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Disclaimer and Appropriate Use of Course Information: The content and instruction made 

throughout this course are provided solely for reference and educational purposes to students, 

traders, and analysts (Participants).  

By participating in this course, you agree that all trading or investment decisions made by 

Participant are at the sole risk to the Participant and Participant assumes all responsibility for any 

and all decisions made in financial markets.  

By taking this course, you also acknowledge that trading in financial markets involves risk of loss 

as well as the potential for gains. As a student, trader, or investor, you agree to assume all 

responsibility for any and all actions you initiate in financial markets, and neither the authors, 

instructors, or publishers affiliated with this course, or anyone whose work is cited or referenced 

in the course, assumes any liability whatsoever for your decisions.  

Futures or options trading are considered high risk. Information provided in the MMTA course or 

MMA publications is provided with sincere intent, and according to MMA’s own proprietary and 

copyrighted processes and methodologies. All content and information provided is the intellectual 

property of MMA and MMTA developed by Raymond Merriman and his 40+ years of experience, 

observation, and research. Students may use this material responsibly and solely for their own 

trading and investment planning. They may cite brief sections of these studies with proper credit 

to MMA or MMTA. However, any other reproduction or use of this copyrighted material must be 

with the written consent of MMA. 
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MMTA COURSE SIX 

ADVANCED SUPPORT-RESISTANCE CALCULATIONS  

FOR SHORT-TERM TRADING 
 

Welcome to the sixth course of the Merriman Market Timing Academy!  

 

The title of this course is Advanced Support-Resistance Calculations for Short-Term Trading 

 

In Year 1, we focused almost exclusively on market timing studies, with special emphasis upon 

Cycles and Geocosmic studies, including solar-lunar correlations to market reversals. 

 

In Course 5, the first course in Year 2, we learned how to combine those market timing studies 

with both price objective forecasts and technical studies in order to maximize our understanding 

of financial markets at any given time. In other words, in Course 5, we added the idea of “price” 

to our understanding of “time.” Not only are we now able to determine “when” a market is likely 

to turn, but also at what “price” (or “price zone”) that turn is likely to occur. In this manner, we 

created strategies and forecasts.  

 

Additionally, we began the process of creating “trading plans” for long, intermediate, and 

short-term traders, the latter being based upon the primary cycle and its phases. In Course 6, we 

will delve even further into short-term trading, and develop plans for both “Position Traders” and 

“Aggressive Traders.” The main emphasis will be upon “Aggressive Trading,” for the idea of 

“Position Trading” is also dependent upon the status of the primary cycle, as discussed in Course 

5. We will still need to review much of the material from the trading plans in Course 5, for that is 

the next level up from the focus of this course, which is “Aggressive Short-Term Trading.”  

 

The difference between position trading and aggressive short-term trading is that the main goal 

of position trading is to buy the primary cycle trough and sell the primary cycle crest, with 

additional trades in between at its phases or corrective retracement points. In bull markets, we want 

to buy the primary cycle trough, and the next two major cycle troughs if it is a three-phase pattern. 

We also want to buy any “normal” corrective retracements of 38-62% within the first or second 

major cycle phases. In the case of a two-phase pattern, our goal is to buy a 45-85% corrective 

decline in the middle of the primary cycle. In bear markets, the strategy is the opposite. Once the 

primary cycle low is taken out, we look to sell short all corrective rallies that are 38.2-61.8% of 

the swings down until we come to the end of the cycle, when our strategy switches again to bullish. 



4  © 2021 Merriman Market Analyst 

 

Also, in the middle of the cycle, we are prepared to sell a 45-85% corrective rally that follows a 

half-primary cycle trough. 

 

The strategies for aggressive short-term trading are different. Here, the goal is to capture moves 

that last less than three weeks, and often as short as 1-4 days, sometimes on the basis of solar-lunar 

reversal signatures. In many cases, we will go against the trend of the primary cycle, especially if 

we are in the time band for the crest or trough of a major cycle. However, in order to trade 

successfully this short-term, we need additional tools of analysis than those that were discussed in 

Course 5. Therefore, in Course 6, we will introduce those tools that are used at MMA to define 

even tighter levels of support and resistance. Interestingly enough, these more advanced methods 

of calculating shorter-term support and resistance levels will oftentimes overlap the price objective 

targets that were learned in Course 5. When they do, they can oftentimes offer exceptional buy 

and sell points, at least for the short-term (less than three weeks). 

  

Whether your goal is to become a trader or an analyst, you need to have a firm idea of where 

each market that you trade or analyze is going – every month, week, and day. You will also need 

to have an “alternate outlook” that takes into account factors that would alter your trading plan.  

 

There is a danger, of course, in learning such short-term trading tools as we will discuss in 

courses 6 and 7. The main danger is that one becomes too myopic. That is, you will be calculating 

more of these daily and weekly support-resistance zones than the more important price objective 

zones. In doing this, there is an inherent tendency to give more weight to these short-term levels 

of support and resistance than to the longer-term ones. When you do that, you can easily succumb 

to over-trading, or entering and exiting trades too soon. It is necessary to remind yourself of the 

expected move still in process, and not to get too distracted by the short-term noise, especially if 

you are trying to trade primarily in the direction of the underlying trend. That is why we spent the 

first 75% of our time in this Academy learning the longer-term methods of analyzing market 

cycles. We do not want to get lost in the noise. If you were to stop your learning after Course 5, 

you would have the most important steps to becoming a successful trader. The lessons in Course 

6 and 7 will enhance your very short-term trading skills, but they should not take precedence over 

the methods and steps taught in the first five courses. We want to stay on the path that will yield 

the most successful results, without becoming burned out from micro analyzing each market. 

 

Trading is never easy and one should never become entirely dependent upon a particular 

outlook, or strategy, especially when it is shorter-term. The more short-term the strategy, the more 

often one will trade and the more often one will make mistakes, for this type of trading often goes 

against the strategy of the trend. Yet this is the type of trading that many clients will want you to 

address. That is why MMA provides a section for both position traders and aggressive traders in 

both the daily and weekly subscription reports. In fact, in this course, you will learn to understand 

all the language used in these subscription reports. That way, we will all be on the same page 

following this course, at least in terms of all the MMA subscription reports. 

 

Sincerely, 

 

Raymond A. Merriman   Gianni Di Poce 

President: MMTA    Director: MMTA 
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PURPOSES AND OBJECTIVES OF COURSE SIX 
 

The purpose of Course 6 is to introduce the construction of trading plans. This will involve the 

process to identify, explain, demonstrate and master the following terms and concepts: 

 

1. Other Fibonacci price target calculations 

 

2. Price targets for breakouts of head and shoulders necklines 

 

3. Price targets for various types of price patterns 

 

4. Pivot Points 

 

5. The Trend Indicator Point (TIP) 

 

6. Trend Runs Up and Down in Weekly and Daily Analysis, via the works of Charles 

Drummond 

 

7. “On Edge” Trend Runs Up and Down in Weekly and Daily Analysis 

 

8. Confirming Trend Runs Up and Down in Weekly and Daily Analysis 

 

The following topics may be covered in Course 6. If there is time, we will commence these 

studies in Course 6 

 

9. Position Trading Plans: Integrating Cycles, Geocosmics, Trend Analysis, and Price 

Objective Calculations 

 

10. Advanced Short-Term Trading Tools integrated with Position Trading Tools 

 

11. Short-Term Trading Plans Utilizing the Lessons of Course 6. 
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Highly advised reading for this course: 

 

The Ultimate Book on Stock Market Timing, Volume 5: Technical Analysis and Price 

Objectives. The majority of this course is taken from pages 144-300 of Volume 5. 

 

Suggested reading: 

  

 Any works or workshops by Charles Drummond or Ted Hearne. You may find information 

on these courses at www.drummondgeometry.com. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.drummondgeometry.com/
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OTHER FIBONACCI-RELATED CALCULATIONS FOR PRICE 

TARGETS 

MODULE LESSON 1 
 

The purpose of this lesson is to learn the calculation formulas for less explosive rallies and 

declines, based on certain types of patterns that form in financial markets. 

 

 In this lesson, you will learn: 

 

• The formula for calculating the 1.236-1.382 range of a price target for crests and resistance 

zones in bullish phases of cycles 

• The formula for calculating the 1.236-1.382 range of a price target for troughs and support 

zones in bearish phases of cycles 

 

THE 1.236-1.382 RANGE OF A PRICE TARGET FOR CRESTS AND RESISTANCE 

ZONES IN BULLISH PHASES OF CYCLES 

 

 There are other less used Fibonacci calculations for crests in any phase of a cycle, or as the C-

wave of an A-B-C rally pattern. The most common is a multiplier of 1.236 to 1.382 of the decline 

from the crest of a cycle phase to its trough, added to the trough of that cycle phase.  

 

In Elliott Wave terminology, this option might be referred to as an “irregular ‘B’ wave rally” 

to new cycle highs. However, it is then usually followed by a sharp decline to the low of the next 

cycle. The following diagram illustrates the basic structure of this pattern: 
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Let’s view an actual example of this in a bullish cycle. 

 

 
 

 In this example, the Copper nearby futures made a trading cycle crest on August 30, 2021 at 

4.418. It then declined in an A-wave down to 4.206 on September 8. An irregular B-wave rally 

then unfolded. What would the price target be for this ‘B’ wave rally? 

 

 The formula is B = 1.236 to 1.382 x A, where A is the distance down from high to low. That 

is, 

  

4.418 – 4.206 = .212. This is the distance of the decline of wave A. Now we multiply this by 

1.236 and 1.382, and add it to 4.206, to get the projected move up to B. 

 

.212 x 1.236 = .25  

.212 x 1.382 = .293 

 

Now we add these two numbers to the low at A to get the price target range for B. 

 

4.206 + .25 = 4.456 

4.206 + .293 = 4.499 

 

The projected price target for this irregular ‘B’ wave rally would be 4.456-4.499. The actual 

high on September 13, 2021 was 4.4715, which was right in the projected range.  
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However, you can also calculate price ranges based on the distance between the irregular B 

wave rally in each case (1.236 or 1.382 price target), and the start of the move up. Multiple that by 

.118 and add/subtract that to each price target zone to get additional ranges, as follows: 

 

(4.456 – 4.206) x .118 = .0295. The price target may also be 4.456 +/- .0295 for a 1.236 move.  

 

(4.499 – 4.206) x .118 = .0345. The price target may also be 4.499 +/- .0345 for a 1.382 move. 

 

THE 1.236-1.382 RANGE OF A PRICE TARGET FOR TROUGHS AND SUPPORT 

ZONES IN BEARISH PHASES OF CYCLES 

 

 The same calculation can be used to find irregular ‘B’ wave lows in a cycle phase. That is, the 

decline can be a multiplier of 1.236 to 1.382 of the rally from the trough of a cycle phase to the 

crest of the next cycle phase, subtracted from that crest, to get the next projected downside low.  

 

In Elliott Wave terminology, this third option might be referred as to an “irregular ‘B’ wave 

decline” to new cycle lows. Below is a graphic illustration of this pattern. 

 

 
 

 More important than the cycle structure here is the chart pattern. Yes, the result will often 

coincide with a cycle trough or crest. However, in many cases, the pattern will form even within a 

cycle phase, and it will not necessarily be the end of that cycle.  
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This pattern can setup in 5-minute intraday charts, for instance. It is just that sometimes it will 

coincide with the end of a cycle we are anticipating, especially if the set up develops when a cycle 

trough or crest is due, and also if a geocosmic critical reversal date is also in effect. It is further 

supported when this price target zone overlaps with another price target zone calculated by one of 

our other methods described in this course. 

 

 The daily Silver chart shown next is an example of a lower low that was 1.236-1.382 of the 

rally that preceded it. This was at the primary cycle low of December 31, 2013. 

 

 
 

 Silver made a low on December 19 at 19.10. It then rallied to a high on December 30 at 2018 

(A). It then fell to a lower low at 18.72 on December 31 (B). It then rallied to a higher high of 2044 

on January 2, 2014. 

 

 In this example, the move up from 19.10 to 20.18 (A) was 108 points. If we multiply that by 

1.236 and 1.382, we find the projected distance of the move down from A to B. 

 

 2018 – 1910  = 108 

 108 x 1.236  = 133 

 108 x 1.382  = 149 

 

 Now let’s subtract this range (133-149) from the high at 2018 (A) to get the price target zone 

for the low at B. 

 

 2018 – 133 = 1885 

 2018 – 149 = 1869 
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 The projected range was 1869-1885. The low was 1872. By the way, the following rally to 

2044 (C) was just a little shy of a 1.236 multiplier of the move down from A to B. 

 

Two other points to keep in mind. When an irregular ‘B’ wave trough (or crest) unfolds, it 

will often do so with a case of oscillator divergence. That is, when a new high forms, it will often 

be accompanied by a lower stochastic level than was present at the previous lower priced high. 

