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We are in the process of editing this material and adding a different indexing system.

Please forgive the lack of Section numbers  ...   However the material is still arranged in this order.

Let me suggest that you print this material and the charts..    Then keep it and all futher Commentaries  and charts along with your Worksheet and Daily Trading in a binder for easy access....
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Section 1      

Introduction  and  General Course Guidelines.

Every trading day I will send you my Commentary for that day.   The commentary is a  discussion of the days  activity and comments on the lessons the day presented to us.    I will also send you a chart of the day noting my trades.      The chart will come to you as  an attachment to the  Commentary. If your Net access provider does not offer a service to down load  a PCX file,  I urge you to move to America Online or another provider that does. There will be days when I may send you several charts.  You need to view them...    Other wise we need to set up a separate  arrangement to fax you charts each day...     That cost is far more than AOL.   So do what you see fit.

There is no expectation that you respond each day, as long as you understand. But keep track of questions so at the appropriate time you can get an answer.

If you are sending me  a question in a message...Begin the Subject with a "?" so it gets  priority attention..

When you have a question or a  statement do not address it to the group.   If it has merit and will contribute to the  subject at hand I will copy everyone on both your question and my response. 

Because everyone in this group is not at the same level, lets all try to stick to current events for the first week or so.   In other words don't try to get too far ahead.    I can only go so fast.    If we don't make the progress I expect , I will provide additional time.    Don't start watching the clock on the course, let me do that.    And,  if for any reason you or I need  to take time off,  the time will be adjusted to ensure you get all the time we agreed to...  Market holidays will not be counted as a training day....There will be an adjustment.

I am not a TradeStation or EasyLanguage expert.    So if you have software or computer problems contact tech-support.    There are often  software experts in the class who may be able to help, but I ask you to respect their time also.

I will NEVER give your name, address, or phone out to those outside the course.   I don't sell addresses.     Those in the course,  do not expect you to do so either.     I will, however,  encourage you to consider books, tapes, videos etc.    If you receive an advertisement from outside, it didn't come from me.

I do not recommend or discuss brokers.   I have an agreement with several brokers  to recommend this service to their traders when it may be useful. In return I will not get into the Broker business..     You understand....

Your trading background is  important to me, along with the  training you have had, books you have read etc.   It helps me communicate with you. Please make sure you send me a resume of your trading experience.

Please send me a new message, today,  with your name,  address, phone, fax, and e-mail address.  If you have more than one e-mail address send me the others as backup...     I will use the e-mail address you specify only...The other is for emergency only.

Collectively,  this group of traders has 1000% more trading experience than I do.   I welcome your suggestions, ideas, and productive comments.   But please,....help me stay on the subject.     If you send all the traders a message that you just found out that there is a major turn due tomorrow that is predicted by "Old Grumps Trading Service "  and you just got the fax to prove it.......   Everyone's attitude will be so biased they won't be able to trade in any other direction but that predicted by the fax..      The goal of the course is to learn to deal with the market .    So avoid this kind of announcement..  Please ...      

I will strive to have the daily Commentary posted within 2 hrs and 45 minutes after the market closes.    It closes at 2:15 pm  here.    If, I should see that I will be late with the Commentary,  I will post a notice of the impending delay and estimate a new time.  If you do not receive either of these messages,  give me an hour's grace and then send me a message.    I may be having trouble with your address..    

On a  personal note......My wife had 4 brain surgeries between July 95 and Feb 96,  .  She is recovering  well,  but still has therapy daily.   Sometime little emergencies  come up....   You understand......

The best time to call me is after the Commentary is posted.   If you call before that you will just slow everything down.     Please do not call during market hours,  unless we have a specific  agreement to do so......Please !!!!

When you do call, and I expect you to call,  be brief as others need  some time to chat also.    I don't want to sound rude if I hurry you off the call when your question has been answered.   If you feel you need more than just a few minutes on the phone, please send me a  message and offer some times best for you...We will set an appointment to talk longer....

When I am at my desk,    I answer the phone in 2 rings.    More than that and you will get my answering machine.    Give it 2 rings ....then try a little later...........

Do not call before the market opens in the Morning unless its a REAL QUICK CALL.  

The material in the Table of Contents WILL be covered in the order the market presents it,  But we will start with Trends and the TREND TURN........as they are the basic building blocks.    There  are also topics that are not in the Table that we will discuss.....

Please let me know if I need to clarify any of this.........

I very much look forward to working with you.....

Arthur  Ullrich. 

Section 2

General Comments, Suggestions, Beliefs, and Other Important Stuff

 
The S&P market generally has a higher level of liquidity in the  morning and afternoon.  Early moves are generally strong as are moves after lunch, eastern time.  The last half hour of trading is generally slower. Note the emphasis on generally.  There are always exceptions.

 
There is a higher risk when entering trades between 12:00 noon and 1:00-1:20 p.m.  If you're in a trade going into the lunch period, be alert and consider tightening stops.  I often stop trading at this time, but there are times when good moves occur then also.   Be flexible.

 
Because the market has a way of slowing down in the last half hour, consider tightening stops to protect profits,  and consider carefully before entering a trade this late.

 
If I have three losses in a row (sometimes if I have three losses, period), I stop trading for the day.  I used to rush to catch up.  Things rarely improved.   Sometime when you get on the wrong side and you reverse  to  get straight you are just compounding the problem.   Best to stand aside for awhile and get a grasp on the action before getting back in.

