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LEVEL 1

PRICE ACTION

At this level, it is basic knowledge in trading, for that you as a trader need to know several terms and their meanings.

	SUPPORT AND RESISTANCE



In the context of trading , "support" and "resistance" are two important concepts used to analyze price movements in financial markets. Here are their definitions:


	Support:



Support is a price level where selling pressure is expected to ease, or even reverse into strong buying pressure. When prices reach a support level, many traders believe that prices will tend to rise again, because buyers are considered to be more dominant than sellers at that price level. Support is usually identified as a price level where prices have previously encountered resistance and bounced up, or as an area where there has been significant accumulation of buying.


	Resistance (Obstacle):



Resistance is a price level where selling pressure is expected to increase, or even stop the upward price movement. When the price reaches a resistance level, many traders believe that the price will tend to fall again, because sellers are considered to be more dominant than buyers at that price level. Resistance is usually identified as a price level where the price has experienced previous rejection and bounced down, or as an area where there is significant accumulation of selling.

In practice, support and resistance are often used to make trading decisions, such as setting entry and exit levels , and to identify potential further price movements. Technical analysis and market observation are common methods used to identify support and resistance levels.


Figure 1. Example of Support and Resistance

[image: image]


	DOW THEORY



Dow Theory refers to a set of principles and concepts developed by Charles H. Dow, co-founder of the Wall Street Journal and founder of Dow Jones & Company in the late 19th century. Dow Theory forms the basis of modern technical analysis and remains an important foundation for financial market analysts.


The main principles of Dow Theory include:


	Primary Trend : Dow believed that markets move in trends that can be seen and analyzed. These trends consist of bullish and bearish phases . Analysts must identify primary trends to make informed investment decisions.

	Correction Phase ( Secondary Movements ): During the main trend, the market can experience a counter movement, called a correction phase or retracement . Even though the market is correcting, the main trend remains dominant.

	Confirmation : Dow believed that trends should be confirmed by the industrial index and the transportation index. When these two indexes reach a high or low together, it confirms a strong market trend.

	Trend Reversals : Dow identified signs that indicated possible trend changes, such as reversals in price and large trading volumes.



Although Dow Theory was developed over a century ago, its principles remain relevant in modern market analysis. Many traders and investors still use concepts from Dow Theory to help them understand and predict market movements.



Figure 2. Primary and Secondary Trend
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	TIME FRAME



In the context of trading , " time frame " refers to the period of time used to analyze the price movement of a financial asset. Each time frame has its own characteristics and uses in market analysis. Here are some definitions related to time frames in trading :


	Short Term Time Frame : Short term time frames usually cover daily, hourly, or even minute time periods. Traders who use short term time frames usually make intraday trades or trades that only last a few days. They look for small opportunities that may occur in a short period of time.

	Intermediate Time Frames : Intermediate time frames often cover periods of weeks or several weeks. Traders using these time frames may be more interested in ongoing trends and look for bigger trading opportunities than short-term traders .

	Long Term Time Frame : Long term time frames cover periods of months or even years. Long term traders tend to focus more on long term trends and look for opportunities that can generate large profits over a longer period of time.



The selection of the right time frame depends largely on the trading style and investment goals of each individual. Some traders may use multiple time frames simultaneously to gain a more comprehensive understanding of the market. Importantly, the use of time frames must be in accordance with each trader's trading strategy and risk tolerance .



	CANDLESTICK



Candlestick in trading is one of the methods used to analyze the price movement of a financial asset, such as stocks, forex, or commodities. This method visualizes price data in the form of candlesticks on a chart, which displays the opening, closing, highest, and lowest prices for a certain period of time, usually within a certain time frame such as 1 hour, 4 hours, or 1 day.

Each candlestick has two main parts: the body and the shadow or wick . Here is a further explanation of these parts:


	Body : The part between the open and close prices . If the close is higher than the open, the body of the candlestick is usually colored or filled with a color, often green or white, indicating an increase in price ( bullish ) . If the close is lower than the open, the body of the candlestick is usually filled with another color, such as red or black, indicating a decrease in price ( bearish ).

	Shadow or Wick : Vertical lines above and/or below the body of the candlestick that show the highest (upper shadow) and lowest (lower shadow) price ranges during the time period . Shadows show the range of price movements that occurred during a given time period.



