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Whenever traders hear the name W.D. Gann, the discussion normally moves 

immediately toward angles, cycles, astrology, mathematics, Square of Nine, 

planetary movements and hidden forecasting techniques. 

But after studying Gann’s New Stock Trend Detector, I believe there is another 

side of Gann that every trader should understand. 

This book is not primarily about complicated mathematics. 

• It is not primarily about astrology. 

• It is not even primarily about predicting the next market top or bottom. 

At its heart, this is a book about something much more practical: 

How do we know whether a stock is strong or weak—and when has that condition 

genuinely changed? 

Published under Gann’s name as a work containing new rules and charts for 

detecting stock trends, the book studies the 1929–1932 panic, the subsequent 

bull market, individual stock behaviour, volume, trend changes and practical 

trading rules. 

The more carefully I read it, the more one message stood out: Gann wants us 

to stop forecasting with our emotions and start reading what the market is 

telling us. That lesson is as relevant today as it was in the 1930s. 

 

The Market Does Not Care About Our Opinion 

One of the strongest ideas in this book comes very early. 

Gann discusses why traders lose money. According to him, traders frequently 

act on hope, tips, opinions, guesses and what other people tell them. The 

problem is not merely that they sometimes choose the wrong direction. The 

bigger problem is that they enter without a definite rule for knowing when 

their original conclusion has become wrong. 

His solution is simple: trade according to definite rules and protect every 

trade with a stop loss. 

This may sound elementary but think about what happens in the market. 

A trader buys a stock at ₹1,000. 

The stock falls to ₹970. 

He says, “It will recover.” 

It falls to ₹940. 

Now he says, “The fundamentals are strong.” 

It falls to ₹900. 

He buys more because the stock has become “cheap.” 

At ₹850 he is no longer analysing the market. He is defending his original 

opinion. 

Gann’s philosophy is almost the opposite. 

If the market proves your analysis wrong, change the analysis. 

Do not ask the market to change so that your trade becomes correct. 

This difference between prediction and confirmation runs through the entire 

book. 

 

 

 



First Understand the Trend 

Before looking for a buying point, selling point, target or reversal, Gann 

wants us to understand the trend of the individual stock. 

And the basic language of trend is extremely simple: Higher tops and higher 

bottoms indicate strength. 

If a stock moves: 

₹1,000 → ₹1,100 

then reacts to ₹1,050, 

then advances to ₹1,180, 

then reacts only to ₹1,110, 

then advances again to ₹1,250, 

the structure itself is communicating something. 

The stock is repeatedly making: Higher High → Higher Low → Higher High → 

Higher Low 

That is an uptrend. 

The reverse structure— Lower High → Lower Low → Lower High → Lower Low —is 

a downtrend. 

Gann repeatedly uses individual stocks to demonstrate how higher bottoms, 

breaks of previous highs and continued higher tops can reveal genuine 

strength. His discussion of Chrysler, for example, uses higher bottoms, 

increasing activity and penetration of previous highs as evidence of a 

strengthening trend. 

This creates one of the simplest but most powerful rules in trading: Do not 

buy a stock merely because it has fallen. Buy because weakness has changed 

into strength. 

And: Do not sell a stock merely because it has risen. Sell because strength 

has changed into weakness. 

Those are very different concepts. 

 

The Individual Stock Is More Important Than the Average 

This is one of my favourite lessons from the book. 

Gann spends considerable time explaining why a trader should study the 

individual stock, not blindly assume that every stock must behave like the 

market average or its industry group. 

He demonstrates that even within the same group, one stock may be producing 

new highs and strong advances while another remains trapped, weak or unable 

to cross previous resistance. 

This is exceptionally useful for today's Indian market. 

Suppose NIFTY Auto is bullish. 

Many traders immediately think: “Auto sector bullish, therefore all auto 

stocks are buys.” 

But that is not what a Gann-style stock detective would do. 

I would instead compare the stocks. 

• Which one crossed last month's high first? 

• Which one is above its yearly high? 