When an irregular ‘B’ wave low forms, it will also often occur with a higher stochastic reading 

than it did at a prior low, which was at a higher price. Secondly, there are other Fibonacci ratios 

used than those discussed here, such as the .236 and .786, to name just two. For our purposes, we 

will be mostly applying .382, .50, .618, and 1.618 ratios for our price target calculations. 

 

The chart below shows an example of 1.382 rally of the move down in Gold from 1764 to 

1705.50 (A), February 3 to February 16, to the high of 1792.70 (B) on February 28. Such patterns 

can be helpful in spotting additional price targets for cycle highs (or lows) that are due, especially 

at the end of a cycle. The expected price target would be: 

 

(1764 – 1705.50) x 1.382 = 80.85 

1705.50 + 80.85 = 1786.35 (price target for B) 

Range would be: (1786.45 – 1705.50) x .118 = 9.55. 

Price target range is thus 1786.35 +/- 9.55, or 1776.80 – 1795.90. 

 

 
 

Sometimes you can just calculate the range of 1.236-1.382, and the price will fall in that range. 

Other times, you will find the actual result is the distance between the 1.236 or 1.382 price target 

and the low the preceded it, with an orb of .118 of that distance. In this case, it was .118 of the 
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distance of the 1.382 price target from the low that preceded it. Thus, it is wise to do all the 

calculations, and pay closest attention to those that overlap one another. 
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PRICE TARGETS FOR BREAKOUTS OF MAJOR CHART PATTERNS 

WITH GEOCOSMICS 

MODULE LESSON 2 
 

 

 The purpose of this lesson is to calculate the price target of a head and shoulders chart pattern 

when the neckline is broken. 

 

 In this lesson, you will learn the following: 

 

• The structure of a head and shoulders chart pattern 

• Calculating the price target for a trough when the neckline of a bearish head and shoulders 

pattern is broken 

• Calculating the price target for a crest when the neckline of a bullish inverted head and 

shoulders pattern is broken 

• Correlations to Geocosmic Signatures 

 

THE STRUCTURE OF A HEAD AND SHOULDERS CHART PATTERN 

 

 The basic head and shoulders pattern is a bearish chart formation. When this pattern is 

inverted, it becomes a bullish chart formation. 

 
This basic head and shoulders pattern begins with an isolated high, shown on the chart as (LS), 

which stands for “left shoulder.” From that crest, the market declines to a low, shown on the chart 

as (A). This is the first point of what is to be called the “neckline” of the head and shoulders pattern. 

The market then rallies to a price that is higher than the left shoulder (LS). This new price high is 
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known as the “head” of the head and shoulders pattern and is depicted as (H) in the figure. Prices 

then decline again back to the area of (A). This second low is denoted by (B) and creates the second 

point of the “neckline.” Drawing a line connecting (A) to (B) defines the neckline of this pattern. 

Following this low (B), the market rallies again, back to the price area that defined the left shoulder 

(LS). It will, however, be below the head (H). This crest becomes the right shoulder of the head 

and shoulders pattern, identified as (RS) in the figure. If the right shoulder is higher than the left 

shoulder, it is considered a little less bearish. If it is lower than the left shoulder, it is considered 

“drooping,” and a harbinger of a more serious decline about to occur.  

 

The pattern is now set up. This is the classical bearish head and shoulders pattern 

 

CALCULATING THE PRICE TARGET FOR A TROUGH WHEN THE NECKLINE OF 

A BEARISH HEAD AND SHOULDERS PATTERN IS BROKEN 

 

The bearish head and shoulders formation is activated when prices start to close below the 

neckline (A to B, as shown in the earlier figure). Prices will then be expected to fall down below 

the neckline (X2), equal to the distance between the head and the neckline (X1) at the high of the 

pattern.  

 

 The basic chart formation and subsequent market activity with the downside price targets can 

be seen in the previous diagram. The downside price target is calculated using the distance between 

the top of the head and the neckline. The usual rule for this calculation is to take the difference 

between the price at the head (H) and the price at the neckline that was in effect on the day the 

head formed (X1). Then subtract that same amount from the neckline that was in effect on the day 

the head (H) formed. This gives the first price target for the ensuing decline, shown as (X2).  

 

You can then take the difference between the price at the head (H) and the price of this 

projected low (X2), and multiply by .118 to get the range of the downside price target. If that fails 

to hold the decline, then you multiply the difference between the head and the neckline (H – X1) 

by 2, then 3, 4, and 5 and so on (usually by 2 or 4 is sufficient) until you reach a price target that 

corresponds to the actual price of a falling market on a critical reversal date, and in a time band 

when a cycle trough is due. 

 

 In addition to the formula given above to calculate the downside price target of a bearish head 

and shoulders pattern, one can also construct a parallel line to the neckline of the head and 

shoulders pattern. This parallel line should be equidistant from head and the neckline, below the 

neckline, and sloped at the same angle as the neckline. You can see this upward sloping line in the 

same figure, in addition to the horizontal line at (X2). Both of these downside lines can represent 

support areas to a market that is falling hard after the neckline is broken. 

 

Another point to remember is that once the neckline (support) is broken, it becomes resistance. 

The market can rally back to this area, and sometimes even trade slightly above it. Generally 

speaking, the market will not close above it more than 2-3 consecutive days or weeks. If it does, 

the low may be in. Until then, the extension of that neckline represents major resistance to all 

rallies until this bearish pattern is negated.  
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Let’s review an example of a classical head and shoulders pattern during – and following – 

what was, at that time, the all-time high in the Dow Jones Industrial Average in October 2007. 

 

 
 

Example of a bearish head and shoulders pattern, where A-B is the neckline, LS the left shoulder, H the head, 

and RS the right shoulder. Note what happens after the neckline A-B is broken. 

  

 In this chart, the left shoulder (LS) formed at 14,022 on July 17, 2007. The market then 

declined for a month to form the primary cycle trough at 12,517 on August 16 (A). Then, the 

market rallied to the all-time high, leading the DJIA to its historic crest on October 11, 2007, at 

14,198. That became the head (H) of the formation. The ensuing decline took prices down to 

12,724 on November 26, thus forming point (B), and the second part of the neckline. After the 

rally to the right shoulder on December 11, 2007 at 13,780 (RS), the pattern was set up, and the 

trend line connecting (A-B) would define the neckline. Note that the right shoulder (RS) was below 

the left shoulder. Thus, it is a “drooping shoulder,” and is more bearish than if (RS) had been 

higher than (LS). The DJIA then broke below the neckline (A-B) at (C). This downside breakout 

“activated” the bearish pattern and provided downside targets that would equal the distance 

between the head and the neckline, subtracted from the neckline as it appeared on October 11, the 

day of the high, or head (H). That distance could be subtracted from the neckline, and then doubled 

or quadrupled and subtracted from the neckline, to get various downside price targets.  

 

 In this example, the head was at 14,198.10. The neckline on October 11, 2007, would have 

been 12,633.06 (which would correspond to our (X1) price point on line A-B on October 11). The 

difference between (H) and our (X1) point is (14,198.10 – 12,633.06), or 1565.04. Thus, we can 

subtract that from the neckline at 12,633.06 to get our first downside price target for (X2), as 
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11,068. We find our +/- range is 14,198.10 (H) – 11,068.02 (X2) = 3130.08 x .118. We can also 

multiply 1565.04 by 2 or 4 (or even other multiples), to get lower price targets. So, let’s do that: 

 

First target is 12,633.06 – 1565.04   =   11,068.02 +/- 369.35 

Second target is 12,633.06 – 3130.08  =    9502.98 +/- 554.02 (times 2) 

Third target is 12,633.06 – 6260.16  =    6372.90 +/- 923.37 (times 4) 

 

 The first leg down took prices to 11,634 on January 22. That wasn’t low enough to satisfy any 

of the downside price targets just calculated. However, what is interesting is the rally that followed 

over the next four months, taking prices back to 13,136.70 on May 19, 2008. That rally climbed 

back to the extension of the neckline of this head and shoulders formation that had been broken. 

Once support breaks, it becomes resistance, and this was a perfect example of that rule. 

 

 After the primary cycle crest of May 19, 2008, the DJIA then began its historic collapse. It 

finally bottomed nearly 10 months later on March 6, 2009 at 6469.95. This was within the third 

price target range, allowing for a 4 times decline. This is shown on the weekly chart below.  

 

 
 

Illustration showing the collapse from the head and shoulders pattern that formed in late 2007 to its recovery 

rally back to A-B (May 2008), then the final decline to the downside price target shown by the 4x decline to the 

horizontal line shown on graph (around 6372). It then shows the reverse bullish head and shoulders that formed 

off that bottom (ls, h, and rs), as it broke above the new neckline at X-Y. 

 

 Were there other calculations that could be made showing support around 6470 on March 6, 

2009?  

 

 On the low that formed, you will see a bullish inverted head and shoulders chart formation. 
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CALCULATING THE PRICE TARGET FOR A CREST WHEN THE NECKLINE OF A 

BULLISH INVERTED HEAD AND SHOULDERS PATTERN IS BROKEN 

 

 
An illustration of an inverted (or reverse) head and shoulders pattern, which is bullish. LS is left shoulder, H 

is head, and RS is right shoulder. A-B is the neckline representing resistance. When it breaks, it projects a move 

up to the area of a parallel line to A-B that starts at Y2, or a horizontal line that begins at Y2 and is the same 

distance from the head to the neckline as above it (Y1-Y2 is same distance as H-Y1). The breakout above A-B 

usually rises at least into these two price areas. 

 

BULLISH INVERSE (REVERSE) HEAD AND SHOULDERS PATTERN 

 

A bullish “inverse” head and shoulders pattern is like an upside down conventional head and 

shoulders pattern. Sometimes this is referred to as a “reverse,” or inverted, head and shoulders 

pattern, but in either case, it means the same thing. This pattern begins with an isolated low, shown 

on the illustration above as (LS.) This also stands for “left shoulder,” just as it was in the normal 

head and shoulders formation that is bearish. From that trough, the market rallies to a crest, shown 

on the chart as (A). This is the first point of what is to be called the “neckline” of the inverted head 

and shoulders pattern. The market then declines to a price that is lower than the left shoulder (LS). 

This new low is known as the “head” of the inverse head and shoulders pattern and is depicted as 

(H) in the figure above. Prices rally again back to the area of (A.) This second high is denoted by 

(B) and forms the second point for the “neckline.” A trendline connecting A-B thus becomes the 

neckline of this developing pattern. Following this crest, the market declines again back to the area 

that defined the left shoulder (LS). It will be higher than the head (H), however. This trough 

becomes the right shoulder of the head and shoulders pattern and is identified as (RS). If the right 

shoulder is higher than the left shoulder, it is considered a little more bullish, and a harbinger of a 

significant rally about to occur.  
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The pattern is now set up. When prices start to close above the neckline (A-B), this bullish 

chart formation is activated. At this point, the upside price target can be established. Prices are 

expected to rally above the neckline, an equal distance between the head and the neckline. You 

can see this as the distance between (H) and (y1), which is added to the neckline at that point to 

give a price target up to (y2). The usual rule for this calculation is to take the difference between 

the price at the head (H) and the price at the neckline that was in effect on the day the head formed 

(y1). Then add that same amount from the neckline that was in effect on the day the head formed. 

This gives the first price target for the ensuing rally, shown as y2.  

 

 You can then take the difference between the price at the head and the price of this projected 

high, and multiply by .118 to get the range of the upside “breakout” price target. If that fails to 

stop the rally, then multiply the difference between the head and the neckline (H – y1) by 2, then 

3, 4, and 5 and so on (usually by 2 or 4 is sufficient) until a price target is attained that corresponds 

to the actual price of a rising market on a critical reversal date, and in a time band when a cycle 

crest is due. 

 

In addition to the formula given above to calculate the upside price target of a bullish reverse 

head and shoulders pattern, one can also construct a parallel line to the neckline of this pattern. 

This parallel line should be equidistant from head and the neckline, above the neckline, and sloped 

at the same angle as the neckline. You can see this line in the previous figure, in addition to the 

horizontal line at y2. Both of these upside lines can represent resistance to a market that is rising 

after the neckline is broken. 

 

Another point to remember about a reverse head and shoulders pattern is that once prices 

break above the resistance indicated by the neckline, that neckline then becomes support. The 

market can decline back to this area again, and sometimes it even trades slightly below it. However, 

generally speaking, it will not close below it more than 2 consecutive days (best to allow maybe 

three consecutive days). If it does, then the high may be in. Until then, the extension of that 

neckline represents major support to all declines until this bullish pattern is negated. Until that 

happens, the rally will usually go to one of the two upside breakout price targets just calculated, 

or else 2 or 4 times that distance, or 2 or 4 parallel lines above. 

 

 Let us now look at an historical example of this, as shown in the next figure, a daily chart of 

the DJIA, which is a continuation of the prior chart of the DJIA when it formed a bearish head and 

shoulders. At the low in March 2009, it then formed an inverted, bullish head and shoulders pattern.  

