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PRESIDENTS ADDRESS WELCOME

Fellow Analysts,

As water flows so does the mind of man in determ:mng the
likely direction of markets.

Your Association strives to provide the means to facilitate
theinteraction of technical analysts and traders in providing
a forum for the interchange of ideas and techniques. As an

independant organisation we are able to enlighten those .

who have reason to seek, and in so doing transcend to a
higher plane of understanding.

One of the many challenges traders face is the crystallization
of a trading plan. Only through knowledge and action will
cne be able to develop a philosophical trading approach.
Our 1993 Technical Analysis Course lays the foundation
for. developing the required technical skills for analysing

market behaviour, and further advanced semmars are

planned far the coming year.

Members intending to travel to New York in Qctober for the
annual International Federation .of Technical Analysts
{IFTA) conference, are urged to contact Charles Alexiou,
our IFTA co-ordinator, who will put you in contact wnth
other ATAA members attendmg the conference.

The Executive comm:ttee contanuously receives requests
for information regarding the sourcing of historical and
current data for stocks and commodities. In one of the
forthcoming newsletters we intend to publish a
comprehensive list of data vendors and specifications
regarding pricing and availability which will be useful for
members to evaluate each vendors products. Data vendors

are welcome to submitinformation regarding their services

and products to the editorial committee. -

The ATAABBS pomputer network which was designed for

the electronic communication and program data transfer -

between members both localiy end through the International
Technical Analysis Network {TA-Net}! has been
discontinued. We apologize for any inconvenience this
may cause some members. The system will be reviewed

at some later stage should demand dictate its renewed
operation.

Wishing you all a prosperous new financial year and
remember,

...the truth will set you free.

Best wishes,
Charles Balas
President

.Mr Brian Conroy of Erindale, SA

Welcome to the following new members :

Mr Donald Mole Of Thomson Financial, Sydney
Mr Ted Chen of Thomson Financial, Sydney
Mr Paul Kent of Thomson Financial, Sydney
Mr Greg Down of Wembley Downs, WA

Mr Mark Harding of Kings Cross, NSW

Mr Anand Pon of Merrill Lynch, Sydr{ey

Mr Bruce Stillard of Cobram, VIC
Mr Terry O’Neill of Darwin, NT

Mr William Vernon of Kensington, NSW

Mr Nigel Hobbs of Research Technology, Sydney
{Qur first Res. Tech. member!i!)

[ VIDEOTAPES LIBRARY |'

The ATAA is building up a collection of videotapes that
will be available for members to borrow.

Currently two tapes are available:

“What it Takes to be a Great Trader” This is an
address given by Jack Schwager to the US Market
Technicians Association. Itisbased onthe observations
he made when compiling his popular book “Market
Wizards”. The tape was reviewed in our January 1993
Newsletter on page 38.

“Technical Analysis in Just 52 Minutes” by Dr
Alexander Elder, a professional trader, teacher of
technical analysis and practising psychologist.. The
tape provides a broad introduction to technical analysis.
Itincludes basic chart patterns, trendlines, support and
resistance, computerised analysis, trend following
indicators (focus on moving averages) and much mare.
This video was shown at the June ATAA meetings in

Sydney and Melbourne and wili be reviewed in more
detail in our néxt Newsletter.

We hope 1o add to our collection of videotapes as the
opportunity présents itself.

These videotapes are both in VHS format and are
available for loan 10 ATAA members free of charge.
You are only asked to pay the postage to return them
promptly when you have finished watching them.

If you would like to borrow either videotape, contact

Colin Nicholson at Sydney meetings or on (02) 436
1610.
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| THE DAWN REPORT

We have now passed the mid-point, the Winter Solstice for
the southern hemisphere according to Gann Time. Qur
calendar year for the Association has certainly had its
share of excellent guest speakers with David Fuller getting
us off to a good start. For future months we can look

forward to hearing from Les Hosking, Chief Executive of -

the Sydney Futures Exchange, Russell Lander well known
as “Chartist for the Bulletin® as well as a long term
investment advisor for July and August meetings. Our
own Colin Nicholson could take the Septermber spot with
Campbell Gorrie who has just won the award for the best
Technical Analystin Australian Business Monthly speaking
to us in October.

As co-editor of this issue of ournew look Newsletter which
is'surely to meet with members approval, | have been ably
assisted with production by James Slack-Smith. We really
have more articles than space so there will be some carry
over to the next issue. The recent Financial Review
cartoon on David Fuller will no doubt meet with some
chuckles. '

Colin Nicholson has been doing a superb job of reporting
our Guest Speaker Meetings. Not an easy task but one we
feel is worthwhile for our members both local, country and
interstate to benefit from these occasions. You cannot
take a crash course in experience but hearing from
veterans can speed up the learning curve.

Pages 27 and 28 have been devoted to the commencement
of the 1993 gold bull run with appropriate illustrations
from my hand posted charts and indicators which witl
surely be of interest particularly to some of our newer
members.

Line honours must surely go to Phyllis
Khan, Editor of Gann Angles who
‘recommended buying December

Gold and Silver call options 15/
i 16th March 1993 and then
opening futures positions once
they started to move.

David Fuller of FULLERMONEY and Richard Russell of the
DOW THEORY LETTERS had been warming to gold
positions, coins, shares, bullion and futures for those

temperamental{y suited to them. Our own Merril Armstrong
of TRENDEX had indeed latched on to “baby bull” for

gold before May‘s brilliant caption GOLD'S RUN HAS
ONLY JUST BEGUN.

These worthy Newsletters should be regular reading for
our members and high on Subscription lists and in this
regard some good news from my long term associate
Richard Farrington of L.LP.l. Pty. Ltd., 74 Campbell Street,

Surry Hills 2010 (Phone {02) 281 9400, Fax {(02) 281
0376) He is prepared to offer A.T.A.A. Members a 10%
discount on subscriptions and will send sample copies for
you to view. A good way of determining whether a
Newsletter suits your requirements.

We have a special paper on Financial Crises and The
Number 56 and Business Cycles and The Number 56 sent
to us by Mr. David McMinn of Nimbin but due to space and
copy deadline will be published in our next issue. Mr.
McMinn is prepared to give the paper at our ‘monthly
meeting yet to be advised. He has done some remarkable
work on long term cycles. Indeed the 56 year cycle
correctly predicted the crash of 1987. {The Economist
reference enclosed). This cycle also predicts a crash for
1993 {Sequence 09) and the NY & London markets are
looking very shaky - The Dow Jones and the FT 100 are
still trading near record highs and P/F ratios for the NY
market are at historic highs. Allit will take according to Mr.
McMinn will be a radicat shift in mob psychology for the
bubble to burst. Sequence 09 - lists the following:- 1769
French crisis {February 1770), 1825 Panic After Inflation
{England - December) 1881 Union General Failure (France
-January 1882 1937 US crisis (September}, 1993 ? Crisis.

Your co-editor has also observed that our P.E. Ratios and
Dividend Yields are approximately the same level as they
were at 30/9/87!

Dawn Bolton-érﬁith

Vice President

| Heres Yo Dm{id Fuller |

Please Have Some Ore

Those distrustful overseas investors seem to have long
memories about Australian mining entrepreneurs,

David Fuller, the Britain-based American chart reader,
has been recommending that everyone should be
| holding some gold shares. ’

"There are plenty of mines... just make sure they have
some ore. You don't want to buy some moose pasture
in Canada or kangaroo patch in Australia," he advised
his clients. : ‘
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WILL SLATYER ADDRESSED THE
SYDNEY MEETING OF THE ATAA
ON 19 APRIL 1993. HISADDRESS

i ' WAS AN EARLY DRAFT OF THE.
PRESENTATION THAT HE IS PREPARING TO GIVE TO
COMPUTRAC'S TAG XV CONFERENCE IN LAS VEGAS

LATER THIS YEAR. WILL'S ADDRESS HAS BEEN |

TRANSCRIBED BY COLIN NICHOLSON.

Bearing in mind the reception when David Bowden told us
last month about his bank manager, 1 do not want to dwell
too much on my past. However, | need to tell you a little
bit about me, so that you know where | am coming from
when [ am presenting the system to you. | have basically
been a risk manager for thirty years. Some of you may
have seen other presentations | have done. | have done
them from a risk manager’s point of view, because | am not
a speculator. | really do not have the psychology for it.

What |-have learned over those thirty years is that to
suéceed, one must do what other people are unwilling to
do. One must take risks, but with proper planning, risks
can be minimised. | used to be a Navy diver. | was taught
to plan your dive and dive your plan.

After | teft the Navy, | joined a Japanese trading house,
where [ sold wool forward, knowing that if prices rose, |
could cover my company’s risk in the futures market. 1 had
a plan to tell me when to cover that risk. That plan helped
that trading company become the world’s fargest greasy
wool trader. One partof the plan was a combination of two
moving averages: a fast moving average crosses through

a slower moving average to give an unequivocal buy or sell
signal. '

Later, | was a futures broker with Jackson Securities for
- close to ten vears. As abroker, | discovered the difference
between hedgers and speculators.

Hedgers like moving averages, because the unequivocal
signals allow them to hedge when they are at risk, but
reward them taking planned risks with profits when the
market moved in their favour. Speculators, on the other

hand, generally found moving averages boring. inparticular,

the dealers on my desk. They wanted to be in and out of

the market quickly, using shart term indicators and the
latest rumours. :

Most speculators lose money in futures markets because
they crave excitement. They are often unwilling to accept
the discipline that trading systems impose. - However,
disciplined trading can be exciting. Given & bull market, it
is a ride on a young stallion. By the time the market has
reached its peak, that ride tends to be that of a tired old

'SELECTING THE BEST MARKETS TO TRADE
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gelding. Chart 1 shows the short sterling, sterling three
months.

. The rise has been since 1990 and | can tell you that, withir
the next three moriths, there is going to be quite arise ir
interest rates in Great Britain. That market is a tired olt
gelding at the moment.

Then the market turns into an exciting bear market. Wi
definitely need a young stallion to ride the bear market, like
the man from snowy tiver:

He sent the flint stones flying, but the pony kept his feet
It cleared the fallen timber in his stride.

‘The man from é.nowy river never shifted in his seat,

It was grand to see that mountain horseman ride.

Through stringy barks and saplings, on rough and ‘brok_e
ground, '

Down the hillside at a racing pace he went.

He never drew the bridle till he landed safe and sound

At the bottom of that terrible descent.
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. Refer now to Chart 2, which shows the US dollar against
the Japanese yen.
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Are we at the bottom of the terrible descent?

One thing that | have learned is that bear markets can quite
often be much more exciting than bull markets.

Later, in the foreign exchange bull and bear markets, |
found that corporate treasurers were not all that interested
in the technical analysis that was behind the
recommendations. They did not want to know whether it
was the fifth wave, the fourth wave or whatever. They
wanted buy or sell signals on which they could rely.

So, 1 spent most of the 1980°s, apart from earning some
money, developing a black box computer system, based
on moving averages, which gives unequivocal buy or sell

. signals. No analysis, just the signals., Some of you saw
the system demonstrated last year.

When [ tried to market this proven system, | found that
speculatofs had taken over the treasury dealing rooms
from the prudent corporate treasurers. The majority of
yvoungdealers, more interested in excitement and obsessed
with the latest electronic wizardry, were not interested in
the boring hedging systems which, no matter how
successful, might only trade ten times a year.

During the development period of this hedging system, |
was advising a number of corporate clients without large

treasuries. - The chairman of one of these 'companies
retained me personally for international investment advice.
While developing an investment program for him, | realised
that hedgers basically had no choice in markets. They are
stuck in whatever market they are in. However, liquid
investors can choose the most attractive markets and then
manage the risk. The world is their oyster.

