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SO YOU WANT TO BECOME A SUGCESSFUL TRADER IN THESE VOLATILE MARKET S
_ A specula’cor Iookmg for large po’tent[a[ moves'in a market before they have become obv10us to all
and sundry, should embrace various elements of Technical Analysis that “flash” bells at major junctures
Jinamarket.. ltis from theselarge, and usually quick, moves in any market that SIgmﬂcan’c profits may be

generated 15 th[s not exactly the aim of a speculator? To obtain a better than bank interest rate return
on one’ S nsk capital

One also has ’co have the temperameni to act in amanner mconastent wnth the ma]or!ty of traders h
analysts, brokers, fund managers and the populous at large. This aspect, by itself, represents a major

chaflenge for most market participants. In fact it may be the main stumbhng block to a large number of
people. . - : o :

By thoroughly researching and understanding the shottcomings of the vatious tools (indicators) and

analytical approaches (Elliott Wave, Gann, Astronomy, Fibonacci) used by traders and analysts around

_ the world, one can then begin the quest to put together their own trading “system”. Several aspects of a

trading system that are often overlooked: include the placement of Stop-loss levels, exit scenarios,

pyramid points and money management routines. Without these vital ingredients, one is only part of the
way fo creating their own business plan! ;

ﬁ Once this has been achieved, the software and data are available to “test” how their particular set -
'\ ofrules, or system, would have performed inthe past. This still does not assess how the individual would
" have fared following the signals. Other software cari then be. used by the dedicated future trader to

simulate a “real” trading environment. With this approach one can examine how well ong can adhere to ,
their particular trading system without the benefit of h[ﬂdSlgh’c '

ALL THIS - WITHOUT RISKING A CENT IN ACTUALLY TRADING THE MARKET'

.....

' of discipline. This is a vital ingredient for anyone who is iookmg to become successful in any field of
endeavour. At this stage, the human elementin one s frading can not be entlrely elimindted. However,
* with the advent of “expert systems” and ¢ artlfICtal intelligence” soﬂware that day 13 drang inexorably
closer. b
As you can see, the challenge is there for the taking. However lt |$ a matter of record that the majority
of market par’umpants do not manage to reach their goal. By recogmzmg this mescapable fact, one can
then look to learn from the common mistakes made by this group of traders and hopefuﬂy avoid makmg
[ the same ones in their own trading. :

IT IS SOMETIMES EASIER SAID THAN DONE - GOOD HUNTINGI ¥

“IVAN KRASTINS

§ AUSTRALIAN TECHNICAL ANALYSTS ASSOCIATION G.P.O. BOX 27745 ';SYDNEY 2000
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LOOKING FOR THE POTENTIALLY EXPLOSIVE MOVE.

MONTHLY VIEW:
L'Asr at the end of June, 1990 the Crude Qil market has been steadlly trendmg down from its early

1990 htgh ‘The important thing to note at this stage is that this high was actually HIGHER than the
prévious raﬂy hlgh made in mld 1987.

From the monihly chart be[ow  you can see the web of Fibonacai ’nme zone relatlonshlps that ex1st
at the current juncture ' :

5 months from the recent high = S ; .
34 months from the mid 1987 high _

The month of July, next month, oﬁers severajl more Fibonacci lime zone relationships:

55 months from the high in late 1985 |
21 months from the low in late'1988

The confluence of these important Fibonacef time zones (taken from the previous highs and IOWS)
for this period of June and July, 1980 are “flashlng” bellsf

veed/ 2
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On the previous chart focus on the pnce Ievels marked (A) -12.28, (B) - 21 .60 and (C) - 23. 92

lf one freats the move from (A) to (B) as the main thrust up (E[iiott Wave lmpulse move), a move
of 9 32 points, then the mam Fibonaccn re“traoement of 62% comes in at 15 84

'his; is just 0.06 point;s ;belga' this month 5 low of 15. 90

lf one:views the entlre move up (A) to (O) then the market has gone through the 62% retracement
Ievel at 16. 72 ‘

\_ " 5 . "

i However another retracement level used by W.D. Gann (and to some extent by Elliott Wave
practitroners) to assess where a market may react s 66 6%._‘ ThlS comes in at ‘[6 18.

This other Jevel IS merefy :26 pomts abo‘ve this month’s low.