 

 In the figure that follows, the left shoulder of the inverse head and shoulders pattern was 

completed with the primary cycle trough on November 21 at 7449.38. The rally that followed took 

prices up to a primary cycle crest of 9088.06 on January 6, represented as (A) on the chart, and 

also as the first point of the neckline to this pattern. From there the DJIA collapsed to its primary 

and long-term cycle low of 6469.95 on March 6, 2009 (as Venus turned retrograde, a very powerful 

Level 1 geocosmic signature). This became the head (H) of the inverse head and shoulders pattern. 

The market then rallied three months to a primary cycle crest (B) on June 11, 2009, at 8877.93. 

This became the second point defining the neckline A-B.  
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The inverse head and shoulders pattern shown in the DJIA following its long-term cycle low of March 6, 2009. 

Note that after the right shoulder formed at RS, prices “broke out” above the neckline A-B. If the distance 

between the head (H) and the price of the neckline on that day (Y1), is added to the neckline, we get the first 

upside price objective, shown as Y2. That price target range was achieved with the high of 11,258 on April 26, 

2010.  
 

The market then declined to the primary cycle trough on July 8, 2009 at 8087.19, which 

became the right shoulder (RS). This was also nearby to the conjunction of Jupiter and Neptune, 

another very powerful long-term Level 1 geocosmic signature, as discussed in Volume 3. 

 

 At this point, you might notice two bullish characteristics as a clue the bear market was about 

to end. First, this second shoulder (RS) is higher in price than the first (LS). Secondly, this primary 

cycle formed a bullish “right translation” pattern. Its crest occurred past the midway point in the 

cycle. That wasn’t the case in the former primary cycle. That primary cycle was a bearish “left 

translation type,” and the start of its primary cycle (LS) was lower in price than the start of this 

new one (consecutively higher lows of the primary cycle. The setup was now indicating that the 

neckline would be broken, thus confirming the end to the bear market, and the start of a new bull 

market. Indeed, that “breakout” of the neckline happened on July 21. 

 

 The old neckline can now be extended to define new support. As long as prices remained 

above this extension, the new bull market would be intact. If prices started to close two or three 

consecutive days below, it may instead have indicated the rally was a “fake out.” The market might 

be returning to its bearish trend. But that didn’t happen, as one can see from the chart. In fact, the 

market did not decline to even re-test this extended neckline over the following year. 
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 The next step is to calculate the upside price targets of this “breakout.” To do that, one must 

first determine the price of the neckline as it would have been on the day the head (low) formed. 

That was March 6, 2009 and, on that date, the value of the A-B line – as shown at Y1 – was 

9007.40. The difference between 9007.40 (Y1) and 6469.95 (H) is 2537.45. If this distance is then 

added to 9007.40 (Y1), the first upside price target of this breakout becomes 11,544.85 (Y2, as 

shown on the graph).  

 

 
 

 The range to this price objective can then be calculated by taking the difference of (Y2) and 

the head (H) and multiplying by .118. That is, (11,544.85 – 6469.95) x .118 = 598.84. Thus, the 

first price objective for an important crest to this new bull market would be 11,544.85 +/- 598.84, 

or 10.946.01-12,143.69. The next year, on April 26, 2010, an important crest formed in this range 

– the first leg up off this bullish pattern. In 2011, it exceeded 12,143, the upper end of this range. 

To find the next price objectives suggested by this pattern, one will take the difference of Y1 and 

H (2537.45) and multiply it by 2, and then again by 4. In this case, multiplying it by 2 gives an 

upside price target of 14,082.30. Multiplying it by 4 gives a target of 19,157.20. Each of these 

targets has a range that can be calculated using the formula given above. 

 

First target is 9007.40 + 2537.45   = 11,544.85 +/-   598.84 

Second target is 9007.40 + 5074.90  = 14,082.30 +/-   898.25 (times 2) 

Third target is 9007.40 + 7612.35  = 16,619.75 +/- 1197.68 (times 3) 

Fourth target is 9007.40 + 10,149.80  = 19,157.20 +/- 1497.10 (times 4) 
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GEOCOSMIC CORRELATIONS TO IMPORTANT POINTS IN THE HEAD AND 

SHOULDERS FORMATION 

 

 The following considerations should be born in mind when a head and shoulders formation 

unfolds: 

 

1. Each part of the head and shoulders formation – the head, the shoulders, and the neckline 

points – is likely to occur nearby to a Level 1, 2, or 3 geocosmic signature. In most cases, 

each will probably be within three days of a geocosmic critical reversal date. 

 

2. When the head of the head and shoulders formation occurs, it is likely to be near a two- or 

three-star critical reversal date, with a Level 1 geocosmic signature nearby, for it will 

coincide with a primary cycle crest (or trough in an inverted form) if using a daily or longer 

chart. 

 

3. When the neckline is broken, there is likely to be a strong Uranus signature nearby. 

 

4. If the neckline is broken only temporarily, and prices move back into the head and 

shoulders pattern, it is a fake out. The probability of such a fake out is greater when 

Mercury is retrograde and to some extent, when Venus or Mars are retrograde as well.  
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PRICE TARGETS FOR BREAKOUTS OF MAJOR CHART PATTERNS 

WITH GEOCOSMICS 

QUIZ ON MODULE LESSON 2 

 

 
 

1. Describe the structure of a classical head and shoulders pattern. 

 

 

 

 

 

2. Describe the structure of an inverted head and shoulders pattern. 

 

 

 

 

 

 

3. How are the price targets calculated once the neckline of a head and shoulders pattern is 

broken? 

 

 

 

 

 

4. Which planet seems to be active when the neckline of a head and shoulders patterns is 

broken? 
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CHART PATTERNS CATALOG 

MODULE LESSON 3 
 

 

 The purpose of this lesson is to provide students with a catalog of chart patterns, and how to 

categorize them to deduce potential outcomes. 

 

 In this lesson, we will learn the following: 

 

• Reversal, Continuation, and Momentum patterns 

• How to calculate price objectives from these patterns 

 

Technical analysis can be considered as a hybrid between qualitative and quantitative 

analysis. It is very much an art in the sense of discovering and observing these patterns, but the 

price objectives derived from said patterns could be construed as quantitative. Chart patterns 

exist because of mass behavioral psychology. These very patterns are observable going back 

hundreds of years. They are applicable to any and all markets, and across all timescales. 

 

REVERSAL PATTERNS 

 

 In the last lesson, we examined the head and shoulders and inverted head and shoulders 

pattern. These are considered to be reversal patterns in technical analysis. Bitcoin recently 

completed a head and shoulders topping formation. 
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 Additionally, we saw an inverted head and shoulders formation on XLE, the ETF for the 

energy sector. 

 

 
 

 These charts are a good review from the previous lesson to determine price objectives, but 

the main purpose of this lesson is to introduce new price patterns. In terms of reversal patterns, 

we have the rounding top, the rounding bottom, the falling wedge, and the rising wedge. In 

theory, double-tops and bottoms and triple-tops and bottoms are included in this category, but 

we’ve already review those in previous courses. Let’s begin with the rounding top and rounding 

bottom formations, otherwise known as inverted saucer or saucer patterns, respectively. 

 

The Rounding Top or Inverted Saucer 

 

 This reversal pattern is characterized by an inverted U-shaped, parabola-like figure. There is 

a horizontal level of support located at the bottom of the pattern. Recall that both support and 

resistance act more as zones versus hard price lines. Once prices close below this support zone, 

the reversal is confirmed. The principle of support becoming resistance holds true here too. An 

example of an inverted saucer pattern is displayed below, and shows how the Euro reacted when 

it completed this pattern in August-September 2021. 
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 The price objective is calculated by subtracting the highest closing price in the pattern by the 

lowest closing price within the pattern near support. This method is slightly different from the 

price objective calculations we used previously.  It is a technique that Gianni uses, although it is 

not something he invented. It is unclear who was the creator of this technique. Keep in mind that 

the highest or lowest closing price may not be on the same day as the highest or lowest intraday 

price. From this example, the highest close was 1.2330 and the lowest close was 1.1769. Note 

how there is a bit of subjectivity in terms of determining which lowest close to use. The 

difference is then subtracted from the low. Therefore, the calculation is: 

 

1.2330 – 1.1769 = .0561 

1.1769 – .0561 = 1.1208 

 

Prices tumbled to an initial low of 1.1186 on November 24, 2021, within .0022 points of the 

projected downside objective. It is important to allow an orb or range for prices projected from 

these patterns. Combine this technique with other MMA studies to look for overlapping price 

zones. 

 

What would the price projection difference be if we used intraday highs and lows instead? 

The intraday high within the pattern was 1.2349 and the intraday low was 1.1703. Here too, a 

judgement call needs to be made on which low to use. This is part of the “art” of technical 

analysis. The calculation is: 

 

1.2349 – 1.1703 = .0646 

1.1703 - .0646 = 1.1057 
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 The Euro dropped as low as 1.1122 on January 28, which was .0065 higher than the 

downside objective. As of this writing, the Euro is still falling and could reach this target. 

 

The Rounding Bottom or Saucer 

 

 This reversal pattern is also characterized by a U-shaped, parabola-like figure. There is a 

horizontal level of resistance located at the top of the pattern. Once prices close above this 

resistance zone, the reversal is confirmed. The principle of resistance becoming support holds 

true here too. An example of a saucer pattern is displayed below, and shows how Soybeans 

reacted when it completed this pattern in November 2020. 

 

 
 

The price objective is calculated by subtracting the highest closing price in the pattern near 

resistance by the lowest closing price within the pattern. From this example, the highest close 

was 1175.75 and the lowest close was 840.75. The difference is then added to the high. 

Therefore, the calculation is: 

 

1175.75 – 840.75 = 335 

1175.75 + 335 = 1510.75 

 

Prices surged to that price target in April 2021, and even overshot the upside objective by 

rallying as high as 1667.50 in May. If one is long, we would call this a “happy problem.” It is 

important to allow an orb or range for prices projected from these patterns. Combine this 

technique with other MMA studies to look for overlapping price zones. 
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 What if we used intraday highs and lows, what would the difference be in terms of price 

targets? The intraday high within the pattern was 1208.50 and the intraday low was 791. The 

calculation is: 

 

1208.50 – 791 = 417.50 

1208.50 + 417.50 = 1626 

 

 Here too, the Soybean rally overshoot the upside objective, a testament to the strong 

momentum of the reversal and breakout higher. 

 

 

The Falling Wedge 

 

This reversal pattern is characterized by two downward sloping trendlines. These types of 

trendlines are typically drawn from intraday highs and lows. As prices approach the apex of the 

pattern, the trading range becomes narrower and narrower, which is representative of a 

compression in volatility. Once prices close above the upper trendline, the reversal is confirmed. 

However, wedges are not the most powerful reversal pattern. In terms of upside objectives, we 

would focus more on a rally back to a resistance level, which occurred in the example of GDX 

below. Prices only rallied back to the 26.00-27.00 level of resistance before turning back lower.  
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The Rising Wedge 

 

This reversal pattern is characterized by two upward sloping trendlines. These types of 

trendlines are typically drawn from intraday highs and lows. As prices approach the apex of the 

pattern, the trading range becomes narrower and narrower, which is representative of a 

compression in volatility. Once prices close below the lower trendline, the reversal is confirmed. 

However, wedges are not the most powerful reversal pattern. In terms of downside objectives, 

we would focus more on a drop back to a support level, which occurred in the example of S&P 

below. Prices reversed back lower to retest their lows in the 1800-1900 zone. 

 

 

  
 

 

CONTINUATION PATTERNS 

 

 For trend-following traders, continuation patterns are the ideal types of patterns to observe 

and trade. There is a reason the phrase, “The trend is your friend,” exists. Continuation patterns 

include the ascending, descending, and symmetrical triangles, the rectangle, and the ascending 

and descending price channels. These are considered continuation patterns, because they 

typically lead to a continuation of the underlying trend. Uptrends are characterized by higher-

highs and higher-lows, while downtrend are characterized by lower-lows and lower-highs. 

 

The Ascending Triangle 

 

 This pattern is characterized by an upper horizontal trendline that acts as resistance, and a 

lower, upward sloping trendline. Once again, the theme here is that the trading range becomes 
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narrower and narrower before prices ultimately resolve in one direction or another. This pattern 

is confirmed by a close above the upper horizontal trendline of the pattern or resistance or below 

the lower upward sloping trendline acting as support. The example shown here is the S&P from 

mid-2019. Note that in this case, it closed above resistance and we saw a continuation higher, 

because the trend is up. 

 

 
 

The price objective is calculated by subtracting the highest closing price in the pattern near 

resistance by the lowest closing price within the pattern. From this example, the highest close 

was 3025 and the lowest close was 2744. The difference is then added to the high. Therefore, the 

calculation is: 

 

3025 – 2744 = 281 

3025 + 281 = 3306 

 

Note that if we were observing a continuation lower instead, the difference would be 

subtracted from the low. 

 

Prices surged as high as 3337, slightly higher than the projected price target in January 2020. 

As always, it is important to allow an orb or range for prices projected from these patterns. 

Combine this technique with other MMA studies to look for overlapping price zones. 