To follow my investment philosophy of being in the
strongest market in the strongest currency, | needed a
method to compare diverse markets, such as German
bonds with Japanese stocks. The key to this method was
a task on CompuTrac, which we called FIRM ROC. ROC
stands for rate of change. This routine calculates the rate
of change of today’s price to the price fifty five days ago
and expresses it roughly in an annualised form,

Example:
Ago b5 1534.8
Today 1704.1
Diff “-1;;1; N
FIRM ROC = Diff 36500
AQD 55 g 91 -
= 44.2%

So, when | did the calculation shown in the above
example, the Australian All Ordinaries Index was 1704.1
points. Fifty five days ago, it was 1534.8 points. The

~ difference in price was 169.3 points. Thatdifference, over

the price 55 days ago, multiplied by 36500 divided by 91,
came to 44.2% That is my rate of change figure,

Now, it is not exactly an annualised figure. If | did it
properly on an annualised basis, we would have to muitiply
by 26100 divided by 77:

Diff 26100
ROC = x =
AGO 55 7

37.4%

However, | kept it on a quarterly basis and,as a momentum
indicator, it worked okay for me.

{ believe that momentum is very important 10 a market.
Imagine a train which has been travelling fast, then has the
engine switched off. If you are far away, you don’t know
that it has the engine switched off. The train continues to
move forward, but is slowing imperceptibly, second by
second. If we are able to measure the speed, we will see
that its rate of change, that is the distance covered from .
second to second;.was slowing. We are able to forecast
that the.train will stop, unless the engine restarted. Of
course, if it is going up a steep slope, it will fall back. In
fact, the rate of change could even tell us when the engine
was restarted, even though the price itself, when you are
looking at it, may not even change at all.
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URRENG | JPY 46% (HEDGED) - N2D.28%
INVESTMENT MEDIUMS
INSTRUMENT | %. PORTFOLIO AMOUNT INVESTHENT ENTERED | CURRENT VALUE
DATE PRICE
l .
MONEY MKT NzD 28%  |NzD 11,250,192|April 13, 1993 6.75% UsD 6,077,354
JAPAN STOCKS JPY 46% JPY638,835,825|February 5, 1993| 17333 .USp 6,737,826
1992/93 REALISED ACCUMULATED INVESTMENT (GAINS/LOSSES) & 751,164
(DOES NOT INCLUDE BOND INTEREST, STOCK DIVIDENDS)
1992/93 REALISED ACCUMULATED HEDGES (GAINS/LOSSES) .. § 354,751
TOTAL PORTFOLIO VALUATION USD ‘ --$12,815,180
VALUATION PLUS (LESS) NON ALLOCATED HEDGE L ‘ . - $12,815,180
AIN 1992/93 + 28.15%
© {286 days) - x 35.93% per annum
. ‘ RART TREND ROC_
TOP INDEX PERFORMERS 1. JAPAN STOCKS +122 LONG 86% U +142.7% U
: - 2. AUST STOCKS + 46 LONG 69% - + 66.6% U
3. UK BONDS + 31 LONG 76%.- -+ 41,8% U
§. JAPAN CASH + 28" LONG 78% D+ 36.2% D
5. NZ BONDS + 25 LONG 69% U + 36.3% U
Chart 3 : . TED SPREAD - LONG 56% - =~ 61.7% D
X GOLD . +5 LONG 63% D + 7.7%D
'BORROWING CURRENCJES ‘ - : Lo
(USD BASED BORROWER) 1. uUsp g - SHORT ' ?% - + 0.85% -
. 2. CHF s 1 LONG  75% D + 0.86% U

cJorex interest risk management pty limited
: Financial Risk Consultants
ACN. 003 161 580 RO. Box 412, Manly, NSW, 2095  Phone (02) 949 3744 Fax (02) 949 3640

YRM_SYSTEM - LIQUID.ASSETS INVESTMENT FiECOMMENDJ\ IONS (FLAIR)
Tuesday April 13, 1993

SUMMARY

MMENT: We have a hair trigger stop on Japanese stocks and are looking to
switch from the Kiwi to sterling.
PORTEQLIQ US$10Q MILLION
1
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-Chart 3 is an example of my investment program. - There
is a lot of information there that you do not need to worry
about now. This shows where the portfolio is at the
moment, basically in stocks and New Zealand dollar cash.
Towards the bottom of the page, you will see the rate of
change (ROC) under Top Index Performers. Because [ am
comparing every particular market with itself, | am getting
a figure that | can then compare with another market. So,
my ROC figure for Japanese stocks is basically way ahead
at 142.7%. Australian stocks were the next best at
66.6%, followed by UK bonds at 41.8%. This is one of
the key areas that | use to judge my investment markets.

Using a FIRM ROC in my market calculations, |1 can
compare the momentum of markets to see which markets
have strong engines running and which are slowing: One
market with 2 moderately high FIRM ROC and rising, has

more potential than one which has a negative FIRM ROC .

and falling.

Another way of looking at it and to compare a couple of
markets is demonstrated on Chart 4.
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The top chart is a histogram, covering the same period of
time, of the FIRM ROC for the All Ordinaries index and the
10 year bonds. At the startof the chart, the 10 year bonds
were preferable to the All Ordinaries. Then the All
Ordinaries took over. A little later, the 10 year bonds
became preferable again, followed by a good bear run on
the bonds. The lower chart shows the price movement for
the two instruments,

The combination of the ROC and the moving average
system has allowed me to give fairly good investment
recommendations. The system has returned in excess of
20% per annum since 1986/87 on a non-accumulative
basis. Itis currently about 30% up..

‘However, | wanted a system that further reduced the

number of choices. 1t was around about this time, that |
discovered the difference between policy, strategy and
tactics, as espoused by a BOOBC Chinese general in his
book The Art of War. His name was Sun Tzu.

Sun Tzu's philosophy was that policy was the overriding
consideration, established by the rulers. Strategies had to

-be formulated by the generals, to conform with policy,

according to the prevailing forces. Tactics were the
implementation of strategies, based. on the immediate
fluctuation of factions. My interpretation of strategies

made me place a lot more attention on the longer term
cycles.

This is just an illustration It comes out. of a book called
Business Cycles published in the 1930's by Joseph
Schumpeter, an economist that you may have studied at
University. This is in actual fact a representation of the
Kondratieff cycle, but it doesn’t really matter. It is the
concept of various cycles which | wish to demonstrate.

In Chart 5, curve 1 shows this sixty year Kondratieff cycle.
Curve 2 shows the intermediate nine year cycle, which is
in fact a representation of the Juglar cycle. Curve 3 shows
a representation of the Kitchin cycle, which is about 40
months, otherwise known as the business cycle. Curve 4
is those three put together.

Now, | started to look at cycles, | suppose, when | came
across Schumpeter in the early 1970's. | became quite an
addict on Kondratieff, so that'| think { picked the first
depression somewhere about 1975, It didn't quite occur,
but the main thing it pointed out to me was that | had to

pay much more attention to weekly and monthly data, than
what | had done before.

The lower curve on the above chartis another representation
that we can draw of the overall movementand you can see
that the overall trend is a curve that is influenced by the
major cycle.

Asked from the audience where Will thought we were now
on the long term cycle: | think we are getting somewhere
fairly close to the bottom. Whether we have another run
down, | am not quite sure. Obviously this representation
is fairly stylised, but we are getting pretty close to the
bottom. | think that we are going to move into a.visible
recovery in 1994, but we could have a few shocks before
hand. When | heard that Harry S. Dent Jr was out here
recently saying that we were in for the next boom, initially
| thought here was another real estate or stock broker, but
he is saying that the next boom is going to start around
1994/95, so on that, | probably tend to agree with him.
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Will was. then asked: ™A boom in what?", to which he
replied: The economic recovery will be visible and will start
to getunder way. | don‘t think we will see a boom actually
until the 2000’s, but it wili be 2 good recovery that will
start in the mid 1990's. Then we will probably have a
hiccup, followed by the start of a boom in the 2000’s.

Now, to interpret my ROC data, | have used the MACD.
Chart 6 shows the Nikkel Dow index..

At the top is the daily price movement. Below that, is the
MACD of the ROC data. You can see a buy signal,
confirmed when the two signals cross. You can see that,
although the ROC went up, we got a sideways movement,

whereas later, when the signals crossed, we got a long
upward movement,

! also plot the weekly ROC which you can see in the lower
section of the chart. | have settled, as a standard basis of
this particular system, that the ROC signal on a weekly
basis is now my primary signal. That tells me whether the
market is' going up or down. Then | have got to get
confitmation from my other indicators. ’

At A on the lower section of the chart above, was the
signal the market was going to move up. When that
crossed over, it said good, we are having a bull market in
the Nikkei at that particular time.

Will-was then asked several guestions from the audience
around the period he used for the ROC, to which he replied:
| use a 55 day period all the time. To get the weekly, it is
just sort of running to a weekly high iow. 1t is using that
same 55 days, but then compressed into weekly data. On
my daily work, because [ can’only do one price per day,
open, high, low and close is the same. But by compressing
that data over a week, [ have got a high and a low. [also
do that for a month. Thus the weekly is still done on 55
days, but lets say that | had 50 today, 30 tomorrow, 2C

. the next day etc, for the week, | will have a high, low of

say 50 and zero.

I use 55 days because it was a rule of thumb when | first
thought it up. 55 days was as far out as | was prepared
to go. | became a bit of a Fibonacci freak, | suppose,
somewhere in the last fifteen years and so | tend to look
for Fibonacci numbers. 55 days was as far back as | was
prepared to go in looking at my data. | really was not

interested in anything that happened past 5% days.

Now, | found that sometimes, when the ROC signals
stopped, the prices continued to rise. So, | needed some
confirmation. The moving average system is always a
lagging indicator, so | needed something a bit faster, |
chose the MACD on price. |initially looked at dwergence.

. which | still examine in passmg, but now basically as a

mental flag.
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| found that MACD peaks and troughs were cyclical,
particularly on weekly and monthly charts. The peaks and
troughs were later confirmed by the signal crossover, but
I basically tabulated when the markets peaked and troughed.

I also estimated the average cycle length, using my own -
method, which would horrify Jake Bernstien and any
statisticians or people who went to university and learned _ :

statistics.

{ worked out, for instance, that the cycles | looked at on
the MACD tend to form a pattern, but all of a sudden we
get little blips when we shouldn’t have a cycle. |theorised
that we don’t go in a full cycle all the time. We have half
cycles and quarter cycles. Probably, if | wanted to go into
the Fibonacci, | might even want to change that, but just
as arule of thumb, | take a cycle as either a full cycle, a half
cycle, a quarter cycle or a double cycle. | use that to get
my average.

Now refer to Chart 7. In the upper chart, we have the All

. Ordinaries index. We look where the cyclical tops have

occurred, at different levels, Taking all those quarter
cycles, half cycles into account, | came up with an average
cycle length of 20.7 weeks.

in the lower chart, we see the bank bi!is, which is even

morecyclical. It definitely follows a good cyclical pattern.
Taking the full cycles, double cycles and quarter cycles, it
gives me an average cycle length of 21.5 weeks.

Is there some similarity? Have we got interest rates with
the same cycle as the stock market? Possibly. | leave that
to the economists. | just tabulate the MACD cycles.

The last indicator that | use in market measurement is the
moving average signal itself. | use my own system, which
| have previously demonstrated here 1o some degree. It
optimises daily and can basically change the moving
average every day if it does not follow the same pattern.
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average is of short duration, there will be a lot of whipsaw
signals. If the av'erage_combination is of long duration, the
averages will be more smooth, but the time lag at the cross
over signal becomes unacceptable. Those ‘drawbacks of
moving averages have meant that trend followers haveiost
money 65 to 70% of the time, even though, in the long run,
the money made in Jong trends 30 to 35 % of the time made
_systems marginally profitable. ' ’

in the concept that  am demonstrating, the prime signal to
choose the market direction will be the rate of change,; the
FIRM ROC, calculation that | gave you earlier. So, we will
only buy when the FIRM ROC weekly signal indicates
upward momentum. We will only seli when the rate of
changeis falling. This eliminates a number of the whipsaws,
so that we can use a relatively short combination of mcwng
averages.

in the 197Q¢'s, | thought that the five and twenty day
combination would prove correct for cattle and interest
rates. | thought that was a pretiy good journgyman
combination for most markets. Since then, as | have
mentioned, | have become a Fibonacci freak and so it is
now five and twenty one days. | suggest that the model
that | am showing you will probably work if you go shorter,
because of the synergtstlc approach. You could go to the
three and thirteen combination.

