Lesson 8
Price Channel
1. Terms



* Reaction low


* Reaction high 
2. Introduction
A price channel includes two parallel lines: a lower trend line and upper trend line. The lower trend line service as support and the upper trend line service as resistance. 
Types: Uptrend price channel and downtrend price channel.
3. Uptrend price channel
Main Trend Line: It takes at least two reaction low points to draw the main trend line. This line has a positive slope.

Channel Line: Use one reaction high to draw a parallel line to the main trend line. Ideally, the channel line will be based of two reaction highs.
4. Downtrend price channel
Main Trend Line: It takes at least two reaction high points to draw the main trend line. This line has negative slope.
Channel Line: Use one reaction low to draw a line to the parallel main trend line. Ideally, the channel line will be based of two reaction lows.
5. Discussion of the uptrend price channel
It is an upward zigzag of price movement that results when the bulls are in control.

As long as prices movement is inside the channel the trend is considered bullish. 

The first warning of a trend change occurs when prices fall short of the channel line resistance. A subsequent break below main trend line support would provide further indication of a trend change. 

A break above the channel line resistance would indicate an acceleration of the bullish advance.
6. Discussion of downtrend price channel
It is a downward zigzag of price movement that results when the bears are in control.

As long as prices movement is inside the channel the trend is considered bearish. 

The first warning of a trend change occurs when prices fall short of the channel line support. A subsequent break above main trend line resistance would provide further indication of a trend change. 
A break below channel line support would indicate an acceleration of the bearish decline.
7. Comments
Look to buy when prices reach the main trend line support of an uptrend price channel.

Look to sell when prices reach the main trend line resistance of a downtrend price channel.

Other technical analysis should be used to confirm signals of price channel.

A channel line that is exactly parallel to the main trend line is ideal.
