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Welcome to the LOCglobal 

guide to technical analysis. 

Let me start by telling you 

that there is no reason why 

you or anyone else cannot 

make a substantial amount 

of money in the 

cryptocurrency and 

financial markets. Still, 

people come up with 

many reasons why they 

can’t. Like most things in 

life, the key is knowledge 

and the courage to act. 

This handbook has been 

written to help you develop 

the knowledge aspect and 

to provide a point of 

reference throughout your 

trading career. The patience, 

discipline, and objectivity 

are up to you. Today, trading 

markets have become easier 

than ever with platforms like 

Tradingview.com and online 

exchanges like Bitmex.com, 

making it possible for 

anyone to start. What’s 

important is that the same 

tried-and-true principles are 

without a doubt as relevant 

today as they always have . 

An introduction to 
Technical 
Anaylsis 
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been and will continue to 

be in the future. Thus, 

technical analysis could be 

applied in the 1800s, the 

1900s, Moscow, Japan, or 

any other circumstance. 

This is true because price 

action reflects human 

nature, and human nature 

remains constant. 

Technical principles can be 

applied to any freely traded 

entity in any time frame. 

Although less significant, a 

trend reversal signal on a 

5-minute chart is based on 

the same indicators as one 

on a monthly chart. Shorter 

time frames reflect shorter 

trends and are, as a result, 

less significant. Since the 

1970s, the time horizon of 

retail traders has dropped 

considerably, as people 

look for short-term gains. 

As a result, technical 

analysis has become very 

popular for implementing 

such short-term strategies. 

This use may lead to great 

disappointment. In my 

experience, there is a 

strong correlation between 

the reliability of the 

technical indicators and 

A Guide to Technical Analysis 6 

L O C G L O B A L  
T R A D I N G  

the time span being 

monitored. The longer the 

time frame generally, the 

more reliable the signal. 

Therefore, most of what I 

discuss is oriented towards 

intermediate-term and 

long-term trends. Even 

short-term traders with a 1- 

to 3-day time horizon need 

to understand the direction 

and maturity of the main or 

primary trend. This is 

because mistakes are 

usually made by taking on 

positions that go against the 

direction of the main trend. 

Remember the saying: “The 

trend is your friend”. If a false 

signal is going to develop, it 

will usually arise from a 

contra-trend signal. For 

example, going short 

(betting on the price going 

down) when the market has 

been trending up. Think of it 

as paddling upstream 

against the current. It can 

be done but with great 

difficulty. Far better to have 

the current behind you.



Martin J. Pring 

October 2013 

www.locglobalgroup.com 

Preface 

A Guide to Technical Analysis 7 

L O C G L O B A L  
T R A D I N G  

To be successful, technical 

analysis should be regarded 

as the art of assessing the 

technical position of a 

particular security with the 

aid of several scientifically 

researched indicators. 

Although many of the 

mechanistic techniques 

offer reliable indications of 

changing market conditions,

all suffer from the common 

characteristic that they can, 

and occasionally do, fail to 

operate satisfactorily. This 

attribute presents no 

problem to the consciously 

disciplined investor or trader 

since a good working 

knowledge of the principles 

underlying major price 

movements in financial 

markets and a balanced 

view of the overall technical 

position offer a superior 

framework within which to 

operate. There is, after all, no 

substitute for independent 

thought. The action of the 

technical indicators 

illustrates the underlying 

characteristics of any 

market, and it is up to the 

analyst to put the pieces of 

the jigsaw puzzle together 

and develop a working 

hypothesis. Charles H. Dow, 

the father of technical 

analysis, once wrote words 

to the effect that “pride of 

opinion caused the down- 

fall of more men on Wall 

Street than all the other 

opinions put together”. This 

is true because markets are 

essentially a reflection of 

people in action. A study of 

the market can reveal much 

about human nature, both 

from observing other people 

in action and from the 

aspect of self-development.. 
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Let us start by introducing 

you to your new favourite 

tool. Tradingview.com is 

where you will view and 

analyse all your charts. It 

covers a wide range of 

markets and provides all 

indicators covered in this 

book. Easy for beginners 

and powerful enough for 

advanced chartists. It has 

real-time data and 

browser-based charts that 

let you do your analysis 

from anywhere (even your 

phone) since there are no 

installations or complex 

setups. To get started, visit 

tradingview.com and

How to use 
Tradingview 
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 create your new account.
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price action. It is a fact that 

the longer the time frame, 

the more reliable the signal. 

For this reason, my most 

used are the 1W (1-week), 1D, 

12-hour, 6-hour, and 

occasionally the 4-hour. As 

you drill down time frames, 

the charts become more 

polluted with false moves 

and noise. It is best to avoid 

that as much as possible. I 

use the daily chart for 

almost all my analyses. 

Sometimes referring to the 

5Y (1W) for long-term trend 

identification and the 6H/4H 

for short-term entry/exit 

points. One can determine 

on the weekly/daily chart 

Time frames 

Once you have your 

account created, search 

your first stock from the 

homepage. I briefly 

touched on time frames in 

the introduction and will 

now explain them. On 

TradingView, time frames 

can be adjusted from the 

bottom left corner of your 

chart. A 1D time frame (1- 

day) will display each bar 

or “candle” on the chart as 

24 hours. 1D time frames 

can also be referred to as 

1Y (1-year) since before 

zooming in or out, the 

chart will cover 365 days of 



www.locglobalgroup.com 

that we have a bullish 

(price rising) trend or a 

profitable situation. Then 

moving down to a shorter 

time frame to determine 

the best price to enter.
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of the best chart patterns 

will be discussed in detail 

later.

Toolbars 

Toolbar 1 (above) is used to 

add chart patterns like 

Fibonacci levels, trend lines, 

or triangles. Chart pattern 

studies play a large role in 

technical analysis. When 

data is plotted, there is 

usually a pattern which 

naturally occurs and repeats 

over a period. These are 

used as either reversal or 

continuation signals. Eight 
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For now, all you need to 

worry about with toolbar 2 

is "indicators" and 

"template". “Indicators” is 

where you find all 

technical indicators. 

Technical indicators make 

calculations based on 

historic price, volume, or 

open interest information 

that aims to forecast price 

direction. The example 

shown above is the MACD. 

They differ from technical 

patterns, as they usually 

involve mathematical 

equations and averages. 

They can also be referred 
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to as “momentum 

indicators”. For this reason, 

they usually work best in 

volatile markets, whereas 

chart patterns work in 

stagnant markets. For the 

best results, combine both. 

Two indicators include my 

all-time favourite, the RSI, 

and the effective MACD 

shown above. 

“Templates” allows you to 

save a combination of 

indicators and their 

respective settings so it can 

be easily opened again.

Toolbars 
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Every time you perform 

analysis on a chart, it 

should be saved to be 

referred to next time. 

TradingView allows you to 

do this via their chart 

layout system. For example, 

I could save my extensive 

chart pattern analysis for 

BTC/USD (1-week) on one 

layout and save my 

Ichimoku Cloud and EMA 

analysis for BTC/USD (1-day) 

on another layout, named 

“BTC long-term” and “BTC 

short-term” respectively. 

The full menu where you 

can create, rename, copy, 
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and load chart layouts is 

marked above in the upper 

right-hand corner of your 

screen. Note: you ’ll need to 

purchase a paid 

TradingView subscription to 

use this feature, as the free 

version only allows you to 

save one chart layout.

Layouts 
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Risk management usually 

ranks very low on the 

priorities list of most 

traders but needs to be 

understood before 

entering any trade. 

Typically, it will rank way 

behind finding a better 

indicator, more accurate 

entry signal, or worrying 

about unfair algotrading 

practices. However, 

without proper knowledge 

of risk management, 

profitable trading is 

impossible. Risk 

management can be as 

complicated as one wishes, 

and it does not always 

need to be. The key to risk 
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management is that trader 

understands how to 

manage his risk so that no 

position he takes will have 

the ability to break him.
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Entries: Waiting for 

the right price and 

trend confirmation

One thing to be aware of is 

that there is no trophy for 

being the first to enter a 

trade. As with all trades, it is 

crucial you wait for the best 

price possible and watch a 

couple of candles once it is 

reached to make sure that 

your decision is correct. 

Confirming this is the ideal 

time to enter the trade. 

Many new traders have the 

need to immediately enter 

when price hits their chosen 

level in search of short-term 

gain. Patience is a virtue 

when trading markets. 

While occasionally price hits 

a level and immediately 

turns and goes your chosen 

direction, more often than 

not the price stalls before 

turning. Many traders will 

execute quick trade entries, 

yet this stall in action will 

shake their confidence in 

the trade, causing many to 

take themselves out early or 

even move their stop loss 

too early for the trade. When 

Stop Losses 

then out of the trade, very 

often the chart will then 

move directly take 

themselves out early or even 

move their stop loss too 

early for the trade. When 

then out of the trade, very 

often the chart will then 

move directly

Stop losses are an order 

placed to sell once the stock 

reaches a certain price 

below your entry, limiting 

your loss. Typically, they are 

determined using chart 

patterns like the Fibonacci 

levels. Setting a stop-loss 

order for 5% below the price 

at which you bought the 

stock will limit your loss to 

5%. These are crucial and 

can make all the difference 

in your trading strategy. For 

example, using stop losses 
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may have caused you to exit 

three trades each with 

roughly a 5% loss. 

