
B I L L  C A R A

THE SIMPLEST INTRODUCTION TO

STOCK
MARKET
LITERACY
The world-renowned Trader Wizard lays  
the groundwork for students around the  
world, young and old in 120 Living Lessons



 vii

Contents
A Mindset for Successful Investing

Chapter 1	 Why stock market literacy is important............................................................. 22

Chapter 2	 We trade prices....................................................................................................... 26

Chapter 3	 Investors need structure........................................................................................ 29

Chapter 4	 What should we buy.............................................................................................. 32

Chapter 5	 What defines a Quality company ........................................................................ 35

Chapter 6	 What is a value stock ............................................................................................ 40

Chapter 7	 What is a growth stock.......................................................................................... 44

Chapter 8	 What is an income security.................................................................................. 48

Chapter 9	 Selling risk versus buying opportunity............................................................... 53

Chapter 10	 Strategy and tactics ground rules........................................................................ 55

Chapter 11	 Advice from the market gurus............................................................................. 59

Things to Know About Markets	

Chapter 12	 Why do prices fluctuate........................................................................................ 69

Chapter 13	 Drivers of price change ........................................................................................ 73

Chapter 14	 Social media influencers ...................................................................................... 81

Chapter 15	 Financial advice versus financial advisor ........................................................... 84

Chapter 16	 Automated advice.................................................................................................. 91

Chapter 17	 Corporate filings.................................................................................................... 97

Chapter 18	 Seasonality data.................................................................................................... 100

Chapter 19	 Market study 1: advance-decline data............................................................... 103

Chapter 20	 Market study 2: moving average data................................................................ 106

Chapter 21	 Market study 3: pe ratio data.............................................................................. 109

Chapter 22	 Market study 4: yield data................................................................................... 114

Chapter 23	 Market study 5: volume data.............................................................................. 117

Chapter 24	 Market index study 6: bearish data.................................................................... 119

Chapter 25	 Market index study 7: bullish data.................................................................... 121



 viii

Funds and Non-Stock Assets

Chapter 26	 The ETF................................................................................................................. 125

Chapter 27	 The inverse ETF .................................................................................................. 132

Chapter 28	 Investing in closed-end funds............................................................................ 139

Chapter 29	 Investing in mutual funds................................................................................... 141

Chapter 30	 Investing in bonds............................................................................................... 150

Chapter 31	 Bond yield or dividend yield.............................................................................. 155

Chapter 32	 Currencies............................................................................................................. 160

Chapter 33	 Cryptocurrencies ................................................................................................ 167

Essential Economic and Financial Data

Chapter 34	 Economic data that investors must understand ............................................. 174

Chapter 35	 Economic data that moves market prices the most........................................ 180

Chapter 36	 Macroeconomic study 1: US consumer data ................................................... 186

Chapter 37	 Macroeconomic study 2: US jobs data ............................................................. 190

Chapter 38	 Macroeconomic study 3: US housing data ...................................................... 194

Chapter 39	 Macroeconomic study 4: us corporate & business data ................................. 197

Chapter 40	 Macroeconomic study 5: us economy data ..................................................... 201

Chapter 41	 Financial study 1: US treasury data .................................................................. 204

Chapter 42	 Financial study 2: US Federal Reserve data ..................................................... 209

Fundamental Analysis of Companies

Chapter 43	 Corporate fundamentals overview.................................................................... 215

Chapter 44	 Financial strength of a company........................................................................ 218

Chapter 45	 Profitability of a company .................................................................................. 220

Chapter 46	 Earnings quality .................................................................................................. 225

Chapter 47	 Quality of financials ........................................................................................... 228

Chapter 48	 Business predictability ....................................................................................... 232

Chapter 49	 Volatility and beta ............................................................................................... 235

Chapter 50	 Earnings and EPS revisions ............................................................................... 238

Chapter 51	 The price earnings ratio ..................................................................................... 240



 ix

Chapter 52	 Dividend yield...................................................................................................... 246

Chapter 53	 Enterprise value compared to market value..................................................... 248

Chapter 54	 Corporate reporting ........................................................................................... 250

Chapter 55	 Analyst ratings..................................................................................................... 252

Chapter 56	 Analyst price targets............................................................................................ 255

Technical Analysis and Market Timing Tools

Chapter 57	 The need to develop timing skills ..................................................................... 258

Chapter 58	 Introduction to technical analysis..................................................................... 263

Chapter 59	 Trends and cycles analysis and application in trading.................................... 268

Chapter 60	 Technical support and resistance....................................................................... 273

Chapter 61	 Point & figure charting ....................................................................................... 278

Chapter 62	 Introduction to technical indicators ................................................................ 280

Chapter 63	 The Moving Average Convergence Divergence (MACD) indicator............. 283

Chapter 64	 The Roc Indicator................................................................................................ 287

Chapter 65	 The Stochastic Oscillator.................................................................................... 289

Chapter 66	 The RSI Oscillator................................................................................................ 292

Chapter 67	 The importance of volume in technical analysis............................................. 296

Chapter 68	 Volume-based oscillators.................................................................................... 299

Chapter 69	 Divergence between indicator and price is a vital alert.................................. 302

Trading

Chapter 70	 Is there a best investing style?............................................................................ 305

Chapter 71	 Investing defensively .......................................................................................... 308

Chapter 72	 Strategies for the higher risk-taking investor................................................... 311

Chapter 73	 Potential upside.................................................................................................... 314

Chapter 74	 Peer groups and why we study them................................................................. 317

Chapter 75	 Using technical indicators when trading.......................................................... 321

Chapter 76	 Accumulation Zone, Buy Alert, and Buy Signal.............................................. 327

Chapter 77	 Distribution Zone, Sell Alert, and Sell Signal.................................................. 329

