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I. INTRODUCTION TO PRICE ACTION TRADING 

• What is Price Action Trading? 
 
Price Action Trading is a trading strategy in which traders analyze and make trading 
decisions based on the actual price movements of an asset, rather than relying on 
indicators or other technical analysis tools. This approach involves studying the historical 
price data of an asset to identify patterns, trends, and levels of support and resistance. 
 
Price Action traders often use candlestick charts to visualize price movements and identify 
patterns, such as bullish or bearish trends, and chart patterns like head and shoulders or 
triangles. They also pay attention to key support and resistance levels, which can act as 
barriers to price movements and help identify potential areas for entering or exiting a 
trade. 
 
Price Action Trading is often considered a more intuitive and flexible approach to trading, 
as it allows traders to react to market movements quickly and adjust their strategies 
accordingly. Additionally, it can be used in conjunction with other technical analysis tools, 
such as moving averages or Fibonacci retracement levels, to create a more 
comprehensive trading strategy. 
 

• Advantages and Disadvantages of Price Action Trading 
 

Advantages of Price Action Trading: 

1. Simplifies trading: Price Action Trading eliminates the need for complicated technical 
indicators and allows traders to focus solely on the price movements of an asset. 

2. Provides a clear view of the market: By analyzing the historical price data of an asset, 
traders can identify trends, support and resistance levels, and other key market signals 
more easily. 

3. Flexible: Price Action Trading can be used with any asset class, including stocks, forex, 
commodities, and cryptocurrencies. 

4. Allows for faster reaction time: Price Action traders can react to changes in the market 
quickly, making it easier to enter or exit trades based on changing market conditions. 

Disadvantages of Price Action Trading: 

1. Can be subjective: Price Action Trading requires traders to interpret price movements 
and patterns, which can be open to interpretation and may differ between traders. 

2. Requires discipline: Price Action Trading requires discipline and patience to wait for the 
right trading opportunities to present themselves. 

3. May require experience: Price Action Trading can be more challenging for inexperienced 
traders, as it requires a thorough understanding of market dynamics and technical 
analysis. 
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4. Not a one-size-fits-all solution: Price Action Trading may not be suitable for all traders or 
all trading styles. It's essential to understand your trading goals and risk tolerance to 
determine if Price Action Trading is right for you. 

 
• Candlestick Charts 

A candlestick chart is a type of financial chart used to represent the price movements of 
an asset over time. It is widely used by traders and investors to analyze market trends and 
make trading decisions. 
 
A candlestick chart consists of individual "candles," which represent a specific time 
period, such as a day, week, or month. Each candle has a rectangular body and two lines, 
known as "wicks" or "shadows," extending from the top and bottom of the body. The 
body represents the opening and closing price of the asset, while the wicks represent the 
high and low prices during that time period. 
In a bullish candle, the body is typically green or white, indicating that the closing price 
was higher than the opening price. In a bearish candle, the body is typically red or black, 
indicating that the closing price was lower than the opening price. 
 
Candlestick charts provide traders with a visual representation of price movements, 
allowing them to identify patterns, trends, and levels of support and resistance more 
easily. Some of the common patterns identified in candlestick charts include doji, 
hammer, shooting star, and spinning top. By analyzing these patterns, traders can make 
more informed trading decisions and manage risk more effectively. 
 

• Understanding Support and Resistance Levels 
 

• Support and resistance levels are key concepts in price action analysis, which is the study 
of the behavior of asset prices. Support levels refer to price levels at which buying 
pressure is strong enough to prevent the price from falling further, while resistance levels 
refer to price levels at which selling pressure is strong enough to prevent the price from 
rising further. 

• In technical analysis, these levels are usually identified by looking at historical price data 
and identifying key levels where the price has previously reversed direction. These levels 
can be identified using various technical indicators such as moving averages, trend lines, 
and chart patterns. 

• When the price approaches a support level, it is likely to bounce off the level and move 
higher, as buyers enter the market and push up the price. Conversely, when the price 
approaches a resistance level, it is likely to fall back from the level and move lower, as 
sellers enter the market and push down the price. 

• It is important to note that support and resistance levels are not fixed, but rather are 
dynamic and can shift over time as market conditions change. Traders and investors use 
these levels to identify potential trade entry and exit points, as well as to manage risk by 
placing stop-loss orders below support levels or above resistance levels. 
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• Chart Patterns 
 

 
Chart patterns are visual representations of price movements that can help traders and investors 
identify potential trading opportunities in financial markets. These patterns are formed by the 
price movement of an asset over time, and can be identified using various technical analysis tools 
and indicators. 