 

 

 

 

 

 

However, when you hit a 

trade which is successful, you 

make +20% profit. After the 

three stop losses and one 

winner, you still have 11% 

profit. Stop losses can be set 

on almost all exchanges. On 

Binance, to set a stop loss, you 

use a stop-limit order. This will 

be executed at a specified 

price after a given stop price 

has been reached. Once the 

stop price is reached, the 

stop-limit order becomes a 

limit order  sell at the limit 

price or better. This is 

discussed in the chapter on 

Binance. 

Determining stop losses is 

discussed in the example of 

Chapter 15, Fib levels. 

Tip: Avoid break-even 

stops 

variety of problems. 

Especially if you are trading 

based on common 

technical analysis 

(support/resistance, chart 

patterns, highs and lows, or 

moving averages), your point 

of entry is usually obvious, 

and many traders will have a 

very similar entry.

Moving the stop loss to the 

point of the entry and 

creating a “no risk” trade is a 

very dangerous and often 

unprofitable manoeuvre. 

Whereas it’s good and 

advisable to protect your 

position, the break-even 

strategy often leads to a 
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Targets 

Establishing sell targets and 

where you will exit a trade 

before it takes place allows 

a risk to reward ratio to be 

calculated. Just as 

important as the stop loss. 

While we can never know 

which trades will be winners 

and which will be losers 

before we take them, over 

many trades we are more 

likely to see an overall profit 

if our winning trades are 

bigger than our losing 

trades. This has been 

demonstrated in the table 

from the previous page. 

Targets can be determined 

using support/resistance 

levels, Fibonacci 

retracement, or information 

from a price pattern. These 

are all discussed later. By 

trading with a profit target, 

it is possible to assess 

whether a trade is worth 

taking. If the profit potential 

doesn't outweigh the risk, 

avoid taking the trade. In 

this way, establishing a 

profit target helps to filter 

out poor trades.

Dollar Cost 

Averaging 

Dollar cost averaging is a 

favourite of Warren Buffet. 

Usually more effective in 

investing rather than trading 

but still worth knowing (the 

difference between trading 

and investing is discussed 

later). Averaging down refers 

to the purchase of 

additional units of a stock 

already held by an investor 

after price has dropped 
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further than where originally 

purchased. Averaging down 

results in a decrease of the 

average price at which the 

investor purchased the 

stock. Some techniques 

involve investing a pre- 

determined amount of 

money each month. So, if 

you have $100 available to 

invest, you buy as many 

shares as you can with that 

money at a particular date 

each month, catching the 

high and low prices. This 

can be applied to stop 

losses, buy orders, and 

targets too. You should 

never go all in on a trade. 

Instead, purchase half of 

what you intended to buy at 

one price and the rest the 

next day/week at either a 

lower price (lower total 

average) or a higher price 

(trend confirmed).  This can 

save you missing the trade if 

price doesn't reach your 

intended target and 

continues to rise or else save 

you losing money on a trade 

if price reach  didn't 

continue its run after 

purchasing your first half.
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Example: Entry and Stop loss 

Above is a BTC 4-hour chart 

which we will use for this 

example. Let us say, using 

technical indicators, we 

have determined that when 

price reaches $3,600 (green), 

the bullish run looks likely to 

continue. According to an 

effective trading strategy 

“Entries: Waiting for the right 

price and trend 

confirmation”, we wait till 

price reaches $3,600 before 

entering. Fortunately, this 

can be set on exchanges, so 

it does not require you to 

actively watch the price 

ticker (BINANCE). It is called 

a "limit order", and it only 

enters the trade once the 

target price you set has 

been reached—in this case, 

$3,600. 

After a couple days, price hit 

$3,600, and our limit order 

was executed. We are now 

in the trade and have taken 

our first step in following an 

effective trading strategy. 

Using more technical 

indicators, we determined 

before entering the trade 

that if price reaches $3,400, 

it looks likely to stop the bull 

run and enter a decline. To 

accommodate for this, 
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another limit order can be 

set—a stop loss. This time, it 

will only sell the trade once 

the target price you set is 

reached—$3,400 in this case. 

Leaving us safe with a 

maximum 3% loss on 

investment.  
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Before proceeding into the 

details of trading, it is 

important you know what 

it is you intend to be. 

Market buyers/sellers are 

usually split into two 

factions: traders and 

investors. Both have 

different goals, and both 

operate in different 

manners. Both are 

profitable, and both 

require an equal set of self- 

discipline and knowledge. 

In many cases, your choice 

will be influenced by your 

circumstances and 

characteristics such as 

account size, amount of 

time that can be dedicated 

Trading versus 
Investing 
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to trading, level of trading 

experience, personality, 

and risk tolerance.

Investing 

The goal of investing is to 

gradually build wealth over 

an extended period 

through the buying and 

holding of a portfolio. This 

portfolio can include BTC, 

stocks, options, futures, and 

other investment 

instruments. They will often 

enhance their profits 

through compounding or 

reinvesting any profits back 

into the coin or stock. 

Investments are often held 

for a period of months or 
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years (decades for some 

investors) and require 

much less active 

maintenance than a trader. 

On the other hand, just as 

much work is required in 

research for an investor as 

executing trades as a 

trader.
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Trading 

Trading involves frequent 

buying and selling of coins 

and stocks with the goal of 

generating returns that 

outperform buy-and-hold 

investing. While investors 

may be content with a 10% 

to 15% annual return, 

traders might seek a 10% 

return each month. Trading 

profits are generated by 

buying at a lower price and 

selling at a higher price 

within a relatively short 

period of time. The reverse 

is also true: trading profits 

are made by selling at at a 

lower price (known as 

selling short) to profit in 

Position Trader - 

positions are held from 

months to years.

 

Swing Trader - positions 

are held from days to 

weeks.

 

Day Trader - positions 

are held throughout the 

day only with no 

overnight positions.

 

Scalp Trader - positions 

are held for seconds to 

minutes with no 

overnight positions.

falling markets (discussed 

in the next chapter). Where 

buy-and-hold investors wait 

out less profitable positions, 

traders must make profits 

(or take losses) within a 

specified period of time 

and often limit losses using 

protective stop losses more 

than an investor would. A 

trader's "style" refers to the 

timeframe or holding 

period in which 

instruments are bought and 

sold. As a trader, you will 

generally fall into one of 

four categories:
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Hedging is a practice that 

every investor and trader 

should know about. 

Unfortunately, it is 

probably one of the least 

taught strategies in any 

trading or cryptocurrency 

course. It requires a broad 

knowledge of financial 

markets (New York Stock 

Exchange, NASDAQ, and 

Japan Exchange Group 

shown above) and will not 

work under the HOLD 

mentality. The best way to 

understand hedging is to 

Hedging 
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think of it as insurance. 

When people decide to 

hedge, they are insuring 

themselves against a 

negative event. This doesn't 

prevent a negative event 

from happening, but if it 

does happen and you're 

properly hedged, the 

impact of the event is 

reduced. So, hedging 

occurs almost everywhere, 

and we see it every day. For 

example, if you buy 

homeowner's insurance, 

you are hedging yourself 
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against fires, break-ins, or 

other unforeseen disasters. 

In trading and investing, 

hedging involves spreading 

out your investments to 

more than one market in 

case that market incurs a 

negative event. Obviously, 

the focus of you and other 

readers of this book is the 

cryptocurrency market; 

however, let us look at the 

past year (2017) for BTC and 

the losses experienced 

(-70%). If one was properly 

hedged by another market 

like the NASDAQ (home to 

Apple, Amazon), which was 

growing all year, you could 

have continued to turn 

profits and in turn reduced 
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the total loss on 

cryptocurrency. There is by 

no means a shortage of 

markets to hedge 

investments into. The 

American economy, for 

example, has experienced 

a bull run since the 2008 

financial crisis, over 10 

years.

Above is an index of the 

top 500 American 

companies which is freshly 

picked every year. This 

means there is someone 

very smart actively 

managing the S&P 500 to 

make it perform as best as 

possible. Warren Buffet 

famously said: "The trick is 
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not to pick the right 

company; the trick is to 

essentially buy all the big 

companies through the 

S&P 500 and to do it 

consistently". From the 

chart above, you can see 

the incredible growth 

experienced aside from the 

2000 and 2008 global 

crisis. This is a simple, yet 

effective, hedging device 

which would have 

counteracted any losses in 

crypto from 2017.
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Cycles are an undeniable 

feature of markets. Once 

understood, they will 

relieve you of most worries 

experienced by typical 

retail traders. 

 

The Market Cycle is a map 

of long-term market 

The Market Cycle 

A Guide to Technical Analysis 30 

L O C G L O B A L  
T R A D I N G  

movements split into 

different sections based on 

human emotions. The 

emotions stem from the 

two core influences of 

human action: greed and 

fear. These emotions can 

be seen in every market, 

and their influence on 
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price will often ignore any 

fundamental properties 

related to the security. This 

is because the influence of 

general opinion is stronger 

than any fundamental or 

technical indicator. Once 

rapid buying/selling starts, 

the crowd will usually 

follow.
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There are different versions 

and endless examples of 

the market cycle. 

Timespans vary from 

months to years, and they 

can reoccur multiple times. 

Recent well-known 

examples include the Tech 

crisis of 2000 and the Sub- 

prime crisis of 2008 (swipe 

left for major US market 

cycles over the last 100 

years). 

 

Now that we understand 

what the market cycle is, 

we can apply it to BTC. In 

2013/2014, BTC experienced 

a market cycle with the 

same emotions as 

2017/2018. As price fell, BTC 

critics celebrated, BTC 

fanatics called a reversal at 

every drop, many traders 

suddenly became non- 

existent, and ICOs went 

worthless. That cycle, like 

the rest, saw a slow rise 

with a sudden decline. 