Chart 8 shows a three and thirteen day combination on the
Nikkei Dow index. | actually drew the chart to indicate the

riumber of whipsaws that | thought would show, but in”

actual fact the whipsaws that it shows are very small. This
would not have been abad combination to trade the Nikkei
all on its own, because we have really only had whipsaws
on a couple of occasions. Generally, you would have made

July 1993

It optimises according to a formula | have got in there and [ RIREEY_STOCK TRDER B3 &/33 S RATEHALY 208 "g
also according to volatility. The software is not being : : : : : ]
marketed yet {butis available if anyone puts their hand up = Chart 8 ¥ i ’}2969@
to professionally market it}). So, you will have 1o use b 040
another signal. As many of you are already experienced : : : : : 4 :gg
technicians, who have your own favourite methods of : : v eyl 119000
entry and exit. So, maybe.you can adjust your indicator to - Y Trarasnraness’ (8.f l19cee
" put into this type of model. ' : oyl “Fof 1400
? ¥ & & o ofe 19202
| am going to continue the moving average scheme, (1306
bearing in mind that the averages that | will mention may e
-not be optimum for all markets. Which ever way it goes, 18402
it does not matter what system anyone shows you, and in - (i
particular any system that | show you, you should test it 1803
outyourself. Don't believe me, | am notto be trusted! So, : :;g
test out the system, put it together and then adapt the v V12400
concepts that | have related to your own ideas. : 17180

‘ ; by |
Moving average signals are the simplest action signals. A 16900
However, like most simple ideas, moving averages have i 16609
their drawbacks. Moving average signals are delayed. | i:::
They do not convey the amount of risk involved, : 16000
15900
The cross-over gives an unequivocal signal, but sometimes } ------ . i ; s+leenee 15500
the signal to advance is like that famous order by General e Foct | fov ] Vas [ dan ] Teh | Far  Jier gj 400

George Custer at the battle of Little Big Horn. If the moving

very small losses and fairly good prof‘ 1s. However, it does
not work like that on all markets. '

inanswertoa quest:on from the audience, Will commented:
Retracements are a different question. Another problem
with moving averages is that once yvou have had a big long
run, the market turns and your averages don‘t turn. .you
can see your profits dropping away day by day with you
asking where 10 get out. | will show you a different way

- of doing that as well later. Generally, | suggest that if you
use the three and thirteen day combination for the daily,
weekly and monthly in this particular concept, you will find
that you still come out okay.

Now, a quick recap so that | have not lost everyone.
Firstly, we produce a rate of change signal daily, weekly
and monthly as measured by the MACD. Secondly, we
produce a peak or a trough signal from the MACD on price,
again daily, weekly and monthly. Thirdly, we produce a

. moving average buy or sell signal according to our three
and thirteen day combination, daily, weekly and monthly,
Now | tabulate these signals as shown in Chart 9.

| weight their importance and that is prebsably the key.

These weightings are rule of thumb. as you can see, they
are deﬁmte\y oriented to the weekly data. Thatis because
i am a slow trader, bearing in mind that | am a risk manager
and | have done most of my work looking at the hedging
side. [ have notreallylooked at the speculative side. When
yau have a look at it and you start plaving araund with it

yvourself, you might find different welghtungs work better
for you.

The other thing is that the weightihgé all add up to 20,
which makes the calculation fairly easy for you.
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FIRM SIGNALS - | MACD SIGNALS = |MOMENTUM . |CYCLE
MA - :
RKET ™5 W M D W M D W | M W M ;/5
WEIGHT | 2 4 2 1 3 1 1 4 2 LONG
100%
SFE3YR | B B B T T T B B B '
BND . 7/4 | 23/2|26/2 | 6/4 | 15/1|61/93|28/1|24/2 | 13/4|13/15 | 2/14
Chart 9
FIRM SIGNALS MACD SIGNALS MOMENTUM CYCLE
MARKET ™3 W | M D W M D |w | M| w M 20/5
WEIGHT | 2 4 2 1 3 1 1 4 2 0.5 LONG
- - 76%
SFE3YR | B B B T T T B B B
BND 7/4 | 2372 | 26/2 | 6/4 | 15/1|61/93)28/1|24/2 1374 | 13/15| 2/14

Deduction = 11 x 0.5 x 13/15 = -4.767
Unadjusted Weighting 20 ’

- So after making these calculations, the bottom section of

Adjusted Weighting 20 - 4.767 = 15.23 .° 777

Percentage 15.23/20 = 76.2

in Chart 9, we have the SFE 3 year bonds as at Friday April
16 19923. We can see that the daily, weekly and monthly
moving average system is all bought. The daily, weekly

~and monthly on the MACD are all tops, so they are all
moving upwards. And the momentum ROC daily, weekly
and monthly are all bought. So, t have all bought signals,

-which would come to 100%. You calculate -that by first
iooking at the weekly momentum figure, which is my key
signat. That telis me whether the market is going up or
down. In this case it is long, so we calculate the
perceniage by adding all the weightings that are looking
for the bought or top side. In this case, they are a!I.
included, so they add to 20 out of 20, which is 100%.
one of these was a soid figure, | would be, say, 2 short ie
18 out of 20 which is 90%. =

Time degrades trends. The longer a trend goes, the more
itis going to run out of steam. You have no doubt learned
the same and | have heard discussions here that this is
what Gann bases his work an, time and price. |introduce
" this timing factor by using cycles. So, on the right hand
end of the above example, we have our weekly cycle,
which, for. 3 year bonds, [ have calculated at 15 weeks,
«Currently, we are .13 weeks into that 15 week cycle. -

What | do is to add up all the weekly figures, which comes
to 11 and multiply by a half, which is a rule of thumb figure
and multiply that by the cyclical element to get -4.767.
Now, the unadjusted weighting was 20. [ adjust that by
subtracting the 4.767, which now gives me a new
weighting of 15.23. This gives me a new percentage of
76.2%. In other words, because the trend is already 13
weeks old, it does not justify a 100% rating. It only
justifies a 76% rating. This has worked fairly importantly
to get me out of my moving average movement.

the above example is where we are at the moment. Thus
the system would be long in 3 year bonds with a 76%
weighting. If was 100% long, | would be saying that it has

* tremendous momentum. | always say to keep an eve on

the 76% and rising and on the 76% and falling. 76% and
rising, | am fairly confident. 1 always keep an eye on the
cyclical figure anyway. What we have here is 76% and
falling and we are geétting to the end of the cycle, which is
basically telling me that it is too dangerous to get into at
the moment, according to my psychology. So, | think we
will.see 3 vear bond peak somewhere.in the next month.
From memory, it looks |ike it is forming a triple top.

Thelast stepis to calculate the RARIL, which stands for Risk
Assessed Return Index. This is not one of my inventions,

I think | pinched this off BT. Bankers Trust rate a lot of their
investments. If someone puts a proposition up to make
some money, they have to give it a risk adjusted return
index to say that their risk adjusted return index was better
than someone in, say, the bond market who wants to do
something. So, this is just my idea of domg [t ftis s very
simple indicator: )

FIRM ROC x WEIGHT %
+12.7 x +76 %
= +10

POSITIVE x NEGATIVE = NEUTRAL
"RARI = +50.8 x -28 %
NEUTRAL

RARI

WE take my ROC figure, whlch | calculate every day, and
we mu!tlp[y it by the weighting percentage. The example
aboveisthe 3 year bond indicator at the moment. My ROC
is 12.7. | multiply it by 76%’, which gives me 10.

“The only other wrinkle comes in if the direction we are
going does not agree with the ROC direction, then we do
not have any RARI. The RARIl s neutral te a dash, a zero

10 ' -
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or a neutral figure. For example, my work on the SPi (SFE
Share Price index futures contract) at the moment has a
weekly momentum indicator that is short 28%. There is
no way that 1 am going shortin this market, but it is telling
me that it lacks momentum, it is not going anywhere.
However, the ROC is 4+ 50.8. So, 1 resolve that by saying
that a positive figure and a negative figure is a neutral and
therefore | am neutral on the SPI at the moment. | am
sitting on the sidelines.

The philosophy behind the whole concept of saying which
markets to be in, is that you have to be happy with being

-out of the market. 1 am probably happier outof the market -

than | am in it.

In answer 1o a question from the audience, Will went on
as follows:

This is what | am getting to. For me to consider entering

a market, | must have a weighted percentage above 65%
and l want a RARI above 10. Thatis why the 3 year bonds

is right on the borderline at present. It has a rating of 76%

and a RARI of 10. The main reason that | am out of it at
the moment is that it is close to the end of its cycle and
should run out of steam,

Now let us see how it works on a real market. Refer now

to to Chart 10. | have chosen sugar, because | have had
a good run in sugar.

system 1o tell me when to get in, My system gwes mea
* daily price at which to buy and a daily price at which to sell.
So, in this case, | am looking for the daily price at which
to buy. Using my system, the entry point was on Fehruary
16, when sugar was bought at .30 cent per pound.

| checked to see what would happen if we had used 3 and
13 day simple moving averages. Those moving averages
crossed on February 10, but only the most astute would
have taken a position on that day, because it actually
crossed at the end of the day. ! don’t know whether any
of you realise it, but there is a fairly simple formula, if you
‘are going to use simple moving average cross overs, to tell
you at what level the markets are going to cross on that
day, so that you can take action on that day, rather than
waiting for it to open on the following morning. 1 do not
have it with me, but if anyone wants it, they can write to
me. (PO Box 412 Manly NSW 2095)

So nof many people would have taken the signal. Apart

from that, the moving average cross over was only very

slight. Most people would have waited until the following

day. The following day the market was down and you

would have waited until the correction ran out of steam to

come back into the market. | believe that, if you had been

following the 3 and 13 day moving average system and

using a bit of common sense, you would have taken a

position hopefully on February 16, which in actual fact
worked out the same time as | took my posmon

RuDET G 12

' F{efer fiow to Chart 11. | will not go through
all the signals one by one, but | will mention

ﬁﬂ"'f Slevpts | Macp SevaLs HMerdfwiiToA i FAsH to you Dawn Bolton-Smith’s favourite, the
ey DIWIM O WM I DW]AMIV]|H A cluster. Since Dawn explained these clusters,
KECHT .2' _4- 2 f1=> |4 R EINEEE Yo 767 [ have been taking a fairlook atthem and they
MY S| T |7 [P1EBE|E 7|5 o “ll are a tremendous signal, particularly for a
SucAR, ,?7/[ I/;_; ~ | 82| Hlaleffm) Sfia |4l | 27 75 PR +5 séhort tefrm tra_der(.j You c_abnI do a routinfhon
Raiar R ompuTrac "and possibly some other
Aorost EnTlf  FiRef =816 ?30715 5/5&’ Z 7 programs to keep an eye out for these
‘ AME- _ , clusters. They give you good warning of an
W SR - ) explosive movement and | would say that
—— S §¢z| nine times out of ten they are’correct. They are definitely
correct for a couple of days, whether they are correct for
9.28 the long term varies. Here sugar had everything going for

8.9¢ it. We had a cluster just about at the breakout.
ggo| The other thing on Chart 11, at the bottom, is the weekly
sugar price and the weekly ROC. The weekly ROC shows
8.25] that we got a buy signal with the cross over well before we
SUcaR. RoC- | - gotin. The weekly ROC signal was sgying thatit was go_ing
Chart 10 / : to be bought sooner orlater. So, it gives you plenty of time
{.994 to getin. Itis very much an early warning signal. |just like
Pay . to have other signals confirm it before | get in. Note that
[ / > 1.372|  on the above chart, we have got nine different indicators.
- 7,699 if 1 showed you all of them, it would take too long. Just
1992 l 1993 "| take my word for it that they did all cross. You can trust

] Sep ™ &; - ; .l“b -14.8887 me on this one anyway!
v AR |4

This was the signal on February 12 1993. My weightings.
without adding them all up now, said long 76% and | had
a RARI of +23. Now | start to use my moving average

P

At this point Ivan Krastins asked from the audience:
“How do you adjust vour weekly chart for the roll-over
of these contracts?”, to which Will replied: | use a
perpstual contract. 1 collect data from CSlin Florida USA
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and luse their perpetual contract. Thatis the base contract
that | use ali the time. I follow around about 30 markets,
with the perpetual contracts giving me my weekly and
monthly work. When the signals are showing that it is

lemmings, or if you can't beat the lemmings, have style
{Will showed a cartoon here, which we do not have for
publication).

