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The stock market never made it to the price level I anticipated in the last
report before continuing to decline.

Instead, the Dow Jones is almost back to the July lows.

Let's take a look at the larger time frame to see if we can anticipate at what
price level the market might turn back up from.

The monthly Dow Jones chart shows price at the 50% retracement level from
the late 1994 low to the all time high.  The 50% retracement level is an
important one and stocks often do reverse at that price level.

 

 

Take a look at the next chart.  This chart includes another set of retracement
levels.  Retracements are marked off relative to the July 1996 low to the all
time high.

Notice that the 62% retracement level from the shorter time frame is almost at
the exact price level as the 50% retracement level of the larger time frame.

The chance for a price reversal is greatly increased when retracement levels
from different time levels overlap.

If you want more information about the history and psychology behind this
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phenomena, read the newest article on trading with fibonacci retracements.

 

 

 

 

Trade well!!

 

 

Quality content - pre-licensed for your use

Your are invited to use this article in your publication or website. 
The only requirement is that you include the following:

*** Article by Dave Wooding of the Wooding Trading Company.
Dave's site includes useful stock market trading information.  Visit
http://www.woodingtrading.com for more FREE information
about how the stock market works, trading tutorials and stock
market education.  If you would like to receive information on a
regular basis, simply send a blank email: 
mailto:newsletter@woodingtrading.com
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