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871020 to 900717

CYCLES

TIME CYCLE RATIOS - INDIVIDUAL PLANETS

Another area of research I have been investigating over the past year or two has been
the relationships of time between several market swing highs and lows in IN-
DIVIDUAL PLANETARY TIME. This research has shown promise, just the same it
is to early for me to recommend it to anyone as a primary trading tool. Prospects are 1
will never recommend it to anyone as a primary trading tool. Just the same 1 recom-
mend a little study in this area as it can help substantiate the degree of meaning of the
primary tools that I do recommend.

To conduct this form of analysis effectively requires Ephemeris tables. Also the calcula-
tions must be worked in heliocentric (time of orbit around the Sun) planetary move-
ment.

I have an Astro Cycle module in the CYCLETRADER that works off my SWING
CHARTS. I can mark several swing points and review the DYNAMIC TIME
RELATIONSHIPS for the planets VENUS-EARTH-MARS-JUPITER.

Below is the SWING CHART I use for my long-term timing analysis of the DOW
JONES INDUSTRIALS INDEX, I zoomed it to included the 1974 low of 570 up until
October 1992, the highest high so far of 3435 fell on June 2, 1992.

The details on the left of the chart show the time factors for the two periods being
compared. In this case the crash low 871020 to the 1990 high 900717 and then the
projection to the current all time high 920602.

Two interesting time cycles have been highlighted :-
. From 900717 to 920602 is 1 Mars orbit.

. The Jupiter time 871020-900717 = 87.7° and the time 900717-920602 =
54.2° The Jupiter movement of 54.2° is precisely 0.618 ratio of 87.7°.
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Whenever I research any new method of TIME ANALYSIS I am only interested in ac-
curacy that comes within a day or two of the important ratios.

When it comes to trading it cannot be any other way, only a few days in the market the
wrong way around can send you broke.

I am yet to meet a planetary trader who has made consistent profits from the markets.
Most seem to spend their lives researching or using their research to write newsletters.
When you find a financial astrologer who recommends trades to subscribers you have
to ask yourself the question? How much of the recommendation is applicable to the
planetary cycles and how much is due to the writers intuition of the market in question.

The TEST of any technique of analysis boils down to one thing! - Can you make
money using it. If it can’t pass this test then it is only academic. Nevertheless a study of
the universe will re-enforce the importance of natural law and the habits of humans in
general.

The information I have passed forth in this section could take a novice years of study
to understand and appreciate. I know I certainly reversed out of many blind alleys
before I started to throw away the absurd ideas being bandied around by pseudo intel-
lectual technical analysts.

It still pays to keep an open mind, you never know how valuable some of these techni-
ques for 1dentifying cycles could be in the future.

SUMMARY

Always be alert to your rimag timing signals falling on or near Earth EQUINOXES,
SOLSTICES, APOGEES, PERIGEES, SOLAR EC%JPSES or MULTIPLE CON-
JUNCTIONS and OPPOSITIONS.

I have seen more than enough evidence of markets making highs and lows when these
planetary phenomena are present. For this reason I have educated myself to monitor
the planetary activity even if it is only as secondary tool.

The longer I monitor planetary cycles the more sense I seem to make out of my
primary timing tools.
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WINDOWS OF OPPORTUNITY

What is a WINDOW OF OPPORTUNITY?

WINDOWS OF OPPORTUNITY are future dates calculated in advance by a model
designed to look at future dates and interrogate past market swing highs and lows, for
dynamic and static time cycle relationships. Future dates are scored in strength for har-
monic relationships with the known data. The highest scores produced by the model
highlight high probability dates for reversals of trend, when the market is in a position
where change 1s likely. On occasions, where the market is not readilfor change, and a
trend continues through a high scoring WINDOW OF OPPORTUNITY the trend is
confirmed as strong and can be traded accordingly.

One must understand that any TIME CYCLE PROJECTION calculation into the fu-
ture is only a RANDOM EVENT, until proof exists to suggest it is anything else but.

When [ first became proficient at using TIME CYCLE RATIO ANALYSIS to predict
future changes of trend I thought I had discovered the "Holy Grail". Initially my
analysis was excellent but my trading results were "hit and miss", often I did not know
how to filter the strength of the TIME CLUSTERS I was witnessing.

I learnt quickly that if I was going to rectify this problem, I needed to constructa
model which evaluated each possible future signal day using a scaling approach, taking
1nto account the randomness of the generated signals.

I'started out by looking at the relationships that occur between three consecutive
market pivots. Then I added a fourth and fifth then a sixth.

Ultimately I settled on using five previous market pivots to predict a future date where
the TIME CYCLE RELATIONSHIPS were in such HARMONY that they could hard-
ly be seen as RANDOM INDICATIONS.

My whole concept has been based on the theory that all market waves of similar de-
gree must relate when change is possible.