Chapter 78	 Analytics I use for research and to support investment decisions................ 331

Chapter 79	 Automating decision support for trading  ....................................................... 337



 x

Investing by Sector	

Chapter 80	 Investing in the Energy Sector........................................................................... 343

Chapter 81	 Investing in the Materials Sector ...................................................................... 350

Chapter 82	 Investing in the Commodities markets............................................................. 354

Chapter 83	 The Gold & Silver markets.................................................................................. 360

Chapter 84	 Precious Metal Royalty and Streaming Instruments....................................... 369

Chapter 85	 Investing in the Industrials and Transports Sector ........................................ 372

Chapter 86	 Investing in the Consumer Discretionary Sector ........................................... 377

Chapter 87	 Investing in the Consumer Staples Sector ....................................................... 382

Chapter 88	 Investing in the Health Care Sector ................................................................. 385

Chapter 89	 Investing in the Financial Sector....................................................................... 389

Chapter 90	 Investing in the InformationTechnology Sector.............................................. 395

Chapter 91	 Investing in the Communication Services Sector........................................... 400

Chapter 92	 Investing in the Utilities Sector.......................................................................... 404

Chapter 93	 Investing in the Real Estate Sector..........................................................................

Investing in the US

Chapter 94	 The Dow Jones Industrial Average ................................................................... 414

Chapter 95	 The Dow Jones Transport Average.................................................................... 420

Chapter 96	 The Dow Jones Utilities Average (DJUA) ........................................................ 423

Chapter 97	 Investing in US large-cap company stocks....................................................... 426

Chapter 98	 Investing in US mid-cap company stocks........................................................ 431

Chapter 99	 Investing in US small-cap company stocks...................................................... 435

Chapter 100	 Investing in micro-cap and nano-cap company stocks................................ 439



 xi

Investing in International Markets

Chapter 101	 Investing in Canada.......................................................................................... 449

Chapter 102	 Investing in Mexico........................................................................................... 455

Chapter 103	 Investing in South America............................................................................. 460

Chapter 104	 Investing in France............................................................................................ 466

Chapter 105	 Investing in Germany....................................................................................... 472

Chapter 106	 Investing in Italy................................................................................................ 478

Chapter 107	 Investing in Spain.............................................................................................. 482

Chapter 108	 Investing in the Netherlands........................................................................... 486

Chapter 109	 Investing in Sweden and Norway.................................................................... 491

Chapter 110	 Investing in Switzerland................................................................................... 497

Chapter 111	 Investing in the United Kingdom (UK)......................................................... 502

Chapter 112	 Investing in India.............................................................................................. 506

Chapter 113	 Investing in Australia and New Zealand........................................................ 513

Chapter 114	 Investing in Japan.............................................................................................. 521

Chapter 115	 Investing in Singapore...................................................................................... 528

Chapter 116	 Investing in Hong Kong................................................................................... 532

Chapter 117	 Investing in China............................................................................................. 537

Chapter 118	 Investing in the rest of the world.................................................................... 542

Chapter 119	 Bellwether stocks for each country................................................................. 559

Chapter 120	 Investing in a global stock portfolio............................................................... 565



 xii

Addendum
Table 1	 List of investor websites to help you get started

Table 2	 The world’s most essential stock exchanges

Table 3	 List of the leading indices of the world stock exchanges with Wiki descriptions

Table 4	 List of the international markets covered by Yahoo Finance

Table 5	 The world’s Forex currency pairs

Table 6	 Choices of market data

Table 7	 Keywords Index



 xiii

Illustrations
Fig. 3.1	 GICS eleven Sectors

Fig. 3.2	 GICS 4-level coding for the Telecommunication Services Sector and a few examples

Fig. 5.1	 Key elements that define a company’s Quality

Fig. 5.2	 Desirable perspective for high-Quality

Fig. 5.3	 List of high-Quality Cara 100 candidates in April 2022 if Timeliness is a consideration

Fig. 7.1  Cathie Wood’s nine ETFs to start 2022

Fig. 8.1	 Dividend Yields of Russian companies after post-Ukraine invasion sanctions

Fig. 8.2	 High-Quality Top Dividend payers

Fig. 12.1	 Price Catalysts

Fig. 12.2	 Correlation between High-Yield Corporate Bonds (HYG ETF) and Nasdaq Composite Index

Fig. 13.1	 ESG topics at ETFDB.com 

Fig. 13.2	 BlackRock’s flagship USA ESG ETF 

Fig. 14.1	 Where Gen Z and millennial investors look for money tips 

Fig. 15.1	 A ranking of the best US online brokerage services and trading platforms

Fig. 18.1	 Sector and Industry Seasonality

Fig. 19.1	 Broad Market Advance-Decline Indices by Number

Fig. 19.2	 Broad Market Advance-Decline Indices by Percent

Fig. 19.3	 Sector Advance-Decline Indices by Percent

Fig. 20.1	 Stocks that are over their Moving Averages

Fig. 21.1	 Price-Earnings Ratios for various industries 

Fig. 21.2	 A selection of high-rated industries based on 5-year EPS Growth

Fig. 21.3	 PE data and other essential fundamentals data for each GICS sector

Fig. 22.1	 Yield-related market indices

Fig. 22.2	 A ‘healthy’ yield curve for US Treasury Securities, dated Dec. 12, 2015

Fig. 22.3	 A graph that depicts an ‘unhealthy’ downward-sloping yield curve 

Fig. 22.4	 A recession-indicating negative 10-2-year US Treasury yield spread

Fig. 23.1	 Broad market volume-based indices

Fig. 24.1	 Four phases of a stock cycle: Accumulation, Retail Markup, Distribution, Retail Markdown

