Lesson Fourteen
Cup with Handle 
1. Introduction
Introduced by William O'Neil in 1988, this pattern has two parts: the cup and the handle. The cup forms in an uptrend market and looks like a bowl. As the cup is completed a pullback develops on the right side of the cup and it looks like the handle of the cup. A subsequent breakout from the handle finishes this pattern. 
2. Cup with Handle
It is formed in an uptrend market as continuation pattern. The trend should last a few months old but not too long. The longer it takes for the trend to breakout, the shorter the market will go after the breakout.

Cup: The cup should be a "U" shape and not a “V” shape. The perfect pattern would have equal highs on both sides of the cup but this requirement doesn’t necessarily have to be met.
Cup Depth: The retrace distance could range from 1/3 to 2/3 of the previous advance. Ideally, it should be 1/3 or less.
Handle:  After the high forms on the right side of the cup the pullback forms the handle. The handle represents the final consolidation before the big breakout. It can retrace up to 1/3 of the cup's advance but usually not any more than that. The smaller the retrace is the more bullish and the strong the breakout will be. 

Duration: The cup can be completed within 1 to 6 months. The handle can last from 1 week to many weeks. Usually the handle completes within 1-4 weeks.
Volume: There should be a substantial increase in volume when there is a breakout above the handle's resistance.
Target Price: 
         Target Price >= The Right Peak of the Cup - The Bottom of the Cup.
3. Comments
It is a bullish continuation pattern.
Like most chart patterns it is more important to capture the essence of the pattern than to follow the strict definitions of the pattern. The cup is a bowl-shaped consolidation and the handle is a short pullback followed by a breakout complemented with expanding volume.
Investment Knowledge
Current Yield (CY)
Stock’s Current Yield = (Annual dividend per share)/ (Stock’s current market price)

Example: If a corporation paid $2 in dividends per share over the past year and the stock’s current price is $20, then the Current Yield =?
If the stock current price change to $40, Current Yield =?

Bond’s Current Yield = (Bond’s Nominal Interest Payment) / (Bond’s Current Market Price)

Note: The bond’s Current Yield will change with the changing bond price in the secondary market due to interest rate fluctuation.

Example: If a bond’s face value is $1000 with a nominal interest rate of 5% when it is first issued, what is the bond’s Current Yield? If the bond’s price is $800 now in the secondary market, what is the bond’s Current Yield?
Total Return

Total Return is a rate of return accounting for the return on an investment from all sources, including appreciation, dividends, and interest.
Stock’s Total Return = (Stock’s change in price + Dividends) / Original Investment

Example: An investor bought a stock for $20. The stock increased in value to $21 while paying $1 in dividends during the year.
