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We look at the 
world through 
clients’ eyes.
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We’re here to serve you.

We believe in the 
power of investing 
to transform 
peoples’ lives.
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Important information
 This workshop is a service offered to existing and prospective Schwab brokerage customers. It will discuss technical analysis

concepts and strategies and does not include the recommendation or endorsement of any particular security, chart pattern or 
investment strategy by Schwab.

 The concepts and strategies discussed may not be suitable for all investors. It is important that investors consider the 
information presented in light of their individual circumstances and objectives, including personal risk tolerances and 
investment goals.  Past performance should not be construed as indicative of future results.

 Schwab does not recommend the use of technical analysis as a sole method of investment research. 

 There is no guarantee that execution of a stop order will be at or near the stop price.

 Schwab Equity Ratings and the general buy/hold/sell guidance are not personal recommendations for any particular investor or 
client and do not take into account the financial, investment or other objectives or needs of, and may not be suitable for, any 
particular investor or client. Investors and clients should consider Schwab Equity Ratings as only a single factor in making their 
investment decision while taking into account the current market environment.

 ©2019 Charles Schwab & Co., Inc. (“Schwab”). All rights reserved. Member SIPC.  (0617-7Z63)

http://www.sipc.org/
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01
Importance of 
managing risk

02
Technical trading 
strategies

03
Setting and 
adjusting exit points

04
Technical tools in 
StreetSmart Edge®



01
Importance of
managing risk



Risk is something to manage, not avoid

 Losing is part of the cost of doing business

 The law of numbers favors a disciplined 
approach to risk control and exit strategies

Successful exit strategies are designed to cut 
losses short and let profits run



Components of risk management

01 Risk
amount

The amount of trading capital you’re willing to risk 
on a given trade

02 Stop
price

Price at which you’d close your position if the trade 
moved against you

03 Position
size The number of shares you’d like to trade

04 Risk/ 
reward

Analysis used to determine whether or not you 
should enter a trade



Risk amount

Risk amount is the amount 
of trading capital you’re willing 
to risk on a given trade. 

It’s typically calculated as a fixed percentage of 
capital. Many traders generally risk no more than 
1-3% of their capital per trade.

Total trading capital $100,000

Risk allowance x 2%

Max risk per trade $2,000



Stop price

A stop price is the price at 
which you’d close your position 
if the trade moved against you. 

Identifying a stop loss exit before 
entering the trade can help you:

 Establish appropriate position 
size

 Compare risk to reward

Minimize the influence of 
emotions

Entry
Buy at $30

Stop exit
Stop triggers at $28

Stop orders generally guarantee execution but not price.



Position size
Position size is the number of shares to trade. 

To determine position size:

Determine the risk-per-share 
— the difference between entry 
price and stop price.

Divide maximum risk amount by 
the trade’s risk-per-share to get 
the position size. 

Entry price $30

Stop price −$28

Risk per share $2

Maximum risk $3000

Risk per share ÷$2

Position size 1500 shares



Risk/reward

Risk/reward is an 
analysis used to 
determine whether or 
not to enter the trade.

Given the risk/reward 
ratio, does the trade 
make sense?

1. Calculate target risk Entry price $30

Stop price −$28

Target risk $2

2. Calculate target 
reward

Profit target $36

Entry price −$30

Target reward $6

3. Compare the risk to 
the reward

Risk-to-reward ratio
2:6 = 1:3



Benefits of managing risk

Establishing and implementing these risk 
management components may provide a sound 
backing for your trading strategy. 

Benefits include:

 Preservation of trading capital

 Enforcement of a “sell discipline”

 Curbing of emotions



02
Technical trading 
strategies



What does your current trading strategy look like?

A technical trading strategy 
represents a set of rules used to 
generate trading signals.

Technical trading strategies combine 
the study of price activity with risk 
management techniques to identify 
favorable trading opportunities.

Effective risk management may 
help to reduce damage from trading 
mistakes and false signals.



A technical strategy is part of a trading plan

Components 
of a technical 
trading plan

Know what you 
are trying to do

Determine the 
market 
direction

Identify key 
support and 
resistance areas

Incorporate 
technical 
indicators

Examine the 
risk/reward 
ratio

Execute your 
trade strategy



Three pillars of technical trading

01
Buy strength
Stocks in uptrends are more likely 
to continue to appreciate than 
those that are stagnant or in 
downtrends.