Fig. 24.2	 Indicators of Market Bearishness

Fig. 25.1	 Indicators of Market Bullishness

Fig. 26.1	 Links to the fundamental ETFs for all countries

Fig. 27.1	 The 24 top-volume Inverse ETFs that trade in New York

Fig. 27.2	 Smaller Cap Inverse ETFs that trade in New York

Fig. 27.3	 A selection of Volatile 2x and 3x Leveraged Bull and Bear ETFs that trade in New York

Fig. 27.4	 The enormous cost of Leveraged ETFs illustrated

Fig. 27.5	 Single-Stock ETFs that trade in New York as of mid-July 2022 

Fig. 28.1	 Closed-End Fund Companies that trade in New York

Fig. 29.1	 The world’s four largest Fund companies (aka asset managers) in 2022 

Fig. 29.2	 The 100 biggest US Mutual Funds in Net Asset ranking as of February 22, 2022



 xiv

Fig. 29.3	 Major Fund Buy/Sell summaries of Technical Indicators, Investing.com, April 10, 2022

Fig. 29.4	 A plethora of information on the significant Mutual Funds in 63 countries 

Fig. 30.1	 Credit rating agencies

Fig. 30.2	 Germany, Japan, UK, and US Treasury Bonds 

Fig. 30.3	 Highest sovereign credit ratings

Fig. 30.4	 Lowest sovereign credit ratings

Fig. 31.1	 10-2 Year US Treasury Bond Yield Spread chart, March 18, 2022

Fig. 32.1	 US Dollar is used in 88% of global transactions, per BIS 2022 Triennial Survey

Fig. 32.2	 Forex Pairs Trading and Indices

Fig. 32.3	 EUR/USD trading chart reflects the Euro Bear

Fig. 32.4	 10-year chart of the US Dollar Index

Fig. 32.5	 Chart of plunging Eurodollar futures in 2022

Fig. 33.1	 Links to Bitcoin and Ethereum trading in US Dollars

Fig. 33.2	 Chart showing the rapid rise and fall of Bitcoin

Fig. 33.3	 Listing with links to charts of the USD-denominated Cryptocurrencies on my watchlist

Fig. 33.4	 Trading permitted at IBKR in Cryptocurrencies plus possibilities. Blockchain stocks I trade

Fig. 34.1	 Seven economic analysis protocols investors could follow to see the big picture

Fig. 35.1	 Family purchase items used to compare inflation over 67 years

Fig. 35.2	 The primary datasets used to observe the impact of economic factors on market prices

Fig. 37.1	 Industries likely to be most impacted by trend reversals in economic data

Fig. 38.1	 Industries likely to be most impacted by trend reversals in housing data

Fig. 38.2	 Graph showing the impact of falling Mortgage Rates on New Home Sales 

Fig. 39.1	 Supplementary list of significant corporate and business-related data to be monitored

Fig. 41.1	 Seventy-year history of Fed rates

Fig. 41.2	 The total value of negative-yielding bonds in the world rising since 2015 peaked in 2021

Fig. 41.3	 List of information sources for global interest rates and debt instrument prices

Fig. 41.4	 ETF database provides access to all types of Bonds

Fig. 42.1	 List of Fed-related reports

Fig. 43.1	 For trading Growth-oriented companies, the corporate fundamentals to focus on 

Fig. 43.2	 For Value-oriented companies, focus on 

Fig. 43.3	 For Income-oriented companies, focus on

Fig. 43.4	 For all companies, the most important financial ratios to understand are

Fig. 45.1	 Gross and Net Margins of Dow 30 companies

Fig. 46.1	 Personal ranking of the Dow 30 companies (best to worst) for Earnings Quality (June 2016)

Fig. 47.1	 Characteristics of companies with High-Quality Financials 

Fig. 48.1	 List of Dow 30 companies best able to predict earnings and analyst rating changes

Fig. 49.1	 Broad Market Volatility Indexes

Fig. 51.1	 Table of Dow 30 company PE Ratios and Forward Price Earnings Ratios 

Fig. 51.2	 General Electric Company chart showing a two-decade-long decline in market value

Fig. 52.1	 Dividend Yields of High-Quality companies (April 2022)

Fig. 55.1	 Highest to Lowest Analyst Consensus Ratings of Dow 30 stocks (April 2022)

Fig. 56.1	 List of Analyst Ratings and Price Targets of Dow 30 stocks (April 2022)

Fig. 57.1	 An illustration of how the stock cycle typically leads the economic cycle



 xv

Fig. 57.2	 Different Time Series Data Periods of interest to investors

Fig. 57.3	 Ian Notley Schematic Market Cycle Model (MCM) showing Accumulation/Distribution Zones

Fig. 58.1	 An uptrend is a line joining HL points, and a downtrend is a line joining LH points

Fig. 58.2	 Example of a Price staying on the right side of the Up Trendline

Fig. 58.3	 A graphic example of how Price Cycles differ from Price Trends

Fig. 58.4	 Schematic of Cyclic Wave Motion

Fig. 58.5	 Notley Market Cycle Model schematically shows the structure of Cycles overlaying the Trend

Fig. 59.1	 Chart example of Down Trendline connecting the lower highs breaking out

Fig. 59.2	 Chart example of Up Trendline connecting the higher lows breaking out

Fig. 59.3	 MCM illustrates the concept of selling peaks in Up Trend and buying troughs in Down Trend

Fig. 59.4	 Schematic of the four Cyclic phases 

Fig. 59.5	 Schematic showing to Accumulate when prices are Oversold and Distribute when Overbought

Fig. 59.6	 Schematic showing the time to accumulate and go long rallies and the time to liquidate