around about time to get into the ma_rkét, I then start _HAY 93 SUGAR c j]q
collecting whatever month that | am goingtogetinand | .53
might back date it for about six months. [ run my system :' P A
over that period, so that coming up into the buying or [ Chart 12 T ——— 12'14
selling, | am following both the perpetual and the actual [.: . LR i 11,75
contract month. Of course, you will only take action on  flwn.s e e W, B
that particular month. You will not take action on the s AT aS S y i 1136
perpetual. When t have finished the trade, | stop taking the st AR f o9
particular contract month and go back to just collecting the # e . B gt |l 1
perpetual. | have found that the CSI perpetual contract is s NSNS § ok X l}' 16.58
very good and it has given very good signals. It means you et S 1 N frfinn 18,28
do not have to keep worrying about changing over all the Do, renrirrecieesss lJf!n ot ko ,
time. : - DN o 3.8
= n -4 8.42
- . £5/93 . '
- Mo S ‘1808 BRL
KT '8.54
n N 568 25}
'\ 1 948 .
. . -Refer now to Chart 12. In the sugar example, the 3 and
5/13/34 3.1 13 day moving averages crossed on April 7 and the astute
: 9,03 trader would have been able to quit on that day, probably
_ = - o ) above the day’s low, which was 10.81 cents per pound.
L ] : g.eq If you did not get out on the same day, you would have
=5 R L 2 Dl ) been able to quit on the next couple of days. Bear in mind
[, ol \ : T 8881 thatwhenlam getting into a market | get in very slow. So,
q- . . LA i 'g4g| 1will be very cautious getting in. When t.am quitting,-and
‘ ' - it is time t0 get out, | don't hang around. If the market
s L 1 | K- " Fl + B.m

25,483

WEEKLY
PATTERN

-3.4911
-1 -m
-2.3%%

.]‘ | 1992 1993

M nljgtgf 1 L

MMMMMWMM&MMMMMMM

Now for the market exit. My trading phi!osophy, and this
is policy as | mentioned before, is t0 be slow to enter a
market and to be quick to exit. You try to beat the

reverses and is going to go back up again, there is plenty
of time, you will get a signal to get back in again, Aslsay,
" 1 am quite happy 1o be out of a market, particularly with a
profit. .

So, even if you just followed the moving average signals,
you should have been able to quit at 10.81 or better.

[ have set up some short term routines which try to fine
tune these on a daily basis. This is on CompuTrac. irun
this routine daily on each one of the commodities that |
follow. (Will demonstrated the routines on a CompuTrac
screen. Unfortunately the screens cannot be reproduced
here, but the reader should be able to pick up the gist of
them from the following text.)

Now, firstly, this is just a straight bar chart, but it is
programmed with Dawn’s favourite , except that | have
adjusted it slightly. 1use 5, 13 and 34 days. Dawn uses
5..15and 30 days. Dawn use straight harmonics and i am
using my version of Fibonacci harmonics. There is not a
great deal of difference, it will still show up one way or
__another. You can clearly see the cluster that developed
when sugar started to take off.

| do not wait for Dawn’s signal about getting out. She has
other theories about when the averages are equidistant,
but [ have not found enough time yet to program that.
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The second routine that | follow is-a check on the MACD.
On the top of the screen, is the daily MACD. This is just
the study that is produced automatically bt CompuTrac as
far as the MACD is concerned. You can see the peak and
the daily cross over. At the bottom is the weekly MACD,
which is just turning down.

Then | have another routine which gives me a check on the
rate of change. You can see that it does not look a whole
lot different to the MACD on price on this particular chart.
However, if we were to check the date, we would find the
peak on the rate of change occurred a few days earlier than
the peak on the MACD on price. The rate of change does
tend to be a leading indicator.

David Hunt queried from the audience whether this could
not be done on the SNAP spreadsheet (Tradeplan) rather
than on classic CompuTrac. Will advised that he had not
had time to learn that yet. | guess thatit could be done that
way, | don't know. | have been a CompuTtrac member

since 1983, so [ have tended to adjust my routines for
" CompuTrac, except that | use Wave Trader for when | am
trying to forecast. {| believe that everything Will is doing in’
CompuTrac can be done on a SNAP Tradeplan and would
probably run much faster. 1 have.set up Dawn’s favourite
on a Tradeplan and even set it up in Dawn’s favourite
colour scheme! It looks great. Colin Nicholson.)

In answer to another question from the audience, Will
responded: 1. do this every morning for every commodity.
| have already got my tabulations. So, 1 already know
whether | am looking to buy or sell. if | am not in the

market, | am probably really only looking for clusters, or .

some indications that things are about to change. If [ am
in the market, { am looking for indicators saying that the
market is very much overbought of oversold. So, rather
than wait for my normal moving average indicator, | should
be getting a little bit closer. That is what happened with
sugar. All these showed that  we had a very high
movement and all these started to top out.

The lastindicator is, to me, the key. | don"t know whether
it is available in Pro Trader or whatever, [ suppose it is. |
use a different RSlindicator. Most people use the standard
RSI (Welles Wilder), which is an exponential RSl. This was
something that was putinto CompuTrac maybe only a year
ago. ltis whatis known as a Cutler RSl and it is a simple
caleulation. It tends to drop out very sharp movements
very quickly, whereas the standard RS! tends to continue
a sharp movement for along period of time. The Cutler RS!
drops out these sharp movements, which means that you
can have some very sharp movements up and down in this
particular RSl. If you have CompuTrac, it is well worth
fhaving a look at, There is not much in the manual about
it, but | am only interested in the movements that take
place in the upper third and the lower third. This is a
combination, in my routine, of a 5 day and a 13 day
calculation. | am interested in it when both the 5 and the
13 day are up above the 75% level. That tells me the
marketis overbaought. (f they are lower than the 25% levet
it tells me that the market is oversold.

So, as far as sugar was concerned, it told me that the
market was very much overbought, which was also faicly
“apparent from the price chart, and it tells me that | should
be thinking about getting out. As a confirmation, below
that, | have the ADX. | think we have seen a couple of
presentations on ADX and ADXR. | know Dawn mentions
itjust about every time she steps up. | watch the ADX line.
As arule of thumb, if the ADX is going up, the market is
trending in whatever direction we are going in. 1t does not
necessarily have to be up, it can be sold and the ADX will
still go up. When it starts to flatten out, that tells you that
the market is starting to run out of steam So, it ﬂashes
‘a warning signal.

So, at this particular level here, for sugar, the ADX
flattened out and it was starting to move out of an
overbought position. That tells me not to wait for my
moving average signal. Otherwise, | might watch my
profits go drip, drip out the window. Saq, it tells me that
I should have a look at getting it to a different indicator.

In response to a question from the audience, Will indicated
that he uses 13 for the period in the ADX calculation, based
on Fibonacci considerations and compared to the -
CompuTrac default period of 14. Will continued: Bear in
mind that these are fine tuning signals. They are not meant
for taking action for the long term.

So. in the case of sugar, the flattening of the ADX and the
. imminent breakdown of the Cutler RSI, led me to look for
a chart stop.

DALY . SHOAR Bi{
3% =
3.5 Chart 13
2.7
2.5 & l
s L ff LH
A 11.2% l
8.7 “f
19.25 /Ml
8.75" ST
1198
.3
35 %ié Hewine }-33
8.75 ’
P IS T D T S ll!ll_llli
168ar93 17%apd3 Z4Mar93 3iMar93 B7Apr3 164pr93

A chart stop is fairly simple. | am basically looking for the

~ market to break down. In Chart 13, you can see that we
‘were retesting the previous top, and it started to break
-down, Ifthat is basically a double top, | am looking for the
price to break through the neckiine. So, [ put a chart stop
in at 11.38 cents per pound. This would have been
triggered at 11.38 on the opening of April 7 and you would )
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have been able 10 get out on that particular basis. As it CBPASD .
turned out, my system kicked in, good little system thatit |y 1.9488
is, and gave me a stop at 11.58, which was entered on
April 5 and executed on April 6. So, | did a little better than 1.8863

the profit and loss that | am about to show you:

S0LD Feb 24 -
1.4476 l

1.6725
1.5387
Feb 16 Bought 9.30 [ BOT Mar 12 1.4330 | L1458
Apr 7 Sold 10.81 ROC 2 558
Profit 1.51 cents per pound n M <531
Deposit  750.00 per contract [ T4l 3.1
Profit 1.691.20 , - ~18.6266
Retail Broker 80.00 ' y — . - " - -18,2844
e Oct Koy Beg Jan Feb
Net Profit  $1,611.20
. . Chart 14
No margin drawdown
Profit/Drawdown = 214.8% . IHN- CBPAUSDA3/T3 .
. ' : = " b 1.8
Period 50 Days - RST ﬂ
: i [L 75.88
: " iR
This is just as anindicator. Thisis the worst case scenario  §
¥ . . 1 E.EB
that | reckon you would have got into, if you had followed | V VRSO
that model. Profit was 1.51 cents per pound,:which works | VE&E&
out to a net profit on the extortionate commission of [
$1,611.20. When you are making that sort of money, you . ADX : ] w8
do not worry about commission, - 3 4]
There was no margin drawdown, because at no time were ; 4B
we ever in a loss position, So, the profit to drawdown |, -
works out at 214.8% and you were in the r ] L
position for 50 days.: So, it was a pretty : oo 1 A L B A
MM s "
good trade. corruso | 172 |2erz| ag2 l12sz Jaors Joopez] 1y2-|vire | © j‘g SoRT 18w
' HAR 455814867 | 14B16[ 1411815224 19875 1453014152 i5] 21{RART =33
Now, just to show that it was not a fluke, |

will show you another one that was notquite so successful.

Chart 14 shows the British pound. Thisis again where the
Cutler R8I comes into it fairly much. We got a signal 10 selt
on February 12. It is a bit difficult to see it on this chart,
but the key point is the RSl on the lower chart. [t was very
much in the oversold area. So, the signals that [ calculated,
the nine different indicators, and my moving average told
me to sell on February 12. However, the RS| was far too
oversold at that particular level, so | have got to wait
patiently. So, | waited patiently and we waited until the
rally had failed. That is fairly simple using different chart
signals. We ended up shorting iton February 24 at 144 .76.

Probably, in practice, if | had been watching it properly, 1

should not have shorted March anyway, | should have
shorted June. However, | shorted March and the market
did basically nothing. It bumped along the bottom until we
finally quit the day before the market was due to phase out

at 143.30. So, it was a trade that | consider a failure, but '

we still came out of it with a reasonable profit.

Another good result just recently is the Nikkei Dow ir'idex,
which is shown in Chart 15.

 have already shown you a few charts on the Nikkei. Here
is an example of getting in too late. | don’t mind getting
in too late. I never really want to pick tops ar bottoms. In
this particular case and as | showed you earlier in my
investment model, | jumped the gun and 1 put half the
portfolio into Japanese stocks on February 5, when the
Nikket was 17,333. 1did that basically on fundamentals.
My technical analysis was a bit wobbly and it could have
gone either way, but on fundamentals, as far as [ am
concerned, the Japanese government was going to ramp
the stockmarket up and the yen was going to go higher,
because they had to have the bank balance sheets at least
level with last year on March 31. That was my reason for
buying, so | actually jumped the gun.

But on the speculative system, the entry actually occurred
on March 26 at 18,877, which as you can see is about half
way up the move. | do not mind that it is half way up the
move as long as all my indicators are in there, because

14
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what thatis saying to me is that | am not getting in too late,
| am getting in at the middle of the move and | am quite
happy todo that. As a matter of fact, if you are Elliott Wave
traders, you will note that you will get your best profits
trading in the third wave as a general rule of thumb.

that futures generally give you a one to two days lead on
the physical index on most stockmarkets.

In answer to a question from David Hunt in the audience,
Wiltresponded: SIMEXis better for costs. The commission
it Osaka is astronomical. The Japanese government, in
their wisdom, figured out that stockmarkets go down
because futures markets go down. So, the way is to stop
people from trading futures markets and that will stop -
stockmarkets from going down. The way to do thatis to
put the commission rates up so high that no one can afford
it. Fortunately there is a marketin Singapore, which is now
the world’s biggest market on the Nikkei and there is now -
also a market in Chicago. So, it has not worked at all. It
is about time they put the commission down,

Asked from the audience how far he thought the Nikkei
was likely to go, Will replied: 1 think it has had it. 1t has
made my target. | believe there is another target there
when | see it start to go up again. | believe that this was
the last major correction and | beligve that we have got one
further major wave down and then we will star the major
bull run, which | am looking for in 1984.