Use technical tools to help identify 
stocks in uptrends rather than 
trying to buy lows.

02
Sell weakness
Exit long positions that are entering 
a new downtrend.

Use technical screens to identify 
sectors or stocks that have been 
depreciating.

03
Trend trumps 
oscillators
The trend is more important than 
overbought or oversold signals.

Use oscillators to pinpoint entry/exit 
points, but don’t let them distract 
you from the overall trend.



Support-based signals

An uptrend is a period in which 
prices are making higher highs 
and higher lows. Connect the 
low points to draw the support 
line. 

BUY signal: Pullbacks that 
approach but then rise back 
above the support line indicate 
the trend may continue.

SELL signal: sustained 
violation of a support line may 
warn of an imminent trend 
reversal.

Buy

Buy

Sell

Trade strategy: Buy strength following an uptrend pullback.



Moving average (MA)

A moving average (MA) is a 
trend-following indicator that 
shows the average value of a 
security’s price over a set 
period, and is often used to 
identify support and 
resistance areas.

Moving averages are generally 
used to measure momentum 
and define areas of possible 
support and resistance.

MA acts as resistance in downtrends

MA acts as support in uptrends

Sell signal Sell signal

Buy signal

Buy signal



Range-bound signals

An uptrend is a period in 
which prices are making 
higher highs and higher lows. 
Connect the low points to 
draw the support line.

BUY signal: Pullbacks that 
approach but then rise back 
above the support line 
indicate the trend may 
continue.

SELL signal: sustained 
violation of a support line may 
warn of an imminent trend 
reversal.



Range breakout signals

A sideways trend is a period of 
consolidation in which buying 
interest and selling pressure 
are vying for control.

The support line marks the 
lower boundary of the range. 
The resistance line marks the 
upper boundary of the range.

Markets are said to trade 
within a range or channel 
approximately 80% of the time. Trade strategy:  Buy on breakout above resistance;

Sell on breakout below support

Resistance

Support

Sell



Downtrend breakout signals

A downtrend is a period in 
which prices are making 
lower highs and lower lows.

In a downtrend, connect the 
high points to draw the 
resistance line. 

The resistance line 
represents the point at 
which buying interest tends 
to be overcome by selling 
pressure.

Resistance

Buy



03
Setting and adjusting 
exit points



Fixed stops

Entry (long) 
Buy at $30 Fixed stop at $28.50 

5% below entry price

Fixed stop at $27.60 
8% below entry price

Fixed stops break down into two 
types — dollars and percentages:

A fixed dollar stop is placed 
at a specific dollar amount 
away from the entry price.

A fixed percent stop is 
placed a specific 
percentage amount away 
from the entry price.



Adjusting stops using price

1. In an uptrend, draw 
a support line by 
connecting the lows.

2. Look for pullbacks 
to support, and 
reset stop just below 
the new “higher low.”

Support 



Adjusting stops using moving average

1. In an uptrend, the 
moving average acts 
as the support line.

2. Look for a sustained 
price cross up through 
the moving average 
line, then reset stop 
just below the new 
“higher low.”

Support



Trailing stops

Entry (long) 
Buy @ $30

Trailing stop @ $28.50 
5% below entry price

A trailing stop is a self-adaptive 
stop that moves and tracks the 
price action.

When prices are moving 
higher, the stop adjusts 
itself to a specified price or 
percentage amount below 
the new high.

When prices are not making 
new highs, the stop level 
remains the same.



StreetSmart Edge®

Gain technical insights from 
powerful charting tools



Relevant
tools and 
information

01
StreetSmart Edge®

charting tools

02
Technical 
insight from 
MarketEdge™

03
Automated chart 
pattern recognition 
through Recognia®

04
Schwab.com 
Learning Center



Let’s review
what we’ve
learned

01 A technical trading strategy is 
part of a broader trading plan, 
that includes risk management.

02
Technical analysts use charting 
tools such as trend lines, moving 
averages, and momentum 
indicators to identify entry and 
exit opportunities.

03
StreetSmart Edge® provides 
tools to help clients 
incorporate technical analysis 
into their trading.



Specialists are 
ready to help

Get priority access to trading support 
1.800.435.9050

Sharpen your skills in the Schwab Learning Center 
schwab.com/learningcenter

View more of our Live webinar offerings
schwab.com/liveonline



“Always put the client 
first. No matter what.”
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