• Which one is making higher bottoms? 

• Which one is absorbing corrections without breaking structure? 

• Which one has increasing participation when it breaks resistance? 

• Which one is unable to participate despite a strong sector? 

That comparison reveals something extremely valuable: Relative strength and 

relative weakness. 



The strongest stock in a strong sector may offer a completely different 

opportunity from the weakest stock in the same sector. 

Likewise, a stock refusing to decline while its sector is weak may be quietly 

showing accumulation. 

The chart begins speaking before the story becomes obvious. 

 

Previous Tops and Bottoms Are Market Memory 

Another major principle in the book is the importance of historical price 

levels. 

Gann repeatedly returns to: 

previous yearly tops, 

previous yearly bottoms, 

major campaign highs, 

major campaign lows, 

double tops, 

double bottoms, 

and old panic levels. 

Why? 

Because these levels represent places where large amounts of buying and 

selling previously occurred. 

In modern technical language, we might simply call them support and 

resistance. 

But Gann's approach goes one step further. 

He also applies what we now describe as role reversal: 

• Old resistance can become future support. 

• Old support can become future resistance. 

During his historical analysis, he explicitly discusses old tops later 

operating as bottoms and old bottoms later becoming tops or resistance areas. 

Consider a simple modern example. 

Suppose NIFTY repeatedly fails around 25,000. 

Finally, it breaks: 25,000 → 25,150 → 25,350. 

Later a correction brings it back toward 25,000. 

Now watch carefully. 

If buyers defend that area, the old resistance has changed character. 

The question is no longer: “Can NIFTY break 25,000?” 

It has already done so. 

The new question is: “Can 25,000 now act as support?” 

That is a much more sophisticated way of reading price behaviour. 

 

Gann Did Not Like Premature Breakout Trading 

One of the most interesting rules in the book is Gann's repeated use of a 

three-point penetration beyond an old high or low. 

If an old top was 50, he preferred to see price move sufficiently above it—

often using 53 as confirmation—before treating the breakout as fully 

established. He then expected a genuine breakout not to collapse 

substantially back beneath the old level. 

This reveals what Gann was trying to protect himself against: 

 



False Breakouts. 

Imagine resistance at ₹500. 

Price touches: ₹501. 

A breakout trader immediately buys. 

Five minutes later: ₹496. 

The breakout has failed. 

Gann's concept was to demand evidence that the old supply had actually been 

overcome. 

Now, I would not mechanically apply three rupees or three points to every 

modern Indian stock. 

A ₹100 stock, ₹3,000 stock and 25,000-point index have completely different 

volatility. 

But the principle behind Gann's rule remains extremely useful. 

My modern interpretation would be: Do not trade the touch of a level. Trade 

the acceptance beyond the level. 

Today that confirmation could be measured through percentage penetration, 

ATR, candle closes, multiple bars, volume or another volatility-adjusted 

filter. 

The number may change. 

The logic does not. 

 

Double Bottoms and Triple Bottoms 

Gann also places considerable importance on repeated tests of approximately 

the same price. 

Suppose a stock declines to ₹400. 

It rallies. 

Several weeks later it comes back to ₹402 and buyers appear. 

Later it returns to ₹399 and again refuses to break lower. 

To Gann, this repeated defence may reveal support and accumulation. 

In his practical method, he specifically discusses buying against double or 

triple bottoms while protecting the position with a stop beneath the support 

structure. 

The opposite applies to repeated highs. 

Suppose: 

First high = ₹1,200 

Second high = ₹1,198 

Third high = ₹1,204 

and every attempt fails. 

That price zone now deserves respect. 

It does not guarantee a reversal. 

But it tells us something important: 

Supply repeatedly appears at the same area. 

The chart is leaving evidence. 

 

Do Not Try to Catch the Exact Bottom 

This is another lesson I believe many traders should read several times. 

After a prolonged decline, people become obsessed with finding the exact 

bottom. 



A stock falls 40%. 

They buy. 

It falls another 20%. 