 

The Descending Triangle 

 

 This pattern is characterized by a downward sloping upper trendline, and a lower, horizontal 

trendline that acts as support. Once again, the theme here is that the trading range becomes 
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narrower and narrower before prices ultimately resolve in one direction or another. This pattern 

is confirmed by a close below the lower horizontal trendline of the pattern or support or above 

the downward sloping trendline acting as resistance. The example shown here is Corn in late-

2019, early-2020. Note that in this case, it closed below support and we’re seeing a continuation 

lower, because the trend is down. 

 

 

 
 

The price objective is calculated by subtracting the highest closing price in the pattern by the 

lowest closing price near support within the pattern. From this example, the highest close was 

397.75 and the lowest close was 366.75. The difference is then subtracted from the low. 

Therefore, the calculation is: 

 

397.75 – 366.75 = 31 

366.75 – 31 = 335.75 

 

Note that if we were observing a continuation higher instead, the difference would be added 

to the high. 

 

Prices dropped as low as 335.25 at the initial low in March 2020. Following a short, 

corrective rally, the decline continued towards lower prices. As always, it is important to allow 

an orb or range for prices projected from these patterns. Combine this technique with other 

MMA studies to look for overlapping price zones. 
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The Symmetrical Triangle 

 

This pattern is characterized by a downward sloping upper trendline, and an upward sloping 

lower trendline. Once again, the theme here is that the trading range becomes narrower and 

narrower before prices ultimately resolve in one direction or another. This pattern is either 

confirmed by a close below the lower upward-sloping trendline, or above the upper downward-

sloping trendline of the pattern. The example shown here is Dollar/Yen in mid-2021. Note that in 

this case, we’re seeing a continuation higher, because the trend is up. 

 

 

 
 

 

The price objective is calculated by subtracting the highest closing price in the pattern by the 

lowest closing price in the pattern, and adding the difference to the high. From this example, the 

highest close was 111.54 and the lowest close was 108.61. Therefore, the calculation is: 

 

111.54 – 108.61 = 2.93 

111.54 + 2.93 = 114.47 

 

Note that if we were observing a continuation lower instead, the difference would be 

subtracted from the low. 

 

Prices surged quickly after closing above the upper trendline of the pattern, rising as high as 

114.71 in October 2021. Following a short digestion of those gains, the rally continued to higher 

prices. As always, it is important to allow an orb or range for prices projected from these 

patterns. Combine this technique with other MMA studies to look for overlapping price zones. 
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The Rectangle 

 

This pattern is characterized by two horizontal trendlines, one acting as resistance (above) 

and one acting as support (below). This pattern is confirmed either by a close above the upper 

horizontal trendline acting as resistance, or on a close below the lower horizontal trendline acting 

as support. The example shown here is Crude Oil in late-2020. Note that in this case, we’re 

seeing a continuation higher, because the trend is up. 

 

 

 

 
 

The price objective is calculated by subtracting the highest closing price in the pattern by the 

lowest closing price in the pattern. From this example, the highest close was 43.39 and the 

lowest close was 32.81. The difference is then added to the high. Therefore, the calculation is: 

 

43.39 – 32.81 = 10.58 

43.39 + 10.58 = 53.97 

 

Note that if we were observing a continuation lower instead, the difference would be 

subtracted from the low. 

 

Prices started trending higher after closing above the upper trendline of the pattern, rising as 

high as 53.93 on January 13, 2021. Following a short digestion of those gains, the rally 

continued. As always, it is important to allow an orb or range for prices projected from these 

patterns. Combine this technique with other MMA studies to look for overlapping price zones. 
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What if we used intraday highs and lows instead of closing prices? The intraday high in the 

pattern was 43.78 and the intraday low was 30.72. The calculation would be: 

 

43.78 – 30.72 = 13.06 

43.78 + 13.06 = 56.84 

 

With this calculation, it took until February 2021 for prices to reach their upside target. 

 

 

Price Channels 

 

 Price channels are a peculiar continuation pattern. In bullish trends, we look for both 

ascending and descending price channels to resolve higher. In bearish trends, we look for both 

ascending and descending price channels to resolve higher. However, the nuance is that in an 

uptrend, we want to see prices stay within the ascending price channel. If prices break below the 

lower trendline, it signals that the rate-of-ascent is no longer in effect (it does not necessarily 

mean a reversal of trend). In a downtrend, we would also want to see prices stay within a 

descending price channel. If prices break above the upper trendline, it signals that the rate-of-

descent is no longer in effect (it does not necessarily mean a reversal of trend). There are not any 

concrete methods to calculate price objectives for price channels. 

 

Below is an example of Bitcoin in an ascending price channel. Note how the uptrend did not 

end when prices broke below the lower trendline of the channel. The rate-of-ascent changed 

though. 

 

 
 



34  © 2021 Merriman Market Analyst 

 

 Below is an example of Crude Oil in a descending price channel. The trend was already 

down, and when prices broke below the lower trendline of the pattern, the downtrend continued. 
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 Below is an example of Gold in a series of descending price channels. Except in this case, 

the trend is upwards, so we see a continuation higher instead of lower. 

 

 
 

 Lastly, we have an example of Soybeans in a series of ascending price channels in a 

downtrend. Note how these basically unfolded as minor, counter-trend moves to the longer-term 

trend. 
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MOMENTUM PATTERNS 

 

 Momentum patterns are the ideal patterns of breakout traders. In other words, if long, the 

idea is to buy high and sell higher, and if short, the idea is to sell low and buy (back) lower. 

Momentum patterns include broadening wedges, cup and handles, bull and bear flags, and even 

saucers (there is some overlap here with the reversal pattern). In many cases, these patterns will 

see resolutions in the direction of the underlying trend. 

 

 

The Broadening Wedge 

 

This pattern is characterized an upper horizontal trendline acting as resistance and a 

downward-sloping lower trendline. This pattern is confirmed by a close above the upper 

horizontal trendline in the case of an uptrend. Seldom do we see these patterns in a downtrend. 

For this pattern, volatility already starts to expands before it actually breaks out. Many times, the 

final low that forms on the downward-sloping lower trendline comes in the form of a false-

breakdown. The example shown here is the S&P mid-to-late-2016.  
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The price objective is calculated by subtracting the highest closing price in the pattern near 

resistance by the lowest closing price in the pattern, and then adding the difference to the high. 

From this example, the highest close was 2190 and the lowest close was 2085. Therefore, the 

calculation is: 

 

2190 – 2085 = 105 

2190 + 105 = 2285 

 

Prices broke out in mid-November and started moving higher. Prices hit a short-term high 

on December 13, 2016 at 2277. It took a couple weeks before prices finally reached 2285, but 

eventually, the rally continued much higher. As always, it is important to allow an orb or range 

for prices projected from these patterns. Combine this technique with other MMA studies to look 

for overlapping price zones. 

 

The Cup and Handle 

 

 This is one of the most powerful patterns in all of technical analysis, and was made famous 

by trader and analyst William O’Neil. The pattern is characterized by an upper horizontal 

trendline acting as resistance, and two distinct, parabola, U-shaped patterns. The parabola on the 

left, or the cup portion of the pattern, is bigger than the parabola on the right, or the handle 

portion of the pattern. Similar to the triangle examples above, the trading range tends to 

compress before the market breaks out. The example we will examine is from the Gold market 

back in mid-2019. 
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 The price objective is calculated by subtracting the highest closing price in the pattern near 

resistance by the lowest closing price in the pattern. From this example, the highest close was 

1367.40 and the lowest close was 1133.60. The lowest close will always be in the cup portion of 

the pattern. The difference between these prices is then added to the high. Therefore, the 

calculation is: 

 

1367.40 – 1133.60 = 233.80 

1367.40 + 233.80 = 1601.20 

 

Prices broke out from the cup and handle pattern in June and proceeded to rally for the next 

several months. It wasn’t until January 2020 that Gold hit its upside objective as projected from 

the cup and handle pattern. That would have been a decent exit point as volatility spiked notably 

shortly thereafter. Eventually, prices continued much higher, but the cup and handle pattern was 

a strong sign that upside momentum was about to accelerate. As always, it is important to allow 

an orb or range for prices projected from these patterns. Combine this technique with other 

MMA studies to look for overlapping price zones. 

 

Bull and Bear Flags 

 

 Bull and bear flags are perhaps the most powerful pattern in all of technical analysis. These 

patterns provide the potential for significant gains or declines in short periods of time. Both bull 

flags and bear flags are characterized by two parts: the flagpole and the flag. A bull flag begins 

when prices experience a sharp, upside burst lasting about 1-4 days. The presence of a bullish 

“breakaway gap” is even better, but not necessary. Prices will then undergo a consolidation, or 

“flagging” period, whereby they go sideways for 2-6 weeks on average. The flag is characterized 
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by an upper horizontal trendline acting as resistance and a lower horizontal trendline acting as 

support. The pattern is confirmed when prices close above resistance. A bear flag begins when 

prices experience a sharp, downside rout lasting about 1-4 days. The presence of a bearish 

“breakaway gap” is even better, but not necessary. Prices will then undergo a consolidation, or 

“flagging” period, whereby they go sideways for 2-6 weeks on average. The flag is characterized 

by an upper horizontal trendline acting as resistance and a lower horizontal trendline acting as 

support. The pattern is confirmed when prices close below support. Both examples we will 

examine for this pattern are in Silver. 

 

 
 

The chart above displays two bull flags in Silver between May-July 2020. Note how in the 

first bull flag, prices flagged for just around 6 weeks. The price objective is calculated by 

subtracting the highest closing price in the flag portion of the pattern near resistance by the 

lowest closing price in the pattern near the base of the flag pole. From this first example, the 

highest close was 18.83 and the lowest close was 15.59. The difference is then added to the high. 

Therefore, the calculation is: 

 

18.83 – 15.59 = 3.24 

18.83 + 3.24 = 22.07 

 

 Just days after breaking above resistance of the flag portion of the pattern, prices exploded 

and surged well above the upside objective of 22.07. If anything, this is a testament to the 

strength of the bull flag pattern. Prices hit as high as 26.27 on July 28. During this surge higher, 

another “flag pole” formed. In the second bull flag pattern, prices flagged for just under 2 weeks. 

Let’s project the upside target again. The highest close within the second bull flag was 24.50, 

and the lowest close near the base of the flag pole was 19.57. The calculation is: 
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24.50 – 19.57 = 4.93 

24.50 + 4.93 = 29.43 

 

 Prices spiked as high as 29.91 on August 7 shortly after closing above the upper horizontal 

trendline of the flag. As always, it is important to allow an orb or range for prices projected from 

these patterns. Combine this technique with other MMA studies to look for overlapping price 

zones. 

 

 

 

 
 

 Now let’s look at a bear flag in Silver back from June-July of 2021. Note how in this bear 

flag, prices flagged right around 4 weeks. The price objective is calculated by subtracting highest 

closing price in the pattern near the base of the flag pole by the lowest closing price in the flag 

portion of the pattern near support. From this example, the highest close was 28.04 and the 

lowest price was 25.80. The difference is then subtracted from the low. Therefore, the calculation 

is: 

 

28.04 – 25.80 = 2.24 

25.80 – 2.24 = 23.56 

 

 In a matter of three weeks after below closing below support of the flag portion of the 

pattern, prices collapsed as low as 22.28 on August 9, but prices closed at 23.27 that day. As 

always, it is important to allow an orb or range for prices projected from these patterns. Combine 

this technique with other MMA studies to look for overlapping price zones. 
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Summary and Other Key Points 

 

 This concludes the chart catalog lesson for Course 6. As alluded to at the beginning, the 

identification of technical patterns is very much an art, and in many cases, open to interpretation. 

Technical analysis isn’t even universally accepted in “mainstream” finance, although it continues 

to grow in popularity. There will be times where one analyst may see one pattern, and another 

analyst may see a different one. Below is a list of other key points with respect to chart patterns: 

 

• It is imperative to wait for a close above resistance or support to confirm the pattern. 

• Similar to MMA Cycle theory whereby cycles exist within cycles, there can be smaller 

chart patterns that exist within bigger chart patterns.  

• “The bigger the base, the higher the space.” 

• “The bigger the top, the bigger the drop.” 
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EXPANDING THE TRADING PLANS USING ADVANCED PRICE 

OBJECTIVE CALCULATIONS 

MODULE LESSON 4 

 
 The purpose of this lesson is to review all of price objective calculations covered in this course 

and to use them in the creation of various revised trading plans. 

 

 In this lesson, we will do the following: 

 

• Review the list of methods for calculating support and resistance areas 

• Create a trading plan for forecasting the time and price for long-term cycles 

• Create a trading plan for forecasting the time and price for primary and intermediate-term 

cycles every month, as in the MMA Cycles Report 

• Create a trading plan for forecasting the time and price for each week 

 
THE LIST OF METHODS FOR DETERMING PRICE TARGETS 

 

 Before we develop our revised trading plans, let’s first review the price objective methods we 

learned in Course 5 and the prior two lessons.  

 

 We will break this down into two sections: support and resistance. When developing a trading 

plan, one needs to take into account both support and resistance to any moves or trends that are 

possible. 

