a. Regular immediate [seperate oscillator peak/valley] Divergence

The screenshot below shows an example of this type of divergence… Notice that in Osma, there are no intervening valleys between the 2 shown at either end of the red diagonal line and that the second valley was higher than the first whilst price was lower. This is the essence of regular immediate (separate valley) divergence. This is of course a Bullish example of this kind of divergence that can occur in a downtrend/range. 
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The following example shows Regular immediate (separate peak) Bearish divergence in Osma that can occur in an uptrend/range. [image: image2.png]200
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Summary: Regular immediate (separate peak/valley) divergence is valid when oscillator makes a lower/higher peak/valley whilst price makes an equal or higher/lower hi/lo respectively.

b. Regular immediate [within same oscillator peak/valley] Divergence

This is is clearly visible in the same peak/valley of the oscillator. I.e. The oscillator has not crossed it’s zero axis and back again to form a new peak or valley as in the case of regular immediate (separate peak/valley) divergence.

The screenshot below shows a bearish example of this divergence in the Osma and CCi whereas the oscillator made a lower read in the same peak as price made a higher high.
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There follows a bullish example of this type of divergence in the Osma and CCi.
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Summary: Regular immediate (same peak/valley) divergence occurs when oscillator makes a lower/higher read within same peak/valley whilst price makes an equal or higher/lower hi/lo respectively.
c. Regular sequential Divergence

This occurs when the divergence in the oscillator between peaks/valleys  are separated by other peaks/valleys that may not show divergence with the one being created at the potential Support/Resistance by the immediate price action, but there is divergence in the overall oscillator sequence with price.

The example below shows Regular sequential separate valley Bullish divergence in Osma that can occur in a downtrend/range.  
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Note how there is divergence from price between the valleys 1 and 3 but not between valleys 2 and 3….overall though the sequence of the oscillator valleys is diverged from price, ie between valleys 1 and 3.

The example below shows the opposing Regular sequential separate peak Bearish divergence that can occur in an uptrend/range.
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For regular sequential divergence to be valid there should really only be a maximum of 3 peaks or valleys involved on the Macd ( 1, 2 and 3,) the sequential divergence measured between 1 and 3.

Summary: Regular sequential divergence occurs when in a sequence of maximum 3 peaks/valleys, there exists clear bearish/bullish divergence between peak/valleys 1 and 3.
d. Hidden (Reverse) Divergence

This divergence occurs after a pullback in trend and can indicate an opportunity to rejoin the prevailing trend.

Hidden divergence in a downtrend occurs when after a pullback, price makes a lower high than the last price peak, as the oscillator makes a higher reading respectively. This is Berarish Hidden Divergence.
The example below shows Bearish Hidden Divergence in a downtrend;
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Shown below is the opposing Bullish Hidden Divergence that can occur in an uptrend. Price is making an equal or higher swing low following a pullback in trend, but the oscillator is making a lower swing low.
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Summary: Hidden divergence sets-up after a pullback in trend when;

i.  In an uptrend, price makes an equal or higher low as the oscillator makes a lower valley.

ii. In a downtrend, price makes am equal or lower high as the oscillator makes a higher peak.

e. Oscillator Extreme readings

Extreme oscillator readings can occur in an uptrend, downtrend or range and generally indicates that price is overbought or oversold on the time frame on which it occurs.

Generally speaking the CCi oscillator will have ‘hooked’ back from an extreme reading outside it’s own bol, and in effect be showing regular same peak/valley divergence when the other 2 oscillators (Osma and Macd) reach an extreme. This is clear in the oversold example above.

[image: image9.png]W

TS
5 Flll“”y

REEEEE

.
£y

L
§s 5 ¢ Bp ¢





There follows an overbought example;

[image: image10.png]



Summary:  Extreme oscillator readings can occur when price is overbought/oversold on the time frame they occur.
