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Important Information and Disclosures

Click here

This content is for educational and informational purposes only. Any symbols, 

financial instruments, or trading strategies discussed are for demonstration 

purposes only and are not research or recommendations. TradeStation 

companies do not provide legal, tax, or investment advice. 

Past performance, whether actual or indicated by historical tests of strategies, is 

no guarantee of future performance or success. There is a possibility that you 

may sustain a loss equal to or greater than your entire investment regardless of 

which asset class you trade (equities, options, futures or cryptocurrencies); 

therefore, you should not invest or risk money that you cannot afford to lose. 

Online trading is not suitable for all investors. Visit 

www.TradeStation.com/important-information for a copy of the document 

Characteristics and Risks of Standardized Options. Before trading any asset 

class, customers must read the relevant risk disclosure statements on our 

Important Documents & Information page. System access and trade placement 

and execution may be delayed or fail due to market volatility and volume, quote 

delays, system and software errors, Internet traffic, outages and other factors.
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Important Information and Disclosures

Click here

TradeStation Securities, Inc., TradeStation Crypto, Inc., and TradeStation 

Technologies, Inc. are each wholly-owned subsidiaries of TradeStation Group, 

Inc., all operating, and providing products and services, under the TradeStation 

brand and trademark. You Can Trade, Inc. is also a wholly-owned subsidiary of 

TradeStation Group, Inc., operating under its own brand and trademarks. 

TradeStation Crypto, Inc. offers to self-directed investors and traders 

cryptocurrency brokerage services.  It is neither licensed with the SEC or the 

CFTC nor is it a member of NFA.  When applying for, or purchasing, accounts, 

subscriptions, products, and services, it is important that you know which 

company you will be dealing with. Please visit www.tradestation.com/important-

information for further important information explaining what this means.

Any examples or illustrations provided are hypothetical in nature and do not 

reflect results actually achieved and do not account for fees, expenses, or other 

important considerations. These types of examples are provided to illustrate 

mathematical principles and not meant to predict or project the performance of a 

specific investment or investment strategy. Accordingly, this information should 

not be relied upon when making an investment decision.
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Agenda

• What is Trend Following?

• Keltner Channels

• Rate of Change

• Relative Strength Indicator (RSI)

• Parabolic SAR + Moving Averages

• Relative Strength vs S&P 500

• Exponential Moving Average Ribbons
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What Is Trend Following? 

Trend following looks to capture a stock’s 
momentum in a particular direction.

Target: Stocks/ETFs in multi-week 
uptrends or downtrends. 

Goal: Opportunities with 2-4 times 
potential upside vs downside. 
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Trend Following with 
Keltner Channels

Keltner Channels combine:

• One simple moving average

• Average True Range (ATR)

Keltner Channels can: 

• Spot trends

• ID potential entries

• Set stop losses
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Trend Following with 
Rate of Change
Rate of Change is a simple percentage 
change over a trailing time period. 

Incrementally higher lows may precede 
price extension to the upside. The opposite 
can be true to the downside.

Stocks with consistently negative readings 
can be viewed as “under distribution.”
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Trend Following with 
Rate of Change
Bullish example: Tesla (TSLA) in late 2021.

Bearish example: Zoom Video 
Communications (ZM) late Oct 2021

Bullish example: Occidental Petroleum 
(OXY) Dec 2021-Jan 2022

Bearish example: Nio (NIO) Aug 2021
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Trend Following w/ RSI: 
Relative Strength Indicator

RSI (“Wilder’s RSI”) is a momentum 
indicator that normalizes price swings to 
show how a stock is performing against its 
own recent history. 

While often used as an overbought / 
oversold oscillator, RSI can measure the 
strength of a stock. Higher lows can help 
spot symbols in bigger uptrends.
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Trend Following w/ RSI: 
Relative Strength Indicator

Example: In January 2022, RSI on the 
SPDR Technology Fund (XLK) dropped to an 
oversold reading of 27. It then proceeded to 
hit new lows after bouncing.

The SPDR Energy Fund (XLE) saw its RSI fall 
no lower than 62. XLE proceeded to make 
new highs in subsequent months.
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Trend Following w/ RSI: 
Relative Strength Indicator

Using this methodology, trend followers can 
favor target stocks whose RSI remains above 
the middle of the oscillator. They can avoid 
companies with a history of falling into 
oversold territory.

Example: Upstart (UPST) saw RSI fall into 
oversold for the first time ever in November 
2021. It proceeded to lose more than 2/3 of 
its value in the first half of 2022.
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Custom Study: RSI Past

“RSI Past” is an EasyLanguage custom study 
that counts the number of bars from the 
last overbought / oversold RSI readings.

Stocks with positive values are potentially in 
strong uptrends. Negative values may 
indicate companies with stronger selling 
pressure.

RSI length & thresholds can be adjusted with 
the Customize Indicator dialog box Inputs.
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Trend Following with 
Parabolic SAR + Moving Avgs

Parabolic SAR (“Stop and Reverse”) plots 
boundaries of trend and accelerates as it 
progresses.

Parabolic SAR always gives short-term 
signals. Combining it with longer-term 
moving averages can help traders find 
potential opportunities.
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Trend Following with 
Parabolic SAR + Moving Avgs

Cautionary note on Parabolic SAR:

The dots reverse direction as soon as a 
counter-trend test occurs. It often turns 
bullish at a short-term high, with risk of a 
drop before the signaled move begins. 

Waiting for a smaller pullback can 
potentially offset this risk.
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Relative Strength vs S&P 500

Relative strength (not RSI) compares price 
performance to a broader index like the 
S&P 500. 

It can highlight stocks with greater buying 
interest than the broader market.

Relative Strength is completely different 
than Wilder’s Relative Strength Index (RSI).
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Trend Following w/Exponential 
Moving Average Ribbons

Exponential Moving Average Ribbons can 
highlight established trends using a series 
of exponential moving averages.

It can give potential long and short signals 
when ribbons clearly indicate direction.

Bullish & bearish examples: ARKK in 2020 
and late 2021.
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Important Information and Disclosures

Click here

This content is for educational and informational purposes only. Any symbols, 

financial instruments, or trading strategies discussed are for demonstration 

purposes only and are not research or recommendations. TradeStation 

companies do not provide legal, tax, or investment advice. 

Past performance, whether actual or indicated by historical tests of strategies, is 

no guarantee of future performance or success. There is a possibility that you 

may sustain a loss equal to or greater than your entire investment regardless of 

which asset class you trade (equities, options, futures or cryptocurrencies); 

therefore, you should not invest or risk money that you cannot afford to lose. 

Online trading is not suitable for all investors. Visit 

www.TradeStation.com/important-information for a copy of the document 

Characteristics and Risks of Standardized Options. Before trading any asset 

class, customers must read the relevant risk disclosure statements on our 

Important Documents & Information page. System access and trade placement 

and execution may be delayed or fail due to market volatility and volume, quote 

delays, system and software errors, Internet traffic, outages and other factors.
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