 

Support 

 

1. Downside price targets of any broken neckline of a head and shoulders pattern. 

2. Moving averages below the market, based on ½ the length of well-established cycles and/or 

their phases. 

3. Retracements of .382-.618 off of any rally – or multiple rallies based on different cycles – 

in force. In third phases of bullish markets, it might be a .382 - .618 retracement of the 

swing up on phase 2, or a .382 - .618 retracement of the swing up from the start of the cycle 

to its crest. Often it is around .382 of the primary swing up if it overlaps with .618 of the 

rally in the third major cycle phase. 

4. Price targets that are .618 of the combined length of the prior two swings down, subtracted 

from the rally following the second low. This might be the price target of the third phase 

low in a 3-phase bearish cycle, where the .618 applies to the distance between the (primary) 

cycle crest in the first phase and the (major) cycle trough of the second phase. That number 

is then subtracted from the crest of the third phase. 

5. Double bottoms: Identify any important lows that could serve as an area of support should 

the market fall and form a double bottom. If there has already been a double bottom 

formation, then note that this is already a support zone. 

6. Price targets that are 1.236-1.382 declines of a previous swing up. 

7. Price targets that are 1.618 the length of an A-wave down, subtracted from the B-wave 

high. 
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Resistance 

 

1. Upside price targets of any broken neckline of an inverted head and shoulders pattern. 

2. Moving averages above the current price, based on ½ the length of established cycles. 

3. Retracements of .382-.618 of any decline – or multiple declines based on different cycles 

- in force. In the first phase of bearish markets, it might be a .382 - .618 retracement of the 

swing down in the prior bearish cycle of the same cycle type, or a .382 - .618 retracement 

of any swing down into the low of a bearish phase of the greater cycle. 

4. Price targets that are .618 of the length of the prior two swings up, added to the trough of 

the second low. This might be the price target of the crest of the third phase in a 3-phase 

bullish cycle, where the .618 applies to the distance between the (primary) cycle trough 

that began the cycle, and the (major) cycle crest of the second phase. That number is then 

added to the trough that ends the second phase. 

5. Double tops: Identify any important highs that could serve as an area of resistance should 

the market rally sharply and form a double top. If there has already been a double top 

formation, then note that this is already a resistance zone. 

6. Price targets that are 1.236-1.382 rallies of a previous swing down. 

7. Price targets that are 1.618 the length of an A-wave up, added to the B-wave low. 

8. Price targets that are 1.618 of the rally in the first or second phase of a bullish cycle, added 

to the low of the first or second phase. It may not be an Elliott A-B-C pattern. It may be a 

wave 3 or 5 in an Elliott wave pattern. 

 

 

GROUP EXERCISE:  

 

 Let’s review some current charts in class and identify various support and resistance levels 

using the 8 steps provided in this lesson.  

 

Do any of these price targets overlap? 
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CREATING A TRADING PLAN FOR FORECASTING THE TIME FOR 

PRIMARY AND INTERMEDIATE-TERM CYCLES  

MODULE LESSON 5 
 

 The monthly trading plan is based on the primary cycle and its relationship to the next longest 

cycle (intermediate-term cycle). It also takes into account the phases of the primary cycle. 

 

 Basically, there are 5 steps of analysis used in constructing a monthly trading plan that you 

will learn in this lesson.  

 

1. Trend Analysis 

2. Market Timing - Cycles 

3. Geocosmic Critical Reversal Dates 

4. Price objectives 

5. Technical Indicators and Chart Patterns 

 

We will go through each step in detail. 

 

TREND ANALYSIS 

 

The very first question to ask in establishing a trading plan is whether the primary cycle is 

likely to be bullish or bearish. This depends upon which phase of the longer-term cycles is in force. 

The general rule espoused through each of these classes is this: the first phase of every cycle 

(including a primary cycle) is bullish. The last phase is either bearish or contains the steepest 

decline within a bullish primary cycle.  

 

Thus, the first steps in creating a monthly trading plan, or forecast, involves consideration of 

the following: 

 

1. The basic tend indicator study is simple: If the low that started the primary cycle has been 

penetrated, that cycle is bearish. If not, it is bullish or neutral. 

2. The next step is to determine if the primary cycle is in its bullish or bearish phase of the 

next longer-term cycle? 

3. Then determine if the primary cycle in its first, second, or third phase. Is that bullish (first) 

or bearish (last) or neutral? 

4. Next is the status of the moving average trend studies. What is the position of the moving 

averages pertinent to the primary cycle and one of its phases? If the shorter one is above 

the longer, it is bullish, especially the price is above each. If the shorter MA is below the 

longer, it is bearish, especially if the price is also below each. 

5. If it is determined that the trend is bullish, then the strategy will be to buy every corrective 

decline in the primary cycle. If it is determined that the trend is bearish, then the strategy 

will be to sell every corrective rally in the remainder of the primary cycle. 
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MARKET TIMING – CYCLES 

 

Once we know the probable trend, we then commence with our market timing studies to 

identify when to buy and sell. 

 

1. When is the next primary, or longer-term cycle trough due? Identify the time band for this 

low. 

2. Is there a time band when a primary cycle crest would be due (which phase of the primary 

cycle is the crest due, based on longer-term cycle phasing)? 

3. When is the half-primary cycle trough due? Identify the time band when it is due. 

4. If the market is in its second half of the primary cycle, when is that cycle low due? Where 

does it overlap with the time band for the primary cycle trough, which will be the most 

likely time for the primary cycle trough to occur? 

5. Is there a time band when the second half-primary cycle crest would be due, if this is a 

two-phase or combination pattern? 

6. When is the next major cycle trough due? 

7. When is the next major cycle crest due, if this is a three-phase or combination pattern? 

8. If in the third phase, where does its time band overlap with the time band for the primary 

cycle trough? This will be the most likely time for the primary cycle trough to occur, 

although it could contract or expand slightly since it is the last phase of the greater cycle. 

9. When are the 2-4 week trading cycle troughs due? If the trend is up, you can buy these as 

corrective declines. 

10. When are the 2-4 week trading cycle crests due? If the trend is down, you can sell these as 

corrective rallies. 

 

Every week and every month these 10 steps in cycle analysis should be updated so that you 

know where you are within each cycle. Knowing where you are will help you to determine which 

trading strategy to employ and is essential to constructing a trading plan. 

 

GROUP EXERCISE:  

 

 Let’s review some current charts in class and identify various time bands for the next primary, 

half-primary, major, and trading cycle troughs and crests using steps provided in this lesson.  

 

Do any of these time bands overlap? 
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USING GEOCOSMIC SIGNATURES, CRDS, AND TECHNICAL STUDIES 

AND CHART PATTERNS TO CONSTRUCT THE TRADING PLAN FOR 

PRIMARY AND INTERMEDIATE-TERM CYCLES  

MODULE LESSON 6 
 

In this lesson you will learn: 

 

1. How to apply geocosmic studies to narrow the time and for primary, half-primary, major 

and trading cycles 

2. Applying price targets to these time bands for cycle troughs and crests 

3. Apply technical studies to further enhance these time bands for cycle troughs and crests 

4. Apply chart patterns to further enhance these time bands for cycle troughs and crests 

 

GEOCOSMIC CRITICAL REVERSAL DATES 

 

1. Prior to every month, it is important to create a list of geocosmic signatures and their critical 

reversal dates that are in effect, +/- 3 trading days. 

2. Determine if there are any Level 1 signatures within 4 trading days of this geocosmic 

critical reversal date. If there are, the reversal is apt to be much sharper than otherwise. 

3. Identify when the time band of these critical reversal dates overlap with a cycle time band 

for a trough or crest. This is very important to your trading plan and market analysis!! 

4. The trading plan should specify what action to take given certain technical setups that arise 

with a rally or decline into this reversal zone. And that action should take into account the 

findings of the trend analysis. In other words, you want to buy corrective declines into these 

critical reversal zones if the cycle studies and trend analysis studies suggest the trend is 

bullish or sell corrective rallies into these critical reversal zones if the cycle studies and 

trend analysis studies suggest the trend is bearish.  

 

ESTABLISH PRICE OBJECTIVES 

 

1. Using all of the price target studies listed in the first part of this course, determine the levels 

of support and resistance that apply to each market for each month and each week. 

2. If the trend is bullish, then determine the price supports for corrective declines and the price 

objectives for resistance above the market. 

3. If the trend is bearish, then determine the price resistance for corrective rallies and the price 

objectives for support below the market. 

4. Pay special attention to any overlap in price targets below or above the market, especially 

if the market enters the time band when a reversal is due, or a cycle trough or crest is due. 

 

THE TECHNICAL AND CHART PATTERN SETUP 

 

 Once the optimal time frame and price target for a market reversal has been identified, the 

market must either rally or decline into this time band in order for the ideal set up to be executed. 

In reality, it is very rare that all of these studies will set up perfectly. In more cases than not, there 

will conflicts between the studies, but you need to ascertain if there is a predominance of these 

studies in one direction over another – and have an alternate scenario based on the minority of 
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these indicators. Nevertheless, for the purpose of market analysis, this is what we look for every 

month and every week in the construction of a trading plan. 

 

 To aid with this effort, it is also important to check the technical picture and various chart 

patterns when the time and price parameters are met. The following is a list of technical studies 

and chart patterns that are of value to identify: 

 

Oscillators 

 

1. The daily and weekly stochastic pattern, or some other oscillator of your choice like RSI. 

When the market is rallying into a time band for a cycle crest and geocosmic reversal 

period, it is best if the stochastics are in overbought territory (i.e. above 80%, even better 

if over 90%).  

2. In cases of severe bearish trends, the stochastics may only recover to the neutral 42-58% 

area for major or trading cycle crests.  

3. It is also important to note if the stochastics are forming a bearish double looping pattern 

above 80% (the higher the better). 

4. Observe if there is a case of bearish oscillator divergence emerging where the market makes 

a new high in price but the stochastic oscillator does not. These latter two conditions 

support the trading plan of going short. 

5. When the market is declining into a time band for a cycle trough and geocosmic reversal 

period, it is best if the stochastics are in oversold territory, i.e., below 20% and better yet 

if under 10%. In cases of strong bullish trends, the stochastics may only fall to the neutral 

42-58% area for a trading or major cycle trough. It is also important to note if the 

stochastics are forming a bullish double looping pattern below 20% (the lower, the better) 

or if there is a case of bullish oscillator divergence emerging where the price makes a new 

low but the stochastic oscillator does not. These latter two conditions support the trading 

plan of going long. 

 

Intermarket Bullish or Bearish Divergence 

 

1. When a market is rallying into a time band for a cycle crest and in a geocosmic reversal 

period, note if a case of intermarket bearish divergence is unfolding with a related market, 

where one makes a new cycle high but the other does not, in different weeks.  

2. When the market is declining into a time band for a cycle trough and geocosmic reversal 

period, note if a case of intermarket bullish divergence is unfolding with a related market 

where one makes a new cycle high but the other does not, in different weeks.  

3. Intermarket bullish and bearish divergence is mostly only important when 1) it happens in 

different weeks, 2) a time band for a cycle trough or crest is in effect and 3) a CRD or Level 

1 geocosmic signature orb is in effect. The odds of being correct are best when all three of 

these criteria are present. 

4. Observe any other technical tools that you are familiar and comfortable with that 

complement the market timing studies used in this methodology. Use them when the 

market enters a time band for a reversal, for they will enhance the probability of getting 

into the market at a favorable price and time as described herein. 
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ADDITIONAL THOUGHTS 

 

 In this course, the primary focus has been on developing trading plans across various time 

horizons. We also started the process of developing weekly and shorter-term trading plans based 

on the primary cycle. 

 

 In the next course, we will delve deeper into shorter-term trading plans, focusing upon the 

weekly and daily analysis. We will also introduce additional support and resistance studies for 

these shorter-term models for more aggressive traders that are used in MMA daily and weekly 

reports. 
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USING GEOCOSMIC SIGNATURES, CRDS, AND TECHNICAL STUDIES 

AND CHART PATTERNS TO CONSTRUCT THE TRADING PLAN FOR 

PRIMARY AND INTERMEDIATE-TERM CYCLES  

QUIZ MODULE LESSONS 4-6 

 

 

1. When developing a longer-term investment analysis or strategy, what are the first two 

steps to take from a market –timing perspective? 

 

 

 

 

2. For cycles of a 3-year or greater duration, which planets do we prefer to see in aspect 

to one another? 

 

 

 

3. What is the primary method in which we determine price targets for long-term cycle 

troughs and crests? 

 

 

 

 

4. What are other ways to determine long-term support and resistance? 

 

 

 

5. When constructing a monthly or weekly trading plan, what are the five steps of analysis 

to apply, and in their order? 

 

 

 

 

6. Once you determine a time band for a primary cycle trough or crest, how do you narrow 

that time band down to smaller range? 

 

 

 

7. Once you narrow your time band down for a cycle trough or crest, what are the next 

steps to take in creating a weekly or monthly trading plan? 

