
How to Trade Crypto Using RSI
Indicator: A Beginner’s Guide
to Smart Trading Strategies 
Key Takeaways 

The RSI (Relative Strength Index) is a popular momentum
oscillator  used  to  identify  overbought  and  oversold
conditions in crypto trading. 
RSI readings above 70 indicate overbought levels, while
readings below 30 signal oversold conditions, helping
traders spot entry and exit opportunities. 
Customising RSI settings, such as adjusting timeframes
or  thresholds,  can  align  the  indicator  with  your
specific  trading  strategy.  
Combining  RSI  with  other  tools  like  support  and
resistance  levels,  moving  averages,  and  volume
indicators  enhances  trading  accuracy  and  decision-
making. 
Misinterpretation of RSI during strong trends or relying
solely  on  its  signals  can  lead  to  errors—use  it  in
conjunction  with  other  indicators  for  reliable
outcomes.  
Platforms like TradingView and Binance offer efficient
RSI analysis tools, while resources like tutorials and
market updates sharpen your RSI-based strategies. 
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When I first started trading crypto, I was overwhelmed by the
sheer number of tools and strategies out there. It wasn’t
until I discovered the RSI indicator that things began to
click. This simple yet powerful tool gave me a clearer picture
of market trends and helped me make more confident decisions. 

The RSI, or Relative Strength Index, is a favourite among
traders for good reason. It’s a reliable way to spot potential
buying and selling opportunities by analysing market momentum.
Whether  you’re  new  to  trading  or  looking  to  refine  your
strategy, understanding how to use the RSI can transform the
way you approach the market. 

Trading crypto doesn’t have to feel like guesswork. With the
right tools and a bit of practice, you can navigate the market
with greater precision. Let me share how you can use the RSI
indicator to make smarter, more informed trades. 

Understanding the RSI Indicator 
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Using  the  RSI  indicator  transformed  my  crypto  trading
experience. It gave me clarity in chaotic market movements.
Let me break it down to help you benefit from this tool. 

What Is the RSI Indicator? 

The RSI (Relative Strength Index) is a momentum oscillator. It
measures the speed and change of price movements on a scale of
0 to 100. Traders use it to identify overbought or oversold
conditions. I first heard about it from a seasoned trader who
called it their “market compass”. 

J. Welles Wilder Jr., a mechanical engineer, introduced RSI in
1978. It’s still a popular tool today. Whenever RSI moves
above 70, the asset is considered overbought. Below 30, it’s
oversold. Understanding just these basics gave me an edge in
analysing price trends. 

How Does the RSI Indicator Work? 

The  RSI  calculates  price  strength  by  comparing  gains  and
losses over a defined period. Most traders, like me, set the
period  to  14  days  by  default.  A  formula  converts  this
comparison into a number between 0 and 100, which is plotted
as a line graph. This visual makes it easy to grasp market
momentum. 

RSI signals entry and exit points. For example, when BTC’s RSI
dropped  below  30  during  a  dip,  I  saw  it  as  a  buying
opportunity. Likewise, I’ve sold when RSI approached 70 to
avoid potential reversals. These signals have sharpened my
timing significantly. 

Key Features of the RSI Indicator 

The RSI provides clear thresholds of 70 and 30. These numbers
act  as  boundaries  for  spotting  overbought  or  oversold
conditions in any market. I rely on these thresholds to adjust
my positions and avoid impulsive trades. This structure keeps



my strategy more disciplined. 

It also offers divergence signals. When RSI moves opposite to
price, it can hint at a reversal. For example, I spotted a
bullish divergence with ETH last year—it helped me secure
profits  before  the  price  surged.  This  feature  alone  has
boosted my confidence in spotting key opportunities. 

Setting Up RSI for Crypto Trading 

The RSI (Relative Strength Index) is a key tool in crypto
trading.  Setting  it  up  efficiently  makes  a  difference  in
identifying  market  trends.  Here’s  how  I  approach  this
important  step:  

Choosing the Right Trading Platform 

Selecting the right trading platform is crucial. I prefer
TradingView for its intuitive tools. It’s easy to add RSI. On
TradingView, I click “Indicators,” search “RSI,” and select
it. Binance and Coinbase Pro also support RSI. These platforms
make technical analysis seamless and effective. 

Customising RSI Settings 

Tuning RSI settings allows me to align it with my strategy.
The default period is 14. I adjust it for shorter-term trades
if needed. Overbought and oversold thresholds are typically
set  to  70  and  30.  Configuring  these  parameters  helps  me
capture trading signals more accurately. 

Integrating RSI with Other Tools 

Using RSI alongside other indicators improves my decision-
making. I combine it with moving averages to confirm trends.
Divergence analysis paired with volume indicators is another
technique that has worked for me. Integrating tools makes my
strategy more reliable and informed. 