They buy again. 

Eventually the trader may be mathematically correct that the stock is 

“cheap,” but financially incapable of staying in the trade. 

Gann takes a very different approach. 

He explains that accumulation may require weeks or months. Instead of trying 

to capture the lowest possible price, he prefers waiting until there is a 

definite indication that the trend has turned. 

This is a powerful distinction. 

A falling stock is not bullish simply because it has fallen a lot. 

A bottom is not a bottom because we want it to be. 

A potential bottom becomes much more interesting when we begin seeing: 

selling pressure decreasing, 

price range contracting, 

support holding, 

a higher bottom developing, 

an old high being crossed, 

and activity increasing. 

That is the market proving its condition has changed. 

There may be less profit than buying the exact low. 

But there may also be far less guesswork. 

 

Narrow Range Can Be Very Important 

One of the subtler concepts in Gann's volume work is the behaviour near the 

end of prolonged declines. 

He describes situations where both trading volume and price fluctuation begin 

to decrease. To him, this can indicate that liquidation is running its course 

and that the stock may be preparing for a change in trend. If a subsequent 

advance develops on stronger volume, the bullish case becomes more 

meaningful. 

This can be visualised as a sequence. 

Heavy decline. 

• Then slower decline. 

• Then smaller candles. 

• Then reduced participation. 

• Then sideways contraction. 

• Then activity suddenly returns. 

• Then price breaks out. 

Many traders notice only the final breakout. 

But the intelligent observer has been studying the pre-breakout architecture. 

That is an important distinction. 

 

Volume Does Not Mean “High Volume = Buy” 

Gann calls volume an important driving force behind the market because it 

provides information about changes in supply and demand. 

But his interpretation is far more nuanced than the common idea that: 

“High volume means bullish.” 



High volume can be bullish. 

• It can also be distribution. 

• It can also be panic liquidation. 

• It can mark exhaustion. 

Everything depends upon where the volume appears in the trend. 

After a prolonged bull move, unusually heavy volume near high levels can 

warn that a campaign is approaching culmination. 

If price then suffers a sharp decline and the subsequent rally occurs on 

weaker volume, Gann treats that as evidence that the previous top may have 

been important. 

Conversely, after a long decline, shrinking volume combined with narrowing 

range can suggest that sellers are becoming exhausted. 

Therefore, volume should never be read in isolation. 

The formula is closer to: Price Structure + Trend Position + Volume = 

Interpretation 

Not simply: Volume = Direction. 

 

The Weekly Chart Is More Important Than Traders Realise 

In the practical trading chapter, Gann specifically highlights the Weekly 

High and Low Chart as his preferred chart for trading purposes, while allowing 

Daily Charts when stocks are highly active. 

That tells us something important about his philosophy. 

Gann wanted to see the larger structure, not every tiny market fluctuation. 

A weekly chart makes it easier to identify: 

higher tops, 

higher bottoms, 

major support, 

major resistance, 

double tops, 

double bottoms, 

breakouts, 

breakdowns, 

and the duration of reactions. 

For an intraday trader, the daily and intraday chart obviously matter. 

But even an intraday trader can learn something important here: Always know 

the larger structure before trading the smaller structure. 

A five-minute breakout occurring directly below a major weekly resistance 

level means something very different from the same breakout occurring after 

the weekly resistance has already been cleared. 

Context changes everything. 

 

The Practical Trading Method 

Near the end of the book, Gann gives a more direct operating framework. He 

discusses capital management, stop losses, buying points, selling points, 

pyramiding, reversing positions and volume. 

These rules reveal the practical trader behind the forecaster. 

• He puts safety first and discusses limiting risk, reducing exposure 

after losses and increasing trading size only after capital has grown. 

• He repeatedly insists upon stop-loss orders. 



• He identifies buying opportunities around confirmed support structures 

and penetration of old highs. 

• He identifies selling opportunities around failed tops and breakdowns 

beneath historical lows. 

But perhaps one rule deserves more attention than all the others. 

