INVESTMENTS

A Fidelity Investments Webinar Series
ldentitying chart patterns. &
with technical analysis u

I BROKERAGE: TECHNICAL ANALYSIS



BROKERAGE: TECHNICAL ANALYSIS

Important Information &3 Fidelity

Any screenshots, charts, or company trading symbols mentioned are provided for illustrative purposes only and should not be considered
an offer to sell, a solicitation of an offer to buy, or a recommendation for the security.

Investing involves risk, including risk of loss.
Past performance is no guarantee of future results

Stop loss orders do not guarantee the execution price you will receive and have additional risks that may be compounded in periods of
market volatility. Stop loss orders could be triggered by price swings and could result in an execution well below your trigger price.

Trailing stop orders may have increased risks due to their reliance on trigger pricing, which may be compounded in periods of market
volatility, as well as market data and other internal and external system factors. Trailing stop orders are held on a separate, internal order
file, place on a "not held" basis and only monitored between 9:30 AM and 4:00 PM Eastern.

Technical analysis focuses on market action - specifically, volume and price. Technical analysis is only one approach to analyzing stocks.
When considering which stocks to buy or sell, you should use the approach that you're most comfortable with. As with all your investments,
you must make your own determination as to whether an investment in any particular security or securities is right for you based on your
investment objectives, risk tolerance, and financial situation. Past performance is no guarantee of future results.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917

© 2020 FMR LLC. All rights reserved.
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Getting Started with Technical Analysis

Learn the assumptions that guide technical analysis, and get to
know the basics of trend trading.

Understanding Indicators in Technical Analysis

Identify the various types of technical indicators, including trend,
momentum, volume, volatility, and support and resistance.

ldentifying Chart Patterns with Technical Analysis

Use charts and learn chart patterns through specific examples of
Important patterns in bar and candlestick charts.

Managing Risk with Technical Analysis

Manage your trading risk with a range of confirmation methods.
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Charles D. Kirkpatrick Il, CMT

Charles D. Kirkpatrick Il, CMT, is president of Kirkpatrick & Company, Inc., a technical
analysis research firm that publishes the Market Strategist investment newsletter. A
past instructor in finance at the School of Business Administration at Fort Lewis College
and adjunct professor of finance at Brandeis University International Business School,
he is a two-time winner of the Chartered Market Technicians Association’s prestigious
Charles H. Dow Award for research in technical analysis, winner of the MTA Annual
Award in 2008 for “Outstanding Contributions to the Field of Technical Analysis,” and
winner in 2012 of the Mike Epstein Award from the MTA Educational Foundation for
“Long-Term sponsorship of Technical Analysis in Academia.”

He is a Chartered Market Technician, a past member of the board of directors of the
Market Technicians Association, past editor of the Journal of Technical Analysis, past
board member and vice president of the CMT Association Educational Foundation and
a member of the American Association of Professional Technicians (AAPTA). He
coauthored Technical Analysis: The Complete Source for Financial Market Technicians,
the primary textbook for the CMT program and for university graduate courses on
technical analysis, authored Beat the Market and, most recently, Time the Markets:
Using Technical Analysis to Interpret Economic Data.

He is a graduate of Phillips Exeter Academy, Harvard College (AB), and the Wharton
School (MBA) and lives with his wife in Maine.
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Defining Patterns > Fidelity

INVESTMENTS

E":":’ * A pattern is bounded by at least two trend lines (straight or curved)

Nl
L1010

All patterns have a combination of entry and exit points

Patterns can be continuation patterns or reversal patterns

Patterns are fractal, meaning that they can be seen in any charting
period (weekly, daily, minute, etc.)

A pattern is not complete or activated until an actual breakout occurs



BROKERAGE: TECHNICAL ANALYSIS

The Limits of Patterns & Fidelity

| ] Keep in Mind
L]
[

N

D Some of our human tendencies can be
[] dangerous for investors.

» See patterns where there aren’t any
* Believe "market lore,” technical and fundamental, without evidence
* Look backwards rather than forward

« Stick with original price targets of patterns after conditions have
changed
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Techniques for Trading Patterns &3 Fidelity

/’  Breakouts

* Entry Stops
1l

* Protective Stops

* Retracements
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Breakouts &I Fidelity

Violation of Trend Line,
Support or Resistance, or
previous reversal point

It signifies that a change Resistance Breakout
in buyer and seller

behavior and signals
the beginning or end

of a trend.

Price
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Confirmation Filters &> Fidelity

Types of Filters

Confirmation " Intrabar
Filters * Multiple closes
* Time

Apply a confirmation filter to
determine whether a breakout

 Percentage or point
has taken place. & P

* Money
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Entry Stops & Fidelity

Draw~ Indicators * Events~ Compare = Technical Analysis~  Settings

E ntry Sto p S 043.36 H44.44 [ 43.20 C44.31

Buy stop orders are used to
enter trades once the price
breaks out.