If the 5 market pivots being used have formed relationships within themselves, then
these same 5 points can be used to project a sixth, seventh and even eighth point in the
future where all time cycles return to harmonic relationships. These future points are
instants in time where a change in trend is possible.

Due to the complexity of cycles and their relative degree it is possible to have one
level of cycle degree over-ride another level at different times. For this reason I have
found it ans to run several studies using different cycle levels. As a general rule
though the Intermediate degree level has produced the most obvious results.

The CycleTrader WINDOWS OF OPPORTUNITY module is unique and the results
have been astounding.
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CONCEPTS FOR SELECTING MARKET PIVOT POINTS

To illustrate how I use the WINDOWS OF OPPORTUNITY MODEL to its best ad-
vantage requires an example.

The most reliable TECHNICAL MARKET I follow is the GOLD COMPLEX. The
reason I believe this market produces the best results is for the following reasons.

1. The traders in this market have a very diversified background of interests.

2. The GOLD market has little to no outside influences being generated by
government interference or statutory reporting.

3. Trade dealings are well and truly balanced by the speculator interest.

In basic terminology one could say that the GOLD market is the purest of all markets
given that it is mostly motivated by fear and greed and the psychology of the crowd.

1st Month COMEX GOLD futures.

The following chart is for the COMEX 1st MONTH GOLD FUTURES, prices start-
ing at the 1990 low, up to and including the 11th September, 1991 low.

The wave points marked are extreme pivot points prior to intermediate degree chan-
ges of trend. Each of the pivot points are bonded by important time relationships.

CycleTrader DAILY GOLD 1ST MONTH [C] B.T.Gilmore
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STATISTICS OF THE WAVES REPRESENTED

Usin
DO

Date pivot
900614 - LoOW
900824 - HIGH
901016 - Low
910116 - HIGH
910429 - LOW
910610 - HIGH
910911 - LoWw
Date SWING
900614 - 346.00
900824 - 415.50
901016 - 360.50
910116 - 406.90
910429 - 352.60
910610 - 375.00
910911 - 343.00

price range Time of individual waves
346.00
415.50 = 69.50 71 days 10.1 weeks
360.50 = 55.00 53 days 7.6 weeks
406.90 = 46.40 92 days 13.1 weeks
352.60 = 54.30 103 days 14.7 weeks
375.00 = 22.40 42 days 6.0 weeks
343.00 = 32.00 93 days 13.3 weeks
Target Ranges............ degrees YEARS
-3.00 454 dy 64.9 wk 445.2 1.237
~-72.50 383 dy 54.7 wk 377.3 1.048
-17.50 330 dy  47.1 wk 325.3 0.904
-63.90 238 dy 34.0 wk 232.4 0.646
-9.60 135 dy 19.3 wk 129.7 0.360
-32.00 93 dy 13.3 wk 89.2 0.248

TARGET FOR CALCULATIONS

CycleTrader’s - Future Time Calculator model, I have produced the WIN-

S OF OPPORTUNITY report generated for six months from the 910911 low.

The scores are irrelevant other than, the higher the individual score stands above the
average the more 1mﬁortance it should indicate. In this report I have extracted dates

where the score reac
February produced th

ed a level of 120 or above. December 6, January 15 and 25/26th
e highest scores in the 6 months of the report.

TOTAL "GOLD Professional” Huture vibrations of Time from 910911
120.00 DATES ABOVE 120..........oooooooooo b e eeeeeemmamna WAVES IN USE:-
6 Dec 1991 174 9098824 415.50
116.88 15 Jan 1992 121.....ooooooeeeiccH e el 991016 360.50
25 Feb 1992 163 910116 406.90
100.00 26 Feb 1992 189 ool 910429 352.60
916618 375.00
96. 08 910911 343.00
80.08 c
Y
70.00 e L g C
L
60.80 oo o AR DGR BB B AR RULR R L E
T
58.00 BB HEIR TR R R B b R
a
40.00 o D
E
360.008 I i R
20.00 . l
10.00
Scroll 13 Sep 1991 [ 6 Dec 1991 static=26 dyn=148 t=174] 16 Mar 1992
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The highest scoring date within three months of the 11th September, 1991 low was 6th
December, 1991. The 9th December was the 100% TCR of the 910610 high to the
910911 low. The static counts of 13 weeks and (.25 of a year added to the importance
of this projection. The 6th was a friday and the 9th was the monday, the highest high in
the rally from 910911 fell on the 9th December. Trend indicators such as the RSI and
the Slow Stochastic were anticipating a change in trend was possible at this time.

In other words the coast was clear for a trade to short this market when the time signal
day marked the highest high since the rally began.
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WINDOWS OF OPPORTUNITY FROM 911209

The only way to evaluate a method is to test it for consistency.

Following confirmation of the 911209 high I ran a new report to find out which future
dates would score as high as the previous report.