Candlesticks can help traders analyze market sentiment, identify trends, and make trading decisions. Some common candlestick patterns used to analyze price movements include bullish patterns such as Hammer, Bullish Engulfing, and Morning Star, as well as bearish patterns such as Shooting Star, Bearish Engulfing, and Evening Star.

It is important to remember that candlesticks are just one of the technical analysis tools available in trading , and no single analysis tool can consistently provide accurate price predictions. Combining it with other technical and fundamental analysis is often recommended to make better trading decisions.


[image: image](BULLISH CANDLESTICK)

[image: image](BEARISH CANDLESTICK)

	MOVING AVERAGE



EMA ( Exponential Moving Average ) in trading is a type of moving average that gives greater weight to more recent price data, thus providing a faster response to recent price changes compared to other types of moving averages such as SMA ( Simple Moving Average ).

The EMA is calculated by taking the closing prices of a financial asset over a specified time period (such as 10, 20, or 50 days), then assigning different weights to each price based on the time sequence. The weight given to the most recent price is greater than the weight given to the older price. This makes the EMA more responsive to recent price movements.

The general formula for calculating EMA is as follows:


[image: image]

EMA=(CLOSE−PREVIOUS EMA×(2/(PERIOD+1))+PREVIOUS EMA

Where:

	Close is the most recent closing price.

	Previous EMA is the EMA value in the previous period.

	Period is the number of time periods used to calculate the EMA.




EMA is often used by traders to identify trends, confirm trend reversals, and provide trading signals. Cross EMA (the intersection of two EMAs with different time periods) is often used as a trading signal, such as the cross of EMA 9 with EMA 21, or the cross of EMA 34 with EMA 90.

With its ability to respond to recent price changes, EMA is a popular technical analysis tool among traders to help them make trading decisions. However, as with all technical analysis tools, it is important to use EMA as part of a more comprehensive analysis and to consider other factors such as fundamental analysis and risk management.



	STEPS FOR USING PRICE ACTION IN TRADING


	Determining Trend Direction



The first thing when starting trading is to know the main trend in trading . When we trade in the direction of the main trend , we can maximize potential profits and minimize losses.


	Determine the upper peak point (HIGH) and lower peak point (LOW) on the 4 hour Time Frame (H4).


[image: image]

	Determine the new top and bottom peak points on the 4 Hour Time Frame (h4).


[image: image]



If you have determined the upper and lower peak points on the 4-hour time frame , then the trend can be concluded as rising or falling. In this case, the trend is in an upward condition.




Formula for trend

Up  : HIGH-LOW, HIGHER HIGH-HIGHER LOW-HIGHER HIGH.

Down  : HIGH-LOW, LOWER HIGH-LOWER LOW-LOWER HIGH.



	Entry on a smaller Timeframe.



Once you have determined the main trend in the market, you can enter the market by looking at a smaller timeframe, namely 1 hour.



[image: image]

	The first rule when making an entry after we determine the main trend is to look at the HIGH and LOW positions.

	If the market is in the following condition:


	Up  : entry when confirmation HIGHER LOW take BUY position

	Down  : entry when confirming LOWER HIGH, take a SELL position




Example of entry during rising conditions.


[image: image]


Example of Condition when entry is in Down condition. SELL when Lower High confirmation is formed.


[image: image]


Of course, just knowing the trend direction is not enough to trade in its entirety, you need some parameters and references to trade . Among them are trading using support , candlestick confirmation and others.



––––––––
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	Determining Support and Resistance in Trading



In technical analysis of financial markets, support and resistance are terms used to describe price levels where buying and selling pressure is expected to occur.


	Support:



Support is a price level below the current price where buying interest is expected to emerge and prevent the price from falling further. Support is often thought of as a point where buying demand is strong enough to offset selling pressure, preventing the price from falling lower. If a stock or asset approaches a support level, some traders may see it as an opportunity to buy because the price is likely to bounce up from that level.


	Resistance:



Resistance is a price level above the current price where selling interest is expected to emerge and prevent the price from rising higher. Resistance is often thought of as the point at which selling supply is strong enough to offset buying pressure, preventing the price from rising higher. If the price approaches a resistance level, some traders may see it as an opportunity to sell because the price is likely to fall back from that level.


When the price breaks through resistance, the resistance can turn into new support, and vice versa, when the price breaks through support, the support can turn into new resistance. Support and resistance analysis can help traders make investment decisions by determining key levels where prices may change direction.



