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@ Welcome to Episode 16

Welcome to one of the most crucial modules of your wealth-building journey. Identifying a
fundamentally strong company is only half the battle; knowing when to buy determines your
overall profitability and risk.

In this episode, we transition from finding what to buy, to mastering where to buy. This
document serves as your quick-reference study guide for all the video lessons and
presentations covered in Episode 16.

Section 1: The Core of Buying Levels

A. How Averages Help Buy Strong Stocks at Lower Levels



Fundamentally strong stocks rarely trade at cheap valuations for long. To maximize returns,
investors must use price averages to spot low-risk entry points during market dips.

e The Concept: Moving averages act as "dynamic support levels." When a strong stock dips
to a key average—such as the 50, 100, or 200 Monthly Exponential Moving Average
(MEMA)—it often presents a low-risk accumulation zone for long-term investors.

e Actionable Insight: Do not chase strong stocks when they are stretched far above their
averages. Wait for the price to revert to the mean (average) before initiating or adding to
your position.

B. Opportunities To Buy

Not all dips are buying opportunities. We cover how to distinguish between a structural
breakdown and a temporary pullback, ensuring you deploy capital efficiently into winning
setups.

\ Section 2: Understanding Market Corrections

C. Different Types of Corrections: How Stocks Fall?

Stocks do not go up in straight lines. Understanding how a stock digests its previous gains is
critical to managing your emotions and your portfolio.

1. Price Correction: The stock falls significantly in price (e.g., a rapid 15% to 20% drop) to
shake out weak hands before resuming its uptrend.

2. Time Correction (Consolidation): The stock trades in a sideways, flat range for an
extended period, allowing its earnings and moving averages to “"catch up" to the price.

There are even: W, Y & Z Types of fall.

“ " “ "

3. W Fall: During this Fall, the First fall “a”, the recovery “b’ and second fall “c” are similar.
Hence we do not see deep lows during this fall for the second time.

4. Y Fall: During this fall, The First fall “a” and second fall “c” are similar but the recovery
phase “b” is smaller which makes the deep cut in Prices during the second fall. Hence we
see deep lows here.

5. Z Fall: During this fall, The First fall “a” and second fall “c” are similar and larger but the

recovery “b” is smaller which drags the stocks to lifetime lows.
D. The Power of Buying Levels: Retracements

When a stock pulls back from its recent high, it often retraces a predictable percentage of its
previous move (e.g., Fibonacci retracements of 38.2%, 50%, or 61.8%).

e The Strategy: Buying near these key retracement levels offers a high reward-to-risk ratio.
It allows you to enter a strong trend at a discount with a clearly defined stop-loss.



1| Section 3: Mastering Key Technical Indicators

In this section, we dive into the data-driven tools that validate our buying decisions.

E. Monthly Exponential Moving Averages (MEMA)

e What itis: As long-term investors, we focus on the Monthly Exponential Moving
Average (MEMA) rather than shorter-term daily averages (like the 50 DMA). We
specifically look at the 50, 100, and 200 MEMA.

e Why we use it: To identify the long-term direction of the trend and determine major
dynamic support/accumulation zones for wealth building. Using monthly exponential
averages helps us filter out short-term market noise. (Covered extensively in the included
Free Presentation).

F. Relative Strength Index (RSI)

e What it is: A momentum oscillator that measures the speed and change of price
movements, oscillating between 0 and 100.
e How to use it: * Traditionally, an RSI below 30 indicates an "Oversold" condition (potential
buying area).
o An RSl above 70 indicates an "Overbought" condition.
o Pro Tip: We look for RSI divergences—when the stock price makes a lower low, but
the RSI makes a higher low, signaling a potential reversal.

G. Volume Analysis
Price movement without volume is like a car without fuel.

e Upward Moves: Breakouts and upward trends should be accompanied by high volume
(institutional buying).

e Pullbacks (Corrections): Healthy retracements back to buying levels should occur on low
volume (lack of selling pressure).

. Section 4: Charting & Trend Analysis
H. Basic Charting Techniques

To wrap up the module, we provide a foundational overview of reading price charts.

e Trend Identification: An uptrend is simply a series of Higher Highs (HH) and Higher Lows
(HL). A downtrend is a series of Lower Highs (LH) and Lower Lows (LL).

e Support & Resistance: Identifying historical price zones where buying (support) or selling
(resistance) historically steps in.

%4’ Next Steps & Action Plan



1. Watch all the modules on your course dashboard: Course Portal Link

2. Review the Presentations provided on Key Indicators and Charting.

3. Practice: Open up 3 charts of fundamentally strong companies you track. Try to identify
their recent price corrections, Monthly Exponential Moving Averages (50, 100, 200
MEMA), and RSl levels.

4. Prepare your questions! Bring your charts, doubts, and analysis to our live session.

See you at the Live Coaching Session on Tuesday, 19th May!

' sy Profit

Fromit .


https://profitfromit.co.in/course/Fundamental&TechnicalAnalysisPracticalWorkshop
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