Some common chart patterns include: 

1. Trend lines: A trend line is a straight line that connects two or more price points and helps 
identify the trend direction of an asset. An upward trend line connects two or more 
consecutive low points, while a downward trend line connects two or more consecutive 
high points. 

2. Head and Shoulders: This pattern consists of a peak (the head) with two lower peaks (the 
shoulders) on either side. This pattern can signal a trend reversal from bullish to bearish. 

3. Double Top/Double Bottom: This pattern consists of two peaks or valleys that are 
approximately the same height, and can signal a trend reversal from bullish to bearish or 
vice versa. 

4. Flags and Pennants: These patterns are formed by a sharp price movement, followed by 
a period of consolidation, and then a continuation of the initial trend. Flags are 
characterized by a rectangular shape, while pennants are characterized by a triangular 
shape. 

5. Triangles: These patterns are formed by two trend lines that converge and can be 
symmetrical, ascending, or descending. These patterns can signal a continuation or 
reversal of a trend. 

 
 
 
 
 
 
 
 

 
 
 

“Traders and investors use chart patterns to identify potential entry and exit points, as well as to 
manage risk by placing stop-loss orders above or below key support and resistance levels. It is 
important to note that chart patterns are not foolproof and can sometimes produce false signals, 
so it is important to use them in combination with other technical analysis tools and fundamental 
analysis to make well-informed trading decisions.” 

 

Figure 1. Example of a Triangle 
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II. Technical Analysis Indicators and Tool 

• Moving Averages 
• Relative Strength Index (RSI) 
• Bollinger Bands 
• MACD (Moving Average Convergence Divergence) 
• Fibonacci Retracement Levels (Tool) 
• Volume 

 
Technical analysis indicators are mathematical calculations and statistical models used by 
traders and investors to analyze financial markets and predict future price movements based on 
historical data. Here are some explanations of popular technical analysis indicators: 

1. Moving Averages: A moving average is a widely used indicator that smooths out price 
trends by calculating an average of past prices over a specified time period. Moving 
averages can help identify trends and support and resistance levels. 

2. Relative Strength Index (RSI): The RSI is a momentum oscillator that measures the speed 
and change of price movements. It ranges from 0 to 100 and is often used to identify 
overbought and oversold conditions in a market. 

3. Bollinger Bands: Bollinger Bands are volatility indicators that measure the deviation of 
price from its moving average. They consist of three lines, with the middle line 
representing the moving average and the upper and lower lines representing the 
standard deviation of price. 

4. MACD (Moving Average Convergence Divergence): The MACD is a trend-following 
momentum indicator that uses moving averages to show the relationship between two 
moving averages of prices. It is calculated by subtracting the 26-period exponential 
moving average (EMA) from the 12-period EMA. 

5. Fibonacci Retracement Levels: Fibonacci retracement levels are horizontal lines that 
indicate areas of support or resistance in a price chart. They are based on Fibonacci ratios 
and are often used to identify potential areas of price reversal. 

6. Volume: Volume is a measure of the amount of trading activity in a market over a 
specified period. High trading volume can indicate the strength of a trend or the likelihood 
of a price reversal. 

Each of these indicators can provide valuable insights into market trends and help traders make 
informed decisions about buying and selling assets. However, it's important to note that no 
indicator is perfect, and traders should always use multiple indicators and consider other factors 
before making trading decisions. 
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III. Chart Patterns 

• Head and Shoulders 
• Double Tops and Bottoms 
• Triangles 
• Flags and Pennants 
• Wedges 
 

Chart patterns are a popular tool used by technical analysts to identify potential trend reversals 
or continuations in financial markets. Here are some explanations of commonly used chart 
patterns: 

1. Head and Shoulders:  
 
A head and shoulders pattern is a bearish reversal pattern that forms after an uptrend. It 
consists of three peaks, with the middle peak (the "head") being the highest, and the other 
two peaks (the "shoulders") being lower in height. Traders look for a break below the neckline 
(a line drawn across the bottoms of the pattern) to confirm the pattern and potentially take 
a short position. 
 
2. Double Tops and Bottoms:  

 
Double tops and bottoms are patterns that occur when a price level is tested twice before 
reversing. A double top is a bearish reversal pattern that occurs after an uptrend, while a 
double bottom is a bullish reversal pattern that occurs after a downtrend. Traders look for a 
break of the neckline to confirm the pattern and potentially take a position in the direction 
of the reversal. 
 