Fig. 60.1	 ‘Lower Low Breakdown’ Pattern

Fig. 60.2	 ‘Cup and Handle’ Continuation Pattern

Fig. 60.3	 Pivot Point calculations for each Dow 30 company

Fig. 60.4	 Links to Important Market Pivot Points

Fig. 61.1	 Point and Figure graph

Fig. 63.1	 MACD and MACD Histogram

Fig. 63.2	 Chart of the % of S&P 500 stocks trading above their 200-day Moving Average

Fig. 63.3	 Chart of the % of S&P 500 stocks trading above their 20-day Moving Average

Fig. 64.1	 Investopedia chart showing Rate of Change (ROC)

Fig. 65.1	 Stochastic Oscillator Indicator (%K) formula 

Fig. 65.2	 Slow Stochastic Indicator (%D) formula

Fig. 65.3	 Investopedia chart of Stochastic Oscillator

Fig. 65.4	 Example of Stochastic Cross-Over

Fig. 66.1	 Relative Strength Index formula

Fig. 66.2	 Example of using RSI Indicator to signal a Buy and Sell opportunity

Fig. 66.3	 Chart of Relative Strength Index (RSI) Oscillator

Fig. 66.4	 Chart of Money Flow Index (MFI) Oscillator

Fig. 66.5	 Table of RSI-14 of the Dow 30 stocks on April 22, 2022

Fig. 67.1	 Table of Relative Volume (RVOL) of the Dow 30 stocks on April 22, 2022

Fig. 68.1	 Money Flow Index (MFI) Indicator Formula

Fig. 68.2	 RSI and MFI indicators compared 

Fig. 69.1	 Example of Divergence in Money Flow Index (MFI) relative to Price

Fig. 71.1	 Six financially sound S&P 500 candidates for defensive investing

Fig. 72.1	 Features of High-Quality companies

Fig. 72.2	 Diversified list of High-Quality companies

Fig. 72.3	 List of financially sound companies acceptable to risk-tolerant investors

Fig. 73.1	 Analyst Price Target Potential Upside in Dow 30 stocks 

Fig. 74.1	 Photo of an Orca whale stalking a herring ball

Fig. 75.1	 Stochastic Oscillator %K Formula

Fig. 75.2	 Stochastic Oscillator %D Formula



 xvi

Fig. 78.1	 Schema for Bill Cara’s “Decision Support System” 

Fig. 79.1	 Bill Cara’s Rules-based system 

Fig. 80.1	 GICS Sector 10 8-digit Coding (Energy)

Fig. 80.2	 GICS Sector 10 Industry and Sub-Industry Indexes (Energy)

Fig. 80.3	 List of International Integrated Oil Companies that trade in New York

Fig. 80.4	 List of North American Oil Exploration & Production Companies that trade in New York

Fig. 80.5	 List of North American Natural Gas Exploration & Production Companies trading in New York

Fig. 81.1	 GICS Sector 15 8-digit Coding (Materials)

Fig. 81.2	 GICS Sector 15 Industry and Sub-Industry Indexes (Materials)

Fig. 82.1	 Major Indices in the Commodities market

Fig. 82.2	 Commodity-based ETFs

Fig. 82.3	 Commodity-based Mutual Funds

Fig. 82.4	 Chart of the Dow Jones Commodity Index (DJCI)

Fig. 83.1	 Major Indices for Gold Miners

Fig. 83.2	 Major ETFs for Gold Miners

Fig. 83.3	 Large Gold-related US Mutual Funds

Fig. 83.4	 Largest Gold & Silver mining stocks by Market Cap that trade in New York 

Fig. 83.5	 Graphic illustrating the fewer Precious Metals projects based on strict criteria

Fig. 83.6	 New Pacific Metals (NEWP)(NUAG.to) chart, September 20, 2022

Fig. 84.1	 Major Indices for Gold-related investors

Fig. 84.2	 Major ETFs for Precious Metals Miners

Fig. 84.3	 Most prominent Precious Metals industry financiers

Fig. 85.1	 GICS Sector 20 8-digit Coding (Industrials and Transports)

Fig. 85.2	 GICS Sector 20 Industry and Sub-Industry Indexes (Industrials and Transports)

Fig. 85.3	 Dow Jones Transports Average components

Fig. 86.1	 GICS Sector 25 8-digit Coding (Consumer Discretionary)

Fig. 86.2	 GICS Sector 25 Industry and Sub-Industry Indexes (Consumer Discretionary)

Fig. 87.1	 GICS Sector 30 8-digit Coding (Consumer Staples)

Fig. 87.2	 GICS Sector 30 Industry and Sub-Industry Indexes (Consumer Discretionary)

Fig. 88.1	 GICS Sector 35 8-digit Coding (Healthcare)

Fig. 88.2	 GICS Sector 35 Industry and Sub-Industry Indexes (Healthcare)

Fig. 89.1	 GICS Sector 40 8-digit Coding (Financial Services)

Fig. 89.2	 GICS Sector 40 Industry and Sub-Industry Indexes (Financial Services)

Fig. 89.3	 GICS Sector 40 Industry and Sub-Industry Indexes (Banks)

Fig. 89.4	 GICS Sector 40 Industry and Sub-Industry Indexes (Insurance Companies)

Fig. 89.5	 Money and Money Supply Indexes

Fig. 90.1	 GICS Sector 45 8-digit Coding (Technology)

Fig. 90.2	 GICS Sector 45 Industry and Sub-Industry Indexes (Technology)

Fig. 90.3	 Most significant holdings of the XLK ETF

Fig. 90.4	 Most popular Technology ETFs

Fig. 91.1	 GICS Sector 50 8-digit Coding (Communications and Media)

Fig. 91.2	 GICS Sector 50 Industry and Sub-Industry Indexes (Communications and Media)

Fig. 91.3	 The largest Telecom companies that trade in New York



 xvii

Fig. 91.4	 List of large-cap Communications sector company ETFs that trade in New York

