Lesson Fifteen
Bump and Run Reversal
1. Introduction
Introduced by Thomas Bulkowski in 1997, the Bump and Run has three main phases: the lead-in, the bump, and the run. The pattern forms after excessive speculation drives prices up too far, too fast.
2. Bump and Run
Found in an uptrend market. 

Lead-in Phase: This phase can last 1 month or longer. There is no excessive speculation during this phase. The trend line should be moderately steep. An angle of 30 to 45 degrees is preferable. If the angle is greater than 45 then the bump is unlikely to be significant enough and if the angle is less than 30 then a subsequent trend line break will occur too late. 
Bump Phase: The bump forms with a sharp advance. The angle of the trend line from the bump's advance should be between 45 and 60 degrees.
Bump Validity:  The following should be true if the patter is to be valid: (The highest high of the bump to the lead-in trend line) >= 2 * (The highest high in the lead-in phase to the lead-in trend line) 
Bump Rollover: After speculation dies down the top begin to form. It can come in any form like a small double top or a series of descending peaks. The price declines towards the lead-in trend line and the right side of the bump forms.
Volume: Usually volume is average and sometimes low during the lead-in phase. However, volume expands as the advance accelerates during the bump phase.
Run Phase: The run phase starts from the breakthrough of the support of the lead-in trend line. The decline continues after the run phase takes over.
3. Comments
Price sometimes returns to the breakout point to retest the new resistance on a reaction move before resuming the decline.
The price target can only serve as a rough guideline. The pattern may go little shorter than the price target or beyond it. Further assessment is required.
Investment Knowledge
Inflation Adjusted Return (Real Return)
The nominal rate of return on an investment is not a good indicator of the actual return due to inflation. The real rate of return is a better indicator. 

The Real Return is the return after inflation is taken out.

Example: If an investor invest $100 today and receives $106 a year from now, then
His Rate of Return =?

If the inflation is 4%, 

His Real Return =?

If the inflation is 10%,

His Real Return =?
After-Tax Return

Investment involves a tax issue. To compare two investments with different tax rate we must compare them on an after-tax basis.
Example: The municipal bond is exempt from federal income tax. If there is a municipal bond with 4% nominal yield and a corporate bond with nominal interest rate of 5% for an investor to choose and the investor has a 20% tax bracket then which investment is better deal for the investor?