You have got to trade the marketas itis. | use forecasting,
but 1 only forecast once a month and these days | hardly
forecast at all. The reason that | do that is that you read
too much into your own forecasting, particularly if you are
looking at it every day. But that is just my opinion. [ am
speaking to a lot of guys who look at their forecasts every
day. If you lookat the markets and assess them every day,
| believe there is a tendency to fall in love with your own
forecasts and you stop looking at the signals for reversals.
So, you fall into a bit of a trap. | mean, 1 havn’t got any

.discipline and that is why | have gone for the trading

system. If | had discipline, maybe | would get more into
the forecasting side of it, but{ only use forecasts for the
longer term. -| believe that the forecasts and the
fundamentals do come good in the longer term, but we are
speaking in monthly time frarmes rather than daily time
frames. You can‘t trade monthly time frames, you have

got to trade daily time frames, if you are going to make
money. '

| am
quite happy to trade the third wave. —
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lvan Krastins asked fromthe audience:

RART “On what do you base that, Will?",

«63

In this particular case, we are still long, but | put-a chart
stop on it which probably went off today at 19,300. I do
not know whether it went off today, but it would have

gone pretty close. | would have been stopped out at
. reasonahle profit. '

Note that my Nikkei examples are based on the spotindex
itself, mainly because 1 do not actually trade. If you do
want to trade the Mikkei, itis best traded on SIMEX. Lhave

looked atitand SIMEX futures generally give a signalabout .

one to two days earlier than my system running on the spot
index. As a matter of fact, as a rule of thumb, you will find

to which Will replied: Unless you have
great faith and a long pocket, | believe that you have got
to marshall your forces well. ‘1 -am talking about trading a
number of markets. Unless you are an insurance company
and are prepared to sit out any major run, | think you will
lose money because you are going to have to quit at some
stage. | look at my weekly charts all the time, but you
should not be taking your action on weekly charts. You
have got to take your action on a daily signal. Thatis my
point of view. I focus much of my attention on weekly
charts, that is my welghtmg '

Every week, | put out a form somethmg like Chart 16 on
the following page. : : .

15
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FO. Box 412, Manly, N5W, 2095

Financigl Risk Consultants

SFE AND INTEREST RATES FUTURES

LATIVE HINT
Tuesday Aapril 13, \993

Phone (02) 949 3744 Fax (02) 949 3640
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There is too much data for you to worry about now, but
that is all interest rate markets at that point in time. If you
examine it, the only one that | would actually be interested
in is the bank bills and even that is a bit wobbly. Itis over.

bought, so | have not taken any action on it.
all the markets on a weekly basis and then | correct it on

a daily basis according to my routines and just pencil them
in using red ink and 1 do any changes in the calculations

accordingly.

The lower section is just a2 couple of fiddly bits that | come
up with and | am still playing with, but it gives me an index.
| am actually rating each market according to the tick
move. | am trying to always be in the market. if | have got
six markets to play with and ! do not have enough money
to play in six markets, | am going to be in the market that

[ do that for. dollars..

gives the most potential.

| am trying to seek out on there
this value index or gearing that { have put down there. It
is gearing according to the deposit, the tick value and, if
necessary, the exchange rate.. They show value in US

So, forinstance, the LIFFE 3 Months’ gearing is 4.14. The
TED Spread is probably the best of the whole bunch. itis

probably too much to go into right now. | might do a whole

talk on the TED Spread one of these months. However, for
the moment, if we look at the LIFFE 3MO, that is the best.
lts tick value is 12,50 pounds, but the deposit is only
450.00 pounds The way | have calculated, itis over twice
the value of a bank bill contract However, | am stil playing
around with it and [ have not really brought it into the
calculations | have mentioned in this demonstration.
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clients then?” Will responded: No, { don‘t. market to
anyone. Up until March 31, 1 used to send a daily fax out
to tell my hedge clients what to do. 1 now have only one
client who could not get his act together by March 31 and
[ have him for another month. So, at the moment | don’t’
have any clients at all. | speculate occasionally, when |
have the time and | am doing a fair amount of work at the
moment for the Sydney Futures Exchange trying to get
commodity contracts going.

Comment made by Will in answer to questions from the .
! was -

audience:- I am very much in favour of computers.

a computer illiterate, 1 suppose, about ten years ago and
now | could not operate without one.

CONCLUSION

This system takes me about two hours a day to follow
thirty markets closely and as well, ifollow some notallthat

closely. It may not suit everyone, but it suits my
personality. .

Maybe some of you surf. At least all of you have watched
the board riders from the beach. The youngsters, called
grommets in surf speak, chase around looking for short
rides, using up energy and generally having a good time.

. Themore experienced riders, called wrinklies if they are my

age, tend to catch fewer waves, but enjoy longer waves
by using their knowledge of sea-conditions.
leaving day trading to the market grommets, because i do
not have the personality or the financial energy to be s0
active. | have developed this method of trading, which
allows me to pick good long waves.

I have shown you the bare bones of my system.
there is enough there for you to use as a model straight

away. Certainly, if you have got CompuTrac, you could -

use it tomorrow. There are enough variables, that those
of you who want to spend the time and effort will develop
a system probably far superlor to the one 1 have shown

You.

As | said at the beginning, successful people do what other
people are unwilling to do. There is a fair amount of work
in that, but if you do spend.the time and effort that a lot
of other people are not willing to do, | will guarantee that
you will be successful and you might even say save the
lemmings. Super Lemming! (Will showed a cartoon here,
which is not available for. publication)

WILL HAS SUPPLIED THE FOLLOWING PbSTSCRIPT TO

- HIS PRESENTATION. THE POSTSCRIPT IS DATED MAY

ClibPD

25 1993.

When | gave the presentation, the system was:

Long Jun IMM JPY/USD  86.00 100%
Short Jul15 LME Copper L1419.0 100%
Short Jun26-LME Aluminium - L1163.9

100%

" Wheat

1 believe in

| think"

As well, I was looking to:
Buy July Silver {on stop 3.289) 90%
Seli  July Wheat {on stop 301-7} 100%

The results {per contra;ct] were:
JPY/USD Net profit $US 4,395
Net profit'L 6,607.50
Aluminium Net profit L 105.75% 10.86% deposit
Net profit $US 1,270 108.19% deposit
Net profit $US 381.25 22.74% deposit

' 206.82% deposit

Copper 440.5% depbsit

Silver

Overall therehave been 15 completed trades since February
1993 for 10 wins and 5 losses, The average net win per
contractwas $US 2,438 and the average netloss was $US
709. | hope that my presentation will allow ATAA
members to formulate their own systems with similar
success. I mentioned to the Melbourne branch that 1 would
be prepared to runa one day workshop at around $500 per
tiead for a minimum of ten starters. | would be prepared
to run a similar workshop in Sydney if there is sufficient
interest. | will not have time unti! December/January, but
| would be interested to discover the degree of interest.

WILL SLATYER IS MANAGING DIRECTOR OF FOREX
INTEREST RISK MANAGEMENT PTY LIMITED PO BOX
412 MANLY NSW 2095. TELEPHONE {02) 949 3744
FAX {02) 949 3640.

MONTHLY MEETINGS

In Sydney
Time: 5.30 for 6.00 pm l

Day: Third Monday of each month Feb. to Nov.
Place:Jean Garling.Room ,

" Level 1, State Library of NSW
Macquarie Street
Info: Charles Balas (02} 522 5220

In Metbourne ~
~Time: 6.00 for 6.30 pm

Day Third Wednesday of each month
Place:Level 27,

367 Colllms Street
Info: Paul Simmons (03} 593 1434
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| DAVID BOWDEN |

‘David Bowden addressed the March 1993 Sydney meeting
of the ATAA. The following report of his presentatmn and
its charts have been prepared by DW Hunt.”

David Bowden presented what he called a simple
presentation with a broad range focusing on making long
term forecasts and using short term charts to enter the
market.

Analyst. He does not relate his success in Teaching &
Trading to TA, but rather his success comes from the
broad spectrum that is ‘“Trading’.

David feels that he can help people move from being a
short term trader to a long term trader. While he accepts
that being a TA has its pressures eg not being able to
publish negative reports on companies, he understands
more the pressure of trading from doing it and so is better
placed to help traders. He has moved from ‘looking for the
smaller little licks’ of the market to ‘going for the Iong runs’
- what he feels is ‘Professional Trading’. -

The theme of David’s talk was to show how he uses long
term charts to keep him in the market, and keep him

5)

profitable. He then uses short term charts to get himon ’

or off of a trade.

Trading Tune Up

David outlined the skills - alot of them psychological- that
he believes you need to have to do well out of trading.

1)  a. Ability to Formulate Goals & Objectives
b. Ability to Create Short Term Strategies
c. Ability to Create Long Term Strategies
d. Ability to follow through on goals & objectives
e. Ability to bring things into being = CREATIVITY

2} a. Decision making -> pulling the trigger
b. Acting decisively after making a decision
c. Ability to act in paper trading
d. Ability to actin a ﬁréssure cooker
" e. Ability to think out of a box”
3) a. Patience
b, Per3|stence.
c. Ability to control greed.:

If you don"t have this ability you'll always be locking
for that extra eighth of a point and that could cost
you a lot of money.

d. Ability to concentrate

6)
7

. 4)
David sees. himself as a Trader rather than.a Technical.:

e. Ability to apply discipline

f. Ability to work in Isolation - his personal preference.
He had to move from the Gold Coast 1o get away
from the crowd of traders coming to his house
asking for 1ips. He found that the greater the number
of visitors the worse his profits. David accepts that
situation as his creation & found he increased

profitability when he moved away to Buderim.

David needs to be able to work in isclation.
a. Ability to ask questions

b. Ability to take advice

¢. Ability to accept constructive criticism
. Ability to learn by the mistakes of others

o o

. Ability to Iearn by your own. mistakes
. Ability to follow a trading plan

. Ability to stay with a winning position
. Ability to exit a losing position

a 06 O o

. Ability to place stops.

David stressed that we are not born with and do not
start off with these skills. They are acquired skills,

“much like a taste for avocados and oysters”, you
need to develop the skills and work to maintain
them.

e. Ability to complete a ‘relevant forecast’

A relevant forecast is one that is of value in the
market over time. “You do have to be a forecasting
genius to make money out of the market. A good
forecaster should make some money some of the
time. A good trader will make a little bit of money
all of the time.”

f. Abi[ity to reverse positions in the market.

Because your forecasts may be wrong from time to
time you need to autqméticaily reverse the position
or automatically be out of the market the market.
The exit should be automatic because your ego may
be so bruised. that you may riot be in a fit state to
jump out yourself,

Ability to manage money

Ability to turn off from the market after tréding
hours.

This lets you go for the big hits as you can see the
forest for the trees. Don’t over do the markets you
trade or analyse. Working as a TA has its drawbacks
if you are being forced to analyse too many markets
24 Hours aday - ‘you are in a ton of trouble’. Before
David takes a trade he has to work everything out
just right or he's as lost as anyone else. .

David said Ed Seykota has justlost his third marriage.

“He thinks that this is too high a pri_ce 1o pay.

- wwwyfastio.com
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David feels that with his lifestyle and his trading {and

where he lives) that he's died and gone to heaven,
He loves it!

8) Ability to prioritise

David asked us to list b, of what we saw as, the most
important qualities. We then rated them in order of
importance. We were then asked to rate ourselves from
1 to 10 as to where we were now with regard to the most
important quality. We then rated the next most important
quality.

' He then asked the following questions of us:

1. What skills are you short on?
2. What are you going to do about them?

You can only work on 3 of these at any time. Its no good
" thinking that you‘ll do alittle bit here & a little bit there. You
should work on the one that you rate the highest and are
most lacking for a month. Then re-rate yourself at the end
of the month. [f you rank yourself a 2 now you want to
pet yourself to a 7. Work on the next one for a month and
then the last one for a month. You can set your own
schedule but make up a timetable to do this.