5

The lmportant message here is that the market has had trouble breakmg declsmely through
these levels. : : S

INDICATORS:

Let us now take a quick glance at the Relative Strength Index (RSH). This indicator can be used to
measure how “overbought” or “oversold” ia market real[y is.

At the current time, the R8I is below 30. Thls com‘lrms that the Crude Oil market, on a monthly
basis, has the room (technically) to rally. -

.

e s
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WEEKLY PICTURE: ' : S

No less an interesting plc;ture is bemg presented by an inspection of a weekly chart of the prices.

in ;terms of Fibonacci time zonesf’chis Week is:

55 weeks from the !ow made i in June 1989 S )
89 weeks from ’fhe iow that was made in Qctober 1088 _ - N

3

: The prices this week entered the critical areé noted i in the month[y assessment (between 16.16 and
15 84) and promptiy reversed to the topsnde fnlshmg at the highs for the week

An extremeiy lmporfant plece of mformation has s been presented by the pnoes penetratlng the lows
marked (A)

The fact thaét jchis' e[id not induce fresh se]lirig (and hence a further collapse in price) indicates that it
was probably caused by the, by now, frustrated long position holders finally exiting the market.

They made one of the most commoanly rﬁ_ade mistakes - placing a stop-loss just below old
lows. This is exactly the wrong place to have a stop-loss.
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INDICATORS: .

Not only are the “ieadmg mdica’tors such as ROC (rate of change) osclllator_s RSI S and the hke in
“OVersold” zones on a weekly basxs but they are failing to confirm the new lows made by the
pnces.

ABU

b Another extremely sngmﬁcant factor is that thls bulhsh divergence i is’ also present i in “trend follow-
;Ing lndlcatogs,

H - - - -

Thss isa more ad\!anced way of treating (the trad;’uonally laggmg) mdlca’tors like the MACD (mov~

dm—
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iBOTTOM LINE:

::Based on a detailed exammatlorr of both the monthly and the weekly position of the Crude Oil
_market the probablhtles certaln]y favour an upward move in pnces

;At this juncture, any estlmatlon of how’ hrgh the Crude Oil market may go, 'f at all, would be
. based on guesswork The market itself will provide the necessary clues as the move unfolds.

| When the mood becomes decldedly one-5|ded and the lnd:cators llne up on a monthly
:: and weekly basrs the trme will come to Iook at the short side.

This market apprarsa! wrll cease o be vahd if the prices break below the lows made thrs week
(usmg sggt m:og‘rth’j’ contihuous data). -

N.B. By using weekly and monthly chart analyses the astute trader, or speculator can isolate the
larger, and hence the more potentially profitable, moves in any given market. It also means that
they are not looking to “pick” the absolute top or bottom in a market!

/S

whilst the general approach is the same as with usrng weekly and monthly charts, a signal gen—
erated by the daily chart must be confirmed by the weekly chart within a week, or at most
two. _ S : '

Otherwise, one can find oneself involved wrth mereiy a correctlon rather than a substantial

“new” move. This is an especially vital concept tor traders of: opt[ens rather than physrcals or
futures. N

(Extract from a Special report produced by The :thévestmentE:-:diJcator.)

AN UPDATE ON THE OIL MARKETS:

The barrage of technical reasons to be Iong in the Crude Qil market BEFORE the “war” broke -
out certainly did not predict the exient of this current move. : : -

Nor was that the desired aim. The purpose wds merely to demonstrate that when Technical
Analysis is applied to a market, it assesses the probabilities of the market ha\nng amaveina
certain direction. - -

It can be stated with complete confidence that the probability of the Gride: Gil market rising by
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The life of a speculator is conszderably easaer than for those who use Techmoal Anaiys:s to fore-

cast. Unless there is an ex’tremely strong ‘case for a view, either way, speciilators can sit on the
stdehnes and wait for the ‘“textbook” Opportumty

.

It should be noted that the week beginning August 27 1990 marks 34 weeks from the danuary ‘
1990 highs, and the week just ended marks 55 weeks from the August 1989 lows. Th‘lS wouid add
weight to the proposition that the upward move m prlces could be coming to an end '

TP

The next projected weekly change-in-trend perlods occut in the week beginning 17. September

(233 weeks from the April 1986 low) and the: Week beginning October 22 (377 weeks from the
August 1983 high).

