1. Relative Strength Index (RSI)

What it measures: RSI measures the speed and change of price movements,
indicating overbought or oversold conditions.

Range: 0 to 100 (typically overbought > 70, oversold < 30).

Strengths:

Excellent for identifying overbought/oversold conditions.

Works well in trending and ranging markets.

Can be used to spot divergences (e.g., price making higher highs while RSI makes lower
highs, signaling potential reversals).

Weaknesses:

Can remain in overbought/oversold zones for extended periods during strong trends.
May generate false signals in highly volatile markets.

Best use: Identifying reversals, divergences, and overbought/oversold conditions.

2. Commodity Channel Index (CCl)

What it measures: CCl measures the deviation of an asset's price from its statistical
mean, helping identify overbought/oversold conditions and potential trend reversals.
Range: Typically -100 to +100, but can go beyond (overbought > +100, oversold < -
100).

Strengths:

More dynamic than RSI, as it adapts to volatility.

Works well in trending markets, as it can identify overextended price moves.

Can be used across different timeframes and asset classes.

Weaknesses:

Can generate false signals in choppy or sideways markets.

Less intuitive for beginners compared to RSI.

Best use: Identifying overbought/oversold conditions in trending markets and spotting
potential reversals.

3. Money Flow Index (MFI)

What it measures: MFI combines price and volume to measure buying and selling
pressure, acting as a volume-weighted RSI.

Range: 0 to 100 (overbought > 80, oversold < 20).

Strengths:

Incorporates volume, making it more reliable for confirming price movements.

Excellent for spotting divergences (e.g., price rising while MFI falls, indicating weakening
momentum).

Useful in identifying overbought/oversold conditions with volume confirmation.
Weaknesses:

Requires volume data, which may not be available for all assets (e.g., forex).



e Can lag in fast-moving markets.
e Best use: Confirming price trends with volume and identifying divergences.

4. Williams %R (WPR)

e What it measures: WPR measures the closing price relative to the high-low range
over a specific period, indicating overbought/oversold conditions.

Range: -100 to 0 (overbought > -20, oversold < -80).

Strengths:

Simple and effective for identifying overbought/oversold conditions.

Works well in ranging markets.

Can be used to spot potential reversals.

Weaknesses:

Less effective in trending markets, as it can remain overbought/oversold for extended
periods.

e | imited to price action and does not incorporate volume.

e Best use: Identifying overbought/oversold conditions in ranging markets.

Comparison Table

Feature RSI CCl MFI WPR
Measures quentum Deviation from quentum Closing price
(price only)  mean (price + volume) vs. range
Range oto100 00" WP o10 100 4100 t0 0
Overbought/Oversold>70 / <30 >+100/<-100 >80/<20 >-20/<-80
. Simple,
Strengths Divergences, Adapt§ o Volu.me . effective in
reversals volatility confirmation
ranges
Weaknesses Lags in strong False signals in  Requires volume!_ess effective
trends choppy markets data in trends
Best Use Reversals, Trending markets Volume-based Ranging

divergences confirmation markets

Key Differences and Where They Excel

1. RSlvs. CCI:
e RSl is better for identifying overbought/oversold conditions and divergences in both
trending and ranging markets.
e CClis more dynamic and better suited for trending markets, as it adapts to volatility and
can identify overextended price moves.
1. RSl vs. MFI:
e RSl is purely price-based, while MFI incorporates volume, making it more reliable for
confirming price trends.
e MFI excels in spotting divergences with volume confirmation, which RSI cannot do.



1.

RSI vs. WPR:
RSI is more versatile and works well in both trending and ranging markets.

WPR is simpler and more effective in ranging markets but struggles in strong trends.

When to Use Each Indicator

RSI: Use when you want a reliable, all-purpose momentum oscillator for identifying
overbought/oversold conditions and divergences.
CCI: Use in trending markets to identify overextended price moves and potential

reversals.
MFI: Use when volume data is available and you want to confirm price trends with

volume.
WPR: Use in ranging markets to identify overbought/oversold conditions and potential

reversals.

Final Thoughts

Each indicator has its strengths and weaknesses, and the best choice depends on the
market conditions and your trading strategy. For example:

If you're trading forex and volume data is unavailable, RSI or CCI might be better than
MFI.
If you're trading stocks and want volume confirmation, MFI could be more useful than

RSI.
If you're trading in a ranging market, WPR might be simpler and more effective than RSI.

Combining these indicators with other tools (e.g., moving averages, trendlines) can also
improve their effectiveness.



