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Which has a larger annual 
GDP? Texas or Russia? 

 
 
 

 
 
 

Current Views 
 

 

Short USDCAD @ 1.2690 
Stop loss 1.2806 

Take profit 1.2502 
 

Long NZDUSD @ 0.6692 
Stop loss 0.6614 

Take profit 0.6818 
 

Long BTC @ 38220 
Stop loss 31400 

Take profit 49900 
 

Bullish EURGBP 
Long 18MAR 0.8550 EURGBP digital 

call at 24% (spot ref. 0.8426) 
 

    

  

 

 
 
 
 

 
 
 

 

Technical analysis can reveal 
underlying market structure 

 

Sometimes I am blown away by the fact that I can still have new thoughts about trading 
after so many years. You would think that at some point… you just know what you 
know… after living and breathing trading and macro for 25 years… There must be 
nothing left to learn right? Wrong! I still learn new stuff and my thinking on trading evolves 
all the time. It’s amazing. 
 

Anyway, while writing an educational Substack on technical analysis last week, I came 
to an interesting realization: All the technical setups and formations that I use and believe 
in reflect, in some way, the underlying structure of the market. Those approaches do not 
reveal something about the behind-the-scenes activity happening on trading floors. 
That’s probably why those setups and formations appeal to me, but I never realized it 
until last week. 
 

Conversely, this also explains the common feature of styles and approaches to technical 
analysis that do not appeal to me. They don’t match a real thing that happens in the 
market IRL. A highly complex and mathematical approach that operates at 15,000 feet 
and does not directly mirror underlying trading activity will never appeal to me. 
 

Perhaps subconsciously I have concluded that this feature of some approaches and not 
others is the difference between technical analysis as “study of underlying market 
structure” vs. technical analysis as pig entrail reading/astrology. Some of this content 
overlaps with my Substack—I rarely if ever do this—but I think in this case the information 
is relevant for both audiences so I figured what the heck. 
 
 
 

Technical analysis: Approaches I like 
  

 
 

Slingshot reversal 
 

This setup, which I named in 2007 but then found out later was identified much earlier 
by many more famous analysts than me and called something else, is a good example 
of how techs can mirror what’s happening on the trading floor. You can read the full 
description of the setup here. Fun fact: that article appeared in the physical magazine 
called Technical Analysis of Stocks and Commodities, a publication made of paper from 
trees that was quite popular back in the olden days. 
 

Slingshot Reversal in brief (please read article for full explanation): 
 

• Identify a level everyone is watching. 

• If it’s a support, wait for the market to break below it, then back above. 

• Get long with a stop below the low. 

• Works in reverse at resistance. 
 

In real life, here’s what’s happening: 
 

• A narrative is building about the importance of the level and traders attach 
importance to that. The more that is true, the better the setup. 

• Bulls get long as the support level approaches. 

• Existing and new longs enter stop loss orders below the level. 

• Shorts reduce as the level nears. 

• When the level breaks, longs bail and shorts add so the positioning rapidly flips. 
The market goes from long to short in a hurry and most of those shorts are in the 
weak hands of breakout traders looking for an easy win.  
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When a slingshot reversal happens, you can hear the screams of the newly-added shorts from a mile away. 
 

Support and resistance 
 

I have always preferred horizontal lines and 
simple support and resistance to trendlines, 
channels, arcs, Gann fans, and so on. The 
reason is simple. There’s very often a reason 
horizontal lines work: They are reflecting the 
reality of large bids and offers in the market.  
 
Let’s say a Japanese auto exporter needs to 
sell five billion USDJPY, and they have left an 
order with a bank to sell at 116.33. They are 
patient and don’t mind waiting. You might get a 
chart that looks like the one at right. 

 
Orders related to option hedging, barriers, and 
central banks also offer support and resistance 
and often explain why a price keeps bouncing 
off the same level. 
 

Volume spike at price extreme 
 

For the first 10 or maybe 15 years of my career, I never looked at volumes. When you work in interbank foreign 
exchange, volumes don’t tend to feature prominently in the conversation as everyone is focused on price and (to a 
lesser extent) on correlated variables and drivers. Volume data is hard to come by in FX (or, it used to be) and so 
people just lived without it, mostly. 
 
Then, I found out you can get EBS and Reuters volume on Eikon and so I started factoring it into my analysis. If you 
don’t have these services, you can use futures volume or related ETF volume. I find volume analysis works similar to 
sentiment and positioning analysis. It’s useless most of the time, and amazingly useful at the extremes. 
 
My approach is simple. When there is a massive spike in volume, I attach much added importance to that level/zone. 
Here’s a textbook example. 
 

EURNOK hourly, April 2020 to September 2020 

Bottom pane shows EURNOK volume 
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Since price is just the outcome of a whole bunch of little auctions happening every nanosecond, huge volumes identify 
areas where many, many auctions were held and a strong equilibrium price was either accepted or rejected. In the case 
of the EURNOK selling on the prior page, there was a massive month-end seller. That seller kept pushing price lower 
and lower until they found a big enough buyer. At that point, volumes exploded, the seller burnt out, the buyer remained, 
and that level became a significant reference point for EURNOK. We never traded down there again. 
 
