
TECHNICAL ANALYSIS of the STOCK MARKET–  

 

HOW ‘STAGE ANALYSIS’ CAN HELP TO - 

                                                                                       Forecast the FTSE’s direction 

                                                                                       Find the breakout shares 

                                                                                       Fine Tune a move into the market 

                                                                                       Know when to stay in Cash                

 

 

                                                                   A study by Alan Saunders of ShareHunter.com 

of the successful stock market analysis techniques promulgated by Stan Weinstein. 

 

 

‘STAGE ANALYSIS’ is straightforward, simplified, form of technical analysis.  

The truth is that technical analysis is considered by many investors as akin to black magic 

- but it need not be confusing or complicated and it can, of itself, offer real and lasting 

benefits. 

 

It is the brilliant simplicity of Weinstein’s technical ‘stage analysis’ approach that 

removes the ‘black magic’ from technical analysis and which can help us all to know 

which way the stock markets are heading and to time our share purchases for maximum 

effect. 

 

If you can read what the chart is telling you (and that is not difficult as this article intends 

to show you) then you have no need of sourcing your ‘buy’ and ‘sell’ information from 

newspapers, or hours of study of the ‘fundamentals’ or from tipsters. The Technical 

Research from ShareHunter analyses the stock markets’ movements and identifies those 

dynamic markets and shares which are in a ‘breakout’ mode (for direct purchase or for 

CFDs).  

 

 

 

STAGE ANALYSIS 

 

It is said that “a picture is worth a thousand words” … with modern technology that can 

be rephrased to “a chart is worth a thousand earnings forecasts”! 

  

Look at the diagram below – there is no need for any words; the market index (e.g. FTSE 

100) or an individual share must always be in one of these four stages and, as an investor, 

we only want to be interested in market indices or shares that are in a ‘Stage 2’ trend if 

we are buying and ‘Stage 4’ shares if we are going short (using CFDs for example). 

 

       

 



 
 

 

Let’s look at each of these 4 Stages in turn : 

 

Stage 1: The Basing Area (or Accumulation): 

After an index or share has been declining for many months it will eventually lose its 

downward momentum and start to trend sideways. What’s actually happening is that 

whereas sellers were in preponderance the buyers and sellers are starting to move into 

equilibrium. Volume will usually lessen as a base (stage 1) forms. 

 

How it appears on the chart is that the 30-week moving average (MA) loses its downward 

slope and starts to flatten out. In addition, intermittent rallies and declines will toss the 

index or share above and below its MA. This basing action can go on for months, if not 

years in some cases. 

 

There are two main dangers here – ‘own agenda’ managers might encourage investors to 

move in ‘to catch the low price’ – but there is little value by so doing as the money can be 

tied up, going nowhere, for months or years. Even worse, premature investors can lose 

patience and end up selling out after months of inaction just before the big move up 

starts. 

 

Stage 2: The Advancing Phase (or Uptrend) 

This is the ideal time to buy into a market (buying shares or funds) – when it is finally 

swinging out of its Stage 1 base into this more dynamic stage. A price breakout above the 

top of the resistance zone and of the 30-week MA should be accompanied by increased 

volume (the buyers, usually the ‘in-the-know’ professionals) are buying. 
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The Chart will show the 30-week MA starting to curve upwards (slightly after the 

breakout) and this is followed by the classic uptrend picture of consecutively higher highs 

and higher lows as more buying takes place and others take their profits (too soon!). This 

is important as there will always be downside corrections mixed in with the rises. This is 

the market place in action – two steps forward and one back – but so long as it is all 

happening above the rising 30-week MA there is no need to worry as all is in order. 

 

Eventually the price will start to sag closer to its MA and the angle of ascent of the MA 

will slow down; this indicates that the index or share is over-extended and definitely no 

longer a buy (but it is a ‘hold’ for those who bought it at the start of its Stage 2 rise). 

 

Stage 3: The Topping Area (or Distribution Phase) 

Eventually all good things come to an end and, in the stock market, this is takes the form 

of a Stage 3 top as the index or share loses its upward momentum and starts to trade 

sideways. 

What’s going on under the surface is that buyers and sellers are again more or less of 

equal strength. 

Volume is often quite heavy and the moves, up and down, can be quite ‘choppy’. The 

heavy volume is caused by new – and ‘late’- buyers who are excited by the impression 

that the share’s bull run is going to continue (and the ‘buy now’ stories and tips) being 

met in almost equal measure by the ‘canny’ investors who bought in at the start of the 

Stage 2 rise and who are now heading for the exit. 

 

Whatever else, this is most definitely not the time to even think about buying the share as 

Stage 3 is usually followed by a Stage 4! 

 

It is worthy of note that the current trend of the FTSE 100 index is a stage 3 trend! 

 

Stage 4: The Decline (or Downtrend) 

This is the stage when the factors that sustained the rising price give way to fatigue and 

pressures caused by fearful sellers (not to mention the modern phenomenon of hedge 

fund shorting). 

It shows up on the chart in the form of the price breaking down below the bottom edge of 

the neutral trading range that formed in Stage 3 and with the 30-week MA turning 

downwards and the price moving below the MA and staying below it. 

 

Be aware that the ‘fundamentals’ may still look in good shape; the conventional thinking 

is likely to be that the market or share is just “undergoing a correction”. This is wrong, 

the ‘correction’ took place in Stage 3 and the upside potential in Stage 4 is very small 

indeed while the downside risk is considerable. (At ShareHunter we use Stage 4 to 

highlight our prospects for shorting shares). 

 

 

 

There are two very significant advantages for an investor in using this Stage Analysis. 

The first is the ability to identify the right time to buy a share (“timing is everything”) 
Stage 3 Stage 1 



and the second is the ability to avoid ever again buying a share whilst the stock market 

is in a Stage 4 decline. That alone can save a lot of pain and thousands of pounds. 

 

With Weinstein’s Stage Analysis we need never again suffer this sort of nightmare. It 

allows us to take control and adopt a path towards making consistent profits – in both bull 

and bear markets. 

 

 

 

One last ‘rule’ for now: 

Always be aware of the main trend of the market in which you intend to invest. There is a 

far greater risk involved in buying a share when the market index is in a Stage 3 or Stage 

4 formation. For safety’s sake, shares should only be bought when the relevant index is in 

a ‘Stage 2’ uptrend (and, preferably, at the start of it). 

 

 

The trend really is your friend but you need to know whether it is a Stage 1, 2, 3 or 4 

trend before you make the purchase. 

 

 

Alan Saunders 

ShareHunter.com 

                             June 2012 

More detail and explanation of Weinstein’s Stage analysis system and FTSE forecasts 

can be found on the ShareHunter website at www.sharehunter.com 

 

 


