Lesson Twelve
Rectangle
1. Introduction
A Rectangle contains an upper horizontal resistance line and a lower support horizontal line. Sometimes, it is referred as trading range, consolidation zone, or congestion area.
2. Rectangle
It is formed as a trading range in a trend as continuation pattern. Ideally the trend should be few months old. 
Upper Horizontal Resistance Line: Formed by at least two reaction highs. The reaction highs should be roughly equal. 
Lower Horizontal Support Line: Formed by at least two reaction lows. The reaction lows should be roughly equal.

Duration:  Longer than 3 weeks. Generally, the longer it takes to form the pattern the further the market can go in the breakout direction.
Breakout Direction: The breakout can be determined only after the break out. Guessing the direction can be dangerous.

Breakout Confirmation: Big volume with breakout, sustained 3 days or more after break out, or the price stands above 3% of the breakout point.
Target Price: The height of the rectangle is usually how far the market will go after the breakout.
3. Comments
The price will sometimes return to the breakout point before resuming in the direction of the breakout. This offers second opportunity.
The Rectangle represents that the bull and bear are fighting each other and no one gains the control. You can consider buying near the support and selling near the resistance.
Investment Knowledge
Financial and Investment Terminology
Earnings per Share: The amount of profit each share gives. 


Going Public: Slang for when a company is planning an IPO. 


IPO: Stands for Initial Public Offering. An IPO is when a company sells stock of itself for the first time. 

Market Cap: The amount of money you would have to pay if you bought every share of stock in a company. 

Market Cap = (the number of shares) * (the price per share.) 

Share: A share represents an investor's ownership in the profits, losses, and assets of a company. It is created when a business carves itself into pieces and sells them to investors in exchange for cash. 

Ticker Symbol: A short group of letters that represents a particular stock (ex. "Coca Cola" is referred to as "KO", “Microsoft Corp.” is referred as “MSFT” etc.) 

Underwriter: The financial institution or investment bank that does all of the paperwork and orchestrates a company's IPO. 
Book Value: Book Value is not the same as Shareholder Equity.  A company's book value is equal to the shareholders' equity after subtracting all intangible items. It is the theoretical value of all of the company's tangible assets (those which can be touched, seen, and felt).  For this reason book value is sometimes also called "Net Tangible Assets".
The amount of net tangible assets of a company is very important.  This number normally can’t be found from the company’s balance sheet which can be found from Yahoo or other financial sites. You need analyze the balance sheet to figure this number out. To calculate it take the total assets and subtract all of the intangible assets such as goodwill.  What you are left with is the tangible assets of the company: the buildings, computers, telephones, pencils, office chairs etc.