Watch for and identify high-volume areas and use those as pivots. Here are two charts of Doximity (ticker: DOCS). The 
first one shows a massive volume spike that marked the ding dong high in November and the second shows two 
subsequent volume spikes. The first marks the earnings day spike and the second marks the first stop loss run (weak 
hands selling) after earnings. The breakdown through $60 on unusual volume correctly identified the $60 level as a 
significant reference point (and overhead horizontal resistance). 
 

  DOCS common stock hourly      DOCS common stock 5-minute 
 

   
 
Those are approaches that I like. Now, some approaches I do not like. 
 
 

Technical analysis: Approaches I do not like 
  

 
Extremely complicated and subjective approaches like Elliott Wave do not appeal to me. I subscribed to a famous 
Elliott Wave guy from 2010 to 2013 and he was bearish stocks the whole way up. That spoiled Elliot Wave for me 
and revealed that extremely complex approaches are rife with confirmation bias. If there are 5 or 11 or 26 different 
wave counts possible on every chart, the guy who is subconsciously bearish stocks because of a personal filter that 
sees all news as bad news is going to find the bearish wave counts on the SPX chart every time. 
 
Trendlines and channels. There is some reality to trendlines and channels because they reflect standard volatility 
and slopes of increase and decrease. That said, they are unreliable and can be subjective or objective, depending 
on how quanty you are or how fat your crayon is. 
 
On very short time frames (5-minute chart), trendlines are sometimes useful because they can reveal the exact 
slope of a TWAP as it performs its magic in the market. When a sweet trendline on a 5-minute chart breaks, that 
often means the TWAP is done. I have seen this many times in real-time, in real life. 
 
If you are a new subscriber who reads 50in50 and are worried there is overlap between am/FX and that Substack—
don’t worry! I have never done this before and will probably not do it again. Have a grossly productive day. 
 

good luck ⇅ be nimble  
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And so I don’t anger my Albertan readers… 
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Click here to subscribe to am/FX 
 
 

 
Markets and Trading Commentary Disclaimer 
 
This material has been provided by Spectra Markets, LLC (“Spectra Markets”). This material is confidential and 

therefore intended for your sole use. You may not reproduce, distribute, or transmit this material or any portion thereof 

to anyone without prior written permission from Spectra Markets.  

This material is solely for informational and discussion purposes only. Spectra Markets is not a registered investment 

advisor or commodity trading advisor. This material should not be viewed as a current or past recommendation or an 

offer to sell or the solicitation to enter into a particular position or adopt a particular investment strategy. Spectra 

Markets does not provide, and has not provided, any investment advice or personal recommendation to you in relation 

to any transaction described in this material. Accordingly, Spectra Markets is under no obligation to, and shall not, 

determine the suitability for you of any transaction described in this material. 

To be clear: Your individual circumstances have not been assessed. You must determine, on your own behalf or 

through independent professional advice, the merits, terms, conditions, risks, and consequences of any transactions 

described in this material. Securities described in this material may not be eligible for sale in all jurisdictions or to 

certain categories of investors. This material may also contain information regarding derivatives and other complex 

financial products. Do not invest in such products unless you fully understand and are willing to assume the risks 

associated with such products. Neither Spectra Markets nor any of its directors, officers, employees, representatives, 

or agents, accept any liability whatsoever for any direct, indirect, or consequential losses (in contract, tort or otherwise) 

arising from the use of this material or reliance on information contained herein, to the fullest extent allowed by law. 

The opinions expressed in this material represent the current, good faith views of the author at the time of publication. 

Any information contained in this material is not and should not be regarded as investment research or derivatives 

research as determined by the U.S. Securities and Exchange Commission (“SEC”), the U.S. Commodity Futures 

Trading Commission (“CFTC”), the Financial Industry Regulatory Authority (“FINRA”), the National Futures Association 

(“NFA”) or any other relevant regulatory body. The author is currently employed at a trading desk. The opinions may 

not be objective or independent of the interests of the author. Additionally, the author may have consulted with various 

trading desks while preparing this material and a trading desk may have accumulated positions in the financial 

instruments or related derivatives products that are the subject of this material. 

Spectra Markets does not guarantee the accuracy, adequacy or completeness of the information presented in this 

material. Past performance and simulation data do not necessarily indicate future performance. Predictions, opinions, 

and other information contained in this material are subject to change continually and without notice of any kind and 

may no longer be true after the date indicated. Any forward-looking statements speak only as of the date they are 

made, and Spectra Markets assumes no duty to and does not undertake to update forward-looking statements. 

Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, which change over time. 

Actual results could differ materially from those anticipated in forward-looking statements. The value of any investment 

may also fluctuate as a result of market changes. 

Spectra Markets is affiliated with Spectra FX Solutions LLC, an introducing broker that is registered with the NFA; 

Spectra FX Solutions LLP, which is a registered entity with the U.K.’s Financial Conduct Authority; and SpectrAxe, 

LLC, a swap execution facility that is currently in the process of registering with the CFTC. The disclosures for Spectra 

FX Solutions LLC and Spectra FX Solutions LLP related to the separate businesses of Spectra FX can be found at 

http://www.spectrafx.com/. 
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