Remember, “markets take 

the stairs up and the 

elevator down”. No one can 

know for certain where 

exactly we are in the cycle, 

but we can be sure that 

$20,000 was “delusion”. 

This peak bloated the 

blockchain space and was 

crucial in gaining global 

traction. Now in the late 

phase of the cycle, the 

market is cleansed of any 

worthless projects and 

dumb money. A healthy 

process when working 

towards a sustainable 

market for the future. How 

long it will last is anyone’s 

guess.
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Binance is considered one 

of the top exchanges in the 

world for buying and 

selling cryptocurrency. 

They have low fees and 

have become the number 

one exchange for Bitcoin 

by volume as of 2018. It’s 

important to only trade on 

trusted exchanges, as theft 

has been experienced on 

exchanges before. The top 

exchanges today are 

Coinbase, Binance, Bittrex, 

HitBTC, and KuCoin. Some 

altcoins you are looking 

Getting started: 
Binance 
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may not be on Binance 

and can be found on the 

other exchanges. As a word 

of warning, if the coin is 

not found on Binance, I 

would be immediately 

concerned about its 

potential.

Registering 

The first thing you need to 

know about how to use 

Binance is how to get 

registered! Go to the 

Binance homepage and 
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USD cannot be deposited 

directly into a Binance 

account. Instead, one must 

first purchase BTC/ETH, 

etc., from a dollar- 

accepting exchange like 

Coinbase and then send to 

Binance to be traded. A 

similar process will apply to 

almost any other exchange 

you are sending the funds 

from. I will use Ethereum 

(ETH) as an example of a 
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click on register. You will 

then be redirected to the 

registration page where 

you’ll need to enter your 

email address and create a 

password.

Funding

cryptocurrency you can use 

to fund your Binance 

account. 

Login to your Binance 

account. On the taskbar, 

click on Funds and then 

Deposits.

Now enter the 

cryptocurrency you need 

an address for. In this 

example, I’m using 

Ethereum. Binance will 

create an Ethereum 

address for you to send 

funds to. From your 

Coinbase account, enter 

the amount of ETH you 

wish to send and paste the 

ETH address found on 

Binance. All done.

Trading
There are two Binance 

trading settings: Basic and 

Advanced. Beginners 

should start by trading in 

Basic. 

The Basic trade setting has 
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a simple layout that’s easy 

to understand. Only 

important information for 

making trades is displayed. 

You must remember that 

Binance is a professional 

trading platform, so even 

the Basic trade setting 

might seem too 

complicated for some 

newbies to use. However, it 

won’t take you long to 

grasp it. 

The Advanced trade 

setting gives expert traders 

access to all the price 

charts and market data 

that they need to make 

complex trades. All that 

you need is the “basic” 

trade settings, as most of 

your analysis is done on 

Tradingview.com. 

Click on Exchange on the 

taskbar and select Basic. 

What you see next is 

explained on the following 

page. 
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This is what you will see. I 

know what you’re thinking, 

not very basic looking, but 

most of this information 

can be ignored for now. 

 

Choose a trading pair. For 

example, Bitcoin can be 

traded with 143 different 

coins, so we say that 

Bitcoin has 143 trading 

pairs on Binance. In this 

example, our account is 

funded with Ethereum, so 

we are only able to trade 

with Ethereum. To find out 

which cryptocurrencies are 

offered for trading with 

Ethereum, select ETH in 

the top right corner. You’ll 

now be able to see that 

Ethereum has 140 different 

trading pairs on Binance. 

Select the coin that you 

want to exchange 

Ethereum for. For example, 

you could choose Ripple 

(XRP).
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Choose which type of trade 

you want to make. Binance 

offers three kinds of trade: 

Limit orders allow users 

to set the maximum 

price they are willing to 

pay for coins or the 

minimum price they are 

willing to sell them for. 

Traders then have to 

wait until a buyer or 

seller accepts their price

 

Market orders allow 

users to trade coins at 

their current market 

price. This kind of trade 

is the fastest and most 

simple.

 

Stop-limit orders 

(mentioned in risk 

management) allow 

traders to buy or sell a coin 

once it has reached a 

certain price. This kind of 

order is often used by pro 

traders. Today, I’m only 

going to show you how to 

buy on Binance with 

market orders. They are 

quick, simple, and perfect 

for beginners 

 

Choose the amount you 

want to trade. Click on 

Market if you are happy 

with the current market 

price and enter the 

amount of Ripple (or your 

chosen coin) you want to 

buy. You can enter this as 

an amount or as a 

percentage of the 

Ethereum in your account.
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Binance trading fees are 

some of the lowest on the 

market. They do not charge 

users for making deposits 

because the exchange is 

cryptocurrency-only. It 

avoids the high fees that 

exchanges that offer fiat 

trading must charge. They 

have different withdrawal 

fees for different 

cryptocurrencies, but they 

are all quite low. For 

example, if you withdraw 

Ethereum, you’ll be 

charged 0.01 ETH, and if 

you withdraw Ripple, you’ll 

be charged 0.25 XRP. The 

actual trading fees are 

capped at 0.1% of each 

purchase or sale users 

make. This fee is reduced 

by 50% if traders use 

Binance Coin to pay them. 

So, that’s a final fee of just 

0.05%!

Fees
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Margin trading allows you 

to turn bear markets and 

falling prices into profitable 

trading opportunities. 

BitMEX provides the means 

to do so, and if correctly 

used, it can reduce the risk 

side of your portfolio. 

However, margin trading is 

a risky business, so much 

so that it should be 

governed by a set of key 

rules set by a number of 

entities—the Federal 

Reserve Board and New 

York Stock Exchange 

Getting started: 
Bitmex 
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(NYSE) included. 

Fortunately for some and 

unfortunately for others, 

crypto markets aren't 

regulated. So these 

organizations can't do 

much. Still, if attempting to 

access BitMEX from the 

USA or other countries 

(where margin trading is 

not allowed), a VPN (virtual 

private network) must be 

used.
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Margin and leverage can 

be difficult to understand. 

To most, it sounds too 

good to be true upon initial 

inspection. Getting a loan 

off a broker to buy 

$100,000 worth of BTC 

with only $1,000 cash. 

Sounds great, right? But of 

course, there is a catch. 

Your gains may be 

maximised in a profitable 

situation, but so will losses 

in an unprofitable situation. 

Don’t forget a liquidation 

price too. Margin, by 

definition, is the name 

given to the difference 
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between the total value 

held in your account and 

the amount loaned from 

the broker (BitMEX). 

Therefore, “buying on 

margin” is the act of 

borrowing money from a 

broker to buy coins. The 

practice means buying an 

asset where the buyer pays 

only a percentage of the 

asset's value and borrows 

the rest from the bank or 

broker. The amount 

borrowed is up to the 

trader and is determined 

by the "leverage" you set 

(5x, 10x, 50x, 100x). The 

What is margin? 
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broker acts as a lender, and 

the coin in the investor's 

account acts as collateral.
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What is leverage? 
BitMEX allows up to 100x 

leverage on a single trade. 

This means you can 

purchase $100,000 worth 

of BTC with just $1,000 

(observe the diagram 

above). Remember, this is 

not as good as it sounds. 

The higher the leverage, 

the more maximised your 

losses and the tighter your 

liquidation price. At 100x 

leverage, your liquidation 

price may only be $10/$20 

from your entry. Almost 

nothing when looking at 

BTC’s volatility. Once 

reached, you will lose 

everything staked in that 

position. Typically, I would 

not recommend you use 

over 10x leverage in such a 

volatile market.

What is a 

liquidation price? 

The above is your final 

confirmation window 

before opening a position 

(explanation at end of the 

chapter) Your liquidation 

price is another catch of 

this borrowed money. 

Given to you by BitMEX 

before opening a position, 

it varies, depending on 

your leverage. Once the 

liquidation price is 

reached, your position is 

liquidated. In other words, 

closed with no return. You 

may have guessed that a 
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higher leverage (or amount 

of borrowed money) will 

give you a tighter 

liquidation price. An 

example, let’s say we want 

to go long on BTC and bet 

that the price will go up. If 

we open a long position 

with 10x leverage at 

$6,600, our liquidation 

price is $6,000. This means 

that if price reaches 

$6,000, we lose all our 

money, and as price 

declines, our losses are 

multiplied by 10. Now, say I 

open a position with 100x 

leverage at the same price. 

My liquidation price is now 

$6,570. If price moves just 

$30, I lose everything! Not 

forgetting losses are also 

multiplied by 100. In one of 

the most volatile markets 

in the world, I am sure you 

can see the risk.
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Using leverage in trading 

can be a double-edged 

sword. It can lead to 

significant profits or 

complete bankruptcy. In 

fact, leverage trading is, 

technically speaking, a 

form of gambling as 

opposed to investing. As a 

rule of thumb, I 

recommend you never use 

over 10x. It can be 

especially risky for 

beginners who do not have 

experience with it. I see so 

many get caught up in the 

vast possibilities of 100x 

leverage, only to be in 

massive losses just hours 

later. Nevertheless, success 

can still be achieved with 

the correct level of leverage 

and the right amount of 

risk management. The 

cardinal rule of gambling 

is: never bet more than you 

can afford to lose.

Dangers
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1. To open the short at the 

current price instead of 

waiting for the coin to 

reach a price, we use the 

market tab. 

 

2. This is the value of your 

trade WITH leverage. So, if 

you have $10 in your 

account, and your leverage 

is set to 10x, the value here 

will read 100. 