David feels you make your own decisions and have to face
your own challenges and vou must help yourself David
doesn‘t hold peoples’ hands.

Indicators -~ ‘Servants’

David’s happy with Gann. If Elliott works for you, that's
fine. DO NOT IGNORE FUNDAMENTALS - They'll come

back and hit you in the back of the neck - it's all part of the-

relevant forecast. David doesn’t mind Indicators. Review
your Indicators and see if they work over a period of time.
Work out how many trades you' ve done over the past few
vears and see how often that Indicator has helped. “A
‘decent’ indicator will have an affect on 70% of your
winning trades. If an indicator doesn’t work for you throw
it out, or learn more about the Indicator.”

Basics

Study {“and model” DW Hunt} the top traders of the past
and today.

Create a trading plan that is so good-that it would be

accepted by a funds manager or a future empioyer or even .

a bank manager that you would borrow money from.

You have to seek out and test innovative ideas and "

concepts. Then you have to out implement - out work -
people that use those ideas and concepts. David had to do
.this by out working the experts in Gann. You should create
a trading plan that is s0 good that it would be accepted by
a funds manager or a future employer or even a bank

manager that you would borrow money from. 80% of
traders lose money.

David feels that people wanting to trade to get away from
working for a boss are tackling trading the wrong way.
People trading for a boss are usually ordered to have stops
and have a trading plan. ‘But the minute they go off
trading they take their head off and they puta pumpkinon.’
Stops, trading plan etc go out the window.’

David borrowed a little bit of seed capital and started

- trading and did well, not losing more than he had made. But

was very close to calling it quits as he was going close to
bankruptcy for tax reasons, from his real estate business,
and was running an overdraft with his broker, Then he
took 6 months out of the market and developed his plan -
'got my act together’. He later borrowed $30,000 from
a friend and he took off from there and never looked back.
He believes his track record and trading plan are so good
now that 90% of the bank's in Australia would lend him
money to trade. How he knows he could get the money
from the bank, is because he doesnt need it, his courses
and videos etc can support ham.

David feels that to succeed you must have a precise,
written trading plan - don’t just think you have a trading

. plan. The trading plan has to be you because that's the
‘way you'll have 1o trade. If you have a good plan you've

got a better chance than tossing a com or throwmg a dart.

He beheves you must focus on a purpose and stick to it.
THE TECHNICALS
a. The Seasons of a Trade

The Seasons of a Tradc'
360 d (100%) & 0 d O%)

WINTER SPRING
200 d (15% 5 @5%) |
AUTUMN | SUMMER |
A0 d @R 120 d ©3%)
TR d (0%

The plan you are developing has to give vou consistently
about 80% of the major runs over § years. You'll hear the
story that history repeats, history repeats. WD Gann went
on and on in his books about prices and old ranges to show
you that history repeats. Look back through the price
history of the market to see whether your trading plan gets
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you in on the Spring time of the trade ie the first 25% of
the range up of bull markets and first 25% of the range of
bear markets. Youlook at the old ranges and see whether
your indicators, swing charts, whatever, are getting youin
the spring of the Trade. If you are going to get on a Bull
get on a young Bull. If you are not getting in early enough
sharpen up your entry mechanism.

Look at the whole thing as the seasons of the trend. Logk
atthe 180 degrees or one half of the last trend - Gann’s old
50% rule - its most likely to tun the market around at the
end of summer. You must look at time and some type of

. gycle,.relate.to.the.seasons of the year or-360.degrees. -..

The plan you have has to have you in for at least 50% of
that cycle.

Tonight David used the Nikkei Dow to demonstrate Price

and Eurodollar futures to demonstrate time. We were the -

guinea pigs for a talk he was to give at SIMEX in Singapore
the foliowing Wednesday.

From the audience he was asked which markets he
follows. He replied that he follows a soft commodity eg
May Soybeans, December Wheat or Cotton, the All Ords
or 5 & P 500, and a currency usually the Swiss Franc on
the IMM. He only looks for 8 trades in a year from each
market - 4 up 4 down.

He looks at the yearly ranges. He feels that there is no need
to trade the 'screaming tops and bottoms®. If you are.not
" going well David recommends not even thinking abaut .
trying to pick tops and bottoms. [n fact if you are doing
well he feels you are not trying 1o catch them. His longest
.cycleis one year. . .. -

b. How Bowden Looks at a Bull or Bear
Market
David looks for 8 trades a year on the contracts he trades

- 4 up and 4 down. His average time in a trade is 3 to 4
weeks.

Projections of the Range A-B
From C '

In his trading system he takes the old range from Low (A)
to High (B} and then works cut the 50% level of that range
and locks to set up a trade at a point like C on the
retracement. He then projects the range A-B from point C.
The projections he uses are 100%, 150% & 200%.

When the market reaches these levels he thinks about
‘taking profits. the system is basically a trend following -
system where if you are ‘going long the high needs to be
above the swing top. If you are new to trading David
recommends following trends as the best way to go.

THE NIKKEI'DOW - PRICE
If you are sole trader and your calculations aren 't simple
you not going to be ableto make them, according to David.

You have to know how often they work by testing over 5
years.

David admits to being on addicted or hooked on trading
stock indexes. He can only trade either the SPI or the S&F
at any one time, because of their similarities. In 1992 he
was hooked on all markets going up, but the SP! did not,
so he was tumned around a bit in 1992. The following is
some of whathelearnt from researching markets that were
out of sync prevnously

The major top of the Nikkei Dow was in late 1989 close to
40,000 up from the low at 15,800 in 1986. He has found
that when one countries' stock index market runs out of’
cycle with other countries stock index markets it has more
violence. Most countries stock indexes will generally
move in the same direction. The 1987 low was no big low
on the Nikkei, Therefore, it was out of sync with the rest
-of the world and could be expected to be more violent.

HI 24Jund3 03:03 Technical Analysis 3.00
HIX] HiLoCl Bar (Ueekly) ) :

e emsasir e n

T T

*
.
LT
e
pooder

if he was doing a long term forecast, he would keep &t
simple enough to mark up 25% sections ie 25%, 50%,
75% of the ranges marked on a weekly chart. David may
write 4 or b other percentages on a card. On the Nikkeithe
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mid point, or 50% retracement of the range, from the 1986
iowat 15,800 and the 1987 top at 40,000 was at 28,075.
Basically, the market fell to this leve! and stopped and
turned around and did another 50% retracement back up,
and then moved down {see weekly graph on previous
page}. He pointed out that markets overshoot the mid

point sometimes, but the mid point retracements do occur

very often.

These percentages are linked to the SEASONS OF THE
TRADE, they just fit together. A left brain right brain tip
he gave us was to keep the retracements in a range of the
same colours, he used yellow for the 50% level.

David admits to not being as good at cash indexes as a;c‘ the

futures. He uses volume to determine when he switches
contracts. He does his calculations on a weekly chart
marking out the 25%. LEVELS AND LOOKING AT OLD
TOPS AND BOTTOMS. He looks at simple trendlines. (f
a market breaks through a weekly trendline, moves away,
then comes back & retested it he sees that as a sign of
strength {or weakness) because the trendline is over a
reasonably long period of time. The Nikkei had clearly done
that on the chart he showed us. .

. David stresses that you can’t enter or exit the market on
a weekly chart - weeklies are good for keeping you with the
trend - you need to get down to the short term level.

R R T Ty e PP T LR L L ET TRy

Juldy Jan Jul Jan Juy Jan

He believes that all of the stock markets afé in for.a very
hard time over the next 12 to 18 months. The Nikkei has
made a major low and is off cycle with Dow and FTSE it

‘is possible that it will move differently after a period of ‘

-consolidation. It would need to cleanly break the top at
around 19,000 to confirm a bull market, before he'd try to
hook into a long trade. However, he feelsit needs to do a
period of consolidation to let it wind up for the big moves
he feels it is capable of.

‘ GHT 210und3 02:42 Technical Analysis 3.0 h
! _ _ MIKL HiLoCE Bar (Beckly) _

EURODOLLARS - TIME

David put up a daily chart and a weekly chart.

GHT Z21un93 02:64

Techuical Analysis 3.00
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The concept of time is much the same as the Seasons in
a Trade idea. Itis also how he comes up with the pressure
dates he became famous forin 1989 and 1991. One of his
requirements for forecasting in the Research Technology
Newsletter is that the dates must line up in terms of 12ths
of a year. He uses increments of 30 dégrees of the earth's
travel around the sun in a year {Solar degrees}. The
February 1989 Research Technology Newsletter called for
_ atopon 3.0ct.89 and it came on 4.0¢t.88. He had that
date 12 months in advance. He thinks it was no big deal,
the real trick is actually trading it.

The method is to look for a major low {or high) and then
look through the ephemeris and note when the 30 degree
increments falli due. Note itis not always 30 days and it
is not always consistent, it can 2 or 3 days out.

Technical analgsls 3.60

. . ] !:ocs. Hil.oCl Bar (Daily)
1 C1 fwound (ot
1BJun33 96.54 9%.48 9.5 u[ 6.6
m'rimlﬂ'nr
kit
i .4
6.2

4y

1 !
fpr Hay Jun Jul
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A major low on the Eurodollars came in on 17.Mar.82 at
95.09 (DWH addition THE MAJOR LOW WAS AT 88.76
in the WEEK of 26.MAR.89). The next high was at 97.01
on 2.0ct.92. 180 degrees from this will be 30.Mar.93.
The next low was at 95.90 on 17.11.92. David sees this
as a major time period as the All Ords made its low on
16.Nov.92, 180 degrees forward from this will be
14.May.93. ‘

Techuical ﬁnalgsis 3.00
EDct HiloCl Bar (Daily)
T T T

CNT 213un93 02:03

Pmourtt !
95.54 36.48 96.5

| “HWLIT W‘JW

T f96.4
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L} L] 1 { [ ] 1

. 4959
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In working a forecast he runs out 30 degrees at a time and

sees which dates worked and which didn’t. They will form

a pattern & you forecast on that pattern. ~

if when the next future increment of 30 degrees felf due
and ‘ ‘ .
1. He was short term trading ie in the contract,
2. The market had run up {(or down) well, &

3. Had shown a lot of violence. : S

He would get out of his profitable contracts.

He finds an ephemeris is the way to get his timing right. His
goal in life is to teach an ape to pick yearly tops and
bottoms. The only problem, David finds, is ‘thatits bloody
hard to trade’.

The above is the sum total of David’s use of astrology. -

"YOU DO NOT MAKE A LOT OF MONEY FORECASTING

TOPS AND BOTTOMS YOU MAKE A LOT BY TRADING
THEM. YOU CANSET AFORECAST A YEARIN ADVANCE
AS LONG AS YQU ARE PREPARED TO ADMIT YOU
COULD BE WRONG'....

David advises that 'You've'got to work to work the trends
that come true to your forecast, because a lot of trends
won't follow through. You work them with pyramiding’.

Even the best traders, David included, get a bit emotional
trading in big trends because they tend to fall in love with
trades. THis is to be avoided and is why automatic exit is
best.

. the. trend.

David's biggest hindrance to making profits was changing
his mind all the time, he was trading too short term. Since
he took the 'six months’ break he now makes a forecast
and then he sticks to it. He wouldn’t worry about making
a forecast 100 years out. So he can certainly forecast a
market a year in advance. But you must know when you
are wrong and be able to admitit. The SPlis still working
to the 1987 top because its never been broken.

SHORT TERM TRADING

Even.the long term trader needs to look at the. short term -
sometimes, when he puts a trade on. the need to getin

-and get out leads you to short term trading. David fikes to
be in trade for 3 to 4 weeks and likes to see $6,000 to

$8,000 profit per contract. If he gets a bit slack with his
exit {read short term trading) he can .drop $4,000 to
$6,000 of his profits on the day of his exit.

David looks to the physical index for confirmation of tops
or bottoms on his turing point days. He has found that
usually the S&P Futures contract makes top {low) before
the cash does usually 1/4 to 1/2 hour later. The Futures
can be wrong - so if the physical has not turned in (say) half
an hour - it is a false breakout. The Futures can not keep
going without the physical following.

Why It Works

Money can get into futures contracts faster than in to the
range of physical stocks for the obvious reasons of
liquidity, cost etc. - .-

David has to be able to define a trend when he trades. if
a market cpens, trades down, he has to see it take out the
open before he has an intraday trade. Thus one of his
definitions of a trend is ;hat it has taken out the open.