Below is the report produced using the five waves up to the 911209 high.
The next INTERMEDIATE DEGREE low did not occur until the 29th April, 1992.
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The downtrend from 911209 to 920429 was the lonﬁest of any of the other waves we
have been USill'lﬁ' The 911209 - CycleTrader report had 3 real high scoring days 127,
126 and 124. The last one, 124 on the 30th April, 1992 was within one day of the turn-
ing point.

The downtrend to the 920429 low lasted almost 5 months, 142 days to be precise. To
only have had three major scoring dates from the 911209 report and 1 after January
from the 910911 report to monitor, for intermediate de%ree trend chan&e oppor-
tunities, certainly took the horror out of preparing TIME ANALYSIS REPORTS.

The ﬁ{)ril 30, 1992 WINDOW OF OPPORTUNITY - SIGNAL DAY turned out to be
the only one which qualified as an INTERMEDIATE DEGREE BOTTOM proposi-
tion. All the other projection dates arrived and left when the market was hardly in a
position to indicate any new important low being made. Although it is significant to
see kth%t two of the projection dates marked points where Minor degree trend reversals
took place.

CycleTrader DAILY GOLD 1ST MONTH [C] B.T.Gilmore
429.00 _ .
420.00 .

411.00 910116
402.00 , |

393.90 |

e L WTfr,
366.00 ‘\"‘ m

911209

357.080

| §
348.00 ¥ 928429
339.00 § 910911 LV
] 1 L | | ] I ] ] - |
330. 00 :
Main 25May9®  180ct30  15Mar891  @9Augdl  @3JandZ  29May92

The April 29th, 1992 low in gold was probably one of the hardest bottoms to recog-
nize, this was due to the small ranges and the length of time the market spent around
the price low of 920429.

Nevertheless the April 29th, 1992 trend change reversal date was predicted within 1

day over 5 months in advance, using the principles of time relationships within market
structures.
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WINDOWS OF OPPORTUNITY REPORT - GOLD 920429 LOW

The next INTERMEDIATE DEGREE high fell on the 20th July, 1992. The highest
scoring day in the first three months of the report.

The 920720 - WOO report projection date coincided w1th a 0 707 price retracement of
the 911209-920429 decline. This signal provided for a "set up" trading opportunity.

CycleTrader Cal days GOLD 1ST MONTH -. [C] B.T.Gilmore
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After the 920720 high all of the 3 month rally was retraced. A new rally began on
August 13.

August 13 did not register as an important reversal date on any of the Intermediate de-
gree WOO reports. The WOO report is not guaranteed to pick out every change in
trend date only alert you to the easy ones.

Each day or whenever a market makes a new high or low 8rice within a current trend,
I carry out several time cycle tests usin% the CycleTrader Update module. These tests
will unearth any of the longer-term cycles which may over-ride the shorter-term ac-
tivity.

The August 13 low in Gold fell on cycle vibrations which were generated from swing
points all the way back to the 1987 high.

Here’s an example of some:-

Multiple wave cycles days TCR
871214 high - 910429 low 1232 > 472 0.382
880926 low - 890915 low 354 > 1063 3.000
880926 low - 910429 low 945 > 472 0.500
881202 high - 900614 low 559 > 791 1.414
881202 high - 910911 low 1013 > 337 0.333
900205 high - 910911 low 583 > 337 0.577
910116 high - 910911 low 238 > 337 1.414
CycleTrader DAILY GOLD 1ST MONTH [C] B.T.Gilmore

386.00 4 .

380. 00

374.00 911209

368.00 ’W fllll 5 : :

362.00 ] ! 920720

356. 00 ﬁIJ‘ "'li‘l'l, ‘J‘M»ﬂw}h } )‘Eﬂ'}l" 920918

350. 00 | Wy r PJE'IF "

344.00 | Lf,{m ddw‘l \,h I)'L’ oy

338.00 ““ " ..[*.,nrwl‘lwlm T A "m"|

332.00 92429 470813 :
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920918 GOLD HIGH - End to the rally which began on 920813.

If you refer back to the 920429 WOO report you will see that the 19th September had
a score of 155, this was even higher than the reversal date of 920720.

Below is an example of the time i : | leTra
Using this test routine highlights the physical ratios between the previous swing highs
and lows. This test can also be conducted for future dates well in advance.

CycleTrader

Time projections
from past cvycles
measured forward
to a future date
for RATIOS

CALENDAR DAYS
ratio 0.618

SOLAR DEGREES

PRICE

-> 2.236
<~ 06.447
Start 910911
Pivot 920429
Target 920918
Ratios
CycleTrader

Time projections
from past cycles
measured forward
to a future date
for BRATIOS

CALENDAR DAYS
ratieo 1.000

SOLAR DEGREES

PRICE

-> 0.486
<= 2.058
Start 311209
Pivot 920429
Target 920918
Ratios

cle tests that can be performed using CycleTrader.

