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Definitions

Direction

· A concept that defines the movement of the market

· Direction overrules Trend

· Criteria that defines Direction is different than the criteria that defines Trend

· There are a number of Directional Indicators

Movement

· Encompasses both Trend and Direction

· Said another way, Trend and Direction define the movement of the market

Failure

· If the market experiences a failure, then it is defined as a Directional indicator

Trend

· Defines the movement of the market, up or down

· Most commonly used indicators are Trend Lines (TL), Moving Averages (MA), and MACD (Moving Average Convergence Divergence)

Market Analysis

Trend Analysis

Trend Indicators

Average Directional Index Rating (ADXR)

Displaced Moving Average (DMA)

MACD

Moving Average Bands/Deviation Bands

Stochastics

Trend Indicators (definitions)

Average Directional Index Rating (ADXR) (do not confuse with ADX)

· The ADXR is used in trending markets to evaluate the strength of a prevailing trend. ADXR can also identify non-trending markets or the deterioration of an ongoing trend. Although market direction is important in its calculation, the ADXR is not a directional indicator.
Displaced Moving Averages (DMA)

· tend to reduce ‘whipsaws’

· can be used as leading indicator

· plotted on time axis, not price

MACD/Stochastic combination

· MACD represents the longer term money (traders willing to hold their positions longer)

· Stochastic represent shorter term money (traders who don’t want to lose money, so they exit there trades early with little drawdown)

· You can play these two indicators against each other 

Moving Average Bands/Deviation Bands

· Bollinger Bands (BB) are an example. Bollinger Bands combine the trend identifying aspects of a moving average with a dynamic factor, each market’s own volatility, to plot an envelope. (BB’s can be defined as deviation bands since they use a standard deviation calculation to construct them.)

Stochastics

· One of the most commonly used indicators

· Known as an Overbought / Oversold indicator (OB/OS)

Lagging indicators

· A lagging indicator requires the market to move before the indicator turns one way or the other.

· Displaced Moving Averages (DMA)

· Moving Average (MA)

· Stochastic

· RSI

· Trend Lines (TL)

Directional Analysis 

Directions overrules Trend

Directional Indicators

· Leading indicators

· Average Directional Index (ADX)

· Fibonocci Series

· Fibonocci Retracements

· Fibonocci Time Series

· Fibonocci Speed Resistance Arcs

· Fibonocci Speed Resistance Fans

· Fibonocci Trend-based Price Lines

· Detrended Oscillator

· Oscillator Predictors

· Astrological

· Astronomical

Directional Indicators

Average Directional Index (ADX)
· The ADX (Average Directional Index) measures the strength of a prevailing trend as well as whether movement exists in the market. This indicator can also be used to identify non-trending markets, or a deterioration of an ongoing trend. Although market direction is important in its calculation, the ADX is not a directional indicator.

