Support & Resistance
As Taught by Bubble

REMEMBER !!!!

BUYERS ENTER THE MARKET AT SUPPORT
SELLERS ENTER THE MARKET AT RESISTANCE
PART 1

We looked at the basics of support and resistance is formed.
If you have read the first post and decided to participate and taken my advise about looking at a blank chart with no indicators and marking some peaks and troughs here is how your chart should look.

First of all its pointless trying to look at a chart using the full height and width of the screen,so ive posted a blank indicator which you should load onto the screen three times so your screen looks the same as the picture below.

Here are the basic rules that you will need, when i say basic thats what they are nevertheless do not dismiss them ,as these rules are the basis for all the systems and indicators that are being created on this and other forums.

Resistance is any part at which the market stopped going up and turned down
Support is any part at which the market stopped going down and turned up 
An uptrend is a series of rising peaks and troughs
A downtrend shows a series of descending peaks and troughs. 
A sideways trend is a series of horizontal peaks and troughs, with prices moving within a range, failing to make new highs at the top of the price range and failing to make new lows at the bottom of the price range
Role Reversal
One of the most interesting phenomena regarding support and resistance occurs when the price is finally able go above and beyond an identified support or resistance level. 
[/b]When this happens and a previous trough is broken it is not uncommon to see this previous level of support change its role and become a new area of short-term resistance. 
The opposite of this process occurs when the price breaks above resistance or previous peak.,this area now becomes a new area of short term support.

Attached Images

PART 2

We looked at the differents types of trends and role reversal.
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Lets take a look at a SIDEWAYS TREND (commonly known as ranging)

Look at the chart see how the price travels between its high and low and each time fails to make a new high or low, eventually a breakout of the low takes place ,notice the retest of the low after the breakout.

In the next part we will take a look at ROLE REVERSAL and how S/R works with REVERSALS .
In later parts we will look at the relationship between the area on the charts that we have identified as S/R levels and see how they confirm each other on the higher timeframes.
We will look at how far the price can move into its previous range.
Entry techniques for the different types of trend.
Where to place stop loss using our s/r lines and most importantly where to place our profit targets.

REMEMBER 

BUYERS ENTER THE MARKET AT SUPPORT AND TAKE CONTROL FROM THE SELLERS
SELLERS ENTER THE MARKET AT RESISTANCE AND TAKE CONTROL FROM THE BUYERS

***

A break out is one way to trade s/r , there are other situations that we can use s/r ,what about reversals ,what about trend continuation .

eg. the market pulls back on the 60m chart to form a top but when you check the 4hr chart and that top is a resistance and the daily trend is down then you know the trend is about to continue.

Its a common misconception that unless a s/r level is broken we are in a range.

eg. price on a 60m chart forms a rising double bottom that means a low and then a higher low ,on the 240 chart that bottom is clearly a support a line, 
the daily is showing a series of higher highs and higher lows with the area around the current price as clearly being a retest of a previous peak(role reversal).

BUYERS ENTER THE MARKET AT SUPPORT AND TAKE CONTROL FROM THE SELLERS
SELLERS ENTER THE MARKET AT RESISTANCE AND TAKE CONTROL FROM THE BUYERS

Its important to understand the relationship between timeframes to be able to use s/r effectively.
	Originally Posted by gordon 

How do you gauge the strength of you S&R ? I notice small crosses on your charts are these fractals? 

I use a multi fractal indicator which allows me to see multi time frame S&R which gives me a better idea of there strength

Gordon



Hi gordon,

the crosses on the charts are turning points that are created by large institutions , i placed the crosses there just to show where the market turns, when the market creates a turning point thats when we go to work to see if we can match it up according to the rules of s/r ,strenth can be gauged by confirming with the higher timeframes eg if a turning point matches an identified area of support on the higher timeframes this lends more weight to that area and buyers are more likely to enter the market in sufficient numbers to ovewhelm the sellers.

bubble
***
patience
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Post 22
Role Reversal 



Lets move on to ROLE REVERSAL

""Another principle of technical analysis stipulates that support can turn into resistance and visa versa. Once the price breaks below a support level, the broken support level can turn into resistance. The break of support signals that the forces of supply have overcome the forces of demand. Therefore, if the price returns to this level, there is likely to be an increase in supply, and hence resistance. 

The other turn of the coin is resistance turning into support. As the price advances above resistance, it signals changes in supply and demand. The breakout above resistance proves that the forces of demand have overwhelmed the forces of supply. If the price returns to this level, there is likely to be an increase in demand and support will be found.""