 

3. This is the actual cost of 

your trade and what is 

important. 

 

4. Choosing your leverage. 

Note that to work out your 

liquidation price, you need 

to click "buy market/sell 

Executing a trade 

market", which will prepare 

the details of your trade 

(shown on the next page). 

Buy market: Going long or 

betting price will rise. 

 

Sell market: Going short or 

betting price will fall.
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5. After clicking either the 

"long" or "short" box, this 

window will pop up, 

displaying the details of your 

trade. I have circled your 

liquidation price, which is 

the most important factor 

after picking your leverage.

Quick tip some of you 

experienced traders may 

not have known about: you 

can open a "calculator" right 

above where you execute 

your trade, which will allow 

to work out potential profits 

before putting your money 

on the table
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Candlesticks originated 

from Japanese rice 

merchants and traders to 

track market prices and 

daily momentum 

hundreds of years before 

becoming popularized in 

the United States. The 

candlestick can reveal a lot 

about what went on that 

specific hour, day, or week. 

Candlesticks 
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On a daily chart, each 

candle represents a day, 

while on an hourly chart, 

each candle represents an 

hour. The candlestick's 

shadow/wick show the 

day's high and low and 

how they compare to the 

open and close prices 

(open price 00:00 a.m., 

while close price 12:00 p.m. 
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for daily charts). A 

candlestick's shape varies 

based on the relationship 

between the day's high, 

low, opening and closing 

prices.
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Some technical analysts 

like to use candlestick 

patterns to determine 

entry and exit points of a 

trade on a short-term basis. 

Personally, I am not a fan of 

candlestick patterns, as I 

prefer long-term trades 

using technical studies. 

Candlestick patterns use 

very little information 

compared to technical 

indicators like the MACD. 

However, they can be 

useful when determining 

entry points. Two popular 

patterns are the engulfing 

and hanging 

man/hammer.

Candlestick 

Patterns
Engulfing patterns indicate 

reversals. The candle 

engulfing the previous 

must completely extend 

above and below the wick 

and candle of the previous. 

You should look not only to 

the two candlesticks which 

form the bullish engulfing 

pattern but also to the 

preceding candlesticks. 

This larger context will give 

a clearer picture of 

whether the bullish 

engulfing pattern marks a 

true trend reversal.

Engulfing 



www.locglobalgroup.com

A Guide to Technical Analysis 49 

L O C G L O B A L  
T R A D I N G  

Hanging 

man/Hammer 

The hanging man and 

hammer are trend reversal 

patterns that consist of 

candles called umbrella 

lines because of their 

shape. The hanging man is 

a bearish signal that 

appears in an uptrend and 

warns of a potential trend 

reversal. The hammer is 

quite similar in appearance 

to the hanging man 

pattern, but it occurs in a 

downtrend and is a bullish 

signal that warns of a 

possible trend reversal. 

Hammers are most 

effective when they are 

preceded by at least three 

or more consecutive 

declining candles. Same 

with the hanging man. 

Declining candles are 

indicated with lower low 

tails; this means prices 

reach a lower price than 

the low of the prior candle 

period.
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Example 

An example of a bearish 

engulfing and hammer 

reversal on the BTC daily 

chart. We can see price was 

in a short decline before 

forming a hammer candle 

which initiated a 37% run. 

This run then led into the 

bearish engulfing and finally 

a 65% decline. This 

illustrates the selling 

pressure by participants 

feeling the pain of declining 

prices. Eventually, the pain 

becomes too great and 

forces the remaining sellers 

to panic out of their 

positions in a final selling 

frenzy, indicated by the 

lowest price being reached, 

followed by a quick rebound 

from the lowest price. 

 

This engulfing led to a loss 

of over 65%. Like most 

analysis, the longer the 

timeframe, the better, but 

this especially applies to 

candlestick patterns which 

use very little data. As 

mentioned, it is always wise 

to wait a few candles before 

entering the trade to 

confirm the trend. Go back 

to the chapter on risk 

management and 

remember the importance 

of patience.
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The orderbook (Bittrex.com 

above) is not the most 

effective indicator out 

there but is great for 

understanding how 

markets work. Only short- 

term traders really find use 

in it. The orderbook shows 

the operations behind 

every chart which we 

analyse. It is an electronic 

The Orderbook 
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list of buy and sell orders 

for a specific coin, 

organized by price level. It 

lists the number of coins 

being bid or offered at 

each price point or market 

depth.
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Buy and Sell walls 

If trading the orderbook, 

you will observe for buy or 

sell walls. A buy wall (left) 

occurs when the size of 

buy orders for a coin is 

much higher than the 

number of sell orders. The 

readings along the bottom 

indicate the price, and the 

height of the wall/readings 

on the right indicate the 

amount of coin waiting to 

be bought at that price. A 

sell wall operates the same, 

except sentiment goes in 

the opposite direction. If 

bullish on a coin, the larger 

and higher the buy wall, 

the better. It shows 

reasonable short-term 

belief about the current 

state of that coin. In other 

words, traders want to 

purchase more than they 

want to sell. The same 

applies in the opposite 

manner with a sell wall. In 

other words, it can be said 

a larger wall "eats" the 

smaller wall.



Chapter 11 

Technical Indicators: How 
many, which ones, and 

why? 

A Guide to Technical Analysis 54 

www.locglobalgroup.com L O C G L O B A L  
T R A D I N G  



Chapter 11 

By L. Wang 

www.locglobalgroup.com 

There are a LOT of 

technical indicators out 

there. In fact, some traders 

choose to make their own 

indicators using a range of 

averages and support 

levels. Counting the exact 

figure is impossible. As a 

result, getting started is the 

hardest step, as you try to 

Technical Indicators: 
How many, which 
ones, and why?
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figure out which ones to 

use and why. One thing I 

can say for certain from my 

years of trading is that 

more indicators does NOT 

mean more winning 

trades. In fact, if anything, it 

would result in less. I use a 

maximum of four 

indicators at a time. Even 
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that is a lot. Most trades I 

make will only use one or 

two indicators with a chart 

pattern (not to be confused 

with indicator; MACD = 

indicator, wedge = pattern). 

To put this into 

perspective, the Ichimoku 

Cloud, discussed in 

Chapter 12, is designed to 

be used by itself. The word 

Ichimoku literally translates 

to “one look equilibrium”. 

Too many indicators are a 

common error, and I gave 

the example on the 

previous page to give you 

an idea of what this will 

look like. Often you see 

people claiming to be 

traders flashing 

complicated charts like 

this; now you know they 

provide little to no value. To 

help you find your 

favourites and share with 

you some of mine, I have 

written this book. The 

indicators and patterns are 

given in order of 

importance, but indicators 

and patterns as a category 

are of equal value. 

 

When I started, I never 
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understood what people 

meant when they said, 

“Everyone has their own 

personal favourite 

indicator(s)”. This would 

cause me to ask, “Is there 

not one indicator that has 

proven the most accurate?” 

The answer is no. If there 

was, the entire market 

would use it. That’s what’s 

special about technical 

analysis. Each trader is 

affecting the market in 

their own way with their 

own favourite indicators 

and patterns. Different 

traders have different 

strategies and different 

past experiences with what 

they use. As you learn, you 

will find many indicators 

use the same data and 

achieve similar results. The 

factors that determine a 

person's favourites are 

usually based on their past 

experiences. Thus, the best 

way to learn is through 

proactive and carrying out 

your own trades. You will 

find few better starting 

points than the book you 

are reading. Eventually, you 

will be able to look at a 
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chart and know "the MACD 

will give me a good 

reading here". 

 

For those already trading, 

my favorites include:
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Relative Strength Index 

(RSI).

 

Moving Average.

 

MACD.

 

Ichimoku Cloud.

 

Volume.

 

Fibonacci Levels.



Chapter 12 

RSI (Relative Strength 
Index)

A Guide to Technical Analysis 58 

www.locglobalgroup.com L O C G L O B A L  
T R A D I N G  



Chapter 12 

By L. Wang 

www.locglobalgroup.com 

The RSI, one of my 

favourite indicators for the 

notorious “RSI Divergence”. 

Proven, for me, to be one of 

the most effective 

indicators in technical 

analysis. The RSI was 

developed by J. Welles 

Wilder and is a momentum 

oscillator measuring the 

speed and change of price 

movements. To add the 

RSI (Relative 
Strength Index) 
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RSI, simply go the 

"indicators" tab as 

described in Chapter 2. 

Indicators have a habit of 

looking more complicated 

than they are. The RSI 

oscillates between 0 and 

100 and is traditionally 

considered overbought 

when above 70 and 

oversold when below 30. 

As indicated with the “pink” 
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background. Overbought 

means the price is a high 

compared to the previous 

price, while oversold 

means price is a low 

compared to the previous 

price. An overbought or 

oversold RSI can be used in 

conjunction with other 

indicators to confirm an 

oversold or overbought 

price but is not effective 

alone, unlike the 

divergence.

trend and must satisfy 

conditions both in the RSI 

and price. The image above 

shows a bullish RSI 

divergence occurring at 

the bottom of a trend. This 

indicates with almost 

certainty that we will see a 

reversal from that position, 

but an important thing to 

remember is that these 

reversals can be small, 

sometimes only 5% on 

daily charts. The CRUCIAL 

element of a bullish RSI 

divergence is that price 

sets lower lows, while RSI 

sets higher highs. The 

crucial element of a 

bearish RSI divergence is 

that price sets higher 

highs, while RSI sets lower 

lows. 