To successfully day trade David believes that you have got
to have a trend following pyramiding plan. A higher high,
then higher low - buy 1 contract when it takes out the
higher high. As soon as it makes a higher low, buy another
contract and move stop up to the lastlow - and so on each
time a higher low comes’in.

You also must watch volume throughout the day. In bull
market you must have higherl volume, Although in a bear
market you can get away without higher volume confirming

On a short term chart you should have a line across for the
close of the previous day. This may well be the low for the
day in a strongly trending buill market. If it breaks you are
in'trouble. Put a stop below market close if it is taken out;
market may be weak. -

David feels you should always be working in the range for
each up/down movement. As well asthatalwaystrack the
ranges since the last top or bottom. David keeps an eye
on On Balance Volume (an Indicator).
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David recommends doing all of your work before the
market opens and 10 minutes before it closes. This is
because the sweetest profits are made overnight.

David divulged a few statistics on the SPI.

If SPI closes 20% above its day’s midpoint then it has a
390% chance of making a new high the next day. it also
has made a higher low and higher high than the previous
day, the chance goes up to 95%. David wants an'85%
chance before he’ll take a trade. The above percentages
apply to the downside for the same patterns. He only uses
the short term work to get in on a pressure day or when
he looks to get out.

CONCLUSION -

Part of the reason David “trades is for the BUZZ". . He
likes living close to the edge like a cat on'a hot tin roof or
where the snow doesnt stick. He prefers long term trading
to short term trading. - Short term trading makes.him
change his mind too much, but short term trading also
helps retain his profits through better entry and exit on his
long term trades. He uses the idea of the Seasons ¢f the
Trade to know how mature a market trend is.

Bien
0 pm

e
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BONDS UPDATE :

As promised last newsletter set | am enclosing some
turning point dates from Nick Flamborous of Gann Research
Educators in Chicago. He has a method of determining
good probability turning point times (what he terms Mass

For the T-Bonds there have been 13 forecast turns to date,
only 3 have inverted. Inversion means when a high is
forecast and the market actually has a low and vice versa.
The majority of turns are exact with some being plus or
minus 1 or 2 days. Set out below is a complete table with
Nick Flamborous’s future dates for the T-Bonds:

Pressure Days) and whether they will be a high or'low. F'Cst F'Cst Actual  Actual Trad dys Turn
‘ : Date Turn Date Turn  Differ.  Result
Nick, and his partner (a floor trader) trade, the 30 Year
Treasury Bonds and Soy Beans Futures of the Chicago 10.08.92 Low 08.09.92 High ~2 Invert
Board of Trade [CBOT]. A chart of the June’93 T-Bond 55 59 g2 High 23.09.82 Low +1  Invert
contract is set out below with his past turning points-as - ) - ' - '
well as a few future ones. Nick was involved in the Astro-  23.10.82  High 22.10.92 1iow -1 lnvert
Cyclical Exchange with Phyllis Kahn, worked with Norman 99 12 g2 High 22.12.92 High +2 Exact
Winski and has taught Gann techniques to people like Tony . '
Krebbels, Bil Eng and other successful traders. Gann 31.12.92 lLow 31.12.92 Low 0 Exact
Research Educators are recommended by Marisch in WD 08.01.93 .Low 08.01.93 Low 0 Exact
Gann: A Simplified Technique. '
o : 20.01.93 High 20.01.93 High 0 Exact
Man_y- new traders want to see a forecast turning pointthat . Ly .
gives an absolute high or low for the next century {I'm 11.02.93  Low 11'02'93 qu 0 Exag‘t
exaggerating a bit here - but its fairly true). Many 16,04.93 High 16.04.93 'High 0 Exact
experienced traders know that all you need is a turning . .
point that you can trade successfully for alow risk but high 30'04'.93 High 30.04.93 Low 0 ‘ Invert .
‘return trade ie where is your stop and what is your target.  05.05.93 Low 05.05.93 High 0 .lnvert
-1 find the most profitable trades for me last longer than 6 ' ‘
weeks, but much of the money is made in spurts of 3 to 17.05.93 Low 17.05.93 Low +2  Exact
5 days. The dates Nick has are for his trading style which -
is always in the market and looking for turning points.
o - T.Fansda dun 93 Dailyg
(0o ol Dt L2 Kbl ApavT] Suont T gy Uctir)
11000 )
L :
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Future Dates ({T-Bonds}
27.05.93 tikely Low 28.05.92 tLow +1
21.06.93 Likely High

12.07.93 Likely High

Exact

Today is June 21 so we now have the result for the .

27.05.93 turn. The real low came on 28.05.93 (just one
day later}). The market has rallied sharply and islooking like
topping tonight.

Set out below is a complete table with Nick Flamborous’s
future dates for the May Soybean Futures:

F'Cst Actugl Actual  Trad Dys Tum

Date Turn Date Tumn Differ.  Resuit
07.08.92 Low 07.08.92 Low Q Exact
01.09.92 Low 31.08.83 Low -1 Exact
21.09.92 High 15.09.92 High -3 Exact
29.09.92 High 298.08.92 High 0  Exact
27.12.92 Low 27.12.92. High Invert
16.01.93 High 19.01.83 High +2 Exact
31.01.93 Low 31.01.93 Low 0 'Exact
20.05.93 High 19.05.93 High -1  Exact
Future Dates (May Soybeans)

30.05.93 Likely Low 3.06.93 . Low +3 Exact
14.06.93 Likely High 15.06.93 Llow +1 Invert

29.06.93 Likely Low

There are two results from Nick’s forecast for the November
Beans avaiable now. 30.05.93 was a Sunday, and the
market fell 10 pieces on 01.06.93 from a high of 607.0 to
alow at 588.5, the real low on my data was 02.06.93 at
588.0, not bad. The turns are on time on average.

As you can see inversions can and do occur, but they can
still prowde you with a low risk trade. 1°d rather enter a

trade on a confirmied reversal day whether the market had
inverted or not.

Thesé dates can tip you off to when the market will go silly.
Often if there is a'cluster of dates you will find the market
goes into a range and you can trade that range. A paucity
of dates suggests a trend

_CAUTION

" Forecasts of tops or bottoms can help you take profit on

existing longs or shorts. Never enter a new trade before

~ the turning point is confirmed as a top or bottom, it may

invertl. Use other technical analysis tools {that suit your

_trading style) eg Candlesticks, Reversal Days, divergence

etc, to. confirm that a top or bottom is in place in
accordance with the forecast, before entering a trade.

_Always trade with sensible stops that are placed at a point
~ where you are proven wrong and where you will not be
financially ruined (its a fineline!t). The decision to enterthe

market must be accepted as your responsibility alone as
must the decision to exit the market.

DW Hunt
Secretary.

Technical Analusis 3.00
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WHAT DO YOU NEED TO TRADE?

i often am asked to help people set themselves up for trading.
Most come starry eyed and enthusiastic keen to eamn the
dollars in the market and they are all looking for the Holy Grail
and yet they already have it at their disposal and-do not know
it. Inthe next few Newsletters I'll go into more depth and add

some more to this {see my report on David Bowden’s talk in’

this issue, especially the ‘Trading Tune Up‘). TA helps you
with a few things in markets but is a small part.

The first thing is to test them on their perseverance. 1 givea'

few tasks to do ie reading and self analysis. Most think | am
a bit weird - “What about the Holy Grail?’ they cry. _

I tell them first what they have to give up.

A) What You Have to Give Up

i) The Need to be Right All of the Time

This is hard for TA's and is why most are not good traders.
They always want to be rightand won’tadmit to being wrong.
Forecasts for other people are to blame | think, Some of the
best traders are right only 30% to 40% of the time, but are-

stopped out the rest of the time for small losses. They have
{earnt how to ride a winner for big profits.

ii) Stay Separate From the Market

Thatis, tonot get tripped up by the small jigglesin the market.
To not take profit too early for no systematic reason. To not

be sucked in to the glamour and not fallin love with the trade.

ili) Time & Energy

You need to'work hard and long to test your rules for entry,.
exit, stops, an lethargic markgts.

B) What You Need to Trade

i) Method to Determine Di'rection of the.
Market

This is where TA will heip.

it} Method for le|tmg Losses If you are
Wrong '

morning run down {read gossip) from your broker ask for the
open, high, iow and volume etc from Rim {See Broker).

3. | Haven't Got Live Data HOW DO | COMPETE?

You don't need live (real time} data. to. make money. [n fact
it can cost you dearly through screen addiction and making
you extrapolate the short termjiggles into the long term path,

ii!.) Brokey -

Depending on the market you definitely need a broker and an
account [read Deposit - see capital). Select the Broker
carefully you need to be able to respect him and he needs to
be able to respect your wishes. the broker should work for
you and with you not work you for business, Price should not
be the major determinate in a broker-client arrangement.

v} Trading Capital

The amount of trading capital depends on whether you are
trading for a hobby, or for a,part-time business or your
livelihood and most importantly the market you are trading
and the success of the methods you use to.trade. Mr Gann
recornmended never risking more than 10% of your capital on
any one trade, as the amount of capital fell so would the
amount you risk. Currently most CTAs will only risk 2% at
most on one trade, and have only 4 or 5 trades onatany time.
There is no point in trading a S&P contract with an account
of $5,000 the contract is so volatile an hour’s swing will wipe
you straight out. The Mid-America contracts and even real
contracts such as Com and SoyBeans on the CBOT are real
alternatives if you have a small capital.

\}i) Belief In Yourself Plus HumiIify

Say no more, but you must be able to back your-jijd gement
but admit that you may be wrong and admit it fast if you

- are.

vii} Time Out qf The }Market and an

. Excitement Qutlet

The markets are so interesting - they are always moving -
especially if you are in a trade, that you can become glued to
the screen. TAKE REGULAR BREAKS. Many people coming

- in to the markets get what they want - EXCITEMENT or

Along with TA this is an area for money managemerit

ili)Resources
1. Do | need Specialised ‘Software?

NO you.don’t. You can use Lotus, Excel or paper-and a

calculator to calculate Indicators, targets, retracements, .

analyse chart patterns etc. | did mine on Lotus for years and
was managing a U$ 300 million exposure for AUSSAT.

2. Must [ buy Data?

No y'ou-c!on't. You can get data from your friendly broker or
the paper depending on the market. Instead of getting the

ACTION - unconsciously by losing lots of money. Play
roulette or sky dive for excitement; DON'T RISK YOUR
MONEY FOR EXCITEMENT. TRADING IS A BUSINESS.

I'm just getting warmed up here and will continue in later

Newsletters.

Good Trading
bW Hunt

-~ Secretary.
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ASE ALL ORDINARY INDEX - THE lG PICTURE

A.S.E. ALL ORDINARY INDEX ' : ) _ ] —

~

Analysis of the yearly chart of the A.S.E. All Ovdinary Index ) 3200
which was featured in the A.T.A.A. Newsletter January 1993 : _
from 11/11/52. Current assessment as at 26/6/93 with index

high to that date 1766 with 1786 as the high following the

2200

1
post 1987 crash low of 1149. The secular uptrend from.the j
1974 low is 5till in force (A-B) with the Hovember 1992 low 1800 . S
of 1355 again “testing" this trendiine which now has seven B 1600 -
tests of authority on the yearly chart. 1400 o
‘ . Dyzoa A
Following the break through the 1700 resistance areay The A
Elliott Wave Theorist amended their forecast of a big decline 1000 -
once the index cleared 16%8. It continues to be a case for
trending rather than make way out predictions with a strong . "BOO n
emphasts on basic technical principles. The yearly chart is o]
currently showing a higher high and higher low. The (A-B) 500 n
support 1ine for 1993 vemains at 1460 rising to 1640 for 1994,

Support 1ine (E-F) comes dm at 1210 for .1993 vising to 1220
vYor 1994. Whilst the general concensus prefers to view the

s¥x-year area of trading following the 1987 all time high at [L
12312 as a base,.the writer prefers to add a note of caution.