 

 

 

8. Give at least two technical studies or chart patterns that are useful for a trading strategy 

when entering the time band for a cycle reversal? 
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STARTING THE DAILY PLANNING: PIVOT POINTS 

MODULE LESSON 7 

 
Now we will get into a very different way to understand and identify support and resistance 

as part of shorter-term trading plans. You are strongly advised to read Volume 5 of The Ultimate 

Book on Stock Market Timing: Technical Analysis and Price Objectives, Chapters 14-20. 

 

The purpose of this lesson is to learn the formula for calculating Pivot Points for any time 

frame.  

 

In this course, you will learn: 

 

1. How to calculate the pivot point based on daily and weekly market activity 

2. Function of the pivot point 

 

INTRODUCTION AND FORMULA 

 

 “Pivot Points” are the basis for many (but not all) of the calculations that short-term traders 

use to determine daily or weekly (or any time frame’s) support and resistance. Short-term traders 

need to determine support and resistance in order to construct useful trading strategies. As 

mentioned before, it is best to utilize multiple time frames for optimal results. Therefore, in this 

section of the book we will use these formulas for determining weekly and daily pivot points and 

support/resistance zones. 

 

My first introduction to the pivot point (PP) came from a speaker at an MMA conference 

hosted in New York City in 1981. The speaker did not invent the formula, nor did he cite the source 

of where he learned it. The pivot point formula has been around for a very long time, and a check 

on internet search engines will reveal thousands of references to the pivot point, but no original 

source cited. Later on (in other seminars and workshops), I discovered that other technical analysts 

used this same calculation as part of their short-term trading methodology and oftentimes with a 

different name than the pivot point. For instance, noted market technician Charles Drummond 

refers to it as the “1x1 point.” But “pivot point” is an appropriate name for this indicator, because 

various support and resistance areas “pivot” around it. 

 

 The pivot point (or PP) is the average of the high, low, and close for a given time period. The 

formula is simple:  

 

(H+L+C) ÷ 3 = PP 

 

That is, add the high, the low, and the close of the time frame being studied, and divide it by 

three. That number is then the pivot point for the next time period. In fact, this will be the case in 

most of the studies introduced in this course: they apply as pivots, support, or resistance for the 

next time period. If, for example, one takes the high, low, and close of last week’s market trading, 

and divides it by three, that yields the pivot point for this week’s current trading. This is done for 

daily charts as well in order to derive the next day’s pivot point. It can also be done for 60-minute 

and 30-minute (or any time) intervals if you are a day trader. 
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EXAMPLE 

 

Let’s look at a daily chart of the Dow Jones Industrial Average from October 29, 2021 to 

February 8, 2022. The last day of trading shown on this chart is February 8, 2022. On the upper 

center part of the chart, the open, high, low, close, and change of the day are identified. We are 

only concerned with the high, low, and close. On February 8, the high was 35,544.89, the low was 

35,090.42, and the close was 35,462.78.  

 

 
 

To find the pivot point for the next trading day, February 9, add all three and divide by 3.  

 

(35,544.89 + 35,090.42 + 35,462.78) ÷ 3 = 35,366.03.  

 

This price (35,366.03) is thus the pivot point for February 9. 

 

FUNCTION OF THE PIVOT POINT 

 

 By itself, the pivot point has limited use for trading purposes. However, it is necessary to 

calculate because from the pivot point, several support and resistance areas plus trend indicator 

points may be derived from which a variety of trading strategies can be employed.  

 

 On its own, the pivot point of a day’s trading range (high, low and close) represents the neutral 

price area of the next day’s trading of that market. If the close of the day is above it, or if the 

opening of the next day to which it applies is above the pivot point, it means the market is more 

bullish than bearish for the start of that next day. If the close is below it, or if the opening of the 

next day is below its pivot point, it means the market is more bearish than bullish for the start of 
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that next day. Of course, that can change quickly, depending upon any events or economic reports 

that may be announced prior to the next day’s opening.  

 

 In our example earlier of February 8, 2022, the close that day was 35,462.78. It was slightly 

above the next day’s pivot point of 35,366.03. This suggests the market closed slightly bullish, and 

so the next trading day (February 9) may have a slightly bullish bias as it opens. Indeed, on the 

next day, February 9, 2022, the market opened higher and continued higher for the first few hours 

of trading. This is common and to be expected. However, it should not be expected that the market 

will remain bullish throughout the next day. 

 

By itself, the pivot point is not a powerful level of support or resistance. Generally speaking, 

in most cases, the next day’s trading will be both below and above this point. If not, it means the 

market is very bullish (of above) or very bearish (if below). 

 

In a preliminary study of the next day’s trading range in relationship to the pivot point over 

an 8-year period, I found that the next day’s trading range would indeed be both above and below 

the pivot point in about two-thirds of the cases. The other one-third of the days found prices entirely 

above the pivot point (bullish) or below it (bearish). This can be somewhat useful in those cases 

where a trader ended the day on the wrong side of the market. If he or she wants to exit the position 

the next day at a slightly better position than where the market closed, there is a two-thirds 

probability that he can do so at the pivot point or better. 

 

Of course, there are exceptions to this rule, such as when a market closes strongly up or 

strongly down, and near the high or low of the day, respectively. In many of those cases it will not 

make it back to the pivot point the next day.  

 

The same is true when a market gaps strongly up or down the next day, well above or below 

the pivot point for that day. In many of those cases, the market won’t trade on both sides of the 

pivot point. It will either trade the entire day above it (gap up) or below it (gap down). If it fills the 

gap, then often it will find support or resistance at the pivot point. If it closes on the other side of 

the pivot point, then it is probably extremely bullish or bearish, the opposite of what the opening 

suggested.  

 

For example, if a market opens with a gap up, but then fills that gap and closes the day below 

the pivot point, it is probably starting a sharp decline. That’s a bearish signal for the next day. 

Conversely, if a market opens with a gap down, but then closes above the pivot point for that day, 

it is probably starting a healthy rally. That’s a bullish signal for the next day. When this happens, 

one can usually put on a trade in the direction of the break of the pivot point, with a stop-loss above 

or below the opening range of that day, or pivot point. 

 

 Pivot points may act as support or resistance in lower time periods. For instance, the daily 

pivot point may act as support or resistance in the 30- or 60-minute charts of that day. Likewise, a 

weekly pivot point may serve as support or resistance in a daily chart.  
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EXAMPLES  

 

An example of how the pivot point on the weekly chart of the DJIA can act as support or 

resistance on the daily chart can be seen on the following weekly and daily charts for the week 

ending January 21, 2022, shown below. 

 

 
 

The high of the week ending January 21 was 35,661.76. The low of that week was 33,150.33, 

and the close was 34,725.47. Thus, the pivot point (PP) for the next week would be: 

 

Pivot Point = (35,661.76 + 33,150.33 + 34,725.47) ÷ 3, or 34,718.89. 

 

 Now let us look at the daily chart for that next week, as shown on the next page. 

 

Notice that the market started off below the pivot point for the week. But on January 26, the 

high of the day was 34,815.67, which was just above the weekly pivot point. Prices were rejected 

at this level (acted as resistance). However, this is not usually a powerful support or resistance 

level. But the weekly pivot point can act as support or resistance at times in the lower time frames 

(like the daily), especially if it converges with other support or resistance points pertinent to that 

day. By the end of the week, stocks found a floor, and managed to rally to finish just above the 

pivot point by closing at 34,725.47. 
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In the same manner, the pivot point of any time period can serve as support or resistance in 

the next lower time periods. A daily pivot point, for instance can act as support or resistance on a 

30- or 60-minute chart for that day. A 60- or 30-minute pivot point can become the low or high on 

a 5-minute chart. Whatever the pivot point is for any time frame, it can act as support or resistance 

on the next lower smaller frames 

 

 

 
 

 

SUMMARY 

 

 The three main things to remember about pivot points are: 

 

1. They are used in the calculation of more powerful support and resistance areas, as well as 

Trend Indicator Points, as will be discussed shortly. 

2. A market will trade to the level of the pivot point calculated for the next time period in 

approximately two-thirds of cases. In cases where a market closed strongly up or down and 

near the high or low of the day, it may not get back to the pivot point of the next day. The 

same is true in cases where the market gaps sharply up or down at the opening. 

3. Pivot Points may act as support or resistance in lower time periods.  
 

 

 

 

 

 



55  © 2021 Merriman Market Analyst 

 

STARTING THE DAILY PLANNING: PIVOT POINTS 

QUIZ MODULE LESSON 7  
 

 

1. What is the formula for calculating a Pivot Point? 

 

 

 

2. If Gold trades today from a low of 1800 to a high of 1925 and closes at 1855, what is the 

pivot point for tomorrow? 

 

 

 

 

 

3. How often does a market trade back to a pivot point for that day, or that week? 

 

 

 

 

 

4. Under what conditions might it not trade to a daily or weekly pivot point? 

 

 

 

 

 

5. Under what conditions do pivot points sometimes act as support or resistance? 

 

 

 

 

6. What is the Pivot Point for the DJIA for this upcoming week? 
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THE TREND INDICATOR POINT (TIP) 

MODULE LESSON 8 

   

 
The purpose of this lesson is to learn the formula for calculating the Trend Indicator Point, or 

TIP, for any time frame.  

 

In this course, you will learn: 

 

1. How to calculate the Trend Indicator Point (TIP) based on daily and weekly market 

activity 

2. Function of the TIP 

 

INTRODUCTION 

 

The phrase “Trend Indicator Point,” or TIP, was adopted by Ray from the works of Charles 

Drummond, who calls this calculation the “Dot.” We prefer “Trend Indicator Point,” because that 

describes its function: it becomes a point upon which one can ascertain a trend run up or down, 

according to Drummond’s Market Geometry concepts (which is highly recommended to learn in 

greater detail than will be taught here).  

 

As stated in Volume 5, after meeting Charles Drummond in 1985, “I soon realized that no 

one knew ‘price geometry’ quite like Drummond. Yet he is seldom cited for his remarkable 

contributions to this field of study. You can go to internet search engines and type in terms like 

‘bullish triggers,’ ‘bearish triggers,’ ‘bullish and bearish crossover zones,’ and ‘trend runs up and 

down.’ These are just some of the many market terms that Drummond used in his works. And yet 

you won’t find him cited for the way he used these terms in market analysis, which is every bit as 

valuable as the way others apply these terms. So, it is my hope that this section of Volume 5 will 

correct that lack of credit given to this remarkable technician who has contributed so much to the 

field of technical market analysis and price objective studies.” 

 

In order to understand Drummond’s use of these terms, we have to first understand the “Trend 

Indicator Point” (TIP), or “Dot,” as Drummond calls it. It is the basis for understanding whether 

the market is in a short-term trend run up, neutral (congestion), or trend run down.  

 

FORMULA 

 

The Trend Indicator Point (TIP, or Dot) is a three-day, or three-week (or 3 of whatever time 

frame one wishes to use) moving average, or the average of the high, low, and closing prices over 

the previous three time periods. More specifically, it is the sum of the last three Pivot Points 

divided by three. The formula to calculate TIP is: 

 

TIP = (PP1 + PP2 + PP3) ÷ 3 
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In this formula, PP1 represents the pivot point of the first day, and PP2 and PP3 the pivot points 

of the second and third days used in the calculation. Like the Pivot Point itself, the Trend Indicator 

Point applies to the next time frame’s trading. 

 

EXAMPLE 

 

Let us assume the last 3 days of trading figures for stock XYZ are as follows, where H 

represents the high of that day, L represents the low, and C represents the close: 

 

Day     H     L     C 

 

 1  75.50 71.20 73.75 

 2  77.00 73.25 76.80 

 3  79.20 75.50 76.20 

 

Our first step is to calculate the pivot point (PP) for each day. As discussed before, this is 

simply the average of the high, low, and close for each day, applied to the next day. In other words, 

today’s high, plus low, plus close, divided by three, gives us the pivot point (PP) for the next day’s 

trading. Or PP = (H + L + C) ÷ 3. 

 

Now, let us calculate the Pivot Point for each of the following days: 

 

Day     H     L     C     PP 

 

 1  75.50 71.20 73.75  

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4        76.97 

 

 Notice how the pivot point for day 2 is based on the daily high, low, and close of day 1. The 

PP for day 3 is based on the trading range and close of day 2, and the PP for day 4 is calculated 

for the high, low, and close of day 3. Whatever happens in the current time frame creates the 

numbers for the next time frame of the same duration. In this case, we are using a daily chart. 

However, the same calculations can be constructed from weekly, monthly, and yearly charts, or 

60-minute and 30-minute charts, as well. 

 

 Once we have three pivot points, we can calculate the trend indicator point (TIP) for the time 

frame pertaining to that third pivot point. In this case, TIP = (73.48 + 75.68 + 76.97) ÷ 3, or 75.38. 

The trend indicator point for the fourth day is 75.38. On our table, it would look like this: 
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Day     H     L     C     PP   TIP 

 

 1  75.50 71.20 73.75  

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4        76.97  75.38 

 

FUNCTIONS OF TIP 

 

 The main function of the TIP is to determine when a market is in a trend run up, trend run 

down, or neutral, within the time frame being analyzed (daily or weekly for this course). There are 

other terms to describe the trend status of a market via this method, such as “on edge, trend run 

up,” or “on edge, trend run down,” which will be discussed in the next chapters. 