Trading the RSI 

The most powerful way to 

use the RSI is identifying an 

RSI divergence (effective 

on charts greater than the 

4-hour). It has proven to be 

one of my most effective 

indicators time and time 

again. It will usually appear 

at the top or bottom of a 
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An RSI divergence is seen 

above on ETH’s 4-hour 

chart as price sets lower 

lows while the RSI sets 

higher lows. In this 

example, an entry was 

made as soon as price 

confirmed support off the 

trendline. Once entered, a 

target was set on the 50% 

level of the Fibonacci 

retrace (Chapter 15) 

indicated at the red box. 

This trade would have 

returned over 40%. Still, as 

mentioned, I recommend 

you use conservative 

Example 

targets when trading the 

RSI. Reversals can be 

minimal.
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The moving average is the 

most widely used study in 

technical analysis. Popular 

among large investors 

(“whales”), it can quickly 

give you trend direction 

and general price position 

while predicting support 

and resistance points. How 

does it work? An example, 

the 10-day moving average 

MA (Moving 
Average) 
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would average out the 

closing prices for the last 10 

days for one point. The next

point would drop the 

earliest price, add the price 

on day 11, and take the 

average. This gives us 

moving trend lines which 

stay relatively correlated 

with price.
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To add a moving average 

to your chart, simply go to 

the “Indicators” tab at the 

top of your screen (Chapter 

2) and search "moving 

average". Start by adding 3 

MAs (moving averages) and 

adjust the settings located 

at the top left of the chart 

marked above. Moving 

average settings are 

typically split up into slow, 

medium, and fast. 

Typically, I would use 200 

for slow, 100 for medium, 

and 50 for fast.
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Settings 

Trading the MA 

Moving average strategies 

are popular and can be 

tailored to any time frame, 

suiting both long-term 

investors and short-term 

traders. As a general 

guideline, if the price is 

above a moving average, 

the trend is up. If the price 

is below a moving average, 

the trend is down. They can 
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act as support or resistance 

as shown in the example 

above. The 50 or 100 MA is 

a common correction point 

in bull and bear trends. In 

an uptrend, the 50-day is 

considered a minor 

correction, the 100 a strong 

correction, and the 200 a 

major correction. This is 

because averages act like a 

floor (support), so the price 

bounces from them. In a 

downtrend, a moving 

average may act as 

resistance; like a ceiling, 

the price hits the level and 

then starts to drop again. 

Why? Usually, when 

companies/whales are 

looking to buy back in/sell, 

they would use MAs to 

gauge where. Of course, 

the price won't always 

"respect" the moving 

average in this way. Price 

may run through it or stop 

and reverse prior to 

reaching it.
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Crosses

Crossovers are useful but 

not effective for identifying 

bull and bear trend, 

especially in high 

availability as seen in 

cryptocurrency. The first 

type is a “candle” crossover, 

which is when the price 

crosses above or below a 

moving average to signal a 

potential change in trend. 

Another strategy involves 

moving averages crossing 

over moving averages. 

When the shorter-term MA 

(50-day) crosses above the 

longer-term MA (200-day), 

it can be a buy signal. It 

indicates that the trend is 

shifting up. This is known 

as a "golden cross". 

Meanwhile, when the 

shorter-term MA crosses 

below the longer-term MA, 

it can be a sell signal, as it 

indicates that the trend is 

shifting down. This is 

known as a “death cross". 
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Unfortunately, from 

experience, I have found 

golden and death crosses 

have lost their effectiveness 

in recent years. Likely 

because of the popularity 

they gained. Still, they are 

useful for identifying 

changes in trend direction.
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A great example of the 

power of MAs on BTC’s 

daily chart (like all 

indicators, the longer the 

timeframe, the better). At 

box 1, we see the dip 

opportunities the 50 MA 

can provide. These can also 

act as points to open shorts 

in a bear market. This is a 

common use of the 50 MA, 

as it will frequently act as 

resistance or support, 

especially in the early 

stages of a trend. After a 

big sell-off, we see the 

price go just below the 200 

MA in box 2, which was a 

Example 

great opportunity to buy 

for a quick sell. MAs will not 

always be pinpoint 

accurate, but they don’t 

have to be; they can simply 

tell us how high or low 

price is relative to the 

previous price. Finally, in 

the third box, after a death 

cross occurred, we see 

price test the 200 MA one 

final time before declining. 

Ideal spot to open a short.
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Chapter 14 

By L. Wang 
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The Moving Average 

Convergence Divergence 

(MACD) is a trend-following 

momentum indicator like 

the RSI. It shows the 

relationship between two 

moving averages. Gerald 

Appel developed this 

indicator in the 1960s. Its 

popularity is largely due to 

its ability to help quickly 

spot increasing short-term 

momentum. The red 

MACD (Moving 
Average Convergence 
Divergence 
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average or MACD is the 26- 

day exponential moving 

average (EMA) subtracted 

from the 12-day EMA. A 

9-day EMA of the MACD, 

called the "signal line”, is 

then plotted on top of the 

MACD, functioning as a 

trigger for buy and sell 

signals.
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The most common way to 

use the MACD is watching 

for the shorter moving 

average (blue line) to cross 

above (long) or below 

(short) the longer moving 

average (red line) and 

using this to signal 

increasing momentum in 

either direction. These 

crossovers, let’s use a bull 

cross for this example, 

suggest that the price has 

recently been rising at a 

faster rate than it has in the 

past, a common technical 

buy sign. Conversely, a 

short-term moving average 

crossing below a longer- 

term average is used to 

illustrate that the asset's 

price has been moving 

Trading the 

MACD 

downward at a faster rate, 

indicating that it may be a 

good time to sell. An 

important thing to 

remember with the MACD 

cross is, let it play out for a 

couple of candles. Avoid 

entering as soon as the 

averages cross. You will 

notice from price history 

that this does not always 

sustain, and the cross can 

be quickly reversed.

Histogram "W" 

The bar chart, which is 

called the Histogram, 

calculates the difference or 

distance between the 

faster and slower moving 

average. High divergences 

on the Histogram chart will 

suggest movement back in 

the opposite direction, but 

this is not a reliable 

indication. The most 
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effective way to use the 

Histogram is to look for “W” 

formations. When you see a 

“W” form on the Histogram, 

this represents two 

attempts to cross the 

average twice but both 

failing. The third has a 

better chance than the 

prior two. See examples of 

the W formation above.
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A great example of bullish 

MACD crosses on the BTC 

daily chart. I have 

highlighted in green entry 

points which align with the 

MACD. You may notice we 

entered only after allowing 

the MACD to continue its 

cross for several candles, 

confirming the trend. Once 

the trend is confirmed, you 

can then make an entry. If 

entered at both points, the 

first would have returned 

60% if sold at the top, and 

the second returned 70% if 

sold at the top. Go through 

coin chart history on 

Example 

TradingView and find spots 

where you can find the 

effectiveness of the MACD.
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Chapter 15 

By L. Wang 

www.locglobalgroup.com 

The Ichimoku Cloud, a 

personal favourite of mine. 

Notorious for its apparent 

complexity, once 

understood, it is one of the 

most effective and easy-to- 

use indicators. One look 

can give you all the 

information you need. The 

Ichimoku Cloud will display 

Ichimoku Cloud 
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support, resistance, 

momentum, and trend in 

one view.
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Tenkan-Sen (blue) and 

Kijun-Sen (red) are similar 

to moving averages and 

are, like moving averages, 

analysed in relation to one 

another. When the shorter 

average, Tenkan-Sen, 

crosses above the longer 

average, Kijun-Sen, the 

trend is typically positive. 

When Tenkan-Sen crosses 

below Kijun-Sen, the trend 

is typically negative. These 

are called TK (Tenkan 

Kidjun) crosses and are 

discussed later.

Trading the 

Ichimoku Cloud 

Starting off, when price is 

above the cloud, the trend 

is up. When price is below 

the cloud, the trend is 

down. This can be further 

confirmed by the colour of 

the cloud: red is bearish, 

and green is bullish. The 

cloud acts as potential 

points of support and 

resistance. In the example 

we will see that the cloud 

acted as resistance twice in 

later stages of the chart. 

The Tenkan and Kijun will 

often act as points of 

support or resistance too, 

much like a moving 

average. This can be useful 

when looking for 

Components 
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points to sell or dips to 

purchase.

TK Crosses 

TK crosses (above) (Tenkan 

Kijun) are like a MACD 

cross and should be 

treated like one. They are 

very effective and can 

predict trend direction 

with almost certainty but 

need a few candles to 

confidently confirm. The 

Tenkan-Sen (blue) and 

Kijun-Sen (red) crosses are 

analysed in relation to their 

position versus the cloud. 

Most TK crosses occur 

within the cloud; however, 

some will occur above and 

some below. A positive TK 

cross above the cloud 

(when the cloud is green) is 

rare to see but one of the 

most powerful technical 

indicators there is. This also 

applies to the opposite; a 

TK cross below the cloud is 

a powerful bearish 

indication.

Kumo Breakout 

Kumo breakouts are an  

easy-to-understand 

indicator. They occur when 

the price cuts one of the 

two extremes of the Kumo 

Cloud. A bullish signal 

occurs when the price 

enters the Kumo and 

breaks its upper wall 

upward. A bearish signal 

occurs when the price 

enters the Kumo and 

breaks its lower wall.
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A great example of the 

effectiveness of the 

Ichimoku Cloud. We can 

see several indicators 

mentioned taking effect. If 

we were looking at this 

chart in the early stages at 

number “1”, we would have 

seen a negative TK cross. 

