ]
: i =
1.5 I *f[;'d]l#”[x‘] I 15
b Down trend [y
Jgnl:talul ldug [Sep [Oct [Moy “broken” Jun [Jul |Aug [Sep |Oct |Mov |Dec
% ‘ 1S ;

.28
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Technical

Analysis Applications, samples, strategies

Stop Loss — using ATR
Wilson ATR

PSAstops_SAMPLE.bc: PSA - Daily - PETSEC ENERGY LIMITED Mi=1E3

Trailing St()p PSA Daly PSAR[0.02,0.2) 1.383 PSA Daily WATRTS [16/08/20 EEEDEEEE:IEIEI ol x|
indicator e o
6 o ﬁl I“J SIHE
15 bt
ATR =Average | _ : almuﬁﬂq*i*+éﬁ”w._n. julses
True Range . ' +m$|i+,+ﬂ“ e
The stop is set at |2 ! FJ ® Rk Ny
a multiple of ATR |, _ =
P L 10

The Wilson ATR Trailing Stop is a series g
of dots (like P-SAR) and says: “if the L os

price falls to here tomorrow, then sell’. 27 |3 |10 [17 |24 |1 |8 |15
FIENIE |Eeptemher'DT Qctober 'OF

-

% Slides courtesy of www.robertbrain.cd
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Technical
Analysis

Applications, samples, strategies

Sample Trading Strategies

1. Find stocks using fundamental analysis and
time entry with technical analysis

High dividend yield

Long term bull market strategy, different to:
Shorter term bull market strategy

Different for a bear market.

o A~ WD

Momentum indicator + MA-of-Momentum
(see next slide)

/ Slides courtesy of www.robertbrain.com
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Technical
Analysis

Applications, samples, strategies

Sample Strategies

MOM-MA_explained. bc: BHP - Weekly - BHP BILLITON LIMITED

S[=1/c3

LN
110 __Possible Buy signal |

1o o £AE Y

BHP Weeklk Mom [C, 28] 65.983 BHP Weekly MS [C. 28,28, 5] 95.407 =]
160 — — 160
150 — — 140
140 — — 140
130 — 120
120 ] |F’ossib|e Sell signal |

an —
a0 —

1 e
45 47

— 120
\ — 110
.L/ 100

3141042008

45 3

a3

Momentum indicator

and
MA-of-Momentum

BHP Weeklh CI=27.930 0=24 310 H=29.000 =24 000 +3.610 +14.81%

]
#’DTDI#T.d]i!'j?Q

0

TiH
D_|_[;] 1 .* - 45
L ATy 40
AT

!

y  [Jun [Jul |sug  [Sep oot [Mov [Dec [Jan  [Feb |w

2008
¥

% Slides courtesy of www.robertbrain.com
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Technical

Analysis Applications, samples, strategies

Poster-Breakout-01.bc: AMU - Weekly - AMADEUS ENERGY LIMITED =13

AMU Wf:ekly Cl=0.485 0=0.510 H=0.510 L=0.4& P ri Ce B rea k O ut EEJEIEL-"EEIEIE_

040 040
WEEKLY Candle chart J.E][_
035 of Amadeus Energy. lil*[] L 035
] Chart indicates price "consalidation” below Resistance at
030 o 14c over at least 51 weeks, followed by a "break out™ in — 030
July 2003, rising over 16 weeks by 128%. Price eventually
; topped out at $1.40 in May 2006 - an increase of more I
020 o than 800% in 142 weeks (nearly 3 yvears). &3 e G20
] 17 %
020 o - — - 020
51 weeks
015 Resistance ~14c¢ l[l 16 -biaks L 015
] ' 16 weeks i
irni'lw— ” :
010 ?‘?lJ--.-.n.__n_r.lJ_T_r__*ﬂ#I;li+_*_.ﬁ._=_*_q_r_u+-|-++? : 0.10

This lower pane indicates YWolume in each
aM o weelk  MNote the much higher weekly volumes —  GM

at about the time of the Break out.
] | I T P s luesalnloae__unnl .lII 1 .11 III N N N FER N \Jf Il “ Ill IIIl 11

J [Aug |E-ep-|0ct |[Mov |Dec  [Jan  |Feb |mar |Apr  |May |Jun  |Jul  JAug |Sep oot |Mow  [Dec
2002 2003
4




Technical
Analysis

Poster-MA-crossover.bc: BHP - Daily - BHP BILLITON LIMITED

Applications, samples, strategies

B[(=1E9

211042003

0

BHF Daily Cl=29.310 0=28.100 H=29.310 L=27 870 +2 820 +10.65% BHP Daily MA-C[C.5.5.5. 21) 5=27.178 L=31.140

a0

449

48

47

46

45

44

43

42

41

40

a9

a8

av

Kl

35

34

a3

MOVING AVERAGE CROSS-OVERS IT
Daily chart of BHP.

MA Cross-Over on Closing price
using 5 and 21 day Simple MA.

it

(also Death Cross)

Dead Cross - Sell signal | |-

Faster MA crosses "Below"

the slower MA. I [
.t
_W|OW |
Golden Cross - Buy Signal B
i ' Faster MA crosses "Above" =
‘ the slower MA.
EE 1o |17 |25 |31 |7 14 |21 |28 |5 [1z |19 |28 |2 o 16 |23 a0 |7
uary '08 |March ‘08 [April ‘08 [May ‘08 [June 08 [July 08
< |

=T

50

44

48

47

46

45

44

43

42

41

40

a8

38

ar

3B

35

34

33
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Technical
Analysis

Applications, samples, strategies

Isn't this gambling?
 Some people think that
share trading is just gambling?

* Without a proper frading plan and
frading strategy then maybe it is.

» But if you have a proper, proven and tested
plan, then it is actually calculated risk taking.

 Compare with other professions:

- farming, retail business, catering,
- tourist trade, tradesman, handy man, etc.

%ﬁ? Slides courtesy of www.robertbrain.com
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Technical Charting Software ‘

Analysis

Use good charting software

* If you use a basic charting tool, then the
information might be limited to the basics

» Use a better tool for greater flexibility and more
informative results.




Technical Charting Software ‘

Analysis

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
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Technical

Analysis T What ls Technlcal AnaIyS|s?

——— —_— —

Technlcal Analysis is:

1. Price charts and chart patterns
2. Candlestick (or bar) charts and patterns

3. Chart Indicators
. Moving Average, MACD, RSI, P-SAR, etc.
4. Numeric (computational) analysis
5. Specialist topics:
 Fibonacci, Elliott Wave, W.D.Gann
6. Using charting software

%ﬂ Slides courtesy of www.robertbrain.com
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Technical
Analysis

Technical Analysis is very useful!

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

Every chart tells a story.

Understand the story
In the price charts.

*** The End ***
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