
 

STAGE 2: DETECTION OF 
THE DIVERGENCE 

 
At this point in time it is possible 
to detect the divergence and to 
anticipate a reversion in the 
market. 

STAGE 4: TARGET 
REACHED 

 
The market reaches the level at 
the divergence in Stage 1 at 1140 
and the long position taken in 
Stage 3 is sold. 

STAGE 3: VALIDATION 
 

The RSI surpasses its resistance line: the 
divergence is validated and can be 
played by longing the market. 
 
By chance the market breaks its bearish 
trend which confirms the bullish 
divergence. 

Bullish Divergence Nasdaq 

STAGE 1: START OF THE 
DIVERGENCE 

 
The market continues to fall and to hit new 
lows. However the RSI evolves without 
hitting new bottoms. It is possible to find a 
relationship between the support line for the 
market and for the RSI. 
 
At the time of the divergence the market is at 
1140. This is the TARGET of the divergence 
and gives us the level the market should 
return towards when the divergence is 
validated. 



 

STAGE 1: BEGINNING OF THE 
DIVERGENCE 

 
The market continues to increase and hit new 
tops. However the RSI evolves without 
hitting new highs. It is possible to find a 
relationship between the resistance lines for 
the market and for the RSI. 
 
At the time of the divergence the market is at 
923. This is the TARGET of the divergence 
and gives us the level the market should 
return towards when the divergence is 
validated. 

STAGE 2: DETECTION 
 

At this point in time it is possible 
to detect the divergence and to 
anticipate a reversion in the 
market. 

Bearish Divergence S&P 500 

STAGE 4: TARGET 
REACHED 

 
The market reaches the level at 
the divergence in Stage 1 at 923 
and the short position taken in 
Stage 3 is reversed. 

STAGE 3: VALIDATION 
 

The RSI breaks the support line: the 
divergence is validated and can be 
played by shorting the market.. 
 
By chance the market breaks its bullish 
trend which confirms the bearish 
divergence. 