This should have caught 

our attention but may not 

have been enough to enter 

the trade, as it was above 

the cloud. Instead, we 

would wait to see if the 

trend is confirmed. The 

next indication is a 

negative Kumo breakout at 

Example 

number “2”. This combined 

with the prior TK cross 

would have been enough 

evidence to know the bears 

are gaining momentum. 

With this information, we 

then looked for the ideal 

point/highest price to open 

a short for maximum 

profits, which would have 

been resistance of the 

cloud at “3”. Once in the 

short, a lot of declines 

followed.
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Chapter 16 

By L. Wang 
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The Bollinger bands. A 

technical indicator 

consisting of two other 

“bands” which are plotted 2 

standard deviations above 

and below a centre moving 

average (red). Developed 

by the famous technical 

trader John Bollinger who 

can, funnily, be followed on 

Bollinger Bands 
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Twitter. In the most 

common format, the price 

of the stock is bracketed by 

an upper and lower band 

with a 21-day simple 

moving average running 

along the middle. Because 

standard deviation is a 

measure of volatility, when 

the markets become more 
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volatile, the bands widen; 

during less volatile periods, 

the bands contract.

The Squeeze 

The squeeze is the main 

concept of Bollinger bands. 

When the bands come 

close together, constricting 

the moving average, it is 

called a squeeze. A 

squeeze is a period of low 

volatility and is considered 

to be a sign of incoming 

increased volatility or a 

breakout to be traded. Low 

volatility like this can also 

be seen on other 

momentum indicators like 

the MACD. Conversely, the 

wider apart the bands 

move, the more likely the 

chance of a decrease in 

volatility and the greater 

the possibility of exiting a 

trade. The Bollinger Band 

and Fibonacci Retrace are 

a common trading pair 

used by such traders as 

Anton Kreil.

Breakout 

Approximately 90% of 

price action occurs 

between the two bands. 

Any breakout above or 

below the bands is a major 

event. The mistake most 

people make is believing 

that that price hitting or 

exceeding one of the 

bands is a signal to buy or 

sell. Breakouts provide no 

clue as to the direction and 

extent of future price 

movement, and price will 

often continue sideways 

from the breakout. 

However, if coupled with 

something like an RSI 

divergence, it may be of 

value.



www.locglobalgroup.com 

A Guide to Technical Analysis 81 

L O C G L O B A L  
T R A D I N G  

For this example, I will 

make use of the Bollinger & 

Fibonacci pair as used by 

Anton Kreil. At “1”, we see a 

squeeze form because of 

low veniality. This indicates 

with a strong possibility 

that there is incoming 

volatility which can be 

traded. At this point, it is 

impossible to know 

whether the movement 

will be bullish or bearish; 

this is where the Fibonacci 

levels come in. As seen, 

price made a leg up above 

the first Fib level (23.6% - 

red line), which is a sign of 

Example 

confidence and suggests 

this incoming volatility 

might be bullish. 

Considering this, we can 

set a sell order at “2”, also 

using the Fibonacci levels. 

This trade proved 

profitable with a total 

return of 75% on BTC.
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Chapter 17 

By L. Wang 
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The concepts of support 

and resistance are 

undoubtedly two of the 

most highly discussed 

attributes of technical 

analysis. They are price 

levels on charts that tend 

to act as barriers, 

preventing the price from 

Support and 
Resistance 

A Guide to Technical Analysis 83 

L O C G L O B A L  
T R A D I N G  

getting pushed in a certain 

direction. Support is a price 

level where a decline can 

be expected to pause due 

to a concentration of 

demand. Meanwhile, 

resistance zones arise due 

to a sell-off when prices 

increase. Previous 
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resistance will sometimes 

become support, as 

discussed in the example 

at the end of the chapter. 

Once an area or "zone" of 

support or resistance has 

been identified, it provides 

valuable potential trade 

entry or exit points. This is 

because as a price reaches 

a point of support or 

resistance, it will do one of 

two things—bounce back 

away from the support or 

resistance level or violate 

the price level and 

continue in its direction 

—until it hits the next 

support or resistance level, 

increasing your chance of 

an accurate prediction. 

Most trades are based on 

the belief that the support 

or resistance will not be 

broken, and if they are, the 

trend is likely to continue

Types of Support 

and Resistance 

Horizontal Price Points

 

Trendlines

 

Moving Average 

(Chapter 10) 

 

Big Evens

 

Fib Levels (Chapter 15)

 

Ichimoku Cloud

Support and resistance can 

come from a range of 

patterns plotted on the 

chart. The most common 

are horizontal price points 

and trendlines. They are 

straight lines that connect 

two or more price points 

and then extend into the 

future to act as a line of 
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support or resistance. The 

difference is, a trend line 

can be angled in any 

direction, while the 

horizontal price point 

remains at a constant 

price. 

Big Evens 

because we can expect 

that there will be 

resistance at the even 

$5,000. Setting your exit 

just before this price rather 

than at it will give you a 

step or two ahead of the 

rest. The key to hitting 

targets is to be a little less 

greedy than the next 

trader. The same applies to 

Fibonacci levels, which are 

discussed in the next 

chapter. One of the most 

effective tools in a trader’s 

arsenal for setting targets

Big even numbers are 

about psychology. As 

human beings, we tend to 

value simplicity, and our 

own internal psychology 

plays a role with the odd 

price behaviours that may 

be exhibited at these 

“psychological levels”. 

Examples are round 

numbers like $5,000, 

$6,000, or $10,000 instead 

of $5,142, $6,098, or $9,940. 

Sometimes, we can expect 

support or resistance at 

these levels and set entries 

and stop losses 

accordingly, especially if 

there is evidence of these 

levels from before. For 

example, if you bought at 

$4,300, using the big even 

number psychology, you 

could set a target at $4,900 

rather than $5,000 .
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Above is a great example 

of resistance (marked on 

the left) becoming support 

(marked on the right). 

There are several trades 

that could be made here. 

First, wait for the trend 

reversal to confirm 

resistance at “2” after 

observing the previous 

resistance at point “1”. Once 

the reversal is confirmed, 

you would open a short to 

a lower price. Nice and 

simple. Later in the chart, 

at “3”, we see the resistance 

has become support. This 

point served as a perfect 

Example 

level for a buy order after 

being resistance in the 

past.
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Chapter 18 

By L. Wang 
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The Fibonacci retrace is a 

great technical pattern 

that every trader should 

use. It is used to identify 

unknown levels of support 

and resistance based on a 

famous, key set of numbers 

discovered by Leonardo 

Fibonacci in 1202 AD, also 

known as the Golden ratio.

Fibonacci 
Retracement 
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 What makes this ratio 

special is, it consistently 

appears in nature herself. 

One of many examples 

includes the number of 

petals in a flower which 

will follow the Fibonacci 

sequence. Famous 

examples include the lily.
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How to trace 
trading this chart (BTC 

daily May-Oct), that would 

have been an ideal point 

for a sell target. Like all 

indicators, I find the best 

results are on longer time 

frames like Daily. 

Despite popular belief, the 

23.6% and 78.6% levels (red 

and blue) are technically 

NOT Fibonacci numbers. 

For this reason, the most 

popular Fib levels are 38.2%

(yellow) and 62.8% (cyan). 

50% (green) is also not a 

Fibonacci number but 

does stem from the Dow 

Theory and proves 

accurate.

A simple tool to 

understand, where skill 

and experience are 

needed, is knowing when 

to use it. Each line 

identifies retrace points 

after a significant move. 

The important word is 

“retrace”. In other words, 

Fib levels will indicate 

where price might correct 

to after an extended 

bullish or bearish move. To 

apply, trace from top to 

bottom/bottom to top of 

the significant trend. Using 

the previous page as an 

example, the move we 

traced is the extended 

bearish trend to the left of 

the chart. All following 

price actions MUST remain 

within “1” and “0”. See that 

“1” or the max level is 

located at the top of the 

trend, while “0” is located 

at the bottom. I find Fib 

levels are best used to 

identify sell targets. Notice 

the accuracy of the levels 

above, predicting the 

bullish retrace to the 61.8% 

Fib level (cyan). If you were 
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Fibonacci levels are useful 

for setting targets on 

trades as well as identifying 

confidence in trends when 

levels are passed. If you 

cannot find any evidence 

of potential support or 

resistance, they can be 

used to predict them for 

you. They can also be used 

to reassure you that a 

resistance level you had 

found is correct when it 

lines up with one of the Fib 

levels. When a Fib level is 

crossed, like support or 

resistance, the chance of it 

remaining above or below 

Trading the 

Fibonacci 

Retracement 

that level is increased since 

previous support becomes 

resistance and vice versa 

(discussed in the previous 

chapter). When using the 

Fib level to set targets, set 

yours a little below the 

level itself. This is like 

setting targets just below 

big even numbers. The 

Fibonacci levels are a 

popular tool, and many 

traders will be using them 

to set their targets. To be 

ahead of the rest, you need 

to be a little less greedy 

and set your target a few 

dollars lower. For example, 

if the Fib level is at $1,000, 

it would be safer to set the 

target at $990. 

Fibonacci levels can only 

point to possible 
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corrections, reversals, and 

countertrend bounces. This 

system struggles to 

confirm any other and 

doesn't provide easily 

identifiable strong or weak 

signals. For this reason, the 

Fibonacci retracement 

requires other indicators or 

technical signals
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As mentioned, Fibonacci 

levels are best used for 

determining targets and 

stop losses, not for 

determining trend 

direction or momentum. 

