
 

 

How to Draw a Trendline:  

First, a Trend line is that connects various swing highs or swing lows to highlight a 
trend. For markets that are moving up, the trendline is drawn with Swing lows. 
For a downward moving market, the trendline is drawn using Swing highs.  

Don’t worry, I will show you exactly how to do that. To give you a simplistic view, 
below is a price chart in an uptrend. All 3 points marked 1,2,3 are subsequent 
Swing highs and if you join these points with a straight line, it becomes a Trend 
line. Anytime the price touches that trendline, it attracts sellers. For example, 
point 2 and 3 both fell on that trendline and got sold (or at least sideways). And 
every time the price breaks out of its previous swing high, it has managed to make 
another high. Of course, that is not always the case, but we will also get into what 
to look for before entering a breakout trade OR whether you should be a seller at 
the trend line.  

 

You can observe that trendline act as support and resistance as well. One can play 
bounce off a trendline in an uptrend or fade it from the trendline in a downtrend. 



We will also give importance to the angle of a trendline to see how steep or 
shallow it is.  

Few rules to draw a Trendline: 

• Draw a trendline by connecting the start of a new trend with a next swing 
high or swing low. (don’t worry if you still a bit unclear) 

• Adjust trendlines as new swing highs or lows form 
• Adjust so all the prices are accommodated for (not just from the close of 

the price bars). Meaning include the high and low of a candle as well 

You will be connecting start of a bullish move with the first swing low to create a 
bullish looking trendline. 

 

And we will adjust along the way as market makes a new high. Once it breaks 
above point 2, tweak the trendline as shown below. 

 



Basically, we flattened the trendline to accommodate point 3 once the price 
moved above point 2. 

Similarly, you will be connecting start of a bearish move with the first swing high 
to create a bearish looking trendline. 

 

Once the price moves above 2, and then falls again below point 3 – adjust the 
trend line as shown below. 

 

 

 

 



Helpful Pointers: 
Many traders love to draw trend lines, but they end up drawing too many which 
only causes confusion. You can draw a trendline from using as many price candles 
as you like. So, what is the magic number? Well, there is None. The idea behind a 
trendline is to identify the market bias. Therefore, focus only on drawing a line 
which highlights the market bias and not every trendline that can be drawn from 
two points. 

As you draw more trendlines, you will have more experience and practice under 
you. The idea is to stay consistent with your approach in drawing a trendline. If 
you draw trendline everywhere on every move, it will be a mess and not give you 
a clear picture. Also clear the previous trend lines frequently so you don’t end up 
having too many on your screen.  

Real example of how to create and adjust the trendline. 

Below is a 5-minute chart of $PANW stock. You can see it has been trending lower 
for the past few days. 

 



We create a down trend line starting from point A and pass it through point C as 
that becomes a recent swing high once the price drops below level B. Now we 
expect the price to find resistance on that downward trend line. 

The price went up a little bit from our initial trend line but stalled after the gap fill 
and fell below level D again. At that time once it fell through level D, adjust the 
trendline to include point E. As Point E now becomes the most recent swing high. 
Remember, we pass the downtrend line through Swing highs. 

 

 

 

Now we expect this new trend line to be the resistance for any move up.  

Price comes up and stalls at the trendline. Please note that it did go above the 
trendline but made a top wick and fell back to close below it. The resistance 
prevailed, but we adjusted the trendline just a notch to include the top wick. That 
way we always capture the most recent price action. 



 

 

 

You can see we did not need to adjust the trendline after that point as the price 
never made it back up above the trendline and continued to fall. Essentially, we 
captured all the price action below it. 



 

We will only start creating an UP trendline if the recent swing high gets broken. 
See how prices rose above the swing high ‘L’ to make a higher high.  

 

Trend lines are good way of telling you where the general trend of the market is. 
You will not see a price trade straight down or up during a normal course. If the 
prices are above the uptrend line, we will hold a bullish bias. And if the prices are 
staying below a down trend line, the bearish momentum is likely to continue. A lot 
of times you can evaluate quality of a trading setup if multiple points meet at a 



certain price level. For example, if a trend line resistance is taken out along with 
the price level resistance, that is a good quality setup to go Long.  

 

You can see how two kinds of resistances got broken in this move in $NFLX stock. 
That is an excellent setup to establish a long.  

 

 

 



Here is what happened if you had taken a long exposure at the close of that long 
body candle that broke through those multiple kinds of resistance. 

 

You would be up $4 per share on this $NFLX trade within the same day. That shows 
you the power of trendlines in reading your charts.  


