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Higher pivot highs

I‘*t['ﬂ.l:d Lower pivot lows




1. This bar was
entirely below the
previous swing
low; cleared the
swing low

5 -4 000 ke 1 R0
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3. Failure to clear below the support
led to a strong bullish reaction
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2. These bars overlapped with the previous
swing low; price level was not cleared
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1. Good break-out distance
above previous swing high

‘2. Bar closed above ‘

’

A

3. Price cleared above
previous high (resistance)
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2. Bar closed above resistance

1. Decent break- :

out distance but A

shorter than the ..
first i : |

*

3. Did not clear resistance
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1. Similar break-out
distance with the
previous tested high
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2. Bar closed
below resistance
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3. Did not clear resistance
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1. Weakening
momentum

----------

2. Little bearish momentum
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H]] *! 2. Negligible bullish momentum
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3. Shorting opportunity |

1. Increasing bearish T
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2. A basic low
will never
become valid

1. This tested low became a valid
low as the market rose above A

il

4. Became a valid low when
the market rose above C

3. This swing low became
a valid low when the
market rose above B
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1. These tested highs pushed

the bull trend hlgher \5 SESSEEssEsEEESsEENEERENEREEEE fEns

2. This tested high
became a valid high when
the market fell below D




2. When price rose above
A, point B became a valid

n swing low
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E 3. When price rose above
C, point D became a valid
swing low

1. These two pivots would never become
valid as they were only basic lows
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2. The market would then need

to break above pivot A for
n pivot D to become a valid low

1. When the market fell ﬂ
below pivot B, pivot C
became a valid high
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3. Broke above the last extreme
high before the retracement; tested
pivot low becomes valid
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1. Basic pivot

2. Fell below basic pivot and
formed a tested pivot low
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2. Rose above the basic pivot
and formed a tested pivot high
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- i + ’ 1. Basic pivot
oy
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where the pullback upwards began;
tested pivot high becomes valid B8 e ma DF OF
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1. Broke below the
previous low before “\\ 2. No test of previous
"Ik pivot low; basic lows P

rising; valid low s L; |
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1. Valid pivot lows in
a bullish market
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2. The formation of a

the market bias from
bullish to bearish

Ulh"r valid pivot high changes
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3. A final burst of bullishness
before the market plummeted
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in a bearish m

1. Valid pivot highs

ket
chbic market bias
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4, Break-out confirmed
valid pivot low; bullish =~

2. Market rose above

much resistance
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valid highs without -.._____ilﬁ;!hi'

3. A tested pivot low

which later became valid | .
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1. Break of trend line

-
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2 2. Lower high
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3. Break of support
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1. Tested high
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breaks below the support level

2. Tested high becomes valid as price
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Valid pivot low
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Major support
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3. Price broke above resistance before
falling to test it as a support area
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1. A decisive break of
the valid pivot high
pointed to strong
bullish momentum
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Valid high formed after market fell
pelow B eNd contex greed rom A
Valid high formed after

, | market fell below D (trend
' context started from C)
i
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Valid high formed after market fell
below C (trend context started from B)
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»[[T+ | Valid low formed after the market rose
VW | .~ | above B (trend context started from A)
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Valid high formed after
market fell below B (trend | =
context started from A) Ty
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I ‘ Valid low formed after
\ " the market rose above
»\'/+ | D (trend context
' + | started from C)




Valid high formed after the market fell
below B (trend context started from A)
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1

valid pivot high; the first
sign of a bearish bias

1. Valid pivot low in a bullish market
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1. Upwards
sloping trend line
broken here

2. 1%t valid pivot high
completed with this bar
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2. Basic low; do not
use basic pivots for
drawing trend lines

Prior down trend

1. The starting
point of the
bull trend

3. After the market rose above
B, C became a valid low; use it
to draw a bull trend line
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| 1. Valid high
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2. Valid low
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2. Ignore basic pivots

wte ’ 3. After valid pivot low C
formed, we had to adjust the
trend line to cut through it

1. The trend line was first
drawn by connecting Ato B




1. This bear trend line was

first drawn by connecting
A to valid pivot B

2. Afterh valid high C
formed, we had to
adjust the trend line :.\:}
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2. Adjust the bull trend line
after a new trend high

