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Module-1, Introduction to CANSLIM ™ 
Market Generalities 

CANSLIM™ defined 

Preferred stocks to buy 

Cup and Handle Base 

Double Bottom Base 

Module-2, More Bases 
Ascending Base 

Flat Base 

High-Tight Flag 

Cup without handle Base 

Base on Base 

Base stage counting 

Module-4, Portfolio Management 
Buy rules 

Managing the portfolio 

Market Tops and Bottoms 

Module-5, When the run-up is over 
More on Faulty Bases 

Topping Patterns 

Sell Rules 

Module-6 
Investor psychology 

Short Selling 

Tools and Routines 

 

New Module 3 

Alternate Buy Points 

 3-Weeks Tight 

 Pocket Pivot 

 12-of-15 up 

 MA bounce 

 Short Stroke 



Module-1 Recap 

• CANSLIM 

• Cup with handle 

• Double Bottom 

• Analyze bases on weekly charts 

• First week of all bases is the first down week 

in the pattern 

• Maximum correction 30% (50% bear market) 

7 weeks 

7 weeks 



Double Bottom with Handle 

Buy point 0.10 above 

handle 

This is a variant of the 

double bottom pattern 

discussed last month 

 

Midpoint of handle 

Should be above 

Midpoint of base 

 

Pivot should be within 

15% of previous high 

 

Volume should dry up 

in handle 

7 weeks 



Cup without Handle Base 

• Tend to be early stage bases of small and mid-cap 
stocks with dramatic earnings increases 

• Slightly less success than cup with handle 
patterns, 50% succeed vs. 70% for C&H bases 

• Most of these work in an emerging bull market 

• Beware of no-handle cups late in an advance  

Buy point 

0.10 above left side 

7 weeks 



30 Week Cup without Handle 

CMED 



Ascending Base 

• Secondary base that forms after a double bottom 
or cup with handle base 

• Three pullbacks of “about”10%-20% in price 

• Successively higher lows and higher highs 

• 9 to 16 weeks in duration 

Classical Pivot (buy point) 

0.10 above third step 

Prior 

Base 

9-16 weeks 

Almost always formed 

by short term general 

market sell off 

3 pull backs 



QCOM Ascending Base 

16 week ascending base 



TIE Ascending Base 

15 week ascending base 



Flat Base 

• Secondary base, usually forms after a prior base 

• Sideways movement with maximum of 15% 
correction 

• Volume should dry up at least slightly 

 

 

Classical Pivot (buy point) 

0.10 high point of base 

Prior 

Base 

5 weeks 

Area of 

consolidation 

around which a 

rectangle can 

easily be drawn 



Six Week 

Flat Base 

AKS 



High Tight Flag 

• Very rare base that tends to have an explosive 

move. You may get one or two of these in a bull 

market. Failure rate can be higher, stick to 

institutional grade picks 

Buy point 0.10  

Above high point Starts with a 100-120% or 

more run-up in a very short 

time (4-8 weeks) 

Then corrects sideways (or 

drifts down slightly) for 3-4 

weeks correcting no more 

than 10-20% 
< 8 weeks 

100% 



QCOM High Tight Flag 

HTF 

Up 179% in 8 weeks 

Buy 



High Tight Flag 

+211 % 

RS 

continues 

up 

DRYS 

Buy 



TASR High Tight Flag 

Up 172% in 8 weeks 
Price not corrected for 12:1 splits 

HTF 



TASR-Later 

HTF 

Up 315% in 15 weeks 

Price not corrected for 12:1 splits 



IPO Bases 

IPO U-Turn 

Look for characteristics of a HTF without the flag pole 

Buy point is when price breaks to a new high 

-13% 

GOOG begins life as a Big Stock 



Master Card IPO 

 

-14% 

Master Card begins life as a Big Stock 

Buy Point 



Base on Base 

The primary bases (Cup and Double 

Bottom patterns) we have discussed had 

the feature of having at least a 20% prior 

rise before the base began. 

The base-on-base pattern can be an 

exception to this rule, also an IPO 



Base on Base 

• A base-on-base pattern is created when a second 
base forms less than 20% above the pivot point of 
a prior base 

• Generally base on base formations are desirable 
patterns, WHY? 

Pivot (buy point) 

Less than 20% rise 

Pivot (buy point) 



Base on Base Example 

33.16 

(+13%) 
Pivot 

29.35 

Cup & Handle 

9-week Base 

on Base 

Pivot 



Counting Bases 

• After a stock moves up they typically 

consolidate (base) for weeks or months 

before they make another move 

• New investors are required to keep a stock 

rising 

• By the time a growth stock forms its third or 

later stage base it is known by most 

investors 

• We prefer to buy 1st or 2nd stage bases 



Base Counting Rules 
• Count each base that forms 20-30% or more above a prior base 

(pivot to top of next base); make an exception with IPOs 

• Count bases when the stock is investment grade. Typically 
when the top of a base forms above $10 and demonstrates 
obvious demand 

• Count bases of 7 weeks or longer (exception of 5 week flat base 
that gets deeply undercut) 

• A bear market resets the count for all stocks after the market 
begins the next bull market 

• Any undercut of a prior base resets the count 

• A stock that breaks out and fails below the bottom of its base 
resets the count 

• A 2/3 decline from a prior high resets the count 

• A base of 12 months or longer resets the count 

The first base that forms after count has been reset is first stage 



Base Counting Example 

1st > $10 

Little sponsorship 

at lower price 

levels 

Tops at $72 with a failed 

4th stage base 
2 



Tops at $320 after 4th stage base 

O’Neil Studies have 

shown that big 

leaders tend to 

expand P/E from a 

1st stage base by 

130% before 

topping 



Master Card 

Price Target = 18 * 2.3 

* 7.5 = $311 

130% expansion of 1st stage P/E 

EPS 18-months 

to 2 years out 



Breakout Failure Reset Example 

Breakout 

Fails below base 

First Stage 

Base 



Long Base Reset 



Next Month we will discuss… 

• Alternative entries 

• Market tops and bottoms 

 


