EXERCISE 5 ANSWERS:

1. The range should be similar to the previous day’s trading, with a similar size value area.
2. Normally it should not develop into a Trend Day but should be a Normal Variation of a Normal Day. The overall move is likely to be biased towards the direction of the opening.
3. It is not safe to presume that a Trend Day is likely in the direction of the break. With such an early test a Trend Day may well develop in the opposite direction after seeing responsive selling emerge above the previous day’s high. Responsive selling in itself will not create a Trend Day but combined with the early break, the market often trades aggressively down after an early upside break.
4. Providing no Buying Tails have been seen at the lower end and that multiple TPOs are not being seen, then the odds favour a continuation in the form of a Trend Day. A rally back up though the opening range would even suggest a Trend Day to the upside was possible.