"" quote from stockcharts.com"

Role reversal can occur during a trend or at a reversal known as a V bottom. or top.
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Post 39
Malcik

When you have identified an area of support look at how many minor swings there has been to this support ,enter on the second or third swing back to support , so the price would have to bounce of your area of support at least once and move higher then return to support place the stop loss under the low of the lowest swing.

For the exit assuming the trade goes ok find the last peak, when the price hits this peak move your stop to B/E +1 and close half your position ,let the other half ride because if your trade is with the trend the price will normally go to the next peak, if your taking a counter trend trade exit at the first peak.

Dont forget to note any points of resistance on the HTF when looking for the exit.

I hope this clears up some of the points you raised.

bubble
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Part 3 

In this part we will look at the role that different timeframes play in support and resistance.


Multiple time frame analyses is based on the concept that every time period has it’s own trend and also it’s own support and resistance levels.

Its important to be able to confirm your s/r level with the HTF to give confidence and to gauge the strength of the trade clearly if the s/r is minor ie eminates from the tading timeframe the move may not be as long as one that eminates from the HTF.

The easist way to show this will be to post some charts.
Post 41
Gbpusd Example Of Timeframe Confirmatin 



As you can see in the charts the 60m chart is the trading timeframe notice how the price came through the previous trough made a new low and then went back up to test the previous low bounced off resistance and carried on down to make a new low.
The 240m chart confirms the s/r area ,same line used on the 60 min chart matches nicely.

A very nice example of role reversal higher timeframe confirmation.
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Post 47

jackt

There have been many studies carried out regarding timeframes
( elder,dow,etc) and i am in agreement that every timeframe relates to another by approximately the factor of 5, remember that every timeframe has its trend we at least need to know if we are with the higher timeframe trend or against it ,trading with the trend on one timeframe higher gives good results ,whilst having 2 or more in the same direction is clearly much more to our advantage.


So if your trading on the

15 use 60m/240 for trend
60m use 240/daily for trend
240/daily/weekly for trend


"enter on the second or third swing back to support" this always refers to the timeframe you are trading on.


As far as the GBPUSD example is concerned at the moment it is counter to the trend on the higher timeframes it would be a dangerous situation to automatically reverse a position, we wait for a turning point and analyse the market further at that point reason being that this could turn into a break out thats one thing that nobody can foresee except the institutions that create it.


bubble
Post 51
Guyver,

Looking at the chart the support area is a bit lower if you look at my chart you can see it should be on the first peak lower down ,the price went up made a new high and then retraced back to the previous area of resistance which now becomes support , we enter the trade on the second retrace to support, if the price did not come back to retest then there would be other trades.

You can see on the 60 min chart how the roles of s/r are reversed as that trough on the left now becomes resistance and that is the exact same line from the 15 min chart.

On the 4 hourly we can see how the same line was tested 4 times before the price went lower, that same line again reverses and become resistance.

This trade may be a reversal , which ever timeframe i trade on thats where my target comes from so in this case i would of targeted around the 6793 mark as that is the next peak.

The eurgbp is not very volatile so its important to remember not to expect 100 pips from a trade on the 15 chart for this pair i would look for 4hrs upwards timeframes.

bubble

Attached Images 

[image: image11.png]EURGBP,MIS 0.6776 0.6776 0.6774 0.6774.

.
sl e p
I M\ [ N“W“““"NWW‘“MW .

; Wyl

Possible target

Price makes a new peak

Ty

i peak now bes

n

[
i

w-suppo G h

" ol
b “"“\\“‘\““““““pw

o0&

- il o
W, gl double bottom retest of support
"

e

— 50000
00000

— 50000
00000

— 50000
MetaTrader - lpari UK. © 2001-2007 etaQueotes Sotvre Corp. P

——

TLRn0030 120845 1101645 D2 An0130 2w 015 RwniBis Ban025 DB i0is DBhnisis Han0230 Muni030 14Ami830 150330 150m 20 15 2in 2000



 [image: image12.png]'EURGBP,HI 0.6774 0.6776 0.6771 0.6774.
“ e ‘\

iy
! i,
l w\‘ y th‘

!

,,w il

“‘h\ L

I
[

osets

osezs

Resistance matches this tiough

e
WW“‘“‘\“‘“\\\wh i

BLANK
o000
T 500000
o000
T 500000
MetaTrader - Alpar UK, © 2001-2007 MetaqQueotes Software Corp. 0000

18 May 2007 31 May 15:00 22 May 23:00 5410 0 0 ey 15:00 29 May 01:00 30 May 09:00 31 May 17:00 4 Jun 0200 5 Jun 10:00

TRn 180 B 0200

Tion 1100 123 1900 130 0300 15 Jom 11:00



 [image: image13.png]'EURGBP,H4 0.6767 0.6777 0.6766 0.6774.