For this example, let us 

assume at “1”, there were 

bullish indicators on the 

RSI and MACD. For a 

conservative trade, we wait 

until this green box at “1” 

has been passed and the 

indications from the RSI 

and MACD are confirmed. 

This is called a “leg up”. 

Once entered, a stop loss 

can be set below “1”, as this 

Example 

would indicate the leg up 

had been a loss. Using the 

Fib levels again, we would 

then set a target at the 

next level, 61.8%, where the 

trend ended up stopping 

in this example on BTC, 

providing a perfect trade.  
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Chapter 19 

By L. Wang 
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Chart patterns are based 

on the belief that what 

happened in the past will 

happen again. They show 

that when the market 

behaves a certain way, a 

pattern can regularly 

reoccur before the event 

takes place. Like anything 

in technical analysis, there 

Technical Patterns 
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is no technical pattern that 

will tell you with 100% 

accuracy where price is 

heading. However, some of 

have proven very close. I 

have given a percentage 

chance of the desired 

outcome happening based 

on previous occurrences for 

each pattern described. 
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Chart patterns can be used 

on any time frame more 

effectively than technical 

indicators. This makes 

them useful for scalpers, 

day traders, swing traders, 

investors, etc. There are 

three types of patterns, 

reversal patterns, 

continuation patterns, and 

bilateral patterns, where 

price can go either way, 

depending on whether it 

breaks to the upside or to 

the downside. 

 

Continuation: 

 

Cup and Handle 

Pennant Flag 

Triangle 

Wedge 

 

Bilateral: 

 

Pennant (occasionally) 

Triangle (occasionally) 

 

Reversal: 

 

Head and Shoulders 

Double top/bottom 

Triple top/bottom 

The size and dimension of 

a chart pattern can also be 

used to set accurate 

targets, making them 

versatile in a range of 

situations. I have also found 

chart patterns prove more 

effective than technical 

studies (MACD, RSI) during 

times of low volatility. Since 

most technical studies are 

momentum indicators, 

price requires volatile 

movements for them to be 

effective, thus the name 

momentum.
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Chapter 20 

By L. Wang 
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One of the most reliable 

patterns in technical 

analysis, the head and 

shoulder. Occurring when a 

market is in the process of 

reversal either from a 

Head and Shoulders 
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bullish or bearish trend. 

The shape itself consists of 

a left shoulder, right 

shoulder, head, and 

neckline. The left shoulder 

forming at the end of a 

Head and shoulder 
(83.04% Success) 
 
Inverted (83.44% Success)
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rally where price is rising, 

and volume is high. After 

coming to an end, we see a 

decline back down to the 

neckline of the pattern. The 

price then moves up to 

form the head, only to be 

followed by a drop to the 

neckline under low 

volume. Finally, the right 

shoulder is formed when 

prices move up but 

remains below the central 

peak and falls to the 

neckline. The distance 

travelled from the neckline 

after a breakout will 

typically equal that of the 

neckline to the top of the 

head. This can be used as a 

target. 

 

The first peak, and 

following the decline of the 

head and shoulders, 

represents the declining 

momentum of the bullish 

trend. To try and sustain 

the trend, the buyer will 

then push price up again 

to form a head. Before this, 

the left shoulder and the 

head are simply a 

correction in a continuing 

trend. It is important to 

remember that in many 

cases, this second rally will 

continue without a third 

correction. When the 

second rally fails, and price 

falls below that of the 

initial peak, the confidence 

is lost. A final attempt is 

made to form the right 

shoulder, but this falls 

below the second peak. 

The bears win out, and 

price falls below the 

neckline to a lower target. 

 

As mentioned, the target of 

the head and shoulders 

will often be the same 

distance below the 

neckline as the head was 

above the neckline 

(indicated using the red 

arrows below). Like all 

indicators, it is best to wait 

for a breakout over the 

neckline to confirm the 

trend before entering. I 

have indicated this using 

the green box above. Once 

entered, a target can then 
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be set of equal length the 

peak of the head to the 

neckline. This is shown on 

the previous page.
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Example 

Above, we see an inverted 

head and shoulders pattern 

form at the bottom of a 

trend. The pattern is formed 

on a sloped trend line, 

which is fine, as the 

psychology is the same. 

Patience is important, so 

waiting for a break of the 

neckline and entering in the 

green box was the correct 

approach. Using the 

percentage travelled from 

the tip of the head to the 

neckline, a target was set, 

which proved to be accurate 

right to the dollar. Price 

began its decline from 

there.
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Chapter 21 

By L. Wang 

A descending or ascending 

wedge usually comes as a 

pause in a trend. They 

typically last longer than a 

flag or pennant discussed 

in Chapters 24 and 25 but 

are shorter than a head 

and shoulders. I would like 

to call them a continuation 

pattern, but I have often 

seen them cause a reversal 

too. An ascending wedge is 

formed when price 

Ascending/Descending 
Wedge
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consolidates between 

upward sloping support 

and resistance lines. A 

descending wedge is 

formed when price 

consolidates between 

downward sloping support 

and resistance lines. 

 

An ascending wedge is a 

bearish pattern, a 

descending wedge is a 

bullish pattern, and a flat 
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wedge is 50/50. As with all 

price consolidation, we 

know that a big splash is 

coming and can expect a 

breakout to either the top 

or bottom. If the ascending 

wedge forms after an 

uptrend, it’s usually a 

bearish reversal pattern. On 

the other hand, if it forms 

during a downtrend, it 

could signal a continuation 

of the down move. 

Conversely, if the 

descending wedge forms 

after a downtrend, it’s 

usually a bullish reversal 

pattern. If it forms during 

an uptrend, it could 

indicate the trend 

continuing. Like all TA 

patterns discussed in this 

book, a target can be 

determined using 

information from the chart. 

With wedges, we use the 

distance of the trend 

leading to the wedge as a 

gauge for where to set the 

target. We also suggest 

only entering a trade when 

the breakout of a wedge is 

complete and the pattern 

is confirmed.
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Example 

In this example, we see a 

bearish ascending wedge 

form during a decline, 

which means it will typically 

be a continuation pattern 

compared to forming at the 

top of a run, which would 

indicate it is a reversal 

pattern. Technical patterns 

are useful, as they allow us 

to determine accurate 

targets using the 

information they provide. In 

the case of wedges, like a lot 

of patterns, we can use the 

length of the trend to the 

pattern as a gauge for 

determining a target. This is 

indicated using the green 

arrows. It is always wise to 

wait for a breakout to 

confirm the trend. 

Considering this, we entered 

at the green box. If closed at 

the red box (as indicated by 

the wedge), profits were 

over 80%.
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Chapter 22 

By L. Wang 
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The rectangle is a rare 

continuation pattern which 

is self-explanatory. It is 

similar to a channel 

pattern (Chapter 22), with a 

statistically higher success 

Rectangles 
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rate. Like all continuation 

patterns, the rectangle is 

defined by a strong trend 

move, followed by two or 

more nearly equal tops and 

bottoms that create 

Bullish Rectangle (78.23% 
Success) 
 
Bearish (79.51% Success)
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parallel trendlines (support 

and resistance). The only 

difference between the 

bullish and bearish 

variations is that the bullish 

rectangle pattern starts 

after a bullish move, and 

the bearish rectangle 

pattern starts after a 

bearish move. 

Rectangles are essentially 

failed double tops and 

triple tops (reversal 

patterns discussed in the 

next chapter). Therefore, it 

can be dangerous to try 

and anticipate double and 

triple tops/bottoms. Often, 

they don't fully complete , 

and price will resume the 

prior trend. 

 

A rectangle pattern is 

complete when the upper 

or lower trend line is 

broken to continue the 

trend in the same 

direction. Using this 

information, a buy order 

can be set just above the 

upper trendline of a bullish 

rectangle to enter once a 

breakout has been 

confirmed. The pattern is 

considered successful 
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when price extends 

beyond the breakout point 

by the same distance as 

the width of the rectangle 

pattern (indicated by the 

red arrows below). Using 

this information, a target 

can be set at this point to 

then complete the trade.
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Like all TA patterns, we 

wait until a breakout is 

confirmed above the upper 

trendline before entering 

(green box). The height of 

the rectangle is at least 

equal to the distance 

travelled after a breakout 

occurs. This information 

can be used to provide 

accurate targets. Like 

setting targets just less 

than a big even number 

(Chapter 22), targets should 

be set just less than the 

height of the rectangle. In 

the example above, a buy 

order was placed at the 
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Example 

green box, thus only 

entering a position once 

the breakout is confirmed. 

When entered, a target was 

then set at the red box, 

which was the same 

distance from the 

rectangle as its height.

www.locglobalgroup.com 

A Guide to Technical Analysis 108 

L O C G L O B A L  
T R A D I N G  



Chapter 23 

Triple Top/Bottom 

A Guide to Technical Analysis 109 

www.locglobalgroup.com L O C G L O B A L  
T R A D I N G  



Chapter 23 

By L. Wang 
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The triple top/bottom is 

defined by three nearly 

equal highs or lows. In a 

triple bottom, the pattern 

starts as a normal 

movement with an initial 

Triple Bottom/Top 
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bounce. The second 

bounce confirms that there 

is support there and the 

chance of bulls causing a 

reversal. By the third, it is 

clear there is strong buying 

Triple Top (77.59% Success) 
 
Bottom (79.33% Success)
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power and that bulls are 

gaining momentum. 