1 6M YTD 1Y 2¥ S¥ 10¥ MAax Frequancy: DMILY =
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False and Failed Breakouts & Fidelity

Draw~ Indicators* Events* Compare~ Technical Analysis~  Settings Foom: & &

Fa lse B rea ko ut 0359.40 H39.46 L57.79 C57.91

Price breaks out but almost
immediately returns back
through its breakout price.

Failed Breakout
(Trap)

False breakout occurs and
the price then breaks out in

the opposite direction. s
\\\ | I 50.50

* 50.00

' Trend Line l 49,50

| -

G
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Protective Stops & Fidelity

Draw~ Indicators~ Events~ Compare ~ Technical Analysis~ | Settings Zoom: & &

P rote Cts Ca p ita l 0179.82 H181.60 L179.50 C181.07

Determines the amount of
capital risk before entry

W
.'

DDDDDDD

[ Iw‘rJr |
I'l i 1._' ‘I‘I
Types of 4 ‘

placement iﬁ.lllﬂ

201.00
200.00
+* 195,00

S
~
S
0N

* Filters, such as percent, | L g
points, or money lllu ‘ TM'TIH-H ;* it o

* Trend line, support or | * l
resistance level with filter l IIJr o

ﬂ [ e
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Trading False Breakouts Using Protective Stops &3 Fidelity

Draw~ Indicators ~ Ewvents~ Compare~ Technical Analysis+ | Settings Foom: & &
EXa I I l p le 027.97 H28.17 L27.96 C28.01
29.41
False Breakout Protective sell stop and sell 220
 Enter on breakout _ short entry stop
IS 28.80

« Place protective stop T T b o
outside breakout bar +#I*l T 20
opposite from breakout ol

Al
direction ii”ﬂ ! " T ' o
* Place entry stop at same 'I-H' 'Ti

level (called a "stop and

-
reverse” order) T #HI** e

26.00

2740

2720

2640

. . X l* 26.20

* |If price continues in ! o
direction of breakout, profit H .
from breakout entry ‘“

25.60

2540

« If breakout is false, profit ..i 0
from stop and reverse b

A TODAY 2D 5D 10D iM 3™ &M ¥YTD 1¥ 2¥ 5 10Y MAax Frequency: DMILY
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Retracements &I Fidelity

Draw* Indicators* Events~ Compare * Technical Analysis»  Settings Foom: & G

Cou nter Trend 054,41 H53.%97 L53.71 C55.72
° 57.50
CO 're Ct' on * Retracement (pullback) 7
! 56.00
ll ! 55.50

Types [ M i |T+;’¢/* :

e Pullback (on breakout down)

* Throwback (on breakout up) y |
vvarting for | :
* Don't always occur e

e Performance can suffer I |
When they dO - Iil 47.50

06/01/2011
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Horizontal Congestion: Double Top

Characteristics:

* Two successive peaks separated
by an opposite reversal point

* Either rounded or pointed peaks
that are usually at roughly the same
price (resistance level)

*  Price must break out of middle
reversal point

Double Top s onis i
(breakout down)

Resistance Line

L

Entry Pullback | ”
Support
Line Breakout
Price A ’;:‘. 20 5D 100 1M 3M M YTD 1¥ 2Y 5¥ 10¥ Max

INVESTMENTS

r= - Technical Analysi Zoom: & @

Double Top

%”‘ ‘1‘

-

H
7

"
-’
e
-

10/01/2012

Calculate target price:

Taking the height from the highest peak to the trough and
then subtracting the amount from the breakout price to the
downside.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Horizontal Congestion: Double Bottom

Characteristics:
« Two successive troughs separated
by a peak

« Either rounded or pointed troughs
that are usually at roughly the same
price (support level)

*  Price must break out of
middle peak

INVESTMENTS

Double Bottom o s e s
(breakout up)

il -

ot :

o . ¥

Resistance line kﬂml , i \li n’_

VA " LA
) i ! | i ||
Entry Throwback h W M"ﬂ '|'| ¥ rIHL

x ~| |

" M.
. | Double Bottom || f‘ﬂ
Support line |

zzzzzzzzzz

04/02/2012 os/o1/2012 os/a1/2012 080172012 08/04/2012
Pr'ce A TODAY 20 5D 100 1M 3M M YTD 1¥ 2¥ S¥ 10% Max Frequency: DAILY » 03/07/2012 § TO |09/11/2012 B

Calculate target price:

Taking the distance from the troughs to the peak and then
adding that amount from the breakout price to the upside.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Horizontal Congestion: Triple Top

Characteristics:

* Three distinct peaks at roughly the
same price level separated by two
intermittent troughs

* Breakout occurs when price exceeds
the extreme of the intermittent
trough or a trend line connecting
those points

Triple Top

3 Fidelity
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re - Tachnical Analysi Zom: @ &

(breakout down)

Resistance line

0

Pullback

g@_
R4

Entry Breakout

$

Support line

Price

Calculate target price:

Take the height from the highest peak to the lowest trough
in the pattern. Then subtract that amount from the lowest
trough in the pattern to generate a price target.

»Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Horizontal Congestion: Triple Bottom

Characteristics:

Three distinct troughs at roughly the
same price level separated by two
Intermittent peaks at any level

* Breakout occurs when price exceeds

the extreme of the intermittent peaks
or a trend line connecting those
points

* Best performance may be after a

sustained decline*

« An average performance, but watch

for failures™

Draw~ Indicators* Events~ Compare v
024.74 H24.80 L24.27 C24.50

Triple Bottom

& Fidelity

INVESTMENTS

Zoom: @

(breakout up) ll 4
ll
Entry Breakout
\. " Resistance line A l
Throwback
Support line Price

Calculate target price:

Take the height from the highest peak to the lowest trough
in the pattern. Then add that amount to the highest peak in
the pattern to generate a price target.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Horizontal Congestion: Rectangles & Fidelity

Characteristics:

* Trading range with support and
resistance levels bounding price
action

« Slight tilt, similar to horizontal
channel

* Often has many false breakouts*

* Things to consider:
Confirm a breakout

"Shortfall” often indicator of eventual
breakout direction

* Best occurrence may be bottom
breaking upward”

Re Cta n le Draw ~ | Indicators~ Eventsv Compare~ Technical Analysis»  Settings Zoom: @ &
g 011,20 H11.38 L10.98 C11.04

(entry up, breakout up) Resistance Zone ﬁ
g

Support Zone m *ﬂ'
o ‘u‘
| 1' il

i "
d w

Price ml.”

Entry Throwback

——

Shortfall Brearkout

i Resistance line

AN |
e |
WAVAVACREREN,

Support line

Calculate target price:

Take the height from the resistance line to the support line. Then
either add that amount to the resistance line to generate a price
target for an upside breakout, OR subtract that amount from the
support line to generate a price target for a downside breakout.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Triangle: Symmetrical &3 Fidelity

C h aracteristics: Symmetrical Triangle e e e e
: breakout | n
* Bounded by a downward sloping (breakout up) |'T*I| | “
upper trend line and an upward it Il* w
sloping lower trend line. Each bound Throwback . | "f
is a straight trend line Breakout i ol | ‘| P

i ,
i

+
4
I

* Prices must touch each bound at il

least twice. Many false breakouts. .
Moderately successful in g /

performance ‘@/ Cradle
Price '

* Things to consider:
- Confirm a breakout

Calculate target price:

° Best qccurrence may be upwa rd Take the height from the highest peak in the pattern to the
breakmg out — above average for lowest trough in the pattern. Then either add it (for upward
all patterns* breakouts) to the breakout price or subtract it (for downward

breakouts) from the breakout price to generate a price target.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Triangle: Ascending &3 Fidelity

Characteristics: Ascending Triangle L e e s
: breakout down
* Bounded by a horizontal upper trend ( )
line and an upward sloping lower . _ Pullback
trend line. Each bound is a straight Resistance line '
trend line i
Entry
| o - | St
* Prices can break in either direction, : :
but more commonly upward” - : .
@ Support line
™ Breakout
. Uptrend Li
* Breakout usually occurs in pattern. priene e |
About average failure rates but many Price
small false breakouts* : -
« Post breakout performance average Calculate target price:
on UPS.Ide but above average on Take the height from the highest peak in the pattern to the
downside™ lowest trough in the pattern. Then either add it (for upward

breakouts) to the breakout price or subtract it (for downward
breakouts) from the breakout price to generate a price target.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Triangle: Descending ¢ Fidelity
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Characteristics: Descending Triangle i
. breakout down
* Bounded by two trend lines; the ( ut down)
lower is horizontal and the upper ' '
slopes downward Resistance line 'Mw
Downtrend \.
. o ' ‘ Line Pullback ‘N‘W
* Prices can break in either direction Entry ; M
but most commonly downward* | 'J
/- Support line W j
.
* Above-average performance on Breakout ‘ W
upside break; retracements occur W*
often* Price |

Calculate target price:

Take the height from the highest peak in the pattern to the
lowest trough in the pattern. Then either add it (for upward
breakouts) to the breakout price or subtract it (for downward
breakouts) from the breakout price to generate a price target.

»Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Triangle: Wedge &3 Fidelity

C h a ra Cte rl St I C S : R|S|ng Wed ge pre I"i:f:;:'m?::zs::";”::3; Jechnienl ol et Zooy B, 8
, (breakout down from climax peak) o -
* Bounded by two trend lines, each . | ;”' ggg
headed in the same direction; Price @~ Climax P loack I} *|I| ‘ﬂ!‘w ¥ o=
must touch a trend line at least five hac o “‘ 1”“4' |1|
times (3 times on one and 2 times on ® ! H MH‘ ! H HW
the other) before a breakout ® H"J‘ " iJ LT ||‘I|
I Breakout N' "l ]I+ | l'

* Often occur following a panic | .,w"lwl u‘l
(declining wedge) or bubble Entry I
(rising wedge)
Price ll"‘I

* Performance in both types is below
average, and retracements are )
very common* Calculate target price:

For downward breakout, the lowest trough in the pattern is the
price target. For upward breakouts, take the height from the
highest peak in the pattern to the lowest trough in the pattern
and add that amount to the breakout price for a price target.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Head and Shoulders: Top & Fidelity

° ° o Draw ~ | Indicators | Events~ Compare *  Technical Analysis = | Settings Zoom: & @
Characteristics: .
. . /\ 14.60
* Three peaks with center peak higher o
than the other two e
Left Shoulder Right Shoulder o

Break
* Shoulders should be at approximately reakout

the same level and the head higher '“.*' I :
™

¥

13.40

between the peaks is called
the “neckline” .;i |
+! +T*il

« Patternis only complete on breaking r o

I
*¥ ' l“" 13.00
* Line connecting the two throughs !. Nockline ' e

11.20

the neckline Target "
« Targetis the distance from the head to ’ o
the neckline projected from the neckline ﬁ 04
* Thisis a standard pattern for tops and 1

has one of the lowest failure rates

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Head and Shoulders: Bottom (Inverse) & Fidelity

Characteristics:

* Inverted but otherwise Head and Shoulders Bottom L e e S
identical to a top pattern (breakout up) | p
except not as profitable* ™ :

Price
M'l :
Breakout ‘wl " |W =
. " :
Neckline SN ANS s '/h#
/ @ $ W Neckline |i H ‘\
i b M ﬂ‘l pho ]
Entry i® ? Throwback “- IIFk ll‘ J! th MJ.'I”'M MI‘H
Left Shoulder @ Right Shoulder teft Shoulder um,] ,| Right
' Shoulder

Head A TOD 2D S 10D 1M 3M M YTD 1Y 2Y 5Y 10 M Head....': DAILY ~

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.
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Cup and Handle (also “Saucer”) & Fidelity

Characteristics: Rounding Bottor S— _—
. k -
* Pattern consists of a rounded bottom (breakout up)
(nota “V" blf)ttom),l:twq ”!ips” at each Price | |!
end, and a "handle” (similartoaflag A [ e | M
Entry Breakout |
pattern) from the handle ; ; ! . P
P O o ‘W "
« Pattern is complete with breakout Lip - '
above both lips @ Throwback
* Often have a throwback Handle

Cup or Bowl

* The pattern’s performance ranks
about average for bottom patterns*

Calculate target price:

Take the height of the right cup lip to the bottom of the
cup, then add that amount to the breakout price.

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 2" ed.



Trading with Patterns &3 Fidelity

Draw ~ | Indicators  Ewents~ | Compars  Technical Analysis~ | Settings Foom: & S

085.21 H$4.7% LB4.84 C92.95

""" = Stop -
] ! l 170,00
O = EX|t kq#.‘rfu#r *,: 165.00

l 150000

B

Rectangle

F TODw 2D SO0 100 irM 3M &M YTD 1 2 5 O P Freguency: INELY - =]

*Source: Technical Analysis: the Complete Resource for Financial Market Technicians, 279 ed.
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Best Multi-Bar Patterns &Fidelity
Upward Signals Downward Signals
* Descending * Flag
Triangle
 Head and
* Rectangle Shoulders top

* Pipe Bottom * [sland Reversal
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Getting Started with Technical Analysis

Learn the assumptions that guide technical analysis, and get to
know the basics of trend trading.

Understanding Indicators in Technical Analysis

|Identify the various types of technical indicators including, trend,
momentum, volume, and support and resistance.

ldentifying Chart Patterns with Technical Analysis

Use charts and learn chart patterns through specific examples of
Important patterns in bar and candlestick charts.

Managing Risk with Technical Analysis

Manage your trading risk with a range of confirmation methods.



Visit the Fidelity
Learning Center

Learn more about
putting technical
analysis to work
for you

Read: Access the Technical Indicator Guide

Watch: Check out videos that define core
technical concepts

Attend: Register for monthly webinars




Thank
You

Please join us for our upcoming webinars
= Fidelity.com/webinars

Download Active Trader Pro for free at
Fidelity.com/ATP

Questions? Call a trading specialist at
877-907-4429

INVESTMENTS