Fig. 92.1	 GICS Sector 55 Utility Industry Groups newly classified in 2022 by the GICS committee

Fig. 92.2	 GICS Sector 55 8-digit Coding (Utilities)

Fig. 92.3	 GICS Sector 55 Industry and Sub-Industry Indexes (Utilities)

Fig. 92.4	 The 15 Dow Utilities Average stock components 

Fig. 92.5	 Ten large-cap Utility ETFs that trade in New York

Fig. 93.1	 GICS Sector 60 8-digit Coding (Real Estate and REITs)

Fig. 93.2	 GICS Sector 60 Industry and Sub-Industry Indexes (Real Estate and REITs)

Fig. 93.3	 The largest NYSE-listed US Real Estate Companies

Fig. 93.4	 The largest NYSE-listed REITs

Fig. 93.5	 Critical data studied by Real Estate Sector Investors

Fig. 94.1	 Dow Jones Industrials Average (DJIA) Components

Fig. 94.2	 The 10 Dogs of the Dow over the years

Fig. 95.1	 Dow Jones Transport Average (DJTA) Components

Fig. 96.1	 Dow Jones Utilities Average (DJUA) Components

Fig. 97.1	 Stock Capitalization Categories

Fig. 97.2	 Large-Cap US ‘Value’ Companies  [2022-03-19]

Fig. 97.3	 Large-Cap US ‘Growth’ Companies  [2022-03-19]

Fig. 97.4	 Large-Cap US ‘Income’ Companies  [2022-03-19]

Fig. 98.1	 Mid-Cap US ‘Value’ Companies  [2022-03-19]

Fig. 98.2	 Mid-Cap US ‘Growth’ Companies  [2022-03-19]

Fig. 98.3	 Mid-Cap US ‘Income’ Companies  [2022-03-19]

Fig. 99.1	 Small-Cap US ‘Value’ Companies  [2022-03-19]

Fig. 99.2	 Small-Cap US ‘Growth’ Companies  [2022-03-19]

Fig. 99.3	 Small-Cap US ‘Income’ Companies  [2022-03-19]

Fig. 100.1	 Micro-Cap US Growth Companies  [2022-03-19]

Fig. 100.2	 OTC Markets Group OTCQX® 2022 Best 50 Companies

Fig. 100.3	 Bill Cara 2021-2022 holdings in three OTCQX Best 50 Companies

Fig. 101.1	 Graphic symbolizing that the economies of Canada and the US are inseparably linked

Fig. 101.2	 The critical Canadian stock market indices

Fig. 101.3	 Leading ETFs in Canada

Fig. 101.4	 Toronto Exchange Market Sentiment Indexes 

Fig. 101.5	 Key stocks in the S&P/TSX 60 

Fig. 101.6	 The indexes and Canadian currency pairs for international Forex trading

Fig. 102.1	 The critical Mexican stock market indices

Fig. 102.2	 Mexican Funds that are US listed

Fig. 102.3	 Mexican market ETFs

Fig. 102.4	 Noteworthy Mexican companies listed on the Mexican Exchange

Fig. 102.5	 Mexican companies listed on US markets

Fig. 102.6	 The indexes and Mexican currency pairs for international Forex trading

Fig. 103.1	 Links to all ETFs that trade in South America

Fig. 103.2	 South American market Indices 

Fig. 103.3	 South American company ETFs



 xviii

Fig. 103.4	 Wikipedia.com links to South American country economies and stock exchanges

Fig. 103.5	 List of leading South American companies

Fig. 103.6	 List of 32  key Latin American companies with tickers for US and domestic exchanges

Fig. 103.7	 Currency charts for Brazil and Chile

Fig. 104.1	 French stock market Indices 

Fig. 104.2	 French and neighboring country stock market ETFs

Fig. 104.3	 French market traded ETFs

Fig. 104.4	 List of thirty-five large-cap French stocks that trade in Euro on the Paris Exchange

Fig. 104.5	 List of French-headquartered companies that trade in the US

Fig. 104.6	 The indexes and French currency pairs for international Forex trading

Fig. 105.1	 German stock market Indices 

Fig. 105.2	 German stock market ETFs

Fig. 105.3	 German and neighboring country stock market ETFs

Fig. 105.4	 German Bond or Commodity ETFs

Fig. 105.5	 List of thirty large-cap German stocks that trade in Euro on the Frankfurt Exchange

Fig. 105.6	 List of the German stocks traded in New York

Fig. 105.7	 The indexes and German currency pairs for international Forex trading

Fig. 106.1	 Italian stock market Indices 

Fig. 106.2	 Italian and neighboring country stock market ETFs

Fig. 106.3	 List of the Italian stocks traded in New York

Fig. 106.4	 List of key Italian stocks that trade on the Milan Stock Exchange

Fig. 106.5	 The indexes and Italian currency pairs for international Forex trading

Fig. 107.1	 Spanish stock market Indices 

Fig. 107.2	 Spanish and neighboring country stock market ETFs

Fig. 107.3	 List of twenty large Spanish company stocks that trade in Spain and the US

Fig. 107.4	 The most important currency pairs for trading in Europe

Fig. 108.1	 Netherlands stock market Indices 

Fig. 108.2	 List of Dutch Sector Indices at Yahoo Finance

Fig. 108.3	 Netherlands and neighboring country stock market ETFs

Fig. 108.4	 Popular ETFs trading in Amsterdam 

Fig. 108.5	 List of twenty large-cap Dutch stocks that trade in Euro on the Eurex in the US in USD 