	How to determine support and resistance in the main trend.



To identify support and resistance in the main trend, especially the gold market (XAUUSD), you need to use a higher time frame such as 4 hours or 1 day (H4/D1).
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-  The first step you can open TradingView on the 4 Hour (H4) time frame. Like the picture above.


[image: image]


-  The next step is to change the candlestick mode to a line chart which is useful for helping to draw horizontal lines in the support and resistance areas.



	How to determine support and resistance for entry.



To enter the market we usually wait for the secondary trend to finish and return to start the main trend again. As we know the secondary trend is a correction of the main trend. To be able to see more clearly we need to lower the time frame from h4/D1 to 1 hour (H1).
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When we determine Higher low and Higher high as the initial steps that we have learned, then after that we draw lines in the areas that have been determined as support and resistance.


[image: image]


When we lower the time frame to 1 hour (H1) we will find more support and resistance. On a smaller time frame , it minimizes our potential losses so that we can maximize our potential profits because we trade in crucial areas.

As a note in making an entry with support and resistance must be at the time of higher low confirmation formed or in line with the main trend formed (up/down). To find out how to confirm the trend is up or down we can identify it with the candlestick pattern . Next we will learn how to reversal or entry point with candlestick .



	Determine entry and exit by reading candlesticks .



Bullish Pattern (Buy Signal):


	Bullish Engulfing : A large bullish candlestick that engulfs the lower candlestick. previously bearish . This could signal a bullish reversal.

	Hammer : A hammer-shaped candlestick with a long lower shadow and a small upper body. Indicates a potential reversal to the upside.




Bullish Engulfing, If you see a large candle like the following example, you can enter .
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Hammer, here is an example of a candlestick pattern that you can use for entry . 


[image: image]


The buy and sell signals are only the opposite of each other if we look at the candlestick pattern , so traders must be wise and careful in reading price patterns and their indications.



	Buying and selling using EMA(9,12,21,33)


[image: image]



As in the example above, if we look at this case the market is in a bullish condition (uptrend). The rising market can be identified by price movements above the EMA ( Exponential Moving Average ), for that we can conclude in this case we can buy when the EMA from the smallest to the largest is below the market price.






	Entry when the chart pattern is formed.



When we want to make an entry , technical analysis has a method to detect it with a chart pattern . Chart patterns are divided into two, namely: reversal and continuation .



	Reversal



In this case I will only discuss chart patterns that often occur in general, namely double bottom , double top and Head and Shoulder . There may be many chart patterns but usually these two types of chart patterns are the ones that often appear and are very easy to



	DOUBLE BOTTOM/TOP







	Head and Shoulder







	CONTINOUS PATTERN





	Triangle Pattern





	Symmetrical Triangle : Price forms lower highs and higher lows , forming a symmetrical pattern. This pattern indicates uncertainty in the market. Entry is made when price breaks out of the triangle, following the direction of the breakout (either up or down). 	Buy Entry : If the breakout occurs upwards with large volume.

	Sell Entry : If the breakout occurs downwards with large volume.



	Ascending Triangle : Forms when price has strong horizontal resistance at the top, while the bottom continues to make higher lows . This is a bullish signal as buying pressure increases. 	Buy Entry : When price breaks out from horizontal resistance with high volume.



	Descending Triangle : Formed when price has strong horizontal support at the bottom, while the top continues to fall (lower highs). This is a bearish signal as selling pressure increases. 	Sell Entry : When price breaks out below horizontal support with high volume.








	Flag Pattern.














	Pennant Pattern
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	Wedge Pattern
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	Don't Enter in the Middle of a Pattern : Wait until price actually breaks out of the pattern, as this reduces the risk of a false breakout .

	Watch the Main Trend : Continuation patterns work best when you follow a clear main trend. Use this pattern to enter when the market is trending strongly.


	STUDY IN TRADING USING PRICE ACTION.







	current market direction/ trend with the H4 time frame






	Support and Resistance






	Chart Pattern









	Gold market case study (XAUUSD)




	Determine the direction of price movement (up or down) with dow theory as we discussed earlier. In this first step we already know how to make a decision whether the price goes up or down.

	At what price we can make decisions to enter and exit the market. Of course, the support and resistance areas are our basic references to determine the best areas for entry and exit .

	Calculating the potential profits and losses, by knowing this we can certainly limit our losses and maximize our profits.