EER
-
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November 1990, presents the first monthly chénge—in-—trend beiﬁij 55 months ;‘roﬁﬁhe’ April 1986

low. As well as tha’t the week begmnmg November 5, 1920 will be 55 weeks from the October 1 3,
‘[989 hlghs. : o
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viewing the larger picture, it should be noted that a price of 39.75 was reached in March, 1980. The
subsequent lows were made at 9.75 in March, 1986. These are the parameters within which the
narke’r is currently trading. -

The “war inspired” rally has already drlven prlces through the 62% and 66% retracement levels An—
sther level that was used by the Iegendary trader W.D. Gann is 75%. That level is at 32.25. {(Note
the High that was made in this last:week at 32.35.)

Replicating the process that was used, to determme the probabilities of an upward move in prices at
Lhe end of July, one should examrhe ’rhe same mdlcators tha’r served us so well at the boﬁom

W;EEK:LYIINDKCATORS}: P

As you may suspect, all ‘the mdlcators areiin overbought zones, but aIl bar one are confirming the
néw highs. Based on this, the current position warrants stop-losses being raised to “lock-in” profits.
Any short posrt:on would be of a h:gh rlsk nature.

It should be no‘ted ’tha’t initial margm requrrements in the futures markets by now have also been ,
raised to refléct the‘increase in volatility in the Crude Oil market. This will have the effect of remov-
ing the lesser capitalised traders from the market

With this in mind, and being cognisant of ’the fact that most traders are now bullish (and probably
longy), a light short position could be a real consideration.

Another, market truism to bear in mind is: “ the faster they rise, the harder tﬁey fall...” (Anoh),

Teden

THE CASE FOR ATOP IS NOT AS STRONG AS THE CASE FOR THE LOW IN JUNE.

ChbhPDF -.www fastio.com


http://www.fastio.com/

The Special Report that you have read, as well as the Update, on the state of the Crude
‘01l market was great[y heiped by a very unique publication now available directly in Australia.

[ .am referring to a two Voiume set of reference books called by an extremely low-key
name: “The 1980 $uper’trader S A]manac” wrltten by Frank A. Taucher and published by
Market ]\flovemen’cs Inc U.S.A. _

Th'e'Ausfrahan 'dt'st'rlbutor is QBL Software Services (26 Joubert St., Hunters Hill, N.S.W.
2110 Ph.816: 1529) They also are the local agents for Technical Tools data and the .
highly regarded analytlcal software package A.M.A. - Relevance Hi.

| had the pnv:!ege of belng exposed to this exce][ent publlcatlon ‘when | was living and
working in Chicago back in 1986. Iti is, without fear of contradiction, the most complete
reference manual on the markets in the U.S.A. that | have seen anywhere in the world.

There are in excess of 700 pages filled with such vital information as projected weekly and
monthly change-in-trend periods, W.D. Gann’s anniversary dates of the different American
futures markets to cycle and seasonal factors, astro turning points, as well as a wealth of
trading tips and ideas, deposit requirements, the correct application of orders and much,
more. N : s

For anyone who is serious about trading the Amerlcan markets this annual publlcat;on
deserves an inspection. :

IVAN KRASTINS
THE INVESTMENT EDUCATOR

ClibPDF - www fastio.com


http://www.fastio.com/

ClibPD

The fo!!owing?'a':rticles have been kindly submitted by some of our current members

[ must admit l was a I:t’tle dismayed when Charles Alexiou gave me a call the otherday
and asked me to contribute to the newsletter. | didnt know where to start or what to say. |
Stumbled ln’[o Techmoal Analy3|s when our Chlef Deaier demded that we should be watchlng

l haVen*t any theoretical background but mainly onthe job experlence that | have gamed since
then.

