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Technical trading setups 
and rules



What we are going to talk about

• Basic rules of trading

• Simultaneously a set of rules, as well 
as a process and a ‘thinking 
framework’

• Technical setups

• Intraday setups

• Longer term setups

• Medium term trend changes

• Finding trades

• What to trade

• Process of finding trades

• Looking for catalysts



Basic rules of trading



Basic rules of trading

• No such thing as cheap or expensive

• No space for rationality in the markets

• We are traders, not investors, we 
follow price

• Find/Identify an opportunity

• Catalysts/News

• Trends and inflection points

• Volume/liquidity

• The first goal is always to make sure that you 
can stay in the game

• It’s about survival first, then about making 
money

• Most traders don’t make it through the first two 
years

• Price action is everything

• What is happening now is more important that 
what has happened in the past, what we might 
believe about what will happen next

• The now moment opportunity flow (Trading in 
the Zone – Mark Douglas



• Determine probabilistic outcome

• Technical analysis – candles, 
trend lines, oscillators, 
support/resistance levels

• Manage position

• Stop loss strategies

• Take profit strategies

• Golden rules:

• Never sit in a bad trade

• Win is over the day/week/month 
and not just one trade

• It’s ok to win 6 of 10 trades

• One rand in AGL is the same as 
one rand in FSR

Basic rules of trading 



• Markets give us many chances

• You can’t catch ‘em all

• Not everything is a chance, be 
discerning and patient

• Good traders are honest with and 
about themselves

• A bad trade is a bad trade, you 
can’t talk it good

Basic rules of trading 

• Get out if you can get back in

• E.g. resistance gets you out, resistance 
breaks, get back on the bus



Soft skills

Technical setups



Technical setups in context

• A visual representation of price action

• An attempt to understand the 
emotional state of the market

• Charts are not in isolation, volume is 
key

• Technical setups represent a probabilistic 
outcome to a series of historic price 
movements/events

• Technical setups offer an opportunity to 
take measured/controlled risk

Technical setups



Impulse-consolidation pullback - intraday

• Session begins with a strong move in one 
direction 

• Impulse move, consolidation, pullback, 
consolidation, break in direction of impulse 
move

• Consolidation should be relatively small 
compared to the impulse move 

• Trade break of consolidation
• Stop above/below consolidation extreme
• Take profit in next consolidation/trend line 

trailing
• If consolidation is large compared to the 

impulse move or moves are indistinct, 
avoid

• Pattern occurs throughout the day and on 
multiple timeframes, trend continuation 
pattern



Reversal-consolidation breakout - intraday 
• Not every impulse is followed by a 

pullback and consolidation 
• Sometimes a big move one 

direction, then bigger move in the 
opposite direction

• New big move becomes new 
impulse move 

• Pullback from ‘new’ impulse must be 
smaller than impulse, followed by 
tight consolidation

• Trade break of consolidation
• Stop above/below consolidation 

extreme
• Take profit in next 

consolidation/trend line trailing
• Applies to daily and weekly charts 

as well



Reversal at support/resistance - intraday
• Support and resistance areas are 

areas and not exact numbers
• Look for consolidation breaks at or 

near these areas 
• Use consolidation breaks as triggers
• Stop at consolidation extreme
• Take profit in next consolidation or 

trailing stop



Reversal at support/resistance – perspective 

• Horizontal support/resistance is the 
most powerful



Reversal at support/resistance – perspective 



Reversal at support/resistance – perspective 



Reversal at support/resistance – perspective 



Reversal at support/resistance – perspective 



False breakouts help confirm trades - intraday

• If we are expecting to trade the 
break of the consolidation pullback 
of an impulse move and we see a 
false break out, it helps to confirm 
our thinking

• Increases probability of success



Triangles and wedges- longer term 



Triangles and wedges- longer term

• Descending (flat bottom) triangle

• Entry is the daily candle close below 
the support level

• Note that support is drawn using 
closing prices

• Stop loss above top trend line 

• Take profit in next 
consolidation/trailing stop



Triangles and wedges- longer term 



Triangles and wedges- longer term 



Triangles and wedges- longer term 

• Symmetrical triangle break

• Currently forming a bull flag

• Bullish divergence



Divergence

• Four types of divergence

• Standard Stochastic settings

• Great confirmation for chart 
based formations and 
signals



Flags and channels - longer term 

• Flag formations and ascending/descending 
channels are for all intents and purposes the 
same thing

• The key difference is the amount of time that 
price spends inside the channel as well as the 
size of the channel (width) 

• Flags and channels, however, are traded very 
differently



Flags and channels - longer term 
• High probability formation

• Entry is break of resistance (or 
retest of level)

• Stop loss is formation extreme

• Measure the move into the flat 
formation and project it out in 
order to get a target



Flags and channels - longer term 

• 3 significant levels in a channel

• Upper resistance, lower support, mid 
support/resistance

• Consolidations around support and 
resistance levels serve as potential 
triggers for trades

• Stop would be consolidation 
extreme

• Target would be next channel 
support/resistance



Reversal patterns– longer term

• Cup and handle

• Entry is break of 
resistance at the rim of 
the cup

• Stop loss is below the ear 
of the cup

• Measure depth of cup to 
project a target



Reversal patterns– longer term 

• Head and shoulders

• Entry is break of neckline

• Stop loss is top of right 
shoulder

• Measure height of head 
to project a target from 
base of neckline



Reversal patterns– longer term 

• Medium term 
trend change 

• 50 and 100 MA 
cross over, 
while under 200 
MA



Reversal patterns– longer term 

• Medium term 
trend change 

• 50 and 100 MA 
cross over, 
while 
under/over 200 
MA



Day trading vs 
CFD trading

Finding trades



Finding trades

• Set up a routine for yourself to flip through 
your charts each day/week to look for 
patterns

• Google a bit to find fresh news and or 
stories about instruments you are trading

• Google finance is amazing

• Start with a small universe and grow it as 
you gain experience

• Hunt for most liquid things to trade (avoid 
smaller stocks)

• Top 40 stocks, or stocks that are in one 
of the major indices (SPX, FTSE, DJI, 
DAX)

• Major indices only (DJI, FTSE 100, SPX, 
DAX, ALSI, CAC40, ASX 200, NIKKEI 
225, HANG SENG)

• Major currency pairs only (EUR/USD, 
USD/JPY, GBP/USD, USD/CHF) [CAD, 
NZD, AUD, ZAR]

• Commodities (GOLD, SILVER, PLAT, 
COFFEE, BRENT CRUDE OIL, ETC)



• Search for potential catalysts

• Earning calendars

• Economic data/calendars

• Late night cabinet reshuffles, Trump 
speeches

• Read the newspaper

• Talk to other traders/build a network

Finding trades

• You don’t ALWAYS have to trade

• Be patient, good setups take time

• There is another chance if you miss this 
one

• The market works for you



Reversal patterns– longer term 

• Range trade – most people 
were long off R106.00

• Fresh catalyst comes to market

• Range target almost hit in a 
day (chart done at around 1-ish 
today (30 Aug 2018)
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Master of the trailing stop

ATR = 0.86 (86c)

ATR x 2 = R1.72

R108.08

Stop = R109.80



Master of the trailing stop
ATR = 0.86 (86c)

ATR x 2 = R1.72

R108.08

Stop = R109.80

ATR stop taken



Master of the trailing stopMaster of the trailing stop
ATR = 0.86 (86c)

ATR x 2 = R0.90

R108.08

Stop = R109.80

ATR trails down