	When can we trade. Knowing the best date and time to trade gives us time efficiency to maximize profits.














	The answer to the first question uses Dow Theory.




	The answer to question number 2 is that we have to mark the support and resistance areas with horizontal lines as the support and resistance areas on the 4-hour timeframe.










	Determine the direction of price movement (up or down) with dow theory as we discussed earlier. In this first step we already know how to make a decision whether the price goes up or down.

	At what price we can make decisions to enter and exit the market. Of course, the support and resistance areas are our basic references to determine the best areas for entry and exit.

	Taking into account the potential profits and losses, by knowing this we can certainly limit our losses and maximize our profits,

	When can we trade. Knowing the best date and time for trading gives us time efficiency to maximize profits.


	DEFINITION OF GANN LEVELS AND FIBONACCI


	Gann Level





	Fibonacci








	THE PURPOSE OF GANN LEVELS AND FIBONACCI


	Purpose of Gann Levels





	Identify potential support and resistance at various angles.

	Determining the direction and strength of trends in the market.

	Predict the right time to enter or exit a position based on price cycles and time.

	Analyzes geometric relationships between price movements to find repeating patterns.


	Fibonacci Goals





	Identify key retracement levels such as 38.2% , 50% , and 61.8% to use for entry or exit .

	Determines the area where price is likely to pause before continuing the trend or reversing direction.

	Helps traders set price targets or determine stop losses more accurately.

	Analyze potential trend continuation or reversal based on retracement or extension levels.


	GANN LEVELS





	History and Basic Concepts of Gann Levels






	1x1 Angle : Indicates that price rises or falls at the same rate as time (i.e., 1 unit of price for every 1 unit of time). This is the most important angle in Gann analysis.

	2x1 Angle : Indicates that the price is moving faster than time, namely increasing by 2 price units for every 1 unit of time.

	1x2 Angle : Indicates that the price is moving slower than time, namely increasing by 1 price unit for every 2 units of time.






	Gann Level Working Principle






	Price and Time Are Related According to Gann, price and time must have a balanced relationship. This means that geometrically measured price movements (based on certain angles) will provide an idea of when the price might reverse or stop.

	Gann Angles as a Prediction Tool Gann used the 1x1 angle as an important level in his technical analysis. If the price is above the 1x1 Angle, it indicates a healthy uptrend. Conversely, if the price is below this angle, it indicates a downtrend. Gann believed that price that moves too far from the 1x1 angle (either up or down) will potentially return to the line.

	Using Time Cycles In addition to using price angles, Gann also emphasized the importance of time cycles . According to him, markets move in repeating time patterns, and these cycles can be used to predict when price reversals or trend changes will occur.

	Square of Nine, Hexagon, and Circle Chart Gann also developed other mathematical tools such as the Square of Nine , Hexagon , and Circle Chart to chart the relationship between price and time. Although these tools are more complex, the goal remains the same, which is to find critical points in the market where price has the potential to reverse or continue a trend.


	Gann Level Application in Trading





	Identifying Major Trends Gann Levels are very useful in identifying long-term trends in the market. By drawing Gann Angles from the lows or highs on the chart, traders can see whether the market is moving along an angle that indicates a healthy trend or not. For example, if the price of gold (XAUUSD) moves above the 1x1 angle from the lows, this indicates a strong uptrend.

	Determining Support and Resistance Gann Angles can act as dynamic support and resistance levels . If price approaches a 1x1 angle from below, this is often considered a strong support level. Conversely, if price approaches a 1x1 angle from above, this can be considered a resistance level.

	Estimating Reversal Times In addition to predicting price levels, Gann also taught that time is of the essence. By using time cycles , traders can estimate when a price reversal is likely to occur. For example, if the price has moved 90 degrees (in one full time cycle), then there is a high probability that the price will experience a correction.

	Confirmation with Other Indicators Although Gann Levels are a powerful tool, most modern traders combine them with other technical indicators such as Moving Averages or the Relative Strength Index (RSI) to provide additional confirmation. For example, if the price is approaching the 1x1 angle and at the same time the RSI is showing oversold conditions, this can provide a strong signal to buy.


	Advantages and Disadvantages of Gann Levels





	Unique Approach : Gann Levels offer a different perspective on technical analysis, focusing on the relationship between time and price.

	Long Term Predictions : Gann Levels are very useful for predicting long term trends and major reversal points.