GOLD 1ST MONTH

HIGH
415.50
LOW
332.508
LOR  343.008 RANGE DAYS DEGREES WEEKS YEARS
Low  334.90 8.10 231 231.1 33.0 0.642
HIGH 353.00 18.10 142 136.5 20.3 0.379
2.235 0.615 8.591
GOLD 1ST MONTH
HIGH
415.50
- TR
LOW
332.50
HIGH 372.58 RANGE DAYS DEGREES WEEKS  YEARS
LOR  334.908 37.60 142 142.4 20.3 ©.396
HIGH 353.00 18.16 142 136.5 20.3 ©8.379
@.481 1.000 a.958

TO CONTINUE

--------

Press BNY KEY or [ESC] EXIT
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The previous two charts show how a rhythmic vibration between three common points
and the 18th September, 1992 harmonized on 0.618 and 1.000 time cycle ratios.

The only way to be certain that a WOO high scoring day will result in a reversal of
trend is to identify a rhythm between the past cycle highs and lows and the current
market position.

I have constructed a matrix type approach in my UPDATE MODULE to test for
rhythm each time a new high or low is made. I can also adjust the date forward or back-
wards to finetune the ratios. This approach is handy when you have clusters of si nal
days falling over a three or four day period. Anything that is important to the techni-
que of time and price analysis will ﬁe highlighted in bright lights on my computer
screen when the facts are available. The way to read this report is simple. The waves
being analyzed are tabled at the top of the screen. In this case 9 waves from the 16th
October, 1990 up to the 18th September, 1992 high day.

The four columns headed DAYS, SOLAR, WEEKS and YEARS are the time periods
elapsed from that prior swing up to and including the target date. If you look down the
DAYS column you will see several near hits to Fibonaccl numbers and multiples of
Fibonacci numbers. For instance 144, 288(2*1442, 377, 466 82*233) and 610. 5 out of 9
is a pretty good strike rate. The other columns allow you to look for significant rhythm
signals in the same manner.

The main area of interest is within the dynamic time structure of the unfolding waves.
The matrix takes into account vibrations forward of the last 3 definite and the last pos-
sible swing date. You can determine sequences of rhythm in two ways, first by lookm?
down each column for coincidence of multiple ratios or second by looking horizontally
across the tables for a coincidence of multiple ratios. When past cycle times bein
measured are close to important STATIC TIME COUNTS and the TIME CYCL
RATIOS are on important ratios there is an exceptional chance that time is being
squared and a change of trend is possible. All you require for confirmation is a squar-
ing of price. In this illustration price squared a 0.707 retracement.

GOLD Professional CycleTrader [C11993 B.T.Gilmore
SWING  HIGH/LOW DAYS SOLAR WEEKS YEARS PRICE RETRACEMENT

9 901016 360.50 703 692.8 100.4 1.924 20.50/ 28.70 = 0.707
8 910116 406.90 611  600.0 87.3 1.667
7 910429 352.60 508 497.2 72.6 1.381 PERCENTAGE CHANGE
6 910610 375.00 466 456.8 66.6 1.272 6.17/ 7.95= 0.776
5 910911 343.00 373 367.5 53.3 1.021
4 911209 372.50 284 278.9 40.6 0.775 1st Alternate
3 920429 334.90 142  136.5 20.3 0.382 20.50/ 26.30 = 0.786
2 920720 361.20 60 57.9 8.6 0.16
1 920813 332.50 36 34.9 5.1 0.097 2nd Alternate
0 920918 353.00 20.50/ 29.50 = 0.695
TESTING 18 Sep 1992
1. 36 / 34.9
2 [ 1.500] 24 2. 60 / 57.9
3 [ 0.333) 106 30 0.732] &2 3. 142 / 136.5
4 [ 0.1461 248 4 [ 0.2761 224 4 [ 1.0001 142 4. 284 / 278.9
5C 0.1071 337 5[ 0.181 313 5[0 0.6181 231 5 3.1911 89
6 [ 0.084] 430 6 [ 0.146] 406 6 [ 0.4381 324 61 1.5601 182
7L 0.0761 472 70 0.134] 448 7L[ 0.3821 366 7 [ 1.2721 224
8 [ 0.0631 575 8 [ 0.1091 551 8 [ 0.300]1 469 8 1[ 0.8751 327
9 [ 0.0541 667 9 [ 0.093]1 643 9 L[ 0.2501 561 9 [ 0.678]1 419
[+1=1 [F1=10 [f]=20 FORWARD [-J=1 [R1I=10 [r]=20 BACKWARDS [Escl=END
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CycleTrader and TIME CYCLE RATIOS - TCR’s

Time cycle ratios (TCR’s) are the bonds that link the dynamic forces of the market
toiether. Time is our most valuable technical tool and it is important that we continual-
ly keep our time analysis current with the market trends.