 

 Sometimes the TIP will also act as support or resistance, especially when it falls within daily 

or weekly support and resistance zones, which will be discussed in a future lesson. In cases where 

the daily or weekly TIP falls within the daily or weekly support zone, it usually means the market 

is very bullish. However, if it breaks below that range intraday or intraweek, it switches to bearish. 

Likewise, when the daily or weekly TIP falls within the daily or weekly resistance zone, it usually 

means the market is very bearish. However, if it breaks above that range intraday or intraweek, it 

switches to bullish 
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THE TREND INDICATOR POINT (TIP) 

QUIZ MODULE LESSON 8  
 

1. What is the formula for the Trend Indicator Point (TIP)? 

 

 

 

 

 

2. What is the name Charles Drummond uses for this figure we call TIP? 

 

 

 

 

 

 

3. Today is Monday, May 2. What is the weekly TIP for: 

 

A. DJIA 

B. GLD 

C. Euro cash 
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TREND RUNS UP, TREND RUNS DOWN, NEUTRAL  

MODULE LESSON 9 

 
 The purpose of this lesson is to determine whether a market is in a Trend Run Up, Trend Run 

Down, or Neutral.  

 

 In this lesson, you will learn: 

 

1. How to determine if a market is in a Trend Run Up 

2. How to determine if a market is in a Trend Run Down 

3. How to determine if a market is in Neutral 

 

INTRODUCTION 

 

We discussed trend runs in Course 1 and 5 in reference to moving averages.  

 

As mentioned then, when prices are above two moving averages that apply to a cycle and one 

of its phases, and the shorter moving average is above the longer one, it is known as a trend run 

up.  

 

Since the trend indicator point (TIP) is based on a 3-bar moving average, its relationship to 

prices and trend indicator points of different time frames can also be used to identify a market that 

is in a trend run. For instance, if the price of a market is above both the daily and weekly trend 

indicator point, and the daily is above the weekly, one could surmise that the market is in a trend 

run up, just as discussed in the chapter on moving averages. Conversely, if prices are below both 

the daily and weekly trend indicator points, and the daily is lower than the weekly, one could 

conclude the market is in a trend run down.  

 

Drummond would advise his students to simply “follow the Dot.” If it (TIP) is rising from 

one time frame to the next, the market is moving up. It is bullish. If the Dot (or TIP) starts to 

decline, then the market may also be starting to reverse downwards. If it continues moving down, 

then the market trend is bearish. That’s the most simple and practical way to use the three-day 

moving average, known as the “Dot,” or Trend Indicator Point (TIP). 

 

 Drummond also discussed another way to view the trend based on the relationship of closing 

prices to the Dot. If the market closed three consecutive periods above the trend indicator point 

(TIP), Drummond considered the market as being in a new “trend run up” for the time period being 

examined. If it closed three consecutive periods below the TIP, it was considered a “trend run 

down.” At all other times, the market was considered neutral, or in congestion. We have added a 

caveat to this determination: the market must also close up on the third day it is above the TIP to 

be considered a trend run up, or close down on the third day it below the TIP to be considered a 

trend run down. Until then, it is neutral. 
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ESTABLISHING THE TREND STATUS OF THE MARKET: TREND RUNS UP, DOWN, 

AND NEUTRAL 

 

The first step to establishing the short-term trend status of a market via use of the Trend 

Indicator Point (TIP) is to identify the relationship of at least the last three closing prices to the 

TIP. To illustrate how this works, let us return to our prior example and add more daily prices in 

order to achieve at least three days of trend indicator points. We will also add a column called 

“Status.” 

 

Day     H     L     C     PP  TIP   STATUS 

 

 1  75.50 71.20 73.75  

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38 

 5  79.50 77.95 79.45 77.47 76.70 

 

 6  80.50 79.55 80.25 78.97 77.80  UP 

 7        80.10 78.85  UP 

 

 Notice on days 4, 5, and 6 that prices closed above the TIP for that day. In other words, there 

were three consecutive daily closes above the TIP. You can also see that the TIP was rising each 

day above the prior day’s level. Therefore, this market can be assigned a “trend run up” status on 

the daily chart as of the sixth day of trading. We will designate that status as UP, or U. As long as 

prices continue to close above the TIP, and especially if the TIP is rising each day, this market is 

in a trend run up, via these rules. As soon as it closes below the TIP, it is downgraded to neutral. 

Furthermore, if the market close three consecutive days below the TIP, it will be downgraded 

further to a trend run down. In this case, the value of the TIP may also be declining over 

consecutive days, although that is not always the case.  

 

Additionally, we should be aware of instances in which the rate of change in TIP from one 

period to the next begins to diminish. This is a warning that the trend may be about to change. In 

any event, we will designate the status of these changes in the column marked STATUS. In this 

column, a trend run up status is shown as U, a trend run down as D, and neutral as N. And there 

may be exceptions to this assignment of trend indicator status that will be introduced shortly, as a 

result of Ray’s observations regarding this indicator since 1985. 
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Before getting to those exceptions and other possible ways to rate the trend, let us construct 

closes that are now below the TIP. Let us have day 7 close below it. 

 

Day     H     L     C     PP  TIP  STATUS 

 

 1  75.50 71.20 73.75  

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38  

 5  79.50 77.95 79.45 77.47 76.70   

 6  80.50 79.55 80.25 78.97 77.80  U 

 7  80.00 77.15 78.75 80.10 78.85  N 

 8        78.63 79.23 

 

 In this example, the seventh day closed at 78.75, which was slightly below the TIP that applied 

to that day at 78.85. Therefore, after closing above the TIP for three consecutive days, it then 

closed below it on the fourth day. Hence the short-term trend of this market was downgraded from 

a trend run up to neutral. Notice that the TIP itself did not decline from the prior day, so it was 

not necessarily the start of a reversal. It may just be pausing or entering into a short-term 

congestion. Nevertheless, it will stay in a neutral status until it closes three consecutive days below 

the trend indicator point, at which time it will then be downgraded further to a trend run down (D). 

It could also resume its uptrend by closing three consecutive days above TIP, in which case it 

would be upgraded back to a trend run up. In fact, it may be upgraded to a trend run up if it closes 

back above the TIP the very next day, given that TIP itself never turned down. 

 

 Let us return to the example and demonstrate how a trend run down would look. 

 

Day     H     L     C     PP  TIP  STATUS 

 

 1  75.50 71.20 73.75  

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38 

 5  79.50 77.95 79.45 77.47 76.70   

  

 6  80.50 79.55 80.25 78.97 77.80  U 

 7  80.00 77.15 78.75 80.10 78.85  N 

 8  79.20 76.50 78.80 78.63 79.23  N 

 9  78.50 74.95 75.00 78.17 78.96  D 

 

 Notice that after day 7 closed below TIP, this downgraded the market to neutral. Day 8 also 

closed below TIP. It remained neutral. Notice also that the TIP itself has not yet started to decline 

from the prior day. We see that on day 9, the market closed below TIP for the third consecutive 

day. Thus, the status of the short-term market trend is now downgraded further, to a trend run 

down (D). The TIP had also declined from the prior day, supporting this downgrade in trend. In 
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these 9 days, the market changed from trend run up (day 6), to neutral (days 7 and 8), to a trend 

run down (day 9). 

 

 These, then, represent the basic principles or rules of trend analysis on a short-term basis as 

introduced by Charles Drummond. In this next lesson, we will introduce corollaries to these rules, 

and other rules that we use at MMA. 
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TREND RUNS UP, TREND RUNS DOWN, NEUTRAL  

QUIZ MODULE LESSON 9  
 

1. What is the first step to establishing the short-term trend status of a market using the 

Trend Indicator Point (TIP)? 

 

 

 

 

 

2. How many consecutive days must a market close above the TIP in order for it to be 

considered a Trend Run Up status on the daily chart? 

 

 

 

 

 

3. If a market closes three consecutive days below the daily TIP, and then closes back above 

it, what is its status? 

 

 

 

 

 

 

4. In the following table of daily high, low, and closes, calculate the PP, TIP and status. 

 

Day   H       L        C      PP   TIP  STATUS 

 

  1 24.48 23.92 24.32 

2 24.36 23.66 23.75 

  3 23.57 23.21 23.21 

 

  4 23.35 23.10 23.15 

5 23.21 22.90 23.00 

  6 23.39 22.91 23.35 

 

  7 23.75 23.40 23.72 

8 24.45 23.75 24.40 

9 24.40 24.01 24.09 
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CONFIRMED AND NON-CONFIRMED TREND RUNS AND 

INTERRUPTIONS TO THE TREND 

MODULE LESSON 10 
 

 

 The purpose of this lesson is to learn more detailed modifications of what constitutes a valid 

trend run up or down. It is also to learn the meaning of an “on edge” trend run up or down, and an 

interruption to a trend run up or down. 

 

 In this lesson, you will learn the following: 

 

1. A non-confirmed trend run up or down 

2. A confirmed trend run up or down after the third day 

3. Interruptions of trend runs and their resumption 

4. Downgrades back to neutral after interruptions to trend run up or down 

 

INTRODUCTION 

 

 After using Drummond Market Geometry in real time for over 35 years, Ray determined that 

some modifications could be applied that would prove to be very useful in actual practice. We will 

refer to these as “corollaries” to the basic rules of short-term trend analysis. 

 

NON-CONFIRMED TREND RUN UP AND DOWN 

 

If the close of a market is above the TIP for three consecutive days (weeks, months, or 

whatever time frame is being analyzed), it is not necessarily upgraded from neutral to a trend run 

up, unless the close of the third day is also an “up” day from the close of the prior day.  

 

That is, if the market closes down from the previous day on the third day that it above the 

Trend Indicator Point (TIP), its status remains neutral. This is true even if the close is above the 

TIP on the fourth or even fifth day, but still down from the previous day’s close. That is, the close 

may be above the TIP for four consecutive days, but if the close on the third and fourth days was 

below the close on each of those prior days, it still remains neutral. The trend run up is thus not 

yet confirmed. 

 

The following is an illustration of a non-confirmed trend run up. As shown here, the close was 

above the TIP on the third and fourth days (6 and 7, shown with an asterisk*), but each day closed 

below the prior day’s close. Therefore, it remained with a “neutral” status. 
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Day     H     L     C     PP  TIP   STATUS 

 

 1  75.50 71.20 73.75 

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38  N 

 5  79.50 77.95 79.45 77.47 76.70  N 

  

 6  80.50 79.15 79.35 78.97 77.80  N* 

 7  80.00 77.15 79.10 79.67 78.70  N* 

 

If the close is below the TIP for three consecutive days (weeks, months, or whatever time 

frame is analyzed), it is not necessarily downgraded from neutral to a trend run down unless the 

close of the third day is also down from the close of the prior day.  

 

That is, if the market closes up from the previous day, it remains neutral, even though that 

close was below the TIP for the third consecutive day. This is true even if it happens on the fourth 

or fifth day. The close may be below the TIP for four consecutive days, but if the close on the third 

and fourth days are above the close on each of the prior days, it still remains neutral. The trend run 

down is thus not yet confirmed. 

 

The following is an illustration of a non-confirmed trend run down. As shown here, the close 

was below the TIP on the 9th day for the third consecutive time, but it was above the prior day’s 

close. Therefore, it remained with a “neutral” status rather than be downgraded to a trend run down 

(shown with an asterisk*). On the 10th day, it closed down for the 4th consecutive day, and it was 

a down day, so the trend run down was confirmed. 

 

Day     H     L     C     PP  TIP  STATUS 

 

 1  75.50 71.20 73.75 

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38 

 5  79.50 77.95 79.45 77.47 76.70 

 

 6  80.50 79.55 80.25 78.97 77.80  U 

 7  80.00 77.15 78.75 80.10 78.85  N  

 8  79.50 78.00 78.25 78.63 79.23  N  

 9  79.00 78.00 78.50 78.58 79.10  N* 

10  78.45 77.00 77.10 78.50 78.57  D 
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A CONFIRMED TREND RUN UP OR DOWN ON THE FOURTH OR FIFTH DAY 

 

If the market closes above the TIP on the third day, but it is a down day, it is an unconfirmed 

trend run up, and officially remains neutral. If it then closes up and above the TIP on the 4th or 

even 5th day, it is then upgraded from neutral to a trend run up. That is, if the close was above the 

TIP for three consecutive days, but on the third day the market closed down, it remained neutral. 

If on the fourth day the close was up from the prior day and still above the TIP, it is upgraded to a 

trend run up. If the close was above the TIP on the fourth day, but it was still a down day, it can 

be upgraded to trend run up if the close is up on the fifth day and also above the TIP that day. 