Identifying Crypto Trends with RSI 



Spotting Overbought and Oversold Levels 

The RSI identifies overbought and oversold conditions. Levels
above  70  suggest  crypto  may  be  overpriced,  hinting  at  a
potential dip. If the RSI drops below 30, the asset might be
undervalued. I remember spotting Ethereum at RSI 25, buying it
and seeing a quick price recovery. 

Recognising Trend Reversals 

The RSI points to trend reversals. When it struggles to stay
above 70 in an uptrend, a reversal could happen. If it dips
below 50 during a downtrend, it often confirms the shift. I’ve
used  this  insight  to  exit  positions  right  before  sharp
declines, saving significant losses. 

Using Divergence Patterns for Insights 

Divergence  between  price  and  RSI  signals  potential  market
shifts. If prices climb while RSI falls, a drop may follow.
Conversely, rising RSI and falling prices suggest a recovery.
Spotting divergence with Bitcoin once helped me avoid buying
just before a steep market drop. 

Developing an RSI-Based Crypto Trading Strategy 

Combining RSI with Support and Resistance 

Using RSI alongside support and resistance levels enhances
precision. I look for RSI crossing 70 near a resistance point
to confirm selling opportunities. Similarly, when the RSI dips
below 30 near a support level, it helps confirm a good buying
zone. This pairing prevents impulsive trades. 

Setting Entry and Exit Points 

Identifying clear entry and exit points with RSI is simple. I
enter  trades  when  the  RSI  crosses  above  30,  signalling
potential upward momentum. For exits, I rely on RSI diverging
or nearing 70. Combining these with price trends has helped me



catch optimal market opportunities several times. 

Managing Risk with RSI Signals 

RSI signals minimise trading risks. I set stop-losses when RSI
nears overbought levels during a downtrend. Trailing profits
using  RSI  below  key  thresholds  in  uptrends  ensures  risk
control. This disciplined method has consistently preserved my
capital while avoiding reactive decisions. 

Common Mistakes to Avoid When Using RSI 

Using RSI incorrectly can lead to poor trade decisions. I’ve
learned  that  avoiding  common  mistakes  can  make  all  the
difference in crypto trading success. 

Ignoring Timeframe Differences 

Adjusting RSI timeframes is essential. I found that default
settings of 14 periods don’t suit every strategy. Shorter
timeframes like RSI-7 work better for quick trades, while
RSI-21  helps  with  long-term  positions.  Experienced  traders
suggest experimenting with periods between 2 and 6 for sharper
insights. 

Misinterpreting Strong Trends 

Strong trends can make RSI values misleading. During bullish
trends, RSI often stays above 70, yet prices keep rising.
Relying on such signals led me to miss profits. Experts advise
confirming RSI readings with trendlines or moving averages to
avoid acting prematurely. 

Relying Solely on RSI Signals 

RSI alone doesn’t guarantee accurate predictions. I used to
trust RSI exclusively and entered trades too soon. Combining
RSI  with  tools  like  volume  indicators  or  support  and
resistance levels improved my timing. Top traders agree that
blending indicators ensures more reliable outcomes. 



Tools and Resources to Enhance RSI Trading 

Having the right tools makes RSI trading more effective. I’ve
relied  on  specific  apps,  guides,  and  market  resources  to
improve my accuracy. Here are my suggestions: 

Recommended Apps and Software 

TradingView is my go-to for RSI analysis. Its clean charts and
custom RSI settings help me refine entries and exits. Binance
also has robust RSI tools for real-time trading. For mobile,
Crypto App delivers alerts when RSI crosses key levels. These
make trading simpler and faster. 

Educational Tutorials and Guides 

I  started  with  RSI  basics  through  YouTube  channels  like
CryptoCred  and  Investopedia’s  articles.  Both  explain  RSI
strategies in easy steps. Udemy courses, such as “Technical
Analysis Mastery”, taught me to combine RSI with trendlines.
These guides saved me from costly mistakes. 

Keeping Updated on Market Trends 

I  check  Cointelegraph  daily  for  RSI  trend  reports.  The
Glassnode  platform  offers  RSI-related  on-chain  metrics.
Twitter is also valuable; I follow @AltcoinPsycho for RSI
signals. Staying informed has helped me trade Ethereum at its
best RSI-driven movements many times. 

Conclusion 

Mastering crypto trading with the RSI indicator has been a
game-changer for me. It’s not just about understanding the
numbers but knowing how to interpret them and integrate them
into a broader strategy. With time and practice, the RSI can
become  a  powerful  ally  in  navigating  the  volatile  crypto
market. 

By  combining  RSI  insights  with  other  tools  and  staying



disciplined, I’ve been able to make more informed decisions
and avoid common pitfalls. Trading isn’t without its risks,
but  with  the  right  approach,  the  odds  can  shift  in  your
favour. 