The WINDOWS OF OPPORTUNITY module scans forward dates for the coincidence
of TCR’s which are above and beyond an accepted level of randomness. Dates with ir-
regularly high scores could be where a future trend change will occur.

The UPDATE module allows us to VISUALLY scan for cycle ratios quickly and
automatically over short or long periods of time, ie., we can inspect a complex for the
coincidence of TCR’s over years, months or days.

The REPORT module allows one to test a future date to verify the coincidence of
TCR’s. All calculations are automatic and are determined by the SWING CHART
used for the procedure.

The following TIME CYCLE REPORT has been prepared using the INTER-
MEDIATE DEGREE swing points in the Gold beginning with the 900614 low. These
can be identified in the left column of the report as PIVOT DATE. The START
SWING column contains the begin date of the TCR to be matched to the pivot date.
The TIME CYCLE is the number of calendar days between the PIVOT DATE & the
START DATE. The FUTURE KEY DATE is the next ratio date of the TIME CYCLE
taking into account the date selected for the report. Only TCR’s falling within 9 days
of the regort date will be highlighted. The greater number of TCR’s emerging from
one PIVOT DATE the more coincidence of RHYTHM within the cycles. The TCR’s
Eenerated from the 920429 low pivot are extremely strong this is why the WOO report
ad such a high score for the 19th September.

CycleTrader TIME CYCLE RATIOS [C] 1992 B.T.GILMORE
Analysis of GOLD Professional

Report date 920918

PIVOT PIVOT START TIME COMPOSITE COUNT FUTURE DAYS
DATE PRICE SWING CYCLE RATIO DAYS WEEKS KEY DATE DUE

900614 346.00
900824 415.50
901016 360.50
910116 406.90
415.50 900824 145 4.236 614 87.7 21 Sep 1992 3 x
910429 352.60
346.00 900614 319 1.618 516 73.17 26 Sep 1992 8
360.50 901016 195 2.618 510 72.9 20 Sep 1992 2 *
406.90 910116 103 5.000 515 73.6 25 Sep 1992 7
910610 375.00
415.50 900824 290 1.618 469 67.0 21 Sep 1992 3 ¥
360.50 901016 237 2.000 474 67.7 26 Sep 1992 8
910911 343.00
911209 372.50

415.50 900824 472 0.618 291 41.6 25 Sep 1992 7

352.60 910429 224 1.272 284 40.6 18 Sep 1992 0 *
920429 334.90

415.50 900824 614 0.236 144 20.6 20 Sep 1992 2 *

375.00 910610 324 0.447 144 20.6 20 Sep 1992 2 *

343.00 910911 231 0.618 142 20.3 18 Sep 1992 0 *

372.50 911209 142 1.000 142 20.3 18 Sep 1992 0 *
920720 361.20

334.90 920429 82 0.786 64 9.1 22 Sep 1992 4
920813 332.50

334.90 920429 106 0.354 37 5.3 19 Sep 1992 1 *

361.20 920720 24 1.500 36 5.1 18 Sep 1992 0 *
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SUMMARY

The GOLD examples I have just displayed were not constructed after the event. In_
fact similar time reports, hiﬂl)li hting the same trend change dates, were published in
advance in the WAVE TR ]§R DIGEST. Subscribers were alerted in advance to the
dates when the%could expect a change in trend. Don’t call for a subscription as the
WAVE TRADER DIGEST will be retired at the end of 1992. The 1992 issues have
been included as an appendix to this text.

The WINDOWS OF OPPORTUNITY MODEL uses proprietary formulas to search
each future day for harmonic time cycle relationships. Time cycles in markets are not
fixed length cycles, they may be in some instances, but mostly they are continually
changing with the dynamic input from the overall influences.

The WINDOWS OF OPPORTUNITY MODEL is designed to apply the principles of
TIME CYCLE ANALYSIS to any commodity, currency, stock or index. The system of
time analysis I use works in all free trading markets.

’1I'he model can calculate from any S dates which represent market swings highs and
OWs.

The SCORING SYSTEM IS RELATIVE to the overall study. For instance on some
samples I have seen scores of up to 180, these usually stand out from the crowd. In
other samples (usually primary degree) a highest score may only reach 80. The impor-
tant issue is to locate dates where the score rises dramatically above the model noise.

HIGH SCORING DAYS are found when the harmonic cycle relationships between
the future date and the 5 known waves reaches a level which suggests the relationships
are too coincidental to be RANDOM.

When setting up the model always try and use a series of waves which are bonded by a
high level of relationships. The greater the RHYTHM in the study waves the better
the report will be.

When the 5 known waves themselves have a rhythm relationship, the future high scor-
ing days can be exceptionally strong indications for a change in trend.