Fig. 108.6	 List of the Dutch stocks traded in New York

Fig. 108.7	 The most important currency pairs for trading in Europe

Fig. 109.1	 Swedish stock market Indices 

Fig. 109.2	 List of Swedish Sector Indices available at Investing.com 

Fig. 109.3	 List of Swedish equity ETFs that trade in Sweden

Fig. 109.4	 Swedish and neighboring country stock market ETFs

Fig. 109.5	 Companies that trade in Sweden and the US

Fig. 109.6	 Significant Swedish company stocks that trade in New York

Fig. 109.7	 Important currency pairs for trading in Sweden

Fig. 109.8	 Important currency pairs for trading in Norway

Fig. 110.1	 Swiss stock market Indices 

Fig. 110.2	 Swiss and neighboring country stock market ETFs



 xix

Fig. 110.3	 List of thirty large-cap Swiss company stocks

Fig. 110.4	 Swiss company stocks that trade in New York

Fig. 110.5	 The most important currency pairs for trading in Switzerland 

Fig. 111.1	 UK’s stock market Indices 

Fig. 111.2	 UK and neighboring country stock market ETFs

Fig. 111.3	 The major UK companies that trade in New York

Fig. 111.4	 The most important currency pairs for trading in the UK

Fig. 112.1	 India’s stock market Indices 

Fig. 112.2	 US-listed India-based ETFs 

Fig. 112.3	 India and region ETFs that trade in New York

Fig. 112.4	 List of thirty-six large-cap stocks traded in Rupee in India

Fig. 112.5	 Projected Populations of India and China 

Fig. 112.6	 List of Top Indian Origin CEOs in American Companies (3Q2022)

Fig. 112.7	 The most important currency pairs for trading in India

Fig. 112.8	 India Rupee currency trading at X-rates.com

Fig. 113.1	 Australian economic data (May 2022)

Fig. 113.2	 Australian stock market Indices 

Fig. 113.3	 Australian ETFs listed on the Sydney market 

Fig. 113.4	 Australian ETFs that trade in New York

Fig. 113.5	 List of twenty large-cap Australian companies

Fig. 113.6	 The ten largest Australian-headquartered companies that trade in USD in New York

Fig. 113.7	 The most important currency pairs for trading in Australia

Fig. 113.8	 New Zealand’s stock market Indices 

Fig. 113.9	 List of New Zealand-based ETFs that trade on the NZSX market

Fig. 113.10	 List of larger New Zealand-based Companies that trade on the NZSX market

Fig. 113.11	 The most important currency pairs for trading in New Zealand

Fig. 114.1	 Japanese stock market Indices 

Fig. 114.2	 Japanese ETFs listed on the Tokyo market 

Fig. 114.3	 The most popular (in order) Japanese ETFs that trade in the US in US Dollars

Fig. 114.4	 Japan and region ETFs that trade in New York

Fig. 114.5	 List of vital Japanese stocks that trade in Tokyo

Fig. 114.6	 List of Japanese liquid stocks listed on the NYSE  

Fig. 114.7	 The most important currency pairs for trading in Japan

Fig. 115.1	 Singapore’s stock market Indices and ETFs

Fig. 115.2	 Singapore-exchange listed companies

Fig. 115.3	 Singapore stocks that trade in New York in USD

Fig. 115.4	 The most important currency pairs for trading in Singapore

Fig. 116.1	 Hong Kong stock market Indices 

Fig. 116.2	 Large-cap Hong Kong-headquartered companies that trade in Hong Kong 

Fig. 116.3	 The largest cap Hong-Kong-headquartered companies that trade in New York

Fig. 116.4	 The most important currency pairs for trading in Hong Kong

Fig. 117.1	 List of large-cap China-headquartered companies whose stocks trade in many markets

Fig. 117.2	 List of 24 US-listed China ETFs



 xx

Fig. 117.3	 US Dollar to Chinese Yuan currency trading

Fig. 118.1	 Country-based Indices of securities that trade in many countries not listed earlier

Fig. 118.2	 Country-based ETFs are available at Investing.com for countries not listed earlier 

Fig. 118.3	 Other country ETFs that trade in New York

Fig. 118.4	 Regional Grouping of Country ETFs

Fig. 118.5	 ADRs from tier-two countries that trade in the US 

Fig. 118.6	 Some large company stocks that trade in countries not written up in a separate chapter

Fig. 118.7	 Some large company stocks that trade in New York but are not written up earlier

Fig. 118.8	 Company ADR Stocks from these countries that trade in the US

Fig. 118.9	 Country-based Mutual Funds sold in many countries not listed in earlier chapters 

Fig. 118.10	 All country Currency Pairs 

Fig. 119.1	 To recap, the eleven stock market sectors 

Fig. 119.2	 Table of international bellwether stocks in each sector (and sub-sectors)

Fig. 119.3	 In the US Consumer Discretionary sector, Amazon (AMZN) is the bellwether

Fig. 119.4	 Bellwether stocks are typically the top holdings of domestic market ETFs

Fig. 120.1	 Information on broad market indices, sectors, and vital stocks for tier-one countries 

Fig. 120.2	 Links to (1) Performance, (2) Technical Analysis, (3) Snapshot for tier-one Country ETFs  

Fig. 120.3	 S&P 1200 Country stocks composition 

Fig. 120.4	 S&P Asia 50 Constituents as of May 12, 2022

Fig. 120.5	 Portfolio of eight NYSE-listed stocks from the S&P Asia 50 

Fig. 120.6	 S&P Latin 40 Constituents as of January 20, 2022

Fig. 120.7	 Twenty high-quality Mexican and South American Companies listed on NYSE

Fig. 120.8	 A plethora of data on stocks in 94 countries from Investing.com

Fig. 120.9	 Allocating stocks from various countries for a balanced global portfolio

Fig. 120.10	 Selection of twenty High-Quality companies for a balanced global portfolio



 321
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Using technical indicators 
when trading

From this point, the content is about practice and not theory. Today, 
we delve into Alerts and Signals. The content previously covered the 
reasons to invest in securities. We learned that (1) there are only two 
wealth-seeking objectives, i.e., the search for capital appreciation via 
Growth or Value or from Income (2) changing business conditions 
and corporate financial results cause prices to rise and fall, so we 
choose Quality companies that outperform their peers, and (3) we 
use Technical Analysis to seize opportunities and manage risks. 