T L 3. Adjust the trend line to
B b L contain all prices before
oot pen the new trend high

1. Initial trend line drawn
n with A and valid low B




WY o

2. After the trend reached a new
high, we had to adjust the trend line >

1. This bull trend line was T I

first drawn by connecting
A to valid pivot B 3 T

3. Adjusted trend line
contained all price action
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2. However, after a new trend

high, the trend line must be
below all prior price action \

1 This was the exact 3. Hence, the trend line

valid low we used to was pushed lower to
draw the trend line accommodate this break
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When the market breaks below A, the
bull trend line AB is no inngn_ar useful
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Deep break and
;" retracement
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This bar completed the
valid pivot low, allowing us
to draw the bull trend line
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1 Valid pivot low |-
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This price bar confirmed e

the valid low \
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3. After the trend resumed, we had to adjust
the trend line to the one shown in Figure 4-16
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| 2. Trend line |
l

acted as support “{"
el \ L

_______

11. The same trend line
added in Figure 4-14
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1. This price bar resumed the trend

----------------------------------

2. And we adjusted the trend |

line to a shallower one to
——{ accommodate all price action |

|1 ma
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| 1. New bear trend line 3. Broken bull trend

line flipped and
became resistance \\

2. Violent break of bull trend
line with a bearish outside bar
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2. Adjust the trend line
to contain all prices '
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1.

with a valid high

Trend line drawn

2. Resistance from
the trend line
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1. Adjusted 2. Resistance from| |
trend line the trend line
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3. Congestion between|

two trend lines

2. Trend line
support
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1. Bearish outside bar
broke the trend line

3. Price continued to rise |

2. The bar could not close below the trend line i
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1. Powerful bearish thrust
from top of the trend

3. Equally strong
resistance

2. Strong support
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“+" 4. These bars
cleared below the ™
last swing low




Trend line break gave the
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1. Mature bear trend line

3. Congestion between |
the two trend lines |

Trend line
bounce

2. Recent bull

trend line




Inﬂvﬂ*ﬂ\\g_ecent bear trend line | | 2. Negligible _
momentum breaking
the bear trend line

Mature bull trend line

1. Strong momentum
breaking the bull trend line
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-Recent bear trend line
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Strong momentum
breaking the bull trend line
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‘ﬁﬁVMature bull trend line
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Recent bear trend line 2.
;

o Mature bull trend line 1. Strong momentum
breaking the bull trend line
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Strong downthrust
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i 3. Too near to the
0 "ad +* bear trend line for
(L) IPH&I .ﬂ] taking long trades
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1. Solid bullish /

momentum

2. Bull trend line drawn
with this valid low
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el ly

4. Trend line break with
strong bearish momentum
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2. Tested highs
showed strong
bullish momentum

iiiiiiiiiiiiiiiiiiiiiiii

3. First strong |

downthrust

1. No new valid lows; no
adjustment of trend line
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momentum fading

caused price to move
away from the trend line

1. Large down gap that A

2. First tested high had
strong bullish momentum
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4. Bearish momentum
e e e e s returning




2. Resistance from
the bear trend line

1. Both bullish thrusts

showed good momentum
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2. Shallow trend

I:| ! line drawn

------------------------------------------------

|j|* 1. Price broke below and /

confirmed the valid high
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........ 1. Trend line grew

........... <— st ith
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2. Together with this clear and strong break of
the bull trend line, the bearish bias was clear
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1.‘The market I:l!'oke 5. Especially when
his bear trend line _ the market failed
th solid bullishness || 2. This bar confirmed to clear above this
a valid low for the resistance
new bull trend line

-------

3. The bull trend line failed
right after it was drawn

|

4. Be careful of the bullish bias
this bull trend line implied
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1. Broke above the extreme high by
just one tick to confirm the valid low

"""""""""" 3. The market was
rejected down right after
confirming the valid low

2. Trend line drawn
with this valid low

4. Trend line drawn
with this valid low
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H / 1. Existing bearish bias

‘ﬁl 3. The blue lines mark out eight
e swings, of which four swings tried

!‘ ‘ u**;&' to resume the trend, but failed

M

2. Push to new low
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1. The market was bearish

2. Bull trend line that
failed fast; bearish

3. The bearish trend
resumed only with the
fifth downswing
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