
How To Recognize Great Performing Stocks
Your guide to spotting the Ascending Base 

and High Tight Flag chart patterns.
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How to Recognize Great Performing Stocks
In the past four booklets, we covered the most common chart patterns 
seen in winning stocks before their major price moves. These patterns 
have been repeated countless times in each market cycle of the past 
century.  Sometimes these winning stocks also form additional patterns 
when their moves are already well underway. The ascending base 
and high tight flag are two examples of this. Although they occur less 
frequently, they produce some of the most powerful price advances.

The Ascending Base
The ascending base is a pattern that usually occurs midway in a stock’s 
move. It has three pullbacks of around 10-20%, with each high moving 
higher than the one previous and each low being made higher than the 
previous low. Typically, the ascending pullbacks are caused by a strong 
stock trying to fight against short term general market weakness. The 
base is usually between 9 to 16 weeks long.
 
The pivot, or buy point, for the ascending base is after the third pullback, 
when it moves 10 cents above its previous high on volume that is at 
least 50% above its average volume for the last 50 days.

Pullback 1

Pullback 2

Pullback 3

The stock still makes progress despite 
market weakness. New high ground is 
reached after each pullback.

Buy point is when stock reaches new 
high ground after the third pullback.

Each pullback’s low is 
higher than previous 
pullback. Each pullback corrects10-20%. 

Length of base is 9 - 16 weeks
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The High Tight Flag
The high tight flag is also a rare pattern often found in some of the more 
powerful moves. It begins with a strong run-up in price (up to 100% or 
more in one or two months). This creates the “flagpole” of the high tight 
flag. Normally, you expect a sharp pullback after such a strong move, 
because the stock is so extended. However, this pattern consolidates 
no more than 10-20% in three to five weeks. It retains the majority of its 
previous move and holds tight. This is the “flag” portion of the pattern. 
Many of the examples from our model books show moves of 200% 
or more after breaking out of high tight flags, making this pattern well 
worth studying.

The pivot point on the high tight flag is a straight line across from the 
previous high, the top of the flagpole. The breakout occurs when the 
stock surpasses this line by 10 cents on volume that is at least 50% 
above its average volume for the last 50 days.
 
These patterns are more advanced patterns. They are more difficult to 
recognize and interpret correctly. Careful study of previous examples 
will help you take advantage of these patterns when they occur. Current 
earnings should be up a large amount.

As always, more educational examples are available in the Investors 
Corner feature in IBD®.  Plus, visit our web site, Investors.com, to view 
our Online Courses  and video examples in the Daily Stock Analysis.

The chart on the next page gives you definitions of key features included 
in IBD chart examples and can be used as an additional reference as 
you go through this booklet.

We look forward to helping you become a more successful investor.

William J. O’Neil

Rapid advance of 
100% or more marks 
the “flagpole.”

“Flag” is formed as stock 
holds tight, correcting 
20% or less.

Flagpole length is 
typically 4-8 weeks.

Flag length is typically 
3-5  weeks.

Buy point is after stock surpasses 
peak of flagpole by 10 cents.
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Qualcomm Increased 96% in 3 Weeks
Performance data, in all examples, is calculated from the 
ascending base or high tight flag, not the earlier base.

High

Low

Close

Thick black line means stock 
closed at a higher price than 
prior week’s close

Thin gray line means stock 
closed at a lower price than 
prior week’s close

Weekly Chart
S&P 500 correction

Average weekly 
volume lineWeekly volume bars

Note: prices on charts are adjusted for splits. This was not an $8 
stock at the breakout. Adjusting for two splits, it was actually $64.

200-day moving 
average price line

10-week moving 
average price line

High tight flag

Relative Price Strength Line 
vs. S&P 500. Uptrending 
line means stock is outper-
forming S&P 500. 

Buy point
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Simmonds Precision Increased 156% in 3 Weeks

Market correction

Market 
weakness

Buy point

Volume on breakout 
was much larger than 
prior week

Can add here, 4 
weeks tight closes

Classic cup-with-
handle base

At cup-with-handle buy point:
    Last 3 quarters EPS growth:
       +25%, +25%, +67%   

Buy point

16-week
ascending base
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Monogram Industries Increased 179% in 27 Weeks

Market correction

Buy point

Base-on-base-on-base

At the base-on-base buy point:
    Last 3 quarters EPS:
       +150%, +120%, +20%
    Annual EPS growth rate +46% 

Pullback to 10-week moving 
average price line (can buy 
market leader first 2 or 3 times 
stock pulls back to 10-week 
line)

Can buy more - 4 weeks 
in a row stock closes in 
same price area

Volume increases from 
prior week’s volume

Huge volume on 
breakout from 
ascending base

16-week
ascending base

Stock reacts to pullbacks 
of general market

Buy point
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Redman Industries Increased 502% in 36 Weeks

Buy point

Buy point

13-week cup-
with -handle

At the cup-with-handle buy point:
    Last quarter EPS growth: +200% 
Mobile home industry sales were up 25%

11-week
ascending base

Continued market weakness 
causes ascending base
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America Online Increased 91% in 4 Weeks

Market correction

Buy point

14-week 
cup-with-handle

At the cup-with-handle buy point:
    Current quarter EPS: +200%
    Current quarter Sales: + 67%
    Return on Equity: 36.3%
    Institutional sponsors increased
      in each of last 7 quarters 

Buy point

Climax top

9-week
ascending base
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Titanium Metal Increased 114% in 6 Weeks

Market weakness

Buy point

15-week
ascending base

Buy point

Buy point
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Syntex Increased 482% in 25 Weeks

Buy point

High tight flag

General market 
weakness

Add at pullback to 
10-week moving 
average line

At the high tight flag buy point:
    Last 3 quarters EPS growth:
       +400%, +800%, +400%
Annual EPS growth rate: +54%
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Rollins Increased 265% in 36 Weeks

At the high tight flag buy point:
    Current quarter EPS: +50%
    Current quarter Sales: +50%

Volume of breakout week 
increases from previous week

Buy point

High tight flag
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Emulex Increased 198% in 22 Weeks

Buy point

Buy point

High tight flag
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J D S Uniphase Increased 124% in 11 weeks

Buy point

Buy point

At the cup-with-handle buy point:
   Last quarter EPS: +100%
   Return on Equity: 17.3%

22-week
cup-with-handle

Market correction

High tight flag
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T A S E R Increased 2751% in 39 Weeks

Buy point

Buy point

Three weeks 
tight closes

At the second high tight flag buy point:
    Last 3 quarters EPS:
       +200%, +200%, +900%
    Last 3 quarters Sales:
       +43%, +53%, +217%
    After Tax Margins at peak 18% 

Note: prices adjusted 
for 2 stock splits, so 
actual price at buy 
point was $13.50. 

High tight flag

High tight flag
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