Being on & corporate Foreign Exchange desk my technical analyst hat would only involve
around 20% of my day. So as a result | like to keep things relatively simple and time efficient.
Although we have both Teletrac and Reltergraphicsin our dealing room, [find keeping manual
charts more beneficial because it makes me look at all trendlines closely and allows me to mark
in Fibonnaci targets, major reversal days efc. | keep charts on a daily H-L-C basis on GBP/
USD, USD/DEM, USD/JPY, and AUD/USD as well as a weekly H-L-C AUD/USD chart. Ellioft
Wave theoty is not one of my strong points, so on the charts | have mainly concentrated on
looking for reversal or continuation patterns

On these charts | tend to favour momtonng 3 main models My favourite is the 14 event
momentum model which is very useful for p1ckmg up reversals in trends or at least the
likelyhood of a trendline holding. Second to that is a 21 event RSI. The main reason behind
the 21 eventsis that on average there aré 21 workmg days inreach month, and thus a tnonthly
factor is included in a2 daily chart. WhllSlZ it is good to watch for overbought or gversold . .
conditions, | have found watching for dlvergences in the RS to be more worthwhile. A" |
d[vergence combined, with a supporting. momentum, has proved to be very accurate in: |

forecasting reversals. Finally, a8 X 13 osc:tllator is viewed as well toactas conflrmatlonto both’
momentum and RSI.

These models have been used in conlunctlon with others at different tlmes however [
have always returned to using the above mentloned stra’tegy to obtain the best results

Overall | consider myselftostilibe a nowce whenitcomes to Technacal Analy5|s wﬁh most
of my exposure being on the charting side of things. Through the Associatior | hope to develop
my theory and also look at the stalistical side of Technical Analys;s and look forWard to
meeting you all at future functions. :

Mr. Mark Frost
ANZ (FX)
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THE STOPLOSS

Technicians as Market I\nalysts are called upon in their profession fo make definitive

. assessments as to the direction of prroe In this traders would not argue. Traders would, as

" would Technicians; be less eager to admit that these assessments are by nature reasoned

ChHbhPDF -

outcomesofa quarttificatidn of subjective/objective probabilities. But nevertheless the outputs
of Technicians boil down to the immectiate trading alternatives of to buy, sell or do nothing.

 would argue though that the Technician has a role to play in the next, more bottom line
sensitive, aspect of trading - that of money management.

Gwen that the mltral trading dec|51on 1o buy or sell is taken under conditions of risk
probab[htles the p:otits or losses (hopefully profits) that accrue over time therefore will also

be subject to: ‘risk. Here money management will impinge directly on the profitability or

otherwise of a trade.

Assuming the trader has defined tisk/reward tolerances (not always the case), money
management tools become essent[al where the trader basrcally seeks to maximise profitable

Q: How is this loss risk limited?

A: The Stoploss.

As a management too! it is the hnchpm of reward and rrsk It should be looked upon as
a loss limiter.

The stoploss has qualified support generally among traders, but is often the butt of - :
discontent (| would argue misdirected, reveallng more a bltterness towards market rrsk than X

the failure of the stoploss).

The stoploss also defines a pre- -determined: point at which an individual trader acknow!-
edges the initial decision 1o trade was wrong or has resulted In a capital risk beyond his/her
(or managements!) {olerances: Lo : -

Experienced traders will recognise lmmedrately that the dtchotomy of tradmg and capital
management decisions are inferlinked, but differ in important respects

For once a trade is opened, based on the Technical (i.e. rrsk) condrtsons ofthe market
the traders mustimmediately, in explicit or implicit fashion, Iockastoptossto the relevanttrade.
The first aspect of the trade exposes capital (hopefully) to upsrde risk.

On the other hand the stoploss limifs the downside risk to capital. To ignore stoploss
procedures is to acknowledge not so much a trading slackness but an rrresponsrbrhty to the
capital under management and exposed. -
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THE STOPLOSS .2

To illustrale the correct mieflhod,:teke for example an SA/USD trader:

Observe a spot market'a't '8000 USD with an advised Technical risk profile of 20/80
(downside to upside) risk-at spot The techmc:lan also advises that major support exists at
7960 Be ow Wh[Ch the r[sk proft!e changes to 80/20 downside to upside risk.

The lrader [hen dgreeb o go Iong 3A al bp(}[ witht & blUp[Ubb ml 7959 (rgtloruig spread
con&derahons) - : :

.-ln lomg--hend we have described a'trader who on a technical basis is risking 41 points to
take a pérceived upside risk of 80%. The capital managementdecision (of 41 points maximum
loss) and the trading decision to buy is taken simultaneously. The trade is self-

contained - only the profit poten’tlal is left to the traders discretion.