Never Average a Losing Trade 

Gann's pyramiding section contains one of the strongest statements in the 

book. 

He says additional positions should be taken only after the previous trade 

has moved in the trader's favour, and he explicitly warns against averaging 

a loss. 

This means: 

You buy at ₹1,000. 

Stock moves to ₹1,050. 

Your analysis is working. 

Perhaps you may add. 

Then ₹1,100. 

Trend remains strong. 

Perhaps add again with controlled risk. 

That is pyramiding. 

Now consider the opposite. 

You buy at ₹1,000. 

Stock drops to ₹950. 

You add. 

It drops to ₹900. 

You add again. 

It drops to ₹850. 

Now your position is largest precisely when the market has produced the 

strongest evidence that your analysis may be wrong. 

That is the opposite of Gann's philosophy. 

His logic can be summarised beautifully: Increase exposure when the market 

proves you right—not when it proves you wrong. 

This may be one of the most valuable lessons in the entire book. 

 

A Trader Must Be Able to Reverse 

Another feature of Gann's approach is psychological flexibility. 

If you are long and the trend turns bearish, he does not want you emotionally 

attached to the long position. 

He discusses selling the long and, when the conditions justify it, reversing 

to the short side. If that bearish interpretation is later invalidated, the 

trader must be prepared to reverse again. 

Many traders cannot do this. 

They become: 

“bullish on Reliance,” 

“bearish on NIFTY,” 

“positive on Gold,” 

as though the opinion is part of their identity. 

But a trader's job is not to remain loyal to a forecast. 



The trader's job is to remain loyal to the evidence. 

 

Gann's Idea of “History Repeats” 

Another major chapter is built around the idea that past market behaviour 

should be studied because recurring patterns of bull markets, bear markets, 

panics, rallies and reactions can help us understand future conditions. 

Gann studies the elapsed time between important tops and bottoms and the 

duration of major market campaigns. 

This does not mean that every historical chart must reproduce itself exactly. 

The more useful interpretation is that human behaviour repeats. 

Greed repeats. 

Fear repeats. 

Leverage repeats. 

Panic repeats. 

Accumulation repeats. 

Distribution repeats. 

Hope at the wrong time repeats. 

And therefore certain market structures repeat. 

This is where historical back testing becomes extremely important. 

Rather than saying: 

“1929 happened like this, therefore 2026 must behave the same way,” 

a serious researcher should ask: 

What structural characteristics repeatedly appeared before major tops? 

What happened to volume? 

How long did the distribution last? 

How did leaders behave before the index turned? 

How did weak stocks behave during a bull market? 

Those are testable questions. 

 

Failed Breakouts and Failed Breakdowns 

One of the most useful modern applications hidden inside Gann's old rules is 

the concept of failure. 

Suppose an important old bottom is ₹800. 

Price breaks sharply: ₹800 → ₹775. 

The breakdown looks bearish. 

But then it recovers: ₹775 → ₹805 → ₹825. 

Now something has changed. 

Gann gives examples where a stock breaks below an old low and subsequently 

recovers sufficiently above that level, treating the recovery as evidence 

that liquidation may be complete. 

Today we might call this: 

Failed Breakdown 

Bear Trap 

Liquidity Sweep 

False Breakdown 

Whatever terminology we use, the underlying logic is the same: 

The first break was not enough. 



What matters is whether price accepts below the level. 

If it cannot remain there and rapidly returns above the broken support, that 

failure itself becomes information. 

The same logic can be reversed at a major resistance. 

This is a powerful concept for both swing and intraday research. 

 

Strength Appears Before the Crowd Notices It 

Gann repeatedly discusses stocks that turned up before the general market or 

showed strength while other stocks remained weak. 

For example, he describes Columbia Pictures making its low ahead of many 

other stocks, then crossing previous highs and continuing to make higher 

bottoms and higher tops while other companies in the same industry remained 

weak. 

That is an early form of relative-strength analysis. 

A stock that refuses to decline when everything around it is weak deserves 

attention. 

