Lesson Two

1. Terms
* Bull/Bull Market/Bullish

* Bear/Bear Market/Bearish

* Trading Range
2. Why market is moving up or down?
This is because of supply and demand. When supply increases it means you should sell because the market will go down. When demand increases it means you should buy because the market will go up. When supply and demand are balanced prices move sideways because the bulls and bears are fighting for control.
3. Introduction of Support and Resistance
Support and resistance are price levels or price ranges in which the forces of supply and demand meet. 
4. Support

What is Support? Support is the price level or price range at which demand is thought to be strong and might prevent the price from declining further. 
When price is declining and approaching the support the market will either reverse at any time or struggle around the support level for a while before the winner emerges from the battle between the bulls and the bears.

However, support does not always hold. If the price dips below the support with confirmation it means:
     1. The bears have won over the bulls
     2. There is lack of incentive to buy
     3. The sellers have reduced their expectations and there is a new willingness to sell
     4. Another support level has to be established at a lower level
Where Is Support Established?

1. It is usually below the current price
2. It may be close to current price. This means the current price might lower than the support in some situations. Even if the security price briefly dips below the support level it doesn’t mean the support is broken. It is one of the tricks that big players usually use to confuse or create panic among the market participants is by manipulating the market to make it briefly break through the support.
Method to Identify Support:

1. Look for previous lows under current price level
2. Look for heavily traded areas under current price level
5. Resistance
What Is Resistance? Resistance is the price level or price range at which supply is thought to be strong and might prevent the price from rising further. 
When the price is rising and approaching the resistance the market will either reverse at any time or struggle around the resistance level for a while before the winner emerges from the battle between the bulls and the bears.

However, resistance does not always hold. If the price is rising above the resistance with confirmation it means:

1. The bulls have won over the bears
2. There is lack of incentive to sell
3. The buyers have raised their expectations and there is a new willingness to buy
4. Another resistance level has to be established at a higher level
Where Is the Resistance Established?

1. It is usually above the current price 

2. It may be close to current price. That means the current price might higher than the resistance in some situations. Even if the security price briefly rises above the resistance level doesn’t mean the resistance is broken. This is another one of the tricks that big players usually use to confuse or create panic on the market participants by manipulating the market to briefly break through a resistance.
Method to Identify Resistance:
1. Look for previous highs above current price level
2. Look for heavily traded areas above current price level
6. Support Equals to Resistance
Support and resistance are like mirror images.
1. If a resistance level or range is broken through with confirmation it can be turned into support level or range
2. If a support level or range is broken through with confirmation it can be turned into a resistance level or range
7. Support and Resistance Zones

Because technical analysis is not a science there are times when the exact support and resistance levels can not be found. Therefore it is useful to create support and resistance zones. 
1. If the trading range spans less than 2 months and the price range is relatively tight then it is better to use  more exact support and resistance levels
2. If a trading range spans many months and the price range is relatively large then it is best to use support and resistance zones
8. Conclusion

1. Identification of key support and resistance levels is one of the most important steps to having successful technical analysis. Being aware of their existence and location can greatly enhance analysis and predicting abilities. 
2. If a security is approaching an important support level it can serve as an alert to be extra vigilant in looking for potential an uptrend reversal to take advantage of.
3. If a security is approaching an important resistance level it can serve as an alert to look for potential a downtrend reversal to take advantage of. 
4. If a support or resistance level is broken with confirmation it signals that the relationship between supply and demand has changed. A resistance breakout signals that bulls have won the battle and a support break signals that bears have won the battle. 

Comment: Always go with the winner, not the loser!