3. Triangles:  
 
Triangles are patterns that occur when the price range narrows over time, forming a triangle 
shape on the chart. There are three types of triangles: ascending, descending, and 
symmetrical. Ascending triangles are bullish patterns, descending triangles are bearish 
patterns, and symmetrical triangles can be either bullish or bearish, depending on the 
direction of the breakout. 
 
4. Flags and Pennants:  
 
Flags and pennants are short-term continuation patterns that occur after a strong price move. 
A flag is a rectangular pattern that forms when the price consolidates after a sharp move up, 
while a pennant is a triangular pattern that forms when the price consolidates after a sharp 
move up or down. Traders look for a breakout from the pattern to continue the trend. 
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5. Wedges:  
 
Wedges are patterns that occur when the price range narrows over time, forming a wedge 
shape on the chart. There are two types of wedges: rising and falling. Rising wedges are 
bearish patterns, while falling wedges are bullish patterns. Traders look for a breakout from 
the wedge to confirm the pattern and potentially take a position in the direction of the 
breakout. 

Traders use chart patterns in combination with other technical analysis tools and fundamental 
analysis to make informed trading decisions. However, it's important to note that chart patterns 
are not always reliable, and traders should always use risk management strategies to protect 
their capital. 

 

IV. Trading Strategies 

• Trend Following 
• Breakout Trading 
• Swing Trading 
• Day Trading 
• Position Trading 

 
There are many different trading strategies used by traders and investors to make trading 
decisions based on market trends and patterns. Here are some explanations of commonly used 
trading strategies: 

1. Trend Following:  
 
Trend following is a popular trading strategy that involves identifying and following the 
direction of a trend in the market. Traders who use this strategy will buy when the market is 
trending upward and sell when the market is trending downward. This strategy is based on 
the belief that markets tend to trend for extended periods of time. 
 
2. Breakout Trading:  
 
Breakout trading is a strategy that involves identifying key levels of support or resistance and 
entering trades when the price breaks through those levels. Traders who use this strategy will 
typically place stop-loss orders just below the breakout level to limit potential losses if the 
breakout fails. 
 
3. Swing Trading:  
 
Swing trading is a strategy that involves holding positions for several days or weeks in order 

to capture short-term price movements in the market. Traders who use this strategy will 
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typically look for stocks or other assets that are trading within a range and attempt to buy 
near the bottom of the range and sell near the top. 
 
4. Day Trading:  
 
Day trading is a strategy that involves opening and closing positions within the same trading 
day. Traders who use this strategy will typically use technical analysis and chart patterns to 
identify short-term price movements and enter and exit trades based on those patterns. 
 
5. Position Trading:  
 
Position trading is a strategy that involves holding positions for an extended period of time, 
typically several months or longer. Traders who use this strategy will typically use 
fundamental analysis to identify stocks or other assets that are undervalued or have strong 
growth potential and hold those positions for an extended period of time. 

Each of these trading strategies has its own strengths and weaknesses, and traders should choose 
a strategy that aligns with their personal trading goals, risk tolerance, and trading style. It's also 
important for traders to use risk management strategies, such as stop-loss orders, to limit 
potential losses. 
 

V. Risk Management 

• Position Sizing 
• Stop Loss Orders 
• Trailing Stops 
• Risk to Reward Ratios 

 
Risk management is a critical component of successful trading and investing. Here are some 
commonly used risk management tools: 

1. Position Sizing:  
 
Position sizing refers to the amount of capital a trader allocates to a particular trade or 
investment. Traders who use position sizing will typically risk a small percentage of their 
capital on each trade, with the goal of limiting potential losses and maximizing gains. 
 
2. Stop Loss Orders:  
 
A stop loss order is an order to sell a security at a specific price point in order to limit potential 
losses. Traders who use stop loss orders will typically set a stop loss order just below the entry 
price of a long position or just above the entry price of a short position. 
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3. Trailing Stops:  
 
A trailing stop is a type of stop loss order that adjusts automatically as the price of the security 
moves in the trader's favor. Traders who use trailing stops will typically set the stop loss order 
a certain percentage or dollar amount below the current market price, with the goal of locking 
in profits while minimizing potential losses. 
 
4. Risk to Reward Ratios:  

 
Risk to reward ratios is a way to assess the potential return on investment of a particular trade 
or investment. Traders who use risk to reward ratios will typically look for trades with a potential 
reward that is at least two or three times greater than the potential risk. 

By using these risk management tools, traders can limit potential losses and maximize potential 
gains, which is critical to long-term success in trading and investing. However, it's important to 
note that no risk management strategy can eliminate all risks associated with trading and 
investing, and traders should always use caution and follow their own risk management rules. 
 

