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The article considers the process of starting the technical analysis of financial markets, the existing

methods and means of technical analysis, the scientific proof of the applied terminology. The work

is targeted at expanding “technical analysis” notion in the situation of new methods of currency

market analysis.

In the beginning of the 21st century the world

has come across a number of financial crisises

that provoked the flow of financial resources

that provoked the flow of financial resources

from some markets to the others. The fall of

securities and national currencies created the

difficulties for the economic growth of many

countries. All these processes have become ex�

tremely crucial in the situation of globalization

of world economic processes.

The shocks in currency and financial mar�

kets become the great stimulus for carrying out

the research in the sphere of finding complex

approach to the analysis in investment  pro�

cess, taking into account both fundamental and

market factors analyzed by the methods of tech�

nical analysis..

For the first time the notion of technical

analysis appeared in the end of the 19th century

in Wall Street Journal. It was the article of a

famous analyst Charles Dow, the creator of Dow�

John’s index that gives the grounds for the pos�

sibility to use the historical data of security in

order to define its  future value. Later these

ideas were developed Dow’s follower William

Peter Hamilton. In 1922 he published the book

“The stock market barometer”. The theory was

further developed in the book of Robert Rhea

“Dow theory” issued in 1932.  Initially the prin�

ciples suggested by Charles Dow were used for

the analysis of industrial and railway indices

suggested by him. However in modern litera�

ture three ideas of Dow theory became widely

spread.

Market takes everything into account. Price

movement reflects the mood of market partici�

pants, their interests and attitudes to further

dynamics.

Price movement is influenced by tenden�

cies.

History repeats. This idea becomes the ba�

sis of any forecast method of technical analysis.

Therefore, we get the following definition

of technical analysis given by John J. Murphy in

the book «Technical Analysis of the Futures

Markets»: technical analysis is the research of

market dynamics mostly by the use of graphics

targeted at forecasting the future trend of price

movement. The term “market dynamics” includes

three main information sources: price, volume

and open interest. It is necessary to mention

that the principals of technical analysis were

firstly used in stock and commodity markets.

The popularity of technical analysis contrib�

uted to the appearance of the new methods of

the analysis of financial instruments: graphic

methods of technical analysis, digital filters and

mathematical approximation, market structure

theories, neuronet analysis method.  Some tech�

nologies used in various methods of technical

analysis (for example, the use of neuronets) use

not only price volume and open interests, but

the data of macroeconomic indices influencing

the currency cost.

In this case the definition given by  John J.

Murphy cannot fully reveal the essence of tech�

nical analysis. A more adapted definition is the

following : technical analysis is the set of means

and methods of forecasting the prices with the

help of all�round analysis of time dependences

of currency rates for the previous time periods.

All the above mentioned facts reveal the

necessity to give a more adapted to the mod�

ern means and methods of technical analysis

definition of “technical analysis”. The author of

the article suggests the following definition of
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technical analysis. He understands technical anal�

ysis as the research of statistical data of finan�

cial instruments by the use of various methods

of market analysis targeted at forecasting fu�

ture trends of price movements.

Vedyakhin A.V., Petrov G.A., Shilov B.N. Forex

on behalf of the first person. Currency markets for

the beginners and professionals.  М., 2005.

www.dealing�mephi.ru/intro.html.

Naiman E.L. Small encyclopedia of trader. Kiev,

1999.

Murphy G.G. Technical analysis of futures mar�

ket: theory and practice. М., 1998.

Murphy G.G. Intermarket technical analysis. М.,

1999.

http://enc.fxeuroclub.ru/92.

www.allforex.spb.ru/article2.html.

h t t p : / / i n v e s t t a l k . r u / i n d e x . p h p ?

showtopic=143.

Received for publication on 05.10.2009


