
Technical Analysis for
Trading
This playbook describes the step-by-step process of

utilizing technical analysis for making informed trading

decisions. It covers the use of charts, various indicators,

and pattern recognition in the context of trading stocks,

forex, or commodities.

Step 1: Choose Asset 

Select the asset or market you want to trade in, such as stocks, forex,

or commodities. Ensure it’s an asset you are knowledgeable about or

have researched.

Step 2: Set Objectives 

Define your trading objectives, including your risk tolerance,

investment time horizon, and financial goals. This will guide your

technical analysis approach.

Step 3: Chart Selection 

Choose the appropriate chart type for your analysis. Options include

line charts, bar charts, and candlestick charts, with candlestick

charts being the most popular due to the amount of information they

provide.



Step 4: Identify Trends 

Use the chosen chart to identify market trends. Look for uptrends,

downtrends, or sideways movement to assess the general market

direction.

Step 5: Apply Indicators 

Select and apply technical indicators that align with your strategy.

Popular choices include moving averages, MACD (Moving Average

Convergence Divergence), RSI (Relative Strength Index), and

Bollinger Bands.

Step 6: Pattern Recognition 

Examine charts for recognizable patterns such as head and

shoulders, triangles, flags, and wedges. These patterns can signal

potential market moves.

Step 7: Volume Analysis 

Analyze trading volume as a confirmation tool. Rising volume can

confirm a trend, while falling volume might indicate a weakening

trend.

Step 8: Confirm Signals 

Use multiple technical analysis tools to confirm trading signals.

Never rely on one indicator or pattern alone; look for confirmation

across different methods.



Step 9: Risk Management 

Establish your risk management strategy. Determine stop-loss orders

and take-profit levels before entering any trade to protect your

capital.

Step 10: Trade Execution 

Execute the trade based on your technical analysis and pre-

established entry and exit points. Monitor the trade and adjust stop-

loss orders as necessary.

Step 11: Review Trades 

Regularly review your completed trades against your technical

analysis to learn from successes and mistakes. This will allow for

continuous improvement in your trading strategy.

General Notes

Continuous Learning 

Stay updated with new technical analysis methods and market

changes. Continuous learning and adaptation are key to successful

trading.

Emotional Discipline 

Maintain emotional discipline and avoid making trades based on

impulse or fear. Stick to your analysis and risk management rules.



Backtesting 

Consider backtesting your technical analysis strategy using historical

data to evaluate its effectiveness before applying it to live markets.
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