
 

1.TECHNICAL TOOLS 

Support and Resistance Levels 
 

Support (SS) and resistance (RR) is a 
concept in technical analysis that the 
movement of the price of a security will 
tend to stop and reverse at certain 
predetermined price levels. 
 
A SS level is where prices tend to find 
support as it falls. The price will bounce 
off this level rather than break through it. 
 
A RR level is the opposite of a SS level. It 
is where prices tend to find resistance as 
it rises. 
 
Note that once prices break through a 
certain SS/RR level, that level will serve 
as the new RR/SS level in the future. 
 

 
 
 

 

Candlestick Patterns: Reversals 
 

Pin Bar 
 

A pin bar pattern consists of one price 
bar, which represents a sharp reversal 
and rejection of price. It is defined by a 
long tail (also known as “shadow” or 
“wick”) and generally have small real 
bodies (the area between the open and 
close).  
 
A general rule of thumb is that the pin 

bar tail be 2 3⁄  the total pin bar length or 

more and the rest of the pin bar should 

be 1 3⁄  the total pin bar length or less. 

 

Engulfing Patterns 
 

An engulfing pattern consists of two price 
bars; the first candlestick has a small real 
body with a short tail followed by a 
candlestick that eclipses or “engulfs” the 
previous candle. 

 

 
 

 

Double Bottom & Double Top 
(Reversals) 
 

A Double Bottom describes a drop of 
price, forming a swing low at a support 
area and subsequently another drop into 
that same support area forming another 
swing low. This looks like a letter “W” 
and indicates the lack of selling pressure 
as price failed to go lower. This would 
constitute to strong accumulation of longs 
to push the market into a reversal. 
 
Double Top would be the exact opposite 
of a Double Bottom, which means the 
price will be resisted at a level, forming a 
swing high, and a subsequent retest of 
that level forming another swing high at 
that particular level. This would look like 
a letter “M” and indicates the lack of 
buying pressure at that resistance level 
as price failed to go higher. This would 
constitute to a strong accumulation of 
short sellers which would push the 
market into a reversal. 

 

 

Chart Pattern: Flag 
 

Flags are short-term continuation 
patterns that mark a small consolidation 
before price resumes in moving in the 
intended direction. The patterns are 
usually preceded by sharp 
advances/decline. It is a small rectangle 
pattern that slopes against its previous 
move. If the move was an upwards 
bullish move, the flag will slope 
downwards. If the move was a 
downwards bearish move, the rectangle 
will slope upwards. 

 

 

Divergence: MACD 
 
Moving Average Convergence Divergence 
(MACD) is a trend following momentum 
indicator which shows the relationship 
between 2 moving average of prices. A 
bullish (bearish) divergence happens 
when price make a new low (high) but 
MACD shows that it’s making a higher low 
(lower high). 
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Fibonacci: 
 

Retracement  
 

Fibonacci retracement is normally 
used as a measurement tool to 
measure how much the 
upward/downward move will retrace. 
They are measured by taking two 
extreme points on a chart and 
dividing the vertical distance by the 
key Fibonacci ratios of 23.6%, 
38.2%, 50%, 61.8% and 100%. 
These ratios are found in the 
Fibonacci sequence and are indicated 
by horizontal lines.  
 
Popular retracement levels are: 
38.2% and 61.8% (also referred to 
as “the golden ratio/mean”). 
 

Extension 
 

Fibonacci extensions consist of all 
levels drawn beyond the standard 
100% level and are generally used to 
determine take-profit areas. 
 
Popular extension levels are: 161.8%, 
261.8% and 423.6%. 
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Harmonic Patterns: Bat, Cypher, Gartley  
 

Harmonic price patterns combine geometric price patterns with Fibonacci numbers to define 
precise turning points. Hence, Harmonic trading is an attempt to predict future movements. The 
trading method is precise as the patterns repeat themselves. 
 
Fibonacci numbers (mainly 0.618, the “golden ratio”) are commonly seen throughout nature and 
within society, and this includes the financial markets. List of ratios include: 0.382, 0.50, 1.41, 
2.0, 2.24, 2.618, 3.14 and 3.618. 
 
By identifying the patterns of varying lengths and magnitudes, the trader can apply Fibonacci 
ratios to the patterns and attempt to forecast potential reversal points.  



