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Introduction to Price Behavior

Technical analysis is ultimately the study of human behavior in the market. In this episode, we
decode how buyer and seller psychology translates into price movements on a chart. This
guide will serve as your companion to the Episode 15 video lectures, helping you master the
concepts of support, resistance, trends, and market psychology.

1. Support & Resistance: The Foundation of Price Action
A. Support: Fair Value

e What itis: Support is a price level where a downtrend tends to pause due to a
concentration of demand (buying interest). Think of it as a "floor."

e The Psychology (Fair Value): At this price, the market perceives the stock to be at a "Fair
Value" or cheap. Buyers are eager to buy, and sellers are reluctant to sell, causing the price
to bounce back up.

B. Resistance: Higher Valuations

e What it is: Resistance is a price level where an uptrend tends to pause due to a
concentration of supply (selling interest). Think of it as a "ceiling."

e The Psychology (Higher Valuations): At this price, the market perceives the stock as
expensive or at "Higher Valuations." Buyers hesitate to buy more, and current holders start
selling to book profits, pushing the price back down.

2. Market Phases: Ranges, Breakouts, and Breakdowns
C. Why Share Moves in a Range?

e The Concept: A stock moves in a range (consolidation phase) when the forces of supply
and demand are nearly equal. The price bounces between established Support and
Resistance levels.

o Key Takeaway: The market is "taking a breath" and deciding on its next major move.
Range-bound markets are times of accumulation or distribution.

D. BreakOut: The New Life - New Range
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e What itis: A breakout occurs when a stock's price aggressively moves above its
Resistance level, ideally on high volume.

e The Impact: This signifies "New Life." The old valuation ceiling has been shattered,
indicating strong bullish sentiment. The stock enters a new, higher trading range.

E. BreakDown: The Worst Life - New Range

e What itis: A breakdown happens when a stock's price falls significantly below its Support
level.

e The Impact: This represents a highly bearish scenario (“The Worst Life"). The safety net
has broken, panicking investors, and the stock searches for a new, lower support level.

3. Market Psychology & Traps

F. Higher Expectations & Lower Expectations

e Price charts are driven by future expectations. A stock breaking out is driven by higher
expectations of future earnings or growth. Conversely, a stock breaking down suffers from
lower expectations. Always align your trades with the market's dominant expectation.

G. Trader's Remorse: Second Chance

e What it is: After a breakout or breakdown, prices often reverse course temporarily to
retest the level that was just broken. This is called a throwback or pullback.

e The Opportunity: This is the "Second Chance" for traders who missed the initial move. For
example, if a stock breaks out above resistance, it may dip back down to touch that line
again before continuing its upward journey.

I. Bulls Trap

e Whatitis: A bull trap is a false signal. A stock appears to be breaking out above
resistance, tempting buyers ("bulls") to jump in. However, the momentum fails, and the
price sharply reverses back into the old range or lower.

e How to avoid: Always wait for volume confirmation or a closing price well above the
resistance level to confirm a true breakout.

4. Role Reversals

H. Conversion of Support from Resistance

e The Polarity Principle: One of the most important rules in technical analysis. Once a
Resistance level is successfully broken, it flips its role and becomes the new Support level.
e Conversely, broken Support becomes the new Resistance.

5. Identifying and Riding Trends

K. Trends: Rising & Falling Trends

e Rising Trend (Uptrend): A series of Higher Highs (HH) and Higher Lows (HL). The bulls are
in control.
e Falling Trend (Downtrend): A series of Lower Highs (LH) and Lower Lows (LL). The bears



are in control.
e Rule of thumb: "The trend is your friend." Trade in the direction of the dominant trend.

J. Trends: 2X, 5X, 10X (Multibaggers)

e |dentifying wealth-creating stocks requires spotting long-term, sustained rising trends.
Stocks that become 2x, 5x, or 10x do not do so overnight; they do it by maintaining a
sequence of higher highs and higher lows over months or years, supported by strong
fundamentals.

6. Advanced Behavior Analysis

L. Behaviour Analysis Sector Wise

e Individual stocks rarely move in isolation. Analyzing the overall sector chart is crucial. If the
entire IT sector is breaking out, an individual IT stock's breakout has a much higher
probability of success. Money rotates from one sector to another based on economic
cycles.

M. Stocks Upgradation

e What itis: This refers to the active portfolio management strategy of identifying
weakening trends in your current holdings and rotating your capital into stronger,
higher-quality stocks showing fresh breakouts or robust rising trends.

e Why it matters: It ensures your capital is always deployed in assets with the highest
probability of upward price behavior.

Note: Ensure you review the “Live Session: Technical Analysis (Free)" provided in the course
portal to see these concepts applied in real-time market conditions.
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