
Simple Moving Averages 
 
Simple Moving Averages (SMA) measure the average closing price of a security during a specified time period.  
The most common moving averages are 10 day, 20 day, 50 day, and 200 day moving averages. 
 
Shorter term averages tend to respond quickly to changes in price versus longer term averages which are 
slower to react.  Short term moving averages are used to gauge shorter term trades.  Thus the 10 day and 20 
day averages measure the short term trends in the underlying securities price. 
 
These averages act as support and resistance zones on a chart and can also signal trend changes when 
certain averages cross each other or when the price of the underlying security crosses above or below a 
moving average. 
 
If the price of the security crosses above the moving average, that is considered a bullish pattern and you can 
often expect a rise in price from that crossover.  Conversely, if the price of the security crosses below the 
moving average, then you should expect the price to decline. 
 
The 50 day moving average is used for mid-term trends in price movement and the 200 day moving average is 
used for longer term trends. 
 
As a swing trader, I like to use the 50 and 200 day moving averages in my charts.  The 200 day moving 
average is considered to be the ‘mean’ of the securities price movement and the farther price gets from the 
mean, the more chance there is for a snap back or ‘reversion to the mean’. 
 
The Golden Cross 
 
This is a bullish signal indicated when the 50 day moving average crosses above the 200 day moving average.  
The stock price is expected to trend higher after the Golden Cross.  (See chart below.) 
 

 
 
The Death Cross 
 



Conversely, the Death Cross occurs when the 50 day moving average crosses below the 200 day moving 
average and creates a bearish pattern.  The stock price is expected to trend down when this happens.  (See 
chart below.) 
 

 
 
Exponential Moving Average 
 
The Exponential Moving Average (EMA) reacts faster to recent price changes than a simple moving average. 
The 12- and 26-day EMAs are the most popular short-term averages, and they are used to create indicators 
like the Moving Average Convergence Divergence (MACD) oscillator.  (Check back to the trading lesson for 
oscillators.) 
 
One other EMA that I like to use is the 9 day EMA which can signal a short term trend change when the 9 day 
EMA crosses above or below the 50 day SMA.  Like a golden cross or a death cross, the 9 day EMA signals a 
move up or down once it crosses over the 50 day SMA. 
 
You will get a better feel for this when you look at charts and try to pick out these patterns. 
	  