The CycleTrader license agreement stipulates that any proprietary routine is for the
use of the licensee and not for general publication. It’is a breach of the license to pub-
lish CycleTrader Windows of Opportunity reports in advance. The reason is simply be-
cause it disadvantages the people who have purchased the CycleTrader.

The WINDOWS OF OPPORTUNITY MODEL should not be used as a "black box".
QI!T%%I})NICAL TIMING TOOLS must be used in context with PRICE, PATTERN
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TRADING FOR PROFITS

It may seem like a cliche but the reason I have devoted over 10 years of my life to the
study of technical indicators and understanding of markets was to become an elite
trader.

The first thing I should tell you is. You can know everything possible about analyzing a
market and technically predicting changes of trend, nevertheless on its own this 1s not
a license to make money.

To make money you must know how to trade.

A good trader does not need to be a good forecaster but a good forecaster needs to be
a good trader to make money.

With a solid knowledge of how to trade you can be your own boss and reside at any
location of your choice.

You can maintain an independence from the rank and file.
You can work when you want or go on holiday at the drop of a hat.

Just so lon% as you follow a steady daily, weekly and monthly work procedure oppor-
tunities will present themselves, time and time again.

When I see opportunity in the markets I concentrate, when I don’t have a clue I rest.
am not a slave to the market, the market is my slave, the market is also my friend. I
am unafraid of my friend.

The important issue in trading is in knowing how to take best advantage of the prospec-
tive opportunities one encounters.

The most successful traders are those who work to a plan, keep control of their emo-
tions and execute their plan flawlessly.

The first part of the plan is in knowing what you want to do each day.
1. Do you wish to be LONG, SHORT or FLAT.

2. What RISK do you have to accept before you are proved wrong.
3. Can you accept this risk in your trading plan.

YOUR SUCCESS IN THE REAL WORLD WILL ONLY BE DETERMINED BY
YOUR ABILITY TO ADAPT TO SIMILAR BUT CHANGING SITUATIONS.

This section contains an outline of the important points I have noted essential to
making a success of trading for profits.
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IMPORTANT POINTS | HAVE NOTED THAT AID SUCCESS IN
TRADING

KNOWLEDGE

A basic knowledge of the recurring price behavior, the markets you trade, go through
under similar circumstances.

INFORMATION

You cannot trade without information, ie., you will need an information source to
evaluate any unforeseen influences entering the markets that you trade. Generally a
good daily financial television news service or newspaper will be sufficient.

CONFIDENCE

Once you have the technical ability, local market knowledge and the information
source, you will need confidence. With confidence a trader can take on any challenge
in the market. Whether he wins or looses he can still maintain his head about him and
be prepared to trade again. This of course pre-supposes one has a trading plan and the
personal discipline to carry out that plan.

CONTROLLED EGO

A traders ego can become his worst enemy. If you have an ego problem, ie., you are al-
ways trying to force your own will on the market and for that matter every one else
around you, you will never succeed at trading. The successful trader must be prepared
to listen to the market and let it tell him what it is doing. Never argue with the market
it is seldom wrong.

FINANCIAL SECURITY

The most successful traders are those traders who are not forced to trade the markets
for the rent check. Traders who have financial security are free to trade when it suits
them best. This luxury allows a trader too only take the trades offering the best oppor-
tunity. This industry has a very high turnover rate of unsuccessful traders, the J)rimary
reason is simply due to the fact most treat trading markets as a gambler would. If a
trader can be patient and wait until all the requirements for a successful trade are met
he will be assured of success, ie., if he follows the rules.

Of all the people I have met in this industry the one person who has influenced me the
most is Larry Pesavento from Pismo Beach, California. Larry has over 25 years ex-
perience as a trader, he has made a living as a broker, a floor trader and now trades
privately for himself from his office in Pismo Beach. On top of this he has experienced
every possible high and low related to the day to day practice of trading leveraged
markets. Larry also has a library of books second to none, he has researched every pos-
sible approach to analyzing a market I have ever heard of, and some I haven’t heard of.

Larry can be contacted via P.O.B. 1106, Pismo Beach, CA 93448. Larry conducts a two
day trading course for students of technical methods. Larry gives a money back guaran-
tee, ie., if he can’t make a profit from the markets he is educating you in trading, on
the day you attend his class, he will refund your tuition fee. You can’t get a better self
recommendation than this,

96



[image: image17.png]TRADING FOR PROFITS

MONEY MANAGEMENT

Before even contemplating a trading program you will need to establish some money
management rules.

UNBREAKABLE RULES

1. Never trade without first preparing your "checklist".

2. Never risk more than 5% of your trading capital on any
one trade.

3. Never take a trade unless your profit expectation is at least
triple your downside risk.

4, Always have a protective stop in the market.

S. Never add to a losing position.

Trading decisions can be initiated for a number of reasons known only to the in-
dividual trader.

Even when this is the case it’s important to adhere to the following guidelines.