VI. Putting it all together 

Putting it all together, successful trading requires a combination of skills and strategies, including 
combining price action and technical analysis, building a trading plan, back-testing trading 
strategies, and avoiding common trading mistakes. 

• Combining Price Action and Technical Analysis 
• Building a Trading Plan 
• Back-testing your Trading Strategies 
• Common Trading Mistakes to Avoid 

 
 
Combining Price Action and Technical Analysis: 

Price action and technical analysis are two key tools used by traders to make trading decisions. 
Price action involves analyzing the movement of an asset's price to identify patterns and trends 
that can indicate potential buying or selling opportunities. Technical analysis, on the other hand, 
involves using charts and indicators to identify similar patterns and trends. 

When combining these two approaches, traders can gain a more complete picture of the market 
and improve their chances of success. For example, a trader might use price action to identify a 
potential trend reversal, and then use technical analysis to confirm the trend reversal by looking 
at indicators such as moving averages or relative strength index (RSI). 
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Building a Trading Plan: 

A trading plan is a document that outlines a trader's approach to the markets. It typically includes 
details such as the trader's goals, risk management strategy, entry and exit rules, and the types 
of assets that the trader will trade. 

Building a trading plan is essential for traders who want to be successful over the long term. By 
defining clear rules and objectives, traders can avoid emotional decision-making and stick to a 
consistent approach to the markets. 

Back-testing your Trading Strategies: 

Back-testing is the process of testing a trading strategy using historical market data to see how it 
would have performed in the past. This allows traders to evaluate the effectiveness of their 
strategies and identify potential weaknesses. 

To back--test a trading strategy, traders need to first define their rules and then apply those rules 
to historical market data. They can then evaluate the results to determine if the strategy would 
have been profitable in the past. 

Common Trading Mistakes to Avoid: 

There are several common mistakes that traders make that can lead to losses. These include: 

1. Overtrading: Trading too frequently can lead to high transaction costs and emotional 
decision-making. 

2. Failing to manage risk: Traders who do not have a risk management strategy in place are 
more likely to suffer large losses. 

3. Chasing losses: Trying to make up for losses by taking on more risk can lead to even larger 
losses. 

4. Failing to stick to a trading plan: Deviating from a trading plan can lead to emotional 
decision-making and poor results. 

5. Focusing too much on short-term gains: Traders who are too focused on short-term gains 
may miss out on long-term opportunities. 

By avoiding these common mistakes and sticking to a consistent approach to the markets, traders 
can improve their chances of success over the long term. 

II. Market Context and Psychology 

• Understanding Market Context 
• Trading with Context 
• Identifying Market Sentiment 
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• Trading Psychology 

• Understanding Market Context: To make informed trading decisions, it's essential to 
understand the broader market context in which an asset is trading. This includes 
analyzing economic indicators, news events, and other factors that can affect the asset's 
price movements. By understanding the market context, traders can identify potential 
trading opportunities and adjust their strategies accordingly. 

• Trading with Context: Trading with context means taking into account the current 
market conditions, such as the overall trend, key support and resistance levels, and 
recent price movements, before making a trade. By trading with context, traders can 
avoid making impulsive decisions and improve their chances of success. 

• Identifying Market Sentiment: Market sentiment refers to the overall mood or attitude 
of traders and investors towards a particular asset or market. It can be bullish, indicating 
optimism and a preference for buying, or bearish, indicating pessimism and a 
preference for selling. By identifying market sentiment, traders can gain insights into 
market trends and adjust their strategies accordingly. 

• Trading Psychology: Trading psychology refers to the mental and emotional factors that 
can affect a trader's decision-making process. It includes managing emotions such as 
fear, greed, and overconfidence, as well as developing discipline and patience. By 
maintaining a healthy trading psychology, traders can make more rational and objective 
trading decisions, leading to more consistent trading performance. 

Incorporating these concepts into your Price Action Trading strategy can help improve your 
overall trading performance and increase your chances of success. It's important to 
continually work on improving your understanding of market context and refining your 
trading psychology to become a more disciplined and profitable trader. 

 
 
 

Note: This syllabus covers the essential topics for learning Price Action and Technical Analysis for Stock 
Market Trading. However, keep in mind that trading is a complex and dynamic field, and there is always 
more to learn. As such, it's essential to remain curious and continue learning even after completing this 
syllabus. 
 
 
 
 

 
 

- "Wishing you all the best for a great beginning ahead!"- 
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