 

2. CASE STUDY of EURUSD (2015)

Trending period: On 22nd January 2015, ECB President Draghi announced asset purchases of €60 billion/month starting March 2015 till September 2016 and with the recovery of the US economy and 

expectations of increased interest rate by the Federal Reserve, the Dollar rises against the Euro; EURUSD went into a downtrend in the beginning of 2015. 

Consolidation period: As the ECB QE program gets fully priced by the market, EURUSD went into consolidation. This is also due to the market casting doubts on the delayed interest rate hike. 

In the December meeting, the Federal Reserve raised interest rate by 0.25% and with the possibility of a bigger stimulus from the ECB, could this signal a bearish view of EURUSD in 2016? In the next page, we 

will look at how traders can position themselves in two different market conditions. 



 

Ex.1 Bearish Engulfing 

 

Since the start of 2015, there has been a downtrend due to market expectations of quantitative 

easing as announced by the ECB. Note the swing low prior to the selloff, the support-turned-

resistance level will serve as entry for short positions should price trades to that level.  

On 6th February, a bearish engulfing pattern was completed at the new resistance level. 

Subsequently, price fell to 1.05. 

 

Ex.2 Harmonic pattern: Bat   

 

In the middle of March, price eventually found support at 1.05 and price traded upwards.  

Accumulation of longs and distribution of shorts/short covering are occurring at these levels. 

Subsequently, price went up and found resistance at around 1.1. After a short rally, price dipped to 

1.05 (pt. D) and found support at that level (note that at this point, a bullish bat pattern has formed). 

Traders can enter long position at 88.6% Fibonacci retracement of XA wave and set stop-loss a few 

pips below point X. After which, price rallied to the previous resistance at 1.15. 

 

Ex. 3 Double Bottom 

  

From 10th July to 11th of August, a double bottom was forming. The first bottom occurred at around 

1.08 while second bottom occurred at 1.085. Note that both bottoms coincide with the lower trend 

line. This is indicative of a lack of selling pressure in which the market will then be pushed into a 

reversal. 

In addition, the completion of this double bottom happened at 61.8% Fibonacci retracement of XY 

wave. On 12th August, the neckline was broken, price subsequently went higher. 

 

Ex.4 Pinbar 

 

In the late of August, price rallied clearing previous highs. However, price quickly traded down and a 

Shooting Star candlestick formed on the 4H chart. This candlestick means that there was a lack of 

buying pressure as price cleared previous highs and eventually, only sellers were left. Thus, a quick 

price rejection resulted in the formation of a long wick extending from the candle. This implies that 

there was accumulation of shorts and people were liquidating their longs as the reversal is confirmed 

by a quick sell off. In addition, there was divergence as price created a higher high but MACD failed 

to create a higher high.  

 

 



 

3. MULTI TIMEFRAME TECHNICAL ANALYSIS 

 

3.1 MONTHLY 

 

 

  3.2 WEEKLY 

  
Price has been moving in range for the past 9 months. It seems that price is consolidating from 

previous impulse. At this point, there was a breakout of flag pattern and now price seems to retest 

the lower trend line of that flag.  

Another possibility is price will retest the horizontal resistance level at 1.15 (Potential Reversal Zone 

1, PRZ1). A breakout beyond the resistance will signal a deeper correction is possible before another 

down impulse. If that is the case, price will likely to reverse at Potential Reversal Zone 2 (PRZ2) 

instead. At PRZ2, there is a strong resistance level which coincides with the 50-61.8% Fibonacci level.  

Moreover, any move beyond point B (1.05) will confirm the continuation of a downward trend. In the 

medium run, we believe that the price will reach 0.95, which is the 127.2% Fibonacci extension of the 

AB wave. 

 

There is a cypher pattern formed on the weekly time frame. It completed at 1.05 (pt. D) and price 

reversed. The conservative target of cypher pattern will be the 61.8% of XA wave (1.12333), 

however it is possible that price could climb higher. 

Traders should pay attention to the strong resistance level of 1.15. If price trade to this level, then 

further confirmation will be needed to enter short position (Bearish Engulfing/Pin bar).  

Note that there is also a possibility for the formation of Gartley or Bat. Pt. D will be a good area to 

enter a short position for both patterns. In addition, this level is also the potential reversal zone 1 

where it displayed strong resistance over the past 11 months. 