‘\H\M [
N I

,,,,,,,,,,,,, \J \mw,ﬂh,

b }“‘,‘W\ﬂ‘h‘

********** W
N

huw‘ i
iy

Resistance matches

| osses
P 500000
. sooonn

P 50000
. . sooonn

P 50000
eaTrader - Alpari UG © 2001207 MetaQuotes Sfware Gorp. 0000

T3 Feb2007 1Mar08:00 BMar 16:00 16 Mar 00:00 23 Mar 08:00 30 Mar 16:00 8 Apr 00:00 100 100 23 Apr 16:00 1 May 00:00 B May 08:00

15 May 16:0E0 AT TT000 May 08:00 & Jun 16:00 14 Jun 00:00



  

Post 52
Malcik

1) no rules for exits as of yet - whether taking a loss or a profit

Dont worry about the exits yet , concentrate on finding the signals and s/r lines, i dont want to throw it all out at the same time ,then people will get more confused, one step at a time ,it took me a long time to learn this stuff dont pressure yourself.

When trading this style we are first looking for a turning point around a peak or trough then we draw in our s/r lines if you try it the other way round then it become more difficult , so to make it easy just look at a chart of past price action start from a low or a high and see how the troughs or peaks interact then place your lines in one at a time then look at the higher timeframe one at a time , the confusion here comes with the s/r role reversal on the higher timeframes , think in reverse ,read the whole section again do a google etc.
Place a moving average on the chart if it helps you to see the turns better ,dont ask me which one.

2) no idea as to how many trades are performed over a certain time period on average (maybe I'm overtrading one pair and should take fewer trades per pair but on multiple pairs)


There is not a preset amount of trades to take we take what looks right according to our analysis when they become availble, trade 60 min and upwards ,trade only with the trend on the HTF, why all the effort trading 5,15when a few good trades on the 60m will give you more than enough pips and less stress.
This style if applied correctly is very high reward with low risk because we buy at support and sell at resistance therefore we know where to place our stop if we are wrong then we will know very quickly and wait for another opportunity.


3) problems with detecting trends on higher TFs

Can you elaborate on this one a bit more.

bubble
Gap

Post 54
mas0n,

Your interpretation of a gap is not quite correct , a gap is formed in a downtrend when the price fails to test resistance and turns down , other than that your chart looks great,s/r are in the right places if the price breaks the resitance it will retest then you could enter long. If the price bounces of resistance with some downside momentum again wait for a retest to go short thats the safest way.if the trend continues down we will get other opportunites to trade it as you know it wont go up or down in a straight line.

If there are a lot of spikes around s/r you could put your lines at the highest ,lowest close.If you feel more comfortable using different colours for the lines thats fine.
Post 79
	Originally Posted by mas0n 


I think we are in channel, wait for break out and re-test of upper or lower S/R channel.



The upper line on your chart was resistance, at the time you posted that area had already been tested twice the trend on the 240 is up, the trend on the daily has changed over the last few days to up what does this tell you (the trend is up) so taking this trade would be countertrend.

Here is a rundown of the order to confirm a trade.

1 
Wait for a market turning point(price to turn down/up from a peak or trough.

2 
Check the trend in 2 timeframes higher.

3 
Trade only in the direction of the trend.

4 
If you take a counter trend trade make sure that you are 100%+ sure you know what you are doing.

5
 Mark the peak at the turning point as s/r check higher charts to confirm, the more that match the better if     s/r - - only matches trading timeframe but is with the trend thats fine.
6 
Do not enter trade immediately ,if you think the price is running away from you before you entered , think    again,  its a trap , you will end up watching the price retrace to retest.
7 
Do not trade breakouts (breakouts are a weak form of trading), you will lose more than you will win.
Post 90
take a look at the charts

Gaps to take note of are when the market is in a strong trend up or down ,the gap normally occurs towards the end of a trend as the price gets closer to s/r.
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Post 115
Stops
With stops i would intially be looking at the previous s/r area on the trading timeframe ,however i will more often go to a lower timeframe looking for s/r to move in closer especially as the trade progresses to protect any profits ,if the initial stop is too wide i would rather leave it.

Exits

As far as exits are concerned i will always be looking at previous peaks and troughs as levels where the price may stall, so those are good areas to aim for.
I dont place too much emphasis on candles,etc for confirmation as i am confident enough with the s/r levels to know that if it moves past an area of s/r i know i was wrong and will always close the trade.