GUIDELINES

1. Never trade on "hunches".

2. Never trade "purely" on other peoples advice.

3. Always have a clear and reasonable idea of your
objective.

Always do your analysis prior to entering a trade.

Update your analysis outside of market hours.

Take responsibility for your trades.

Never close a trade without a good reason.

- NN B~ N7 T N

Always be prepared for the "unexpected".

"Take care of your losses and the profits will take care of themselves." -
Amos Hostetter, Commodity Corporation (circa 1967).
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TRADING RULES

For a trader to make a success in the business of trading he must view all dimensions
of market activity in his analysis and trading strategies.

The four most important dimensions of market activity are:-
TIME - PRICE - PATTERN & TREND MOMENTUM

When all four dimensions of market activity indicate trend change or a continuation of
trend the trader has the best opportunity of success.

Traders must have patience and discipline to only initiate trading action at the ideal
market set-ups that conform to the trading plan.

RULE.

TIME 1S THE MOST IMPORTANT MARKET FACTOR

Time analysis needs to be prepared in advance to indicate "high probability" dates, in
the future, where a change in trend CAN OCCUR.

A change in trend will "never" occur in a free trading market without the COIN-
CIDENCE OF TIME CYCLE RATIO ANALYSIS SIGNALS.

Time cycle ratios can be measured from past market activity in several degrees.
. MINOR - INTERMEDIATE - PRIMARY degree.

A PRIMARY degree TREND CHANGE requires that all three degrees of past market ac-
tivity are signaling TIME CYCLE SIGNAL DAYS within close proximity to each
other. The term used to describe this phenomena is SIGNAL DAY CLUSTERS.

An INTERMEDIATE degree TREND CHANGE re%uires signal day clusters to be formed by
both the MINOR and the INTERMEDIATE degree past market activity. Single time
cycle ratios from PRIMARY degree waves are often present.

A MINOR degree TREND CHANGE requires signal day clusters to be formed from the
MINOR degree waves. Single time cycle ratios, rather than clusters, should be evident
within the near term INTERMEDIATE degree wave activity.

Always assess your objectives by the :-

. QUALITY of the TIME CYCLE RATIOS
. QUANTITY of the TIME CYCLE RATIOS
. DEGREE of the TIME CYCLE RATIOS

When TIME CYCLES indicate opportunity for trading profits get prepared and study
PRICE RELATIONSHIPS for the trigger to enter trades.
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RULE2.

PRICE RELATIONSHIPS between waves of similar degree must be apparent
when the TIME CYCLE RATIOS signal a change of trend.

. PRICE CAN BE COMPARED IN UNITS or PERCENTAGE CHANGE

Price relationships unfold in exactly the same way as time cycles, ie., MINOR, INTER-
MEDIATE and PRIMARY degree.

The market is a DYNAMIC SYSTEM which can be measured in a two dimensional
GEOMETRIC MANNER.

. PRICE IS THE CONFIRMATION THAT TIME IS UP

Although PRICE can be calculated in advance, I have found it will pay to wait until

{ust a few days before the TIME SIGNALS are at their peak, before "predicting" the
evels to which price may terminate trend.

As a market approaches PRICE SUPPORT or PRICE RESISTANCE LEVELS you
will see by the daily price activity how it is acting. Depending on the volatility in the
market you will have a fair guide to the Erice possibilities. These possibilities become
real rather than just educated guesses when performed close to a "high probability
trend change date".

If you try and calculate price targets for markets too far in advance you can become
emotional about them, if you just listen to the market and let it dictate the price it is
going to terminate trend on you will be more at ease.

RULE3.

When you have used TIME & PRICE to establish the INTERMEDIATE DEGREE
trend only trade in the direction of that trend. Buy weakness, sell strength.

As the trend unfolds you will see from the minor corrections if the trend is still strong
enough to trade. If the trend continues to confirm the INTERMEDIATE DEGREE
analysis you can pyramid your positions. Just remember you need to maintain close
stops on every re-entry or pyramid trade.

Be guided by the price above the 20 day moving average as an indicator of an intact
trend. Use trend lines, trend waves and minor retracement levels to judge retracement
corrections versus complete change of trend.

When you get an opportunity to add to a winning position you must do so if you wish
to capitalize on your knowledge of time and price analysis.

Study the character of ELLIOTT WAVE formations so that you will be prepared for
continuations of trend or complete reversals of trend.

Once a strong trend is in force don’t ever go against it unless you have a completely
oversold/overbought market analysis on your hands. If you do always keep close stops
to control your losses if you are premature.
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TRADING PLAN

For a trading plan to be successful it requires consistency, ie., once established you fol-
low all trigger signals that comply to your plan.

It is not necessary to be in the market all the time, only when the opportunity to profit
is paramount.

My trading plan has two important ingredients:-

Pinpoint Intermediate degree trend change points and buy or sell with a known risk
level.