We use all the help we can get when making any trading decision. Technical indicator-based 
studies of time and space provide the necessary support. 

Technical Indicators have many uses, but the ones I use help me analyze price motion in the 
time series data. Trends and Cycles are the movements I study. 

Investors apply several timeframes – Monthly, Weekly, Daily, Hourly, and Minute – in a 
single price motion analysis.  

To put time into context, think of a wave. There are ripples, wavelets, waves, and tides. The 
longer the periodic motion, the stronger it is. In our studies, the incoming waves are less 
important when the tide goes out. So, monthly data is much more critical in cycle analysis 
than in minutes and hours.

Within motion, investors discover trendlines. What we watch for are the Breakouts and 
Breakdowns of these trendlines. Cycle Reversals alert the investor that a Trend Reversal is 
likely to happen. A confirmed Trend Reversal is the best time to buy and sell.

Please re-read the important statement I just made. What follows is explicit content, but I 
base it on logic and experience.

In this chapter, we apply our previous notes on Oscillators used to study Cycles.

Prices fluctuate under the influence of fear and greed emotion. All price motion has a Cycle. 
Every Cycle has a range of Momentum from slowing to reversing to speeding up to slowing 
to then reversing, which repeats. Cycle reversals are points that Signal the best time to buy 
and sell.
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The three Oscillators that I use the most to study cyclic price motion are:

• Rate of Change (ROC) Lesson 65

• Stochastic Oscillator Lesson 66

• Relative Strength Index (RSI) Lesson 67

I present some of the following content in detail because omitting it in my Lessons From the 
Trader Wizard book was honest criticism. So, for this book, I am trying to meet a full spectrum 
of the newbie, generalist, sophisticated investor, and day trader’s needs and interests.

All Cycles Oscillators track prices or indicators that fluctuate within limits above and below 
a Zero Line. The Zero Line is the historical average of the price or indicator. The extreme of 
a Cycle, the widest gap from the Zero Line, is an overbought or oversold level. 

Reading the following notes without simultaneously applying them to charts will be 
confusing. This chapter is the application of theory. Without doing the exercises, learning 
will be minimal.

All Oscillators are helpful, but each has weaknesses because of the nature of capital markets 
with people acting like people, which is to say, often erratically.

1. The Rate-of-Change Oscillator, like the other oscillators, fluctuates as a percentage
around the Zero Line but suffers from a significant weakness. An unusually high or
low price at the start of the indicator window period is not used in the next day’s
calculation, which results in distorted values.

2. The Stochastic Oscillator compares the closing price to the window period’s high
minus low price range. This formula improves the ROC Indicator, which measures
the relative change in only the closing price. But it, too, has a weakness. Stochastic
movements can be erratic.

Fig. 75.1  Stochastic Oscillator %K Formula

For a 7-day period, the RSI %K = 100 [(C – L7) / (H7 – L7)] 
Where C = most recent closing price 
L7 = the lowest price traded during the past seven sessions 
H7 = the highest price traded during the past seven sessions

Analysts reduce Stochastic sensitivity to market movements by (1) lengthening the period 
or (2) taking a moving average of the result. A 3-period internally smoothed slow Stochastic 
Indicator (%D) is more dependable.

Fig. 75.2  Stochastic Oscillator %D Formula

%D = 100 [(K1 + K2 +K3) / 3]

3. (3) The Relative Strength Index (RSI) Oscillator addresses most of the weaknesses
in ROC and Stochastic Oscillators. RSI is not as susceptible to distortion as it
smoothly oscillates on a scale between 0 and 100.

The RSI Oscillator is my most used price momentum Indicator. 
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RSI compares upward movements in closing price to downward movements over a selected 
period. Welles Wilder, the inventor, initially used 14 days but also seven- and nine-day data 
to trade the short Cycle and 21 or 25 days for the intermediate Cycle.

Rather than use a single period RSI, I use the most recent seven-month, seven-week, seven-
day, and, occasionally, seven-hour price series data. I refer to these as the Monthly, Weekly, 
and Daily market-session timeframes. 

I am looking for Commonality, i.e., Cycles of different timeframes to be bottoming or 
topping simultaneously.

RSI is smoother than the other momentum-based Oscillators and not as susceptible to 
distortion from unusually high or low prices at the start of the window. 

RSI oscillates between 0 and 100, which enables pre-set “Overbought” and “Oversold” levels. 
When used to determine trading Signals called Buy/Sell Alerts, these levels are typically 30 
for Oversold and 70 for Overbought.

Depending on market circumstances — early or late in a Bull or Bear phase, for example, 
or during periods of extreme or minimal volatility – I often set the oversold or overbought 
levels at higher than 70 or lower than 30.

The discipline of using a regular period RSI set of rules as a decision-support tool is more 
important than fiddling with the periods. So, for most market conditions, I use the RSI-7.

Trading Signals if using only the RSI Oscillator

Investors use different trading Signals for (a) range-bound, i.e., sidetracking, or (b) trending, 
i.e., upward or downward-flowing markets.

In trending markets, Buy or Sell Signals result from

1. Oversold or Overbought RSI levels, plus

2. analysis of Moving Average Converging and Diverging (MACD) patterns.

a. Range-bound markets

Set the overbought level at 70 and oversold at 30 for most stocks.

