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Better Education 
Leads to Better Trades

The following presentation is a production of Safe Option Strategies © and the content 
is protected by copyright.  Any reproduction or redistribution of this or any Safe Option 

Strategies © presentation is strictly prohibited by law.

The information presented in this class is for education purposes only.  Safe Option 
Strategies © does not make any recommendation to buy or sell stocks or options.  
Trading stocks and options comes with risk and you are solely responsible for any 

losses you may incur as a result of trading.  Any live trades discussed in this, or any 
Safe Option Strategies class, are additionally for education purposes only.  There is no 

recommendation, implied or otherwise, to place these trades with real money.



Better Education 
Leads to Better Trades

Technical analysis is a trading discipline employed to 
evaluate investments and identify trading opportunities 

by analyzing statistical trends gathered from trading activity, such 
as price movement and volume.

Technical analysis tools are used to scrutinize the ways supply and 
demand for a security will affect changes in price, volume and 
implied volatility. Technical analysis is often used to generate 
short-term trading signals from various charting tools, but can 

also help improve the evaluation of a security's strength or 
weakness relative to the broader market or one of its sectors.
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Technical Indicators

1. OHLC Bars (Open High Low Close)

2. RSI (Relative Strength Index)

3. Moving Averages (Exponential and Simple)

4. MACD (Moving Average Convergence Divergence)

5. Support and Resistance

6. Volume

Better Education 
Leads to Better Trades



OHLC Bars
Open High Low Close

An OHLC chart is a type of bar chart that shows open, high, low, 
and closing prices for each period. OHLC charts are useful since 
they show the four major data points over a period, with 
the closing price being considered the most important by many 
traders.

The chart type is useful because it can show increasing or 
decreasing momentum. When the open and close are far apart it 
shows strong momentum, and when the open and close are close 
together it shows indecision or weak momentum. The high and 
low show the full price range of the period, useful in 
assessing volatility. 
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RSI
Relative Strength Index

RSI – Relative Strength Index - A technical momentum indicator that 
compares the magnitude of recent gains to recent losses in an attempt to
determine overbought and oversold conditions of an asset.
The RSI is displayed as an oscillator (a line graph that moves between two 
extremes) and can have a reading from 0 to 100. 
Traditional interpretation and usage of the RSI are that values of 70 or above 
indicate that a security is becoming overbought or overvalued and may be 
primed for a trend reversal or corrective pullback in price. An RSI reading of 30 
or below indicates an oversold or undervalued condition.
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MACD
Moving Average Convergence Divergence

Moving Average Convergence Divergence (MACD) is a trend-following momentum indicator that 
shows the relationship between two moving averages of a security’s price. The MACD is 
calculated by subtracting the 26-period Exponential Moving Average (EMA) from the 12-period 
EMA.
The result of that calculation is the MACD line. A nine-day EMA of the MACD called the "signal 
line," is then plotted on top of the MACD line, which can function as a trigger for buy and sell 
signals. Traders may buy the security when the MACD crosses above its signal line and sell - or 
short - the security when the MACD crosses below the signal line. Moving Average Convergence 
Divergence (MACD) indicators can be interpreted in several ways, but the more common 
methods are crossovers, divergences, and rapid rises/falls.
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Moving Averages
Exponential and Simple

EMA (Exponential Moving Average) –
An exponential moving average (EMA) is a type of moving average (MA) that 
places a greater weight and significance on the most recent data points. The 
exponential moving average is also referred to as the exponentially weighted
moving average. An exponentially weighted moving average reacts more 
significantly to recent price changes than a simple moving average (SMA), 
which applies an equal weight to all observations in the period.

SMA (Simple Moving Average ) –
A simple moving average (SMA) calculates the average of a selected range of 
prices, usually closing prices, by the number of periods in that range.
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Support and Resistance

Support –
Support, or a support level, refers to the price level that an asset does not fall 
below for period of time. An asset's support level is created by buyers entering 
the market whenever the asset dips to a lower price.

Resistance –
Resistance, or a resistance level, is the price at which the the price of an asset 
meets pressure on its way up by the emergence of a growing number of sellers 
who wish to sell at that price.
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Volume

Trading volume is a measure of how much of a given financial asset has traded 
in a period of time. For stocks, volume is measured in the number of shares 
traded and, for futures and options, it is based on how many contracts have 
changed hands. The numbers, and other indicators that use volume data, are 
often provided with online charts.

Looking at volume patterns over time can help get a sense of the strength or 
conviction behind advances and declines in specific stocks and entire markets. 
In fact, volume plays an important role in technical analysis and features 
prominently among some key technical indicators.

Better Education 
Leads to Better Trades





The 3 Big Technicals 

1. RSI – Relative Strength Index - A technical momentum indicator that 
compares the magnitude of recent gains to recent losses in an 
attempt to determine overbought and oversold conditions of an 
asset. 

2. 5/20-Day EMA - A type of moving average that is similar to a simple 
moving average, except that more weight is given to the latest data. 
The exponential moving average is also known as "exponentially 
weighted moving average.”

3. MACD – Moving Average Convergence Divergence - A trend-
following momentum indicator that shows the relationship between 
two moving averages of prices.
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Summary
Technical Analysis

Better Education Leads to 
Better Trades

• No technical indicator is perfect.

• Pay attention to support, resistance, and volume, but be 
careful trading solely on those indicators.

• RSI – 5/20 Day EMA – MACD are often times self fulfilling 
prophecies.

• Educated guesses are still guesses.