Buy into weakness and sell into strength when my trend indicators are signalling the
Intermediate degree trend is intact.

Trend Indicators can tell you one of three things:-

. Trend is intact.
. Trend is overbought or oversold.
. Trend is in a position for a possible reversal.

When the trend indicators signal the trend is intact I look for opportunities to re-enter
the main trend on MINOR degree corrections.

When the trend indicators signal overbought or oversold I look to exit positions at the
next time and price target. this will normally be a 3rd wave termination of some degree.

After any fast price correction without any follow through - resulting from overbought
or oversold trend signals I will look to re-enter in the direction of the prior trend, only
if a 4th wave correction retracement level is easily identified.

Once a Sth wave is identified, whether or not I am on it, I will be looking for diver-
gence of trend with price activity which coincides with Intermediate degree time con-
vergence.

Once the market confirms the intermediate degree trend reversal the process begins
anew.

GUIDELINES

One of the surest ways to make money in the futures markets is to be a WRITER OF
OPTIONS. The odds are always with you for options expire worthless 90% of the time.
If you can identify the points that a market wil]pnot trade beyond, in the time period of
the option, the closer you enter to these points the greater your reward. Option
premiums deteriorate with time no matter if the price stays steady.

Only be a buyer of options when you expect an explosive move, then buy way out of
the money options for huge leverage.

Buy contracts only when you are confident you can control the risk with a reasonably
close stop loss.
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Time and price analysis in conjunction with trend indicators should allow you to clearly
anticipate the INTERMEDIATE DEGREE trend.

From a trading viewpoint the most money can be made out of the Intermediate degree
market moves, and on a more consistent basis.

It is rarely important from a traders viewpoint what extreme price levels a market may
reach over the long-term, just so long as one identifies the I RMEDIATE DE-
GREE turning points and acts with a sensible approach.

Oncedrou have identified an Intermediate degree trend and got on board you should
PUSH every re-entry signal if you wish to compound your profits. Once you have their
money as a buffer you must compound profits at every opportunity whilst the original
analysis holds firm.

The biggest price moves in stocks and commodities happen when the majority least ex-
pect them, it is always prudent to remember this and make sure you are in the market
at the earliest opportunity.

Whenever something unrealistic occurs in the market you will have ever)ll chance to
participate. Whenever you are wrong you will be taken out by your stop loss and incur
no irreparable damage.

Never trade against the prevailing trend unless dyou have every indication from TIME
and PRICE SIGNALS that the prevailing trend has expired.

When you do anticipate a final high or low is being made in any market ensure that
the BULLISH CONSENSUS OPINION is at an extreme reading. If you are going to
short a top in a bull market ensure that everyone is bullish. If you are going to buy a
bear market low ensure that everyone is bearish. The more bullish or bearish the
market consensus is at a high or low the greater your chances of picking the exact top
or bottom using TIME & PRICE TOOL%. When the market is out of control TIME &
PRICE relationships are your best guide to the TREND.

ﬁou take care of the INTERMEDIATE DEGREE ANALYSIS the CYCLE DE-

If
GREE will look after itself.

One of W.D. Gann’s famous sayings was,

"THERE IS NO PRICE TOO HIGH TO BUY, AND NO PRICE TOO LOW TO SELL".
This is perhaps one of the best pieces of advice to keep in mind. If you for instance get
emotionally involved with the fundamental perceptions of fair value or your opinion of

wlhat price levels a commodity or stock should trade at, you will ambush your trading
plan.

Be guided by your indicators at all times, that’s why you have them.

USE ALL OF YOUR TOOLS - ALL OF THE TIME
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CHECKLIST OF MARKET POSITION

DATE MARKET

BULLISH CONSENSUS =
TYPE OF TRADE I AM CONTEMPLATING :-

..............................................................................................

MARKET POSITION =
LAST SWING HIGH / LOW
ELLIOTT WAVE ANALYSIS

MOVING AVERAGES 10/20 DAY CROSSOVER
Market close / 20 day moving average
20 day moving average trend

10 day moving average trend

RELATIVE STRENGTH INDEX
Above or below center line

RSI diverging with price  (Yes/No)

TREND WAVES - (above 0 line = bullish)
SLOW WAVE

MEDIUM WAVE

FAST WAVE

TIME / PRICE RATIOS PRESENT - COMMENTS

..............................................................................................
..............................................................................................
..............................................................................................
..............................................................................................

..............................................................................................

Bullish / Bearish / Neutral

.............................................................

Bullish / Bearish / Neutral

above below
up down

up down
above 80 below 20
above below
Bullish Bearish

Bullish / Bearish / Neutral

BULL/BEAR UP/DOWN
BULL/BEAR UP/DOWN
BULL/BEAR UP/DOWN

-------------------------------------------------------------

.............................................................

-------------------------------------------------------------

.............................................................