	Combination of Price and Time : This method combines price and time, which provides a more complete view of market movements than other technical tools.





	Complexity : Gann Levels are considered one of the most complex technical analysis tools, requiring a deep understanding of geometry and timing.

	Not Very Popular in Modern Era : Since this method requires a lot of practice and in-depth understanding, many modern traders prefer simpler tools such as moving averages or MACD.

	Subjectivity in Angle Determination : Drawing angles or Gann Angles is often subjective, depending on the reference point chosen by the trader.


	GANN SQUARE OF NINE






	Basic Concept of Gann Square of Nine







	Gann Square of Nine Working Principle


	The Mathematical Spiral and Key Numbers Gann's Square of Nine begins with the number 1 in the center of the square and moves outward in a spiral pattern, with the numbers getting larger as you move outward from the center. Each number in the spiral has a specific relationship to the other numbers based on geometric angles such as 45 degrees, 90 degrees, 180 degrees, and so on. These angles are considered important in determining support and resistance levels in the market.





	The Relationship between Price and Time Gann believed that not only price was important in determining critical levels in the market, but also time. The Square of Nine combines the two to determine when a trend change might occur. Gann found that when price reaches certain points on the spiral, which correspond to geometric angles, price is likely to reverse. This is true for both upward and downward price movements.





	Using 45-Degree and 90-Degree Angles One of the most important aspects of the Square of Nine is the use of 45-degree and 90-degree angles. Gann believed that price movements along a 45-degree angle from a key point (such as a previous low or high) often signal important reversal levels. The same is true for 90-degree angles, which are often used to determine future support and resistance levels.






	Gann Square of Nine Application in Trading





	Determining Support and Resistance Levels The Square of Nine can be used to identify support and resistance levels by calculating the geometric angle between the current price and the previous price. For example, if the price is at a certain number in a spiral, traders can use the 45-degree or 90-degree angle to predict possible resistance levels if the price continues to rise, or support levels if the price begins to fall.

	Predicting Price Reversal Points One of the main purposes of using the Square of Nine is to predict when price will reverse. By looking at the numbers in the box and the angular relationships between the numbers, traders can predict when price will reach a reversal point based on previous price movements. This is very useful in determining when to enter or exit a position.

	Combining Price and Time The Square of Nine is not only used to predict price levels but also time. For example, if the price has reached a certain number that corresponds to a 90-degree angle in a certain time cycle (e.g., 180 days), this can be a strong signal that a price reversal is imminent. Thus, traders can use the Square of Nine to plan when they should make trading decisions based on time, not just price.

	Using Fibonacci and Gann Extensions While the Square of Nine is a standalone tool, many traders combine it with other tools such as Fibonacci retracements to confirm their predictions. For example, if a Fibonacci level coincides with the 45-degree angle of the Square of Nine, this can provide additional confirmation that the level is an important reversal point.

	Measuring Potential Price Movements Using the Square of Nine, traders can estimate how far price will move in a given trend before correcting. This is done by calculating the distance between the numbers in the spiral and key angles. For example, if price has moved 180 degrees from its previous low, this may indicate that price is saturated and ready for a correction.


	Advantages and Disadvantages of Gann Square of Nine





	Unique and In-depth Approach : Square of Nine offers a different way of predicting market movements, by combining geometry, price, and time. This tool provides insights that are not available in conventional technical tools.

	Accurate Prediction of Price Reversals : When used correctly, the Square of Nine can help predict price reversal points accurately, which is very important in trading decision making.

	Combination of Price and Time : Square of Nine combines the aspects of price and time in technical analysis, which makes it more comprehensive than other tools that rely only on price.





	High Difficulty Level : The Square of Nine is considered one of the most difficult technical tools to master. It takes a lot of time and practice to understand how to use it effectively.

	Subjectivity in Interpretation : Like many technical tools, the Square of Nine requires subjective interpretation, especially in determining the starting points used to calculate angles and key figures.

	Less Popular Among Modern Traders : Although highly respected in certain circles, the Square of Nine is not widely used by modern traders who tend to prefer simpler tools such as moving averages or momentum indicators.







	HIDDEN SUPPORT AND RESISTANCE OF GANN SQUARE OF NINE.





	How to use Gann Square Of Nine in entry and exit.






















	FIBONACCI RETRACEMENT WORKING PRINCIPLE
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