Not all sectors of this index have broken topside from their

big trading ranges. The weekly close charts on All Resources, '
A11 Mining and Gold are curvently weighting this index as it 51
moves gradually higher. The 50 Leaders is lagging with the ITl[ T

400

20 Leaders rather showing @ broadening formation generally
associated with market tops and distribution areas.

: 200
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STOP PHESS: David Feller in his VYatest newsletter FULLERMONEY
L[ }r FM 109 dated 25/6/93 draws attention to the rising lows on the
A1l Ordinary Index and would reguijre a ciose at 1660 to confirm
a more extensiye reaction but still suspects the 'big trading
range' from 1987 is probably a base. A good point he made was
that markets seldom confirm forecasts based on evidence that is
widely perceived to be blindingly obvious! His overview of world
bourses {s for further upside potential but the influence of WALL
STREET can never be overiooked. Any significant deterioration by
the U.5. Market would soon affect all of the smalier bourses which
includes everything but JAPAN, Tb quote :David Fuller: ™*In other
words, if Wall Street tumbies, 211 other bets are off at least
temporarily. Therefore all stock market investors should keep an
eye on the U.5. Indices but I would not be deterred from situations
that look promising to~day by problems that have yet to surface™.
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| THE GREAT GOLD RUSH - 1993 STYLE '

It has been said that there is no fever like “gald fever”.
Indeed for those technicians who persevered with their
gold charts since the 1980 highs when it could be said that
many of the predictions were either toc optimistic or too
soon, have now been réwarded for their efforts.

Gold has been the perfect technical trade from the March
1983 low of $326 using the technical indicators favoured
by the writer: These have been proved many times and in
all markets and have been frequently highlighted during
Technical Workshops and regularly at our monthly meetings.

the end of the boom, a step ladder was required to plot the
daily charts which literally moved up to the ceiling. The
memories of those halcyon days and forecasts of $1000,
$2500 for gold still have to be fullfilled.

The $850 area seemed a sensible level to take futures
profits in Sydney - the 10 point three box reversal point and
figure chart on London 1500 Fix Gold clearly achieved a
“measured move” but that day was accompanied by
farecasts of $1000. 'Alas, the opening level on the S.F.E.

the following day was $220 DOWN. A good trading .

pden.

CONEX SPOT GOLD [Daily)

Lxsl

-~ Harmonféec Moving Averages
Lo : —_— 5 day
: T 15 day &
"' 30 day s

"Even Stacking Signals,

. opportunity for a.$100 rally which

gg.g _il was to follow later but a devastating
margin call for overnight long

370 ' positions. The net result was mass
liquidation. On a brighter note there

360 4 was one client who was SHORT

asp - overnight five contracts but had to
admit he hadn’t slept too well,

340 = |1t is as well to recall these events as

330 | undoubtedly a similar position will

present itself somewhere in the future

$US whoever puts you in at the bottom of
B 390 — a major bull market will not be there
L - , to get you out at the “top”.
i COMEX SPOT GOLD t,“ , 380 = -
{Daily Range) ﬂi ?il ! , It is far preferable to use the trend
_ hklr"' 370 =T following technical tools which will
‘Plotted to i T
i . pa/er93 ‘ 360" - maxfmlse.the profits gnd keep youon
, ‘ }ﬂﬂhlj the right side of the market and trading
| ‘,I 350 withthe trend. Indeed itis sometimes
r’. ¥ b one of the simplest tools which will
|~ +340 - DProve most effective. During that
P J‘;“ - . great commodity run, there were so
L e 330 | many traders who continued to short
‘ 1%y

¥ Traders 70 | therising trends in gold, silver, cattle

Directional ~ne ADX o Take ] and wool which were heavily traded
’ C Hﬁvemenﬁv ——+D1 {11 period) ,' 'f_."°f‘ ts 50 1 onthe S.F.E. and by the time the bull
- § Y, J markets were over and it was fime to
F o 30 < tackle them from the short side, they
1.5.,‘ / . <1 had virtually “wiped themselves
Dean S "‘“’\_J“\.,\\N ] 10 - out”. ’ 7
1993 A - N
*;- D 1 d if M L. iA 1M 13 a1y A memorable trip to the World Money

The charts on Comex Spot Gold from December 1992 '

along with the relevant indicator signals, clearly serve 1o
well illustrate their value. If we are in the early days of a
big bull market for gold {and silver), the bestis yet to come.
In bull markets secondary corrections tend to shake outthe
nervous holders but should be used as buying opportunities.

The writer was fortunate to be a technical analyst for a
leading Commodity Broker from May 1979 when gold was
$245 per ounce. The rest is history culminating in the all
time highs for gold around $850 and silver $50. It was
hard to keep the paper up to the charts and indeed towards

- Analyst Seminar in Hong Kong in
March 1980 - most of the experts giving their various long
term outlook for gold were only looking at the bul! side.
The technical monitoring of the price trend and “listening
10 the market” provided the safest course with the bear
marketlow of $281 coming in on Spot Comex in Februany
1985, : : C

The note of caution | choose to emphasise is not 1o lister
to too many opinions which can resultin confusion. Selec
the newsletters with the best track record and who hawve

- been in tune with the market. |
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"My advice is to stay with the Dirqctional. Movement
System devised by J. Welles Wilder. [ recall his words of
wisdom at the 1980 Technical Trading Seminar at the
Sydney Opera House which | was fortunate to attend - {F
YOU ABIDE BY THE RULES OF THE DIRECTIONAL
MOVEMENT SYSTEM - YOU WILL NEVER BE WIPED OUT
IN A MARKET. Indeed, you would have been out of long
positions in plenty of time before the 1987 crash and
indeed would have held a short position for the big decline.
The signal from the ADX to cover came prie day after the

bottom at 1148.1.

New members not acquainted with the wvalue of
DIRECTIONAL MOVEMENT and the ADX should follow it
up. Mosttechnicians have some knowledge of.the Relative
Strength Index which Mr. Wilder developed in 1978 but
are unaware of the value of DM. lvan Krastins has covered
it extremely well in his splendid book LISTEN TO THE . -
MARKET whilst John Murphy in his TECHNICAL ANALYSIS
OF THE FUTURES MARKET v:rtualiy passed it over for lack

of space.

+

LONDON GOLD 1500 FIX

10 point 3 box reversal

Plotted to close
2676491

It is not the object of this article to make way out
“predictions” except to expres§ the writer's view based
on a technical assessment from gokd and gold stocks that
it is likely that the 1980 highs will be “tested” and
exceeded. A goodperspective from the right charts which
would include point and figure charts. Indeed, gold is an
area where Gann techniques could be well applied. Three
major gold stocks from Indexia Software reflect the overall
performance of the strong up trend in the gold index which

commenced late 1992 - early 1992. Gogd trading!

Dawn Bolton-Smith
Y Vice President
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POSTSCRIPT ON THE NIKKEI BY CHRISTOPHER CARR

The astute reader of my article *“Where to Next” in the
May Newsletter, will have observed that my 14 day RSI
indicator on the Nikkei was heavily disguised due to a
production error. The missing chart is reproduced here:

— HREL 34 543 -
8
1838l

-

©
ne

L
5.5
4.
14

Updated
to 30/4/93

[ ang

14 day R.S.I.

Y
Y

Subsequent price action to date (17.6.93} appears to
amply confirm the warning of potential vweakness at the
end of April. .

Let me reiterate the ‘big picture’. | believe that the Nikkei
has completed, or is completing, an ABC correction from
the bottom of Wave 5 of the large Wave A, and is
commencing the large Wave C which has a target of
3,800. This represents a 90% retracement from the bull
.market top at the end of 1989. As pointed out in the May
newsletter, this percentage has a number of historical
precedents. Many stockbrokers and fund managers will
dismiss this projection with scorn and derision but |
maintain that this deflation is the inevitable consequence
of the preceding inflation and the structural imbalances it
created.

T
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: WEEKLY
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Updated to
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TARGET 3800 *

KEEKEL B 54!8? o
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| ww 18552
_ “—m!%mf' ”‘s‘ﬂmj 16/6/93 i
= : . 1.6
14 day R.S.I. .A}‘\ Ah‘x\
— T v, £8.12
- \j 58,56
49|
. , 04

Christopher Carr, Sydney 17.6.93

Finally, iet me focus on the recent ABC correction within
that large corrective Wave B. | have included an internal
wave count which may raise some argument with other
Elliott Wave followers. It appears that Ministry of Finance

- manipulation produced an extended Wave 3 within Wave

C. The top of Wave 5 of Wave C was at 21,225, The top
of Wave 2 of a new downtrend was at 21,222. And now
it appears that we are in Wave 3 down. Probably we are
talking about internal waves in a much larger sequence if
the ultimate targets are accurate.

L IKKEL. 200 54788 it
i " (Daily) 542 ﬁm
| 51
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1 160
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IMPORTANT CYCLES ON THE

HORIZON

The latest newsletter from Phyllis Khan, editor of Gann
Angles (July 1993), makes for interesting reading if the US
market is 10 have a marked effect on the Australian Stock
Market.

= July power cycles due this month holds some
extremely strong cycles that will not be denied. If

* prices are tising into this power cluster, and it does-

appear so, [T WILL BE THE TOP, Here are the major
WEEKLY cycles converging in the week ending July
16th. 180 weeks from January 1980 major low.
144 weeks from October major low. These twao
cycles converging have better than 90% accuracy in
ali markets for bringing in a MAJOR, yearly, trend
" change. That weekis also the three year, 36 month,
anniversary of the January 1990 high."”

Phyllis Khan has stated that we can have a MAJOR decline
that, on a trend basis, may persistinto October-December
1994 fora 20 year cycle low. She also states that you may
hear predictions about a 10% decline, but don't believe it.
The possibility of another meltdown ala 1987 is still with
us. In fact, a financial panic in July-August-September is
an historic event onthe horizon. Her trading strategy, for
possibly the last rally, would be to buy puts into strength,
but buy time. Buy nothing closer than December 1993
puts.

Gann Angles has really scored some winning trades in
recent months, gold, silver, soy beans, the Yen, to name
afew. Phyllis Khan produces areally worthwhile newsletter
published by Gann World Inc., 495 Trinity Avenue, Suite
A, Seaside, CA 93955, 408-393-2000. There is also a
hotline for subscribers.

YEARLY STO CK MARKET

- FORECASTS

Yearly forecasts of prlce trends such as the forecasts
presented in this article, constitute 5 - 10% of my trading
strategy. | believe it is far more important to follow the
developing trends and recognise changes as they occur

than to rely 100% on forecasts. Although, lt is mcrednbie‘

what can be achieved.

The aim in constructing these forecasts. is to obtain a’

general idea of what to expect, in terms of price trends, for
the coming year. Although the forecasts are made using
weekly data the correlation between forecast changes in
trend and actual changes in trend can be months out. As

mentioned, forecasts such as these form a smail fraction_

of my analytical work.

The forecasts are based on a cycle theory. Periodic cycles
" account for approximately one quater of all price motion in

stocks ({this varies from stock to stock}. Fundamental
factors cause approximately three quarters of stock price

. motion, however, the effects are usually long term and

smooth in nature. Unforeseeable changes in fundamentals
can render these forecasts useless. ‘

I procure forecasts similar to the following at the beginning
of the calendar and financial year. The following forecasts

span from the beginning of January 1983 to the end of
December 1993,

James Slack-Smith

All Ords - Trend Forecast For 1993

250 -

ANZ -Trend Forecast For 1993

HBH - Trend Forecast For 1993
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Name:
Company:
Address:

Phone Bus: Home: Fax:

Membership Applied for: (please tick) QO rut L1 Associate

Please describe your use or interest in Technical Analysis:

There are 2 classes of membership: Full & Associate. :
« Full Membership is for those who use Technical Analysis for trading decisions or recommendations.

+ Associate Membership is for those with an interest in Technical Analysis.
Membership is $100.00. For membership purposes our year runs from 1 July to June 30.

There are special concessions for new membets joining part way through a year. If they join between July 1 and December
31, they receive copies of all newsletters published to date in the year. lf they join after December 31, the initial $100 fee will
in effect, relate to the NEXT vear. - ' : '

For fnore information call

Charles Balas - President on (02) 522 5220
David Hunt - Secrelary on (02} 545 2605 or
Paul Simmons (03) 593 1434 (bh)

Please Mail Application Form with cheque to

The Secretary
ATAA

GPO Box 2774
Sydney NSW 2001
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