Likewise, a stock that cannot advance when its sector is booming deserves 

caution. 

We should therefore ask two questions: What is the market doing? 

And What is this stock doing relative to the market? 

Sometimes the second question is more valuable than the first. 

 

The “Master Time Factor” 

Near the end of the book Gann mentions his Master Time Factor and says it 

enabled him to identify periods when important time cycles repeat and major 

highs or lows may occur. 

This is fascinating, especially for students interested in Gann's deeper 

time-cycle work. 

But we must make an important distinction. 

This book mentions the Master Time Factor. 

It does not provide a complete, transparent formula that allows the reader 

to reconstruct the entire method from beginning to end. 

Therefore, I would not invent a formula and then attribute it to this book. 

That would not be serious research. 

The clearly documented material here is more practical: 

price structure, historical tops and bottoms, time duration, volume, 

confirmation, stop losses and pyramiding. 

Those are the parts we can directly study and test. 

 

What I Take from This Book as a Modern Trader 

After stripping away the 1930s terminology, I see Gann studying five 

variables: 

• PRICE - Where is price relative to important historical levels? 

• STRUCTURE - Are we making higher highs and higher lows—or lower highs 

and lower lows? 

• TIME - How long has this advance, decline, reaction or accumulation 

lasted? 

• VOLUME - Is participation expanding or contracting at the important 

point? 

• RISK - At what price has my trading idea been proven wrong? 



• Put these together and we have something much more useful than a 

prediction. 

We have a decision framework. 

 

My Modern Interpretation of the Gann Trend Detector 

If I had to convert this entire book into a modern stock-selection process, 

I would begin with the Weekly Chart. 

First determine whether the larger structure is bullish, bearish or neutral. 

Then mark the important historical highs and lows. 

Next identify which stocks are approaching those levels. 

Do not immediately trade when the level is touched. 

Observe whether price is accepted beyond it. 

Then study the volume. 

• If the breakout succeeds, observe whether the old resistance starts 

acting as support. 

• If the first trade moves in our favour and the structure continues 

improving, only then should we consider increasing exposure. 

• If the stock fails and breaks the point that invalidates our setup, 

exit. 

No averaging. 

No hope. 

No loyalty to yesterday's forecast. 

Just: Structure → Confirmation → Participation → Risk → Trend Continuation 

That is how I would translate Gann's thinking into today's market language. 

 

One Sentence That Explains the Entire Book 

If I had to teach this book to a trader in just one sentence, I would say: 

Do not try to tell the market what it should do; allow the market to show 

you what it is doing, and trade only after the evidence becomes clear. 

That is the real beauty of New Stock Trend Detector. 

Despite being written many decades ago, the essential lessons remain 

remarkably familiar: 

Follow strength. 

Avoid weakness. 

Respect historical levels. 

Demand confirmation. 

Understand volume in context. 

Protect capital. 

Add to winners. 

Never average losses. 

Change when the trend changes. 

And above everything else— 

Trade the chart, not your hope. 

Gann himself ends the practical portion by arguing that traders are often 

defeated by the human element—hope, fear and guesswork—and that rules should 

determine when to enter, remain in a position and change direction. 

For me, that is the true message of the book. 

Not that we can predict every movement. 



But that we can build a disciplined process for recognising when the market 

itself is giving us evidence of a trend. 

And once the trend has been detected— 

our job is not to argue with it. 

Our job is to follow it. 

 

Sagar Chaudhary 

Market Researcher | Trader | Author 

Disclaimer: This article is intended solely for educational and research 

purposes. The discussion of W.D. Gann's historical methods does not 

constitute investment advice, a recommendation to buy or sell any security, 

or a guarantee that the techniques will work in present-day markets. Gann's 

fixed-point rules were developed under very different market prices and 

trading conditions and should not be applied mechanically without independent 

testing and suitable modern risk controls. Historical examples do not 

guarantee future results. Every trader should conduct independent research 

and use appropriate position sizing and risk management before taking any 

financial-market position. 

 


