Important Notice

Foreign currency trading involves a substantial risk of loss and may not be suitable for all
investors.

CMS, its affiliates, employees, agents, successors, and assignees are released from and against
all liabilities, claims, losses, damages, costs, and expenses, including attorneys’ fees, arising
directly or indirectly from any recommendations and opinions contained in this webinar or
any accompanying chart analysis.

Foreign currency trading is not conducted on an exchange. CMS is acting as a counterparty to
its clients’ transactions and as a result, CMS’s interests may be in conflict with its client’s.
Since CMS acts as the buyer or seller in the transaction one should carefully evaluate any
trade recommendation provided by CMS or any of its solicitors. However, information and
opinions contained in this webinar are for educational purposes only and do not constitute
trading recommendations. While the information contained herein was obtained from
sources believed to be reliable, author does not guarantee its accuracy or completeness.
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Lesson 2:
Trendlines, Support and Resistance |
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Basic Descriptions of the Market

(1) Directional move 4, ~ 2-B

J (1-A) = Run up vs. (1-B) = Run down

(2) Consolidation
. (2-A) Consolidation-
Continuation (Accumulation);

J (2-B) Consolidation-Reversal

(Distribution)
2-A
(3) 3-A[Sharp]/3-B[Consolidation] Reversal

2
(4) Clear-out
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Uncertainty

Is this a continuation
consolidation? Or is it a reversal
consolidation?

Reversals may be sharp at times
and at other times, may follow a
period of consolidation

Consolidations vary in
sizes and time covered



Real example of market actions

G GBP/USD, Daily. Bid - =
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Uncertainty of Market Action

@5 GBP/USD . Daily . Bid - = x

At first looked like this
was a reversal consolidation...

...fturther look showed
this was a continuation
consolidation, and a long
one at that
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Basic Trading Concepts:

Buy Low — Sell High / Sell High — Buy Low (Countertrend)
Buy High — Sell Higher / Sell Low — Buy Lower (Trend Following)

sell Hi il
sell High KTHUE. Higher Fails
|
\ |
Sell Higher
Sell I Buv Hiah
Sell : High uy Hig
High U Sell Low
Fails 5 —
uy
N Low
: Fails
'sell High | -
I
Buy High Buy Low
Buy
Low
o I'II I
Buy Lower S raw
|
Buy Low I
Buy Lower
Fails ~s
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Basis of Technical Analysis: The Trend

e Definition: A simple trend can be defined by 4 points (2 tops and 2 bottoms).

2 Successively HIGHER tops and bottoms = UPTREND

Ll
it
. +r+l|+-+
i* T

2 Successively LOWER tops and bottoms = DOWNTREND
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What is a Top or Bottom?

e The trader sets a rule for himself to define tops and bottoms (reversal points)
One set of criteria commonly used is:

— 3 higher closes before and 3 higher after (a bottom)
— 3 lower closes before and 3 lower after (a top)

For example.... You may consider these reversal points...

T
“ J*fl 1HT“ IL f ] '+‘1 ‘,,Llil

...but not this
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Support & Resistance

Resistance: Level of selling pressure due to abundance of supply

Support: Level of buying pressure due to heavy demand

*Show on live chart
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Support & Resistance: Example

T GBP/USD, Weekly, Ask - B X

—2.1000

1.9500
h —1.2000

—1.6500

Note the reversal of roles 71000

" 1.3500

—1.2000
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Trendlines

...another way of identifying support and
resistance areas (they don’t have to be
horizontal)
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Powerline

Support is Support and Resistance is Resistance until broken

A powerline is a level where support may turn into resistance and vice
versa. Why does this happen? What does that say about slope of the
powerline?



Channels

T EUR/USD, 1-Hour, Bid - = x

1.2850

Sometimes, price action travels in a channel. h““ﬁ1 Je00
How do we draw a channel? How do 1

technicians approach channels? rll | ’ 12850

11.2800

|
l.ilﬂ

—1.2750

11.2700

11.2650

'Hi*l,ii

11.2600

Show live example :1_ 2550
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Channel Break: Trend Signal

'I TP USD/CAD 1 day BID 1.2073 11:06:02 High 1.2025 Low 1.1889 = W
USDHCAD 1 day 1.2073 11:06:02 |A ourit(=) Informatio || Dealing Rates " Cpen Positions || Crders ” Summary by Accounts
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Channel Break Target Methodology

LN
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Projected Price Target
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Channel Break Price Target

Target For Breakout

] USD/CAD ~ day » BID- M~ | 3| EH B2 | Sy B % @ s 5 HE 3 &G & eesin| Foe Hear
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P USD/CAD 1 day BID 1.2081 11:09:53 High 1.2025 Low 1.1889

=J=/Es

UsDiCAD 1 day 1.2081 11:09:53 |A coount( =) Information " Dealing Rates " Open Positions ” Ordlers " Summary by Accounts
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Expanding the Channel

q TP USD/CAD 1 day BID 1.2064 11:11:23 High 1.2025 Low 1.1889
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Up-channel Breakout

|40 USD/CAD 1 day BID 1.2056 11:12:53 High 1.2025 Low 1.1889 =Jl=]Ed

USDHCAD A day 1.2056 1112053 | Account(s) Information " Dealing Rates " Open Positions || Orders ” Summary by Accourts
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Channel Adjustment

TP USD/CAD 1 day BID 1.2058 11:14:13 High 1.2025 Low 1.1889 =J=/Ed

USDACAD A day 1.2058 111413 | Accourt(s) Information " Dealing Rates " Cpen Positions " Crelers " Summary by Accounts
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False Signal (Whipsaw)

4 TP USD/CAD 1 day BID 1.2026 11:18:03 High 1.2025 Low 1.1809 = m
USDACAD 1 day 1.2026 111803 | sccount(s) Information " Dealing Rates " Cpen Positions || Orders ” Summary by Lccournts |
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Another Whipsaw

J TP USD/ACAD 1 day BID 1.2036 11:19:49 High 1.2025 Low 1.1889
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USDiCAaD 1 day 1.2036 11:19:49 | Accournt =) Infarmation " Dealing Rates " Cpen Positions || Orders ” Summary by Accourts
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Target Not Reached
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More Information Needed...

| @ USD/CAD 1 day BID 1.2046 17:00:00 High 1.2097 Low 1.1889 =
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