 

 

 

  

 

 

 



 

 

3.3 DAILY 

 

 

Scenario 1: 

Currently, price seems to be stuck at 1.1105, this level could be a minor resistance. There is a high 

probability that price might fall lower, if that is true, then the target will be the strong support level at 

1.05. If price bounces at this level (1.05), there is a possibility that a double bottom has formed then 

a break above the neckline (1.105) will be a good setup to enter long position. The target will be 

Potential Reversal Zone 1 (1.15). 

 

Scenario 2:  

Price is approaching the critical level of 1.11069. It was a support-turned-resistance level and also the 

61.8% Fibonacci retracement of the XA wave. Thus, traders may enter a short position should any 

reversal candlesticks formed at this level. The first target will be the support at 1.05 and the second 

target will be 0.95. 

There is also the possibility that price may breakthrough the 1.11069 level. As such, traders may wait 

for further confirmation such as a reversal candlestick formed at the strong resistance (1.15). 

Additionally, there may be a formation of a double top. If that is the case, traders may choose to 

enter a short position once price breaks the neckline. 

 

 

 

4. FUNDAMENTAL ANALYSIS 

4.1 AN OVERVIEW OF QE AND HOW IT AFFECTS EXCHANGE RATE  

Quantitative Easing, was a term coined by Prof Richard Werner in 1994-1995 where he was working 

as an economist in Tokyo. His concept involved credit creation rather than changing real variables 

through printing of money. However, when the first Quantitative Easing (QE) was carried out by Bank 

of Japan, it was different then what Prof Richard Werner had in mind. This involved the Bank of 

Japan printing a considerable amount of money for stimulus. 

 

 

 

The diagram above depicts the QE programmes of most Central Banks QE programmes. This focuses 

on boosting the economy through lowering interest rates by printing more money to buy up 

securities. Lower interest rates would stimulate the economy through various ways - stocks will 

become more attractive than bonds and it would lower the cost of borrowing, leading to lower costs 

for businesses. 

QE affects the exchange rate through the concept of supply and demand. When there is more supply 

of one particular currency than its demand, this results in the depreciation of the currency. Moreover, 

a low interest rate economy would mean lower investment yields. This would cause a significant 

outflow of funds to other countries with more attractive investment yields. Thus, demand for the 

currency falls and the currency depreciates.                                    

                            



 

4.2 SENTIMENT ANALYSIS OF BOTH US AND EUROZONE 5. CONCLUSION OF EURUSD: BEARISH 

Clearly, the monetary policies carried out by both central banks diverge from one another. On one 

hand, Federal Reserve is tightening money supply as US economy continues to recover, job market 

remains robust, and inflation is expected to pick up soon.  Conversely, ECB is delivering quantitative 

easing program (until March 2017) and is expected to increase the magnitude of asset purchase. 

Moreover, Eurozone is facing a very different set of economic conditions, including sluggish growth, 

the risk of deflation. Without a doubt, a comparison of the Eurozone and US fundamentals clearly 

point toward a weaker EUR and a stronger USD, which makes a bearish EURUSD view completely 

logical. 
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EUR/USD 

EUROPEAN CENTRAL BANK(ECB) Federal Reserve (USD) 

Commentaries Sentiment Commentaries Sentiment 

ECB started its asset purchase 

program in March 2015. 
Bearish 

The Federal Reserve ended 

quantitative easing and is 

currently moving back to 

normal monetary policies. 

Bullish 

ECB extended QE to March 2017 

and cuts its deposit rate to -0.4%. 
Bearish 

The Federal Reserve raised 

federal funds rate by 0.25% 

on 17th December. It is also 

expected to increase gradually. 

Bullish 

Recent Inflation report showed 

that there is a possibility for euro 

area to go into deflation. 

Therefore, ECB might deliver a 

more aggressive QE. As Mario 

Draghi hinted before; more 

stimulus is still possible to prevent 

Eurozone to go into deflation. 

Bearish 

Household spending and 

business fixed investment 

have been increasing at solid 

rates in recent months.   A 

range of recent labour market 

indicators, including ongoing 

job gains and declining 

unemployment, shows further 

improvement and confirms 

that underutilization of labour 

resources has diminished 

appreciably since early this 

year (2015). 

Bullish 

  

Inflation is expected to rise to 

2% over the medium term as 

the transitory effects of 

declines in energy and import 

prices dissipate and the labour 

market strengthens further. 

Bullish 
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