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The Crystal Ball and the Ruler 

– A crystal ball? 

– Never! 

– Tea leaves? 

– No way! 

– A ruler? 

– Well, maybe. 

Not all arts of prediction are created equal. If I 
had boasted my ability to predict the stock 
market using a crystal ball, you would probably 
laugh in my face. Likewise if my divinations 
came from reading tea leaves, the stars, or any 
other exotic source. Now compare that with 
the respect afforded to the prophets who 
wield a common ruler. Somehow they are 
taken seriously. A surprisingly large number of 
people earn a living by using a ruler to draw 
lines on financial charts. Could the future 
really be so simple to predict that an ordinary 
desk appliance can do it? 

I recall the early days of my education in 
finance. That was when I first came across 
technical analysis. To be sure, it was considered 
extra-curricular reading in my business school. 
But we learned that it was commonplace on 
real-life trading floors. No professor would go 
on the record calling it a waste of time.  

Technical analysis, in case you didn’t know, 
could be roughly described as looking at a 
stock’s historic price chart and trying to fit 
straight lines to its “pattern”. The analysis is 

supposed to uncover price levels that could 
represent “support” or “resistance”. With the 
right use of the ruler, future stock prices are 
supposed to be foreseeable. I remember 
giggling. Predicting the future with a ruler, you 
say. What next? 

But many years later, when I settled on a 
trading floor myself, I quickly got used to the 
idea. Among analysts, brokers, traders and 
investors there were always a few people who 
spent their days drawing lines on price charts. 
My wonderment somehow eroded with time. I 
guess that if enough people around you act as 
if the emperor is dressed, you almost start to 
see his clothes yourself. To be honest, even I 
started playing around with rulers at one point. 

But there was always something fishy about 
my charts. Whenever I found evidence that a 
stock was about to surge, it rebelled against 
me and fell instead. Or it just sat where it was. 
Anything but what my chart said. There could 
only be two explanations; either my particular 
ruler was faulty or the emperor was naked. 

In my urge to investigate I turned to books. 
There are countless books on technical 
analysis whereof the majority are concerned 
with how to get rich from it. Very few present 
a sober estimate of its efficacy. After 
consuming the latter few, I arrived at the 
following sad conclusion: Predictions made 
with technical analysis are sometimes accurate 
and sometimes not, much like a crystal balls, 
tea leaves and the stars. 
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