All this is very familiar to us all buthardly touched upon in technical articles of our trade.
| believe that, while not disparaging the very real contribution that technical analysis
contributes to the methodologies of trading, | make the plea that traders and technicians work
closer together to maximise upside potential with a minimum of loss using stoplosses.

The stoploss level then, subject to the capital fisk tolerances of traders, reflects the
balance point between risk and reward. Traders should then acknowledge to themselves that

in trading one should not so much seek! where they wou!d be right in trades but where they
would be wrong. : I

But of course, this has the stoptoss ina pasei\}e role of closing trades - of “stop outs”. :
Technical traders will recognise that the use of stoplosses to protect capital from downside risk
can be used in reverse. Of “stop in’s”, where beyond a certain point the risk profile of prloef '

squews to an exient that a trader opens a posmon and exposes capital to an percewed: ’
tolerable upside risk. S

Having said this of “stop in’s” they are of consequence trading decxsmns not capltal
protection decisions - which brings us o the end of this brief note,

In summary the role of the stoploss is crucnal o the capltal protectlon!exposure manage-

ment of a trading position and should be pivotal in a trading strategy that seeks 'to ba[ance
reward within a tolerable level of risk,

Mr. Peter Pontikis
Corporate Technical Advisor
Westpac : T
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- : WHAT A CHORE!

. The Yearis 1983 ', _

At this point in time in Australi@, Téchnicat Analysis was just beginning to develop it's own place in
.the investment world. Manyinvestors and traders were unaware and many more were narrow minded
“in their approach o Technical Analysis. However there was a movement towards utilising this form of
analysis as an additional tool, But getting Treasury managets, overseers of dealing operations and other
decision makers in the investment world to commit funds was another story. Technical Analysis was -
not a mature form of analysis in Australia in the early eighties. Sure there were the odd ones here and
there who knew theé benefits, and my boss.at the time, wasone of them. However we both suffered the
trustratlon ot bemg half way there and prowdmg only half the AnalySIS

Day aﬁer'day, my 'pe‘ncjhant for chartmg would propel me into two hours of updating every morning, ~
another hour and half afterwork. My life s a committed chartist working for a Melbourne stockbroker
was long and arduous. Overnight markets need updating in the morhirg, our markets need updating

alter work, stilt trying o trade fulures dunng the day off eithel a Pomt and Fsgw S chart or a five minute
line chart. : N

The interest is beginning to gain momentum to be able to show a cllent a chart to analyze |t or to
have them all ready for the morning strategy meetings. = - - : -
Then from the far side of the dealmg room , through the t/ast array of screens and piles of paper on
the dealing desks, the Options trader catches my eye.; Oh no, he is walking towards me and I'm only

half the way through my morning updates What could he want’? Surely he doesn’t want charts onhis
Options. : P

The next morning | must add Options agalnst physmals to my list ot updates only 26 ot theml

The satisfaction of being able to analyze up! to date charts and provide your dealmg room Wlth
quality, up to date analysis is a driving force arid the reward for the hours of updating every:; day i Then
a few minutes |ater towaids the end of the day, when gold has: rallled five dollars the: U 8. Dollar has-

of date!

It’s at time like these everyone wants to know Wthh reSIStance‘levels have been broken by the AS
| all of a sudden the interest is back in the gold stecks. Oh no, | haven't updated them for a week because

Gold hasn't been doing anything. Aslmadly update opportumtles are sllppmg by, by the mmute | need .
helpt o

Admittedly, updating time is time out of myrday. | can not 'sple’ak to dlient‘:s and dealers, provide
strategies, or Support and Resistance levels for the dealers to 'watch, but then if the boss wants the

charts donethey willbe done. He seesthe valueinitbut can’tjustlty an aSSIStantto help with the updatmg
- the big time devourer! o

P
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WHAT A CHORE! ..2

* The requirement ahd need for brok[ng offices, banks and institutions to have ef'fectlve coverage
of all markets; commodrtres currencres trxed interest, stocks, etc, was becoming a vital part of their
operations. :