The pattern is confirmed 

when price breaks above 

the two swing high points 

of a triple bottom or below 

the two swing low points of 

the triple top. It is crucial 

you wait for this break, as 

before this point, the 

pattern is a correction in a 

continuing trend. Typically, 

the wider the gap between 

each bounce, the more 

powerful it becomes. 

 

Like most chart patterns, a 

target can be set using its 

information. Price will 

usually climb from the 

breakout the same 

distance as the length from 

support to the two swing 

high points. This is shown 

below.
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A good example of a triple 

bottom on FB’s daily chart. 

Like all chart patterns, you 

first wait for a breakout to 

confirm momentum. In an 

ideal situation, there will be 

a volume spike too. In the 

example above, a buy 

order (green) was set above 

the swing high point after 

the third bottom was 

created, therefore only 

entering the trade once a 

breakout is confirmed. 

When entered, a target 

could then be determined 

using information from the 
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Example 

bottom, setting it the same 

distance from the breakout 

point as the two taps to 

the swing point.
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Chapter 24 

By L. Wang 
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The double top/bottom is 

one of the most common 

reversal patterns you will 

find. They are defined by 

two equal highs (double 

top) or lows (double 

Double Bottom/Top 
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bottom) with a gap 

between both touches. The 

pattern is complete when 

price breaks above the 

swing high point of a triple 

bottom and below the 

Triple Top (75.01% Success) 
 
Bottom (78.55% Success)
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swing low point of the 

triple top. It is crucial you 

wait for this break, as 

before this point, the 

pattern is just a normal 

correction in a trend. 

Generally, the wider the 

gap between the touches, 

the more powerful the 

pattern becomes. 

 

Like most technical 

patterns, a target can be 

set using its information. A 

double top/bottom is 

considered complete when 

price travels the same 

distance from the breakout 

point as the two taps to 

the swing point. This is 

indicated using the red 

arrows below. 

 

Like all technical patterns, 

to trade using them, you 

should wait for a breakout 

to confirm. In an ideal 

situation, there will be a 

volume spike too. A buy 

order just above the swing 

high point after the second 

bounce is created is ideal. 

This will only enter the 

trade when momentum 

has started.
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A good example of a 

double bottom above. As 

we can see, price tests 

support twice, with a swing 

high in between. The gap 

between both taps is wide 

and thus provided a 

powerful run. As with all 

technical patterns, we wait 

until the trend is confirmed 

before entering. The trend 

is confirmed in a double 

bottom when price is 

above the swing high of 

the pattern as marked 

above in green. Using 

information from the 

pattern, in particular, the 
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Example 

distance from the support 

to the swing high, an 

accurate and conservative 

target can be set. This has 

been indicated in red.
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Chapter 25 

By L. Wang 
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Channels are a common 

pattern appearing as 

delayed corrections during 

trends. Like flags, channels 

have parallel trend lines, 

but they are wider and 

longer, consisting of more 

Descending/Ascending 
Channel 
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price candles. Descending 

channels are defined by a 

strong uptrend, followed 

by a set of lower highs and 

lower lows through parallel 

trendlines containing price. 

The ascending channel is 

Descending (73.03% Success) 
 
Ascending (72.88% Success)
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defined by a bearish trend 

move, followed by a series 

of higher highs and higher 

lows that also form parallel 

trendlines. 

 

A bullish channel will 

continue its correction till 

the upper trendline is 

broken, and the trend 

continues. A bearish 

channel which will 

continue the trend once 

lower support is broken. 

 

Targets can be set where 

price has achieved a 

movement from the outer 

edge of the pattern equal 

to the distance of the initial 

trending move to the 

channel pattern (shown 

below). Using this 

information, you can catch 

the breakout of a bullish 

channel by setting a buy 

order just above the upper 

trendline. Once you have 

entered, a target can then 

be set of equal distance as 

the initial trending move as 

described.
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An example of a typical 

channel in a bull trend. We 

can see price remained 

within the channel until a 

breakout occurred at the 

green box; this is where an 

entry was made. Once 

entered, we can use 

information from the 

pattern to determine a 

target. With channels, a 

target is determined using 

the distance of the trend 

right up the upper line of 

the channel. This is 

indicated with the green 

arrows. A target was 

therefore set at the red box 

which led into another 
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Example 

bullish pattern, an 

ascending triangle. This is 

discussed in the next 

chapter.
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Chapter 3 

By L. Wang 
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Triangles, like Flags and 

Pennants (discussed in the 

next two chapters), 

typically act as 

continuation patterns. This 

means they appear in a 

trend as a correction 

Descending/Ascending 
Triangle 
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before the trend continues 

in the original direction. A 

triangle is often confused 

for a wedge; the key 

difference between the 

two is, a triangle has one 

flat trendline as support or 

Ascending (72.77% Success) 
 
Descending (72.93% Success)
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resistance, while wedges 

do not. Both trendlines in a 

wedge are slanted. 

 

In an ascending triangle, 

price will test the upper flat 

trend line by setting two or 

more equal highs, followed 

by a series of high lows. 

Once the flat resistance is a 

broken, the breakout will 

occur. In a descending 

triangle, price will test the 

lower support by setting 

two or more equal lows, 

followed by lower highs. 

Once the flat support is 

broken, a breakout will 

occur. 

 

The pattern is considered 

complete if price extends 

beyond the breakout point 

for at least the same 

distance as the pattern 

width (see red arrows). 

Using this information, we 

can determine accurate 

entry and exit points. Let’s 

use an ascending triangle 

as an example. A buy order 

can be set just above the 

flat resistance, meaning an 

entry will not be made 

until this resistance is 

broken and the breakout 

confirmed. Once 

confirmed, a target can be 

set of equal distance away 

as the width of the shape, 

completing the trade. 



www.locglobalgroup.com 

A nice, clean example of an 

ascending triangle on 

Walgreens’ daily chart. As 

we can see, price is setting 

higher lows, while the 

resistance is holding at a 

constant price. For a 

conservative entry, we wait 

for price to reach the green 

box and confirm an entry. 

Once entered, a target can 

be set using information 

from the pattern. For the 

triangle, it is the height of it 

which is used for setting 

targets after entering. T
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Example 

his is indicated using the 

green arrowed trendlines. 

Target is then set at the red 

box.
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Chapter 3 

By L. Wang 
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The flag, like the triangle 

pattern from the previous 

chapter, is a continuation 

pattern that occurs after a 

strong trending move. In a 

bullish flag pattern, we will 

see a rapid movement up, 

Flag 
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followed by a series of 

lower highs and lower lows. 

In a bearish flag pattern, 

the rapid move down is 

followed by a series of 

higher lows and higher 

highs. Unlike channels 

Bull Flag (67.13% Success) 
 
Bear Flag (67.72% Success)
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(discussed in preps 

chapter), flags are small 

hesitations in strong trends 

and usually consist of a 

small number of price bars. 

If the pattern is longer and 

wide, it may, in fact, be a 

channel. 

 

Once formed, a bullish flag 

will continue to correct 

until the upper trendline is 

broken and the trend 

continues. Same goes for 

bear flag, except with the 

bottom trendline instead 

of the top. A target can be 

set using information from 

the pattern; in particular, 

the same distance from 

the pattern as the prior 

trending move to the 

pattern. Note that most 

pattern projections are 

measured from the 

breakout point, but flags, 

pennants, and channel 

patterns are all measured 

from the outer edge of the 

pattern instead. This is 

shown by the red arrows in 

the chart examples. Using 

this information, a buy 

order (for a bull flag) can 

be set right above the 

upper trendline to enter a 

position once resistance is 

broken and a breakout is 

confirmed.
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Typical flag pattern 

demonstrated above. Using 

the height of the trend 

leading to the flag, a target 

can be set the same 

distance from the pattern 

for a conservative target. 

Like all charts, we wait until 

a breakout is confirmed 

(green) before entering. 
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Example 

Once entered, we set our 

target the same distance 

from the flag as the trend 

to the flag (red).
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Pennant
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Chapter 3 

By L. Wang 
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Pennants are just like flags, 

except with a poorer 

performance. A flag is an 

exceptional pattern with 

almost a 70% success rate, 

while the pennant comes 

well below that at 55%. 

Pennant 

A Guide to Technical Analysis 130 

L O C G L O B A L  
T R A D I N G  

Pennants are continuation 

patterns appearing as 

correction after strong 

trend movements, but the 

tight price formation that 

occurs can lead to 

breakouts against the 

Bull Flag (54.87% Success) 
 
Bear Flag (55.19% Success)
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preceding trend almost as 

often as we get 

continuation, giving them 

almost a 50/50 chance of a 

bull/bear breakout, similar 

to that of a flat wedge. This 

slight difference between 

flags and pennants is an 

important distinction. 

 

This pattern, like flags, is 

considered complete when 

it covers the same distance 

as the prior trending move 

starting from the outer 

edge of the pattern. Most 

pattern projections are 

measured from the 

breakout point, but 

pennants, flags, and 

channel patterns are all 

measured from the outer 

edge of the pattern instead 

as shown by the red arrows 

in the chart examples. 

Using this information, a 

buy order can be set right 

above the upper trendline 

in a bull pennant to only 

enter once the breakout is 

confirmed with a target set 

the same distance as the 

prior trending move.
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Nice pennant pattern 

forming on BTC’s 4-hour 

chart. Like flags, we use the 

height of the trend leading 

to the pennant as target to 

set a conservative target. To 

be safe, we wait until a 

breakout is confirmed 

(green) before entering. 
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Example 

As mentioned, once 

entered, we set our target 

the same distance as the 

trend to the flag (red).
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