TP

If the current s/r line matches with the HTF then it is logical to determine the target from the highest matching timeframe and that is how the t/p levels are determined remembering that there will be all the traffic to get through from the lower timeframes.

Post 152

Range what is it and how can it help us ?

When talking about range most people think of it in the context of a trading range where the price is bouncing between support and resistance and therefore the market is classified as trading between a range or the securities daily range which is how many pips on average the security moves in a day.

There is another use of the term range which we are going to look at here, and this refers to how far the price can travel into its previous range before a trading opportunity is discounted or in simpler terms how far the price can travel into the previous peak/trough.

Remember the creeping trend where for instance in an uptrend the price is making higher lows and higher highs but each higher low comes into the range of the previous peak.

Price can trade into its range in a trend , at a top/bottom, during role reversal, when trading in between a normal range and its important to consider this in your trading as it can give many clues to help us with entries and timing when to take a trade.

To find the range in an uptrend we need to look at the top of the previous swing down then we need to find the area where the top was broken the price should not close past this area otherwise it is considered that the uptrend has been broken.Once you get the hang of this you will notice that the turning points i always talk about usually happen around this area.


ok will continue this later with some examples.

bubble

Post 155

Todays Trades 



Take a look at the image

USDCHF went lower than the previous trough on the left triggering a role reversal (previous support becomes new resistance) then came back to retest into its range from the low on the left of the image, its range is the last two minor troughs of the low on the left, then the price went lower and 
came back for its second retest triggering our entry.
Something else to note here is that we have a lower high and a lower low which is always a good sign for the trend to continue.
1st target is the current low for over 70 pips 


bubble
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Post 165

Trend change/continuation 



There is a long way to go yet with knowing how to find the range in the last subject ,at the moment im having some difficulty in finding the right way or should i say the easy way to show you all.

On a different note take a look at the chart because in the next part we will be looking at trend,trend reversal and trend continuation.


bubble
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Post 187
	Originally Posted by steveshutts 


Well, i look from left to right on my chart to identify the main trend on that price chart. If its sloping up from left to right then the trend is up.
I am also looking for a series of higer lows and higher highs in an uptrend and vice versa in a down trend. 
The 240 made a new swing low at 2.0056 but until that has been broken, it is simply a higher low in the uptrend? The real trend is not over until we break the double bottom low at 9930.
I am not using any indicators to identify trends, just price action. If the 240 chart made a series of lower highs and lower lows before reaching the 9930 then i would accept it is down. 
I see a potential trend change in an uptrend when price surpasses the previous swing low. However, this is not confirmed until that new low is broken.
I am simply trying to learn here so if you can indicate exactly how you identify a trend change then i would be grateful.

Steve


Steve,

Lets clarify a few things here, as i mentioned i was waiting for a turning point on the 60 minute chart, the turning point came at 4am on my chart with a close @ 2.0150 , the 240 i will agree the major trend is up ,so i will re-word for you what i am looking for on the higher timeframe, direction, so the overall direction ,looking from the top down on the 240 is down ,obviously i do nothing if i dont get a turning point on the 60m.
So now on the 60 mimute we have a lower high with a higher low indicating a reversal from the top.
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	Originally Posted by ZeeJay 


thanks bubble,

to confirm : in my example, since the HTF trend is up, what i should be doing in terms of support and resistance is looking to buy bottoms and sell tops or 

in other words: where i was considering the short. it was much more logical to go long. (because it was a bottom -support- and it was a corrective move from the prevailing up trend)

am i correct?cj


Just to confirm things here the trend on the 240 was up but the current direction of the price was down .
What we are looking for is to buy at support on the timeframe we trade ,into the direction of the higher timeframe and sell at resistance into the direction of the higher timeframe and buy at support into the direction of the higher timeframe. 
I think people are getting confused here because of taking every minor swing as s/r on your trading timeframe this is why i have said that s/r on your trading timeframe should be confirmed with the higher timeframe.
Where you placed a line as support is not support check with the HTF and you will see it is lower down.

bubble
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Sundowner,

If we take the 240 chart from the high at 2490 we can see the price came down past the low at 2145 and made a new low at 2090 then retraced into the range of the 2145 low at 1.2222 then the price came down past the low at 2059 and retraced back to 1.2059 now if the trend is going to continue it should come down near 1.1900 before retracing to 1.2000

Looking on the 60 minute the price should also come down to 1.1900 before retracing back to 1.2000 and the s/r confirm this with a couple of minor supports on the way down to 1.9000

I have posted the 240 chart but cant get all of the 60 nimute chart in view so will have to leave that one.

bubble
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RETRACES BACK INTO ITS RANGE
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Good place to read Martin Pings article on Peaks and Troughs