 

If the market closes below the TIP for three straight days, but the third day is an up day, it is 

an unconfirmed trend run down, and remains neutral. If it then closes below the prior day’s close 

and TIP on the 4th or even 5th day, it is downgraded from neutral to a trend run down. That is, if 

the close was below the TIP for three consecutive days, but on the third day the market closed up, 

it remained neutral. If on the fourth day the close was down from the prior day and still below the 

TIP, it is downgraded to a trend run down. If the close was below the TIP on the fourth day, but it 

was still an up day, it can be downgraded to trend run down if the close is down on the fifth day 

and also below the TIP. An example of this can be seen in the previous table on the 10th day. 

 

INTERRUPTIONS OF TREND RUNS AND THEIR RESUMPTION 

 

Once the market is in a trend run up, it is downgraded to neutral on the first day it closes back 

below the TIP. However, if the close of the next day is back above the TIP and also an up day, it 

is upgraded again and the trend run up is resumed. It does not require three new consecutive days 

above the TIP to be upgraded back to a trend run up.  

 

Our weekly studies have shown an interesting caveat to this pattern. If the trend run up has 

lasted at least 3 weeks and is then interrupted, and then the next week it resumes up again, that 

resumption of the uptrend tends to last only last 1-4 weeks before returning back to neutral. The 

same thing tends to happen with the daily chart, except sometimes it can last up to 7 days before 

the resumption ends. 

 

Once the market is in a trend run down, it is upgraded to neutral on the first day it closes back 

above the TIP. However, if the close of the next day is back below the TIP and also a down day, it 

is downgraded again and the trend run down is resumed. It does not require three new consecutive 

days below the TIP to be downgraded back to a trend run down.  

 

Our studies on this pattern have also shown the same interesting caveat as in the interrupted 

trend run up. If the trend run down has lasted at least 3 weeks and is then interrupted, and then the 

next week it resumes down again, that resumption of the downtrend tends to only last 1-4 weeks 

before returning back to neutral, i.e., closing back above TIP. The same thing tends to happen with 

the daily chart, except sometimes it lasts up to 7 days before the resumption ends. 
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 Let’s look at example of these concepts in the GLD chart shown here. We will start March 

24. GLD had been in a trend run down since March 17. March 24 was the 6th consecutive day 

below the daily TIP, as this example begins. 

 

Notice what happened April 2-4. After being in a trend run down for several days, GLD closed 

above the daily TIP, thus upgrading the status to neutral. It interrupted the trend run down. 

However, the next day it closed down and below the daily TIP again, turning the status back to a 

trend run down. When the status of a trend run down run up is interrupted for one day, and then 

goes back to the prior trend run, the MMA theory holds that it will likely reverse that interrupted 

trend run again back to neutral within the next 7 trading days, and probably only the next 4 days. 

In the case above, that is what happened, and it led to a very nice 7-day rally of over 5 points.  
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Day     H      L      C     PP   TIP STATUS 

 

3/24  127.14 126.03 126.18 128.65 128.39  D 

3/25  126.82 126.24 126.41 126.45 127.68  D 

3/26  126.38 125.13 125.41 126.49 127.20  D 

3/27  125.29 124.21 124.59 125.64 126.19  D 

3/28  124.96 123.88 124.56 124.90 125.61  D 

 

3/31  124.79 123.57 123.61 124.47 124.93  D 

4/1  123.85 123.11 123.39 123.99 124.45  D 

4/2  124.75 124.19 124.32 123.45 123.92  N 

4/3  124.26 123.59 123.92 124.42 123.95  D 

4/4  125.96 124.86 125.57 123.92 123.93  N 

 

4/7  125.47 124.84 124.91 125.46 124.60  N 

4/8  126.34 125.90 126.09 125.07 124.82  U 

4/9  126.72 125.33 126.32 126.11 125.55  U 

4/10  127.37 126.82 127.01 126.12 125.77  U 

4/11  127.31 126.73 126.93 127.06 126.43  U  
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CONFIRMED AND NON-CONFIRMED TREND RUNS AND 

INTERRUPTIONS TO THE TREND 

 QUIZ MODULE LESSON 10 
 

1. What is a confirmed trend run up? What is a non-confirmed trend run up? 

 

 

 

 

 

 

 

 

 

2. What is a trend run down? What is a non-confirmed trend run down? 

 

 

 

 

 

 

 

 

 

3. What has to happen for a trend run down to be confirmed as late as the 4th or 5th day after 

closing below the TIP? 

 

 

 

 

 

 

 

 

4. What does it mean when a trend run is interrupted? 

 

 

 

 

 

 

 

5. When a trend run up is interrupted after at least three days, and then resumes the next 

day, what tends to happen in the following few days? 
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“ON EDGE” TREND RUNS UP AND DOWN 

MODULE LESSON 11 

 

The purpose of this lesson is to understand and identify cases of an “On Edge Trend Run 

Down” and “On Edge Trend Run Up.” 

 

In this lesson, you will learn: 

 

1. The criteria for an “On Edge, Trend Run Up” 

2. The criteria for an “On Edge, Trend Run Down” 

3. Pauses in a Trend Run 

 

“ON EDGE, TREND RUN UP” 

 

 A market can be upgraded from neutral even when it hasn’t closed three consecutive days 

above the TIP. For instance, the market might have such a powerfully strong rally that it closes not 

just above the TIP, but also above the high of at least the trading cycle. It is better if it is above the 

last major cycle high. It forms a new cycle high on a powerful up day. However, it is only the first 

or second day above the TIP. In this case, the TIP may be upgraded from neutral to “on edge, trend 

run up.” For all intents and purposes, an “on edge trend run up” is just as bullish as the third day 

up that creates a trend run up status. In fact, it is even more so because the market has closed at a 

new multi-week high, so it has momentum clearly in its favor. 

 

When it exhibits three closing days above the TIP, and the third day is also an up day, it can 

be upgraded further to a trend run up, from an “on edge, trend run up.”  

 

If the next day is a close down, then the “on edge, trend run up” status is either downgraded 

to neutral if it is below TIP or daily support, or can remain as an “on edge, trend run up,” if the 

close remains above TIP. If the close is below support, it could mean that the big rally was a fake 

out. 

 

“ON EDGE, TREND RUN DOWN” 

 

A market can be downgraded from neutral even when it hasn’t closed three consecutive days 

below the TIP. For instance, the market might have such a powerfully strong decline that it closes 

not just below the TIP, but also below the low of at least the current trading cycle so far. It forms 

a new cycle low on a powerful down day, although it is only the first or second day below the TIP. 

In this case, we can downgrade the TIP from neutral to “on edge, trend run down.”  

 

When it exhibits three closing days below the TIP, and the third day is also a down day, it can 

be downgraded further to a trend run down, from an “on edge, trend run down.” This is a strong 

sign that the trend status is changing and just as powerful as a trend run down in most cases. 

 

If the next day is a close up, then the “on edge, trend run down” status is either upgraded to 

neutral if it is above TIP or resistance, or it can remain as an “on edge, trend run down” if the close 
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remains below TIP or resistance. If the close is above resistance, it could mean that the big decline 

was a fake out. 

 

EXAMPLE 

 

 Let’s assume the highest price in a market cycle so far has been 80.50. After reaching that 

high, it pulls back for a couple of days and closes below the daily TIP for two consecutive days. It 

is neutral. The next day it trades much higher and closes above the 80.50 high of the cycle prior to 

that time. The close is above the daily TIP for the first time in three days. Normally this would still 

be considered a neutral status, for it hadn’t closed above TIP for three straight days. However, the 

rally was so strong it made a new cycle high and closed near the high. In such a case, the status is 

greater than no change, or neutral. We will consider it an “on edge, trend run up,” to reflect the 

reality that it is making a new cycle high. 

 

 The next day might be a lower close, but still above the TIP. If so, it would either be 

downgraded back to neutral or remain in an “on edge, trend run up,” depending on the close. 

However, if the next day is a close up and again above TIP, it is upgraded to a full trend run up. 

 

 This example would appear as follows: 

 

Day     H     L     C     PP  TIP   STATUS 

 

 1  75.50 71.20 73.75 

 2  77.00 73.25 76.80 73.48 

 3  79.20 75.50 76.20 75.68 

 4  78.15 76.25 78.00 76.97 75.38  N 

 5  79.50 77.95 79.45 77.47 76.70  N 

 

 6  80.50 79.55 80.25 78.97 77.80  U 

 7  80.00 77.15 79.10 79.67 78.70  U 

 8  79.40 78.50 78.85 78.63 79.23  N 

 9  80.00 78.85 79.20 78.92 79.21  N 

10  82.50 80.00 82.45 79.35 78.97      OEU 

 

11  83.50 82.00 82.25 81.65 79.97  N or OEU 

12  84.90 82.00 84.60 82.58 81.19  U 
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PAUSES IN A TREND RUN 

 

There will be cases where a market closes right on the TIP. In these cases, the status of the 

trend (trend run up, down, or neutral) that was in effect remains intact. This is a warning that a 

trend run up or down may be about to change.  

 

For example, if the market has been in a trend run up, and then the close of the current day is 

exactly on the TIP, it remains in a trend run up. If on the next day it closes below the TIP, it 

reverses from trend run up to neutral. Furthermore, this means that the market has not closed above 

the TIP for two consecutive days. If the next day is a down day and also below the TIP, it will be 

downgraded from neutral to trend run down. 
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“ON EDGE” TREND RUNS UP AND DOWN 

QUIZ MODULE LESSON 11  
 

1. What is an “on edge” trend run up? What is an “on edge” trend run down? 

 

 

 

 

 

 

 

 

 

2. When does an “on edge” trend run down become a full trend run down? 

 

 

 

 

 

 

 

 

 

3. What constitutes a “pause” in a trend run up or down? What does it warn? 

 

 

 

 

4. Please label the trend status for each day in the following example, which assumes the 

trading cycle low was 71.20. Also calculate the PP and TIP 

 

Day     H     L     C     PP  TIP   STATUS 

 

1  75.50 71.20 73.75 

2  77.00 73.25 76.80  

3  79.20 75.50 76.20  

4  78.15 76.25 76.25  

5  76.00 73.50 73.50  

 

6  73.20 70.70 71.00  

7  71.70 70.50 71.20  

8  71.00 69.00 69.40  

9  72.50 69.50 72.36  
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SUMMARY OF LESSONS ON TIP AND TREND STATUS 

MODULE LESSON 12 
 

 It is important in your education to know these terms, and the market conditions that give rise 

to a certain status of the market for a particular day, week, or whatever time frame we refer to. 

This enables us to communicate in the same language, or rather a standard language when 

addressing the status of a market. It also provides an indication what the market might do next, a 

guideline for possibly adjusting our trading plan. 

 

The following is a summary of the previous lessons regarding the Trend Indicator Point (TIP) 

and the status of the market trend related to these concepts. 

 

1. A market’s trend status is neutral until there are three consecutive closes above or below 

the trend indicator point (TIP).  

 

2. Once a market closes three consecutive times above the TIP, it is upgraded to a trend run 

up. However, if the third close is not also higher than the close of the previous period’s 

close, the trend run up is not confirmed. It remains neutral. It will be a confirmed trend run 

up when the following period’s close is higher than the prior bar’s close, assuming the price 

still closes above the TIP. 

 

3. Once a market closes three consecutive times below the TIP, it is downgraded to a trend 

run down. However, if the third close is not also lower than the previous period’s close, 

the trend run down is not confirmed. It remains neutral. It will be a confirmed trend run 

down when the following period’s close is lower than the prior bar’s close, assuming the 

price still closes below the TIP.  

 

4. Most weekly trend runs up and trend runs down end after the 7th consecutive week of closes 

above or below the weekly TIP. 

  

5. A daily or weekly trend run up or down may be interrupted for one week or one day and 

then resume its prior trend. When an interruption happens for only one week, after being 

in a trend run for at least three weeks, then the resumed trend run up or down tends to end 

within the next 4 weeks. In studies of daily charts, the resumed trend run sometimes lasted 

as long as seven days, but in many cases, only one day (see studies in Volume 5, Chapter 

16), and in most cases, four days or less. 

  

6. A market may be upgraded to an “on edge trend run up” even before it exhibits three 

consecutive closes above the TIP. That happens when the close is so sharply higher that it 

is above the prior high of the cycle, even though it may only be the first or second time 

frame in a neutral status. It is fully upgraded to a trend run up if the close is above the TIP 

for three consecutive days and the third day is an up day. 

 

7. A market may be downgraded to an “on edge trend run down” even before it exhibits three 

consecutive closes below the TIP. That happens when the close is so sharply lower that it 

is below the prior low of the cycle, even though it may only be the first or second time 



76  © 2021 Merriman Market Analyst 

 

frame in a neutral status. It is fully downgraded to a trend run down if the close is below 

the TIP for three consecutive days and the third day is an up day.  
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PRACTICUM ON SUMMARY OF LESSONS ON TIP  

AND TREND STATUS 

MODULE LESSON 12 

 

 
Using the format given in these lessons, find the weekly high, low, and close of the last 7 

weeks in the nearby S&P e-mini contract or nearby Gold contract and calculate the Pivot Point, 

TIP, and Trend Status for each of these weeks. 

 

 

 