1. Go long when the RSI falls below the 30-level and rises back above it or on a bullish
divergence where the first trough is below 30.

2. Exit when RSI rises above the 70-level and falls back below it or on a bearish
divergence where the first peak is above 70.

Consider the effects of Beta, i.e., the measure of a stock’s price Volatility with the rest of the 
market. 

For stocks with a high Beta, such as the smaller technology companies and companies 
subject to extreme media hype, set the overbought level at 80 and oversold at 20.

For long-term oriented investors and extreme trading situations like the possibility of a 
terminating primary bull or bear phase, use a combination of RSI-7 calculations for 
Monthly, Weekly, and Daily price series rather than relying on a single time series.
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If there is a possibility of a terminating bull phase, all three RSI-7 period values must exceed 70. 

I refer to that condition as the “Distribution Zone.” 

My trading Signal occurs in the Distribution Zone when the Daily RSI-7 falls below 70 or 
on a bearish RSI-7-to-RSI-14 divergence where the first peak is above 70.

b. Trending markets

In a trending market, unless confirmed by a Trend Oscillator such as MACD, RSI divergences 
are often not strong enough Signals to trade.

1. Apply only the Signals that occur in the direction of the Trend.

2. In an up-trend, go long when the Daily RSI-7 falls below 40 and rises back above it.
Take partial profits on negative divergences between RSI-7 and RSI-14.

3. Exit using a Trend Oscillator such as MACD.

4. Go short in a Downtrend when the Monthly, Weekly, and Daily RSI-7 rise above 60,
and the Weekly and Daily RSI-7 then fall below it.

Trading Signals using the Stochastic Momentum Oscillator

Trading Signals for the Stochastic Oscillator are the same as for RSI.

a. Ranging markets

Signals in order of their importance:

1. Go long on %D bullish divergence where the first Cycle trough is below the Oversold 
level.

2. Go long when either %K or %D falls below the Oversold level and rises back above it.

3. Go long when %K crosses above %D.

Short Signals:

1. Go short on %D bearish divergence where the first Cycle peak is above the
Overbought level.

2. Go short when %K or %D rises above the Overbought level and then falls below it.

3. Go short when %K crosses below %D.

b. Trending markets

Because of the sensitivity of the Stochastic Oscillator, I use it in combination with RSI and 
MACD Oscillators. 

The MACD Oscillator is a Trend Indicator, whereas the RSI and Stochastic Oscillators are 
Momentum Indicators.

Apply Signals only in the direction of the trend. Never go long when the Stochastic 
Oscillator is overbought, nor short when oversold.



325

U s i n g  t e c h n i c a l  i n d i c a t o r s  w h e n  t r a d i n g

The shape of a Stochastic bottom indicates the type of the next rally. A narrow and shallow 
base suggests that the market Bears (i.e., those investors who believe that prices are falling) 
are weak and that the next rally should be strong. A comprehensive, deep bottom pattern 
Signals that the Bears are strong enough to mute the next rally.

The same applies to Stochastic tops. Narrow tops indicate that the market Bulls (i.e., those 
investors who believe that prices are rising) are weak and that the next move is likely to be 
severe. High, wide tops indicate that the Bulls are strong enough to soften the correction.

Trading Signals using MACD Trend Oscillator

The MACD Oscillator is used primarily in Trend Trading, whereas RSI and Stochastics 
Momentum Oscillators are used in Swing Trading. 

Trend Trading is not particularly effective in a range-bound market. MACD (Moving 
Average Convergence Divergence) should not be relied upon during those times.

MACD, coined by Gerald Appel, measures the distance between two Moving Average lines. 
He introduced it in his 22-page 1985 book, The Moving Average Convergence Divergence 
Trading Method.

MACD has its detractors, but the world-leading technical analyst Ian Notley taught me how 
to use this Trend Oscillator as an effective Technical Indicator. Notley called it the Moving 
Average Departure analysis.

According to Gerald Appel, Signals happen when the MACD crosses its Signal line, also 
called the Zero Line, which is a nine-day Exponential Moving Average of MACD.

First, check whether the price is trending. If the MACD is flat or stays close to the Zero Line, 
the market is sidetracking, and trend-based Signals are unreliable.

Trending market conditions

MACD is a Trend Indicator, whereas the RSI and Stochastic Oscillators are Momentum 
Indicators. Because of the sensitivity of MACD, I use it in combination with a Momentum 
Indicator.

Signals are far stronger if there is either:

1. divergence on the MACD line; or

2. a giant swing above or below the Zero Line.

Unless there is a divergence, do not go long if the Signal occurs above the Zero Line, nor go 
short if the Signal occurs below Zero.

1. Go long when the MACD line crosses the Signal line from below.

2. Go short when the MACD line crosses the Signal line from above.

Note the consistent application of any time-based Indicator is more valuable than the 
random use of different periods of the same Indicator. 

https://www.investopedia.com/terms/t/trendtrading.asp
https://www.investopedia.com/terms/s/swingtrading.asp
https://www.amazon.com/Average-Convergence-Divergence-Trading-Advanced-Version/dp/9991453571
https://www.amazon.com/Average-Convergence-Divergence-Trading-Advanced-Version/dp/9991453571
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Investors use 7, 9, 14, 21, and 28 periods for lookback periods, whether the timeframes 
are Daily, Weekly or Monthly. Unless you are an expert in using a particular Technical 
Indicator, I recommend sticking with 7 or 14.

Bottom line: A Momentum Indicator is an Oscillator-based statistical study of cyclic 
price Motion, and a Trend Indicator is an Oscillator-based statistical study of price 
Trends. Both are, by definition, only indications or probabilities, not certainties. 
Everyone requires experience in the use of Oscillators before relying on them as 
Indicators for decision-making.
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