. After much rnvestrgatlon lookrng tor a less pressured job, speakrng to other chartrsts and
;""beeomlng somewhat drsr[lusroned with my future as a budding chartist | came across two guys whe
] had an investment management group. To my surprise, and a pleasant surprise it was, Technical
_ Analysrs laid a large foundatlon for therr investment strategies. My curiosity was aroused and the

questrons flowed. /- : — .
soon dlscovered thatthere was a solutlon to theboss’s problem of ha\nng all the charts updated
“and analyzed and-also myproblem oftime. Beforel approached the boss with my revelation [ decided
to do some more mvestrgatmg so had all my facts right and  could present a casethat wasirrefutable.
I managed to- swing a tripito Sydney, | visited the companies that could possible help me with my
solution, l.¢ollected and collated all the avallable mtormatron | could lay my hands on.

| agreed 6 meet the boss after work and laid the seeds ot 1nterest rmp!yrng that | had eomethmg
to tell him‘that would be to his advantage.

The meeting was & very short one. “l can solve our problem for a quarter of the cost of what we
were working on before”. Of course any bosses light up when reduced costs are mentioned and you
immediately havetheir undivided attentior). I placedthe relevantinformation on his desk and explained
to him that by purchasing a computer, a.good software package and access to a database | could
improve my efficiency and productivity 100%. Itwas that easy. Upon explanation of my researchinto .
the subject | had sold him. if he could have written me & cheque then he would have.

A couple of weeks later | had an IBM:computer, the Gomputrao software package and access to
a database to provide me with my data... Four hours updating time turned into five minutes in the
morning and five atnight. |could nowwalk rnto amorning meetrng withallthe overnight charts updated.
[ didr’t just do 26 options charts any more, | did theém all. | had Suppott and Resistance levels
immediately, and the analysis, via the computer, was muoh more extensive, accurate, and dependable.The
effect on my boss was such that he though he had empioyed another person - at quarter ot the oost'

This was the development at that stage m the early erghtres

The year Is 1990.

currency movement on the other side of the wor[d is not only flashed up,on my quote screen but rt rs?
also in my computer and ready to be analysed a couple of seoonds later. Be it a currgncy, commod-
ity, or debt instrument, it doesn’t matter, 1t is a[! in my oomputer ready for any such ocoasron as anyi ,
Technical analyst shou[d be. :
Such is the competitiveness in today’s tmancral markets that to be out of step Wrth thrs teohnology
is to give your opposition a competitive advantage. The receptiveness of this form ot Analysis is
accepted as the norm in alot of dealing rooms and by alot of individual traders:these days however

much of the work still has to be done educating people asto the benetrts of. the oomputensed Technical
Analyst. :

By the way my updating time is now nill}
Mr. Richard Lee
TELERATE . -

e/ 14
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|am currently inthe procesie of com piling a “road-test” on a fairly new (at least directly in Aus-

' :j;ralia) analyiical software package called; Relevance 1l, authored by R. Maynard Holt. This

s'{:lould be ready for the next issue of the' ATAA newslefter.

. Itwouldbe great to hear ﬁom any curré”c users of this package This wili enable some of our
members to share the:r ’thoughts and expeﬂences with others in the group.

_' Pleaee, don’t be shy!! Call me on (02) 922 4991 or fax me direct on (02) 925 0090.

! weuid hke to personaﬁy thank Mr Mark Frost of the ANZ Bank (FX) Mr. Richard Lee
(TELERATE) and Mr. Peter Pontikis of Westpac (Corporate Technical Advisor) for their contri-
butions to this ATAA newsletter. A great effort!

Where are the other members? You don’t needto be a experienced ana]yst or trader - you
may be just looking at using Technical Ana5y51s

Youmaybe huntingdown a parttcular book, software package, dataor acourse. Thisis your
organisation - make the most of it!! :

/%\769*
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THE MYSTERY CHART REMAINS UNSOLVED THE BOTTLE OF SCOTCH lS AGEING :

THE MYSTERY CHART REMAINS UNSOLVED - THE BOTTLE QF SCOTCH IS AGEING
THE MYSTERY CHART REMAINS UNSOLVED - THE BOTTLE OF SCOTCH IS AGE!NG

DOESN'T ANYONE DRINK SCOTCH ANY MORE?
DOESN'T ANYONE DRINK SCOTCH ANY MORE‘? :

DOESN'T ANYONE DRINK SCOTCH ANY MORE‘?
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