 
A difficult thing to do is quit while you are ahead.  Set profit targets. Once there, go enjoy it.    This is great advice for the real world, but during the course, I encourage you to "paper" trade every signal  for the learning experience.

 
Keep track of major support and resistance areas for the last few days. They can be areas of major opportunity.

 
Develop and maintain a Daily Worksheet to help you track the daily range, pivot points, support and resistance areas, and other important data and facts that will be useful while trading.  I will show you my Worksheet and how I use some of the data.  I use a spreadsheet program to maintain my Worksheet.  It is always changing.  It is just another personal tool.

 
There are many who think the high or the low of the day will be set in the first hour of trading.  It is even more probable that the high or low will be set within the first two hours.  Use your Worksheet to keep track so you can use the facts to calculate a projected High or low.  However, I recall a day when the high AND the low were both set in the LAST hour.  The operative word is PROBABLE.

 
Wait until after the bar closes before you place an order or make a major decision,   regardless of the time frame.

 
If the DJIA is up 35 points or more through lunch, chances are that the market will continue up after lunch.  The opposite is often true also.

 
Moving a stop or exiting a position to lock in or take profits is ALWAYS GOOD.  No matter what you do, the market will eventually go further.  So what?  However, if you find that you are frequently exiting good moves too early, it may be rewarding to seek out techniques that will keep you in the trade until it reaches its full potential; i.e., pay attention.

 
Avoid chasing a trade.  When you see that the move is well underway, look

back to see where the move began.  It is now possible that the move has reached its potential and the end is near.  If you missed the beginning, so, you missed it.  There will be another opportunity.  Chasing a trade or jumping on late can make you money.  It can also cause you to buy the top or sell the bottom.  Neither is desirable

 
At the time of entry, know where the support or resistance zones are for stop loss placement.  Placing a stop loss anywhere else is just guessing.

 
When the signal bar is forming and you are ready to place your order, know

how far your entry will be from the stop loss zone.  In other words, how much risk are you about to take?  Regardless of how good the signal looks, can you stand that much risk?.  You can always wait for the next signal.

 
You do not have to take every signal that comes along.  If you know one signal better than all the rest and have confidence in that signal, then wait for it and let the others go by.  Don't start kicking yourself around for missing moves.  Some traders just trade one type of signal and can make a living doing that.   However in the course "paper" trade all signals I show you for the experience.

The market goes down about 300% faster than it goes up.

Don't believe the market will do something.  Let the market action tell you what it is doing.  Believe what it is doing regardless of what your  analysis or some fortune teller predicts it will do.

High  Opening Position   ( HOP )

Low Opening Position    ( LOP )

The HOP is when the price reaches  160 points above the open . 

The LOP is when the price reaches  160 points below the open .

If the HOP is touched first there is over a 90% probability that the LOP will not be reached today.   The reverse is also true.

If the HOP is touched and the LOP is not then there is   a 78% probability that the price will close in the upper half of the daily range.   The reverse is   also true

If the HOP is hit and the price closes in the upper half of the daily range. There is  over a 90% probability there will be price follow through higher tomorrow.    The reverse is  also true.

Section  3

Entries

Trend  Turn ( TT )

The basis of one of the turn signals is the TREND TURN and is like a signal  taught by Kent Calhoun (KCI).  As we progress you will see that the TREND TURN pattern is the basic building block for identifying turns and our goal is to enter earlier.    It is  much easier to show you the pattern rather than describe it, but we will first put it into words.

TREND TURN Sell/turn Signal

Reference bar _ the bar that makes the High of the move.

Setup bar _ the bar following the Reference bar.

The Confirmation bar is the first bar thereafter that CLOSES lower than the low of the Reference bar AND the Setup bar.

The Confirmation bar does NOT have to be the THIRD bar.  It can occur several bars later.  However, all signals lose value with age.  If the Confirmation bar is not in place within 3-5 bars after the setup bar, it is important to start asking why.  This does not mean the signal failed.

TREND TURN Buy/Turn Signal

Reference bar _ the bar that makes the low of the move.

Setup bar _ The bar following the Reference bar.

The Confirmation bar is the first bar thereafter that CLOSES higher than the High of the Reference bar AND the Setup bar.

It should be obvious that if a bar sets a higher High or lower low after the Reference and before a Confirmation bar is in place, then there is a new signal forming.  One tick is sufficient.

The TREND TURN signal applies to bars of any duration.  So, if you want to trade 30-minute bars, the TREND TURN signal will apply.  Likewise, the TREND TURN signal will work on 1-minute bars, but there will be lots of chop with which to contend. 

This signal will work in any market.

An important point:  You can only have a TREND TURN Sell after a TREND TURN Buy and vise-versa.  You cannot have two TREND TURN Sells in a row or two TREND TURN Buys in a row.

A goal to set now is the ability to see a signal form and enter before the Confirmation bar.  Of course, this is more aggressive and the risk increases, but if you enter on the Reference bar, you will always be closer to your stop-loss point.  In all I show you the initial Stop Loss  is associated with the respective TREND TURN Reference bar.
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Labeling the Turns

There are, however, some other conditions that will increase the probability that the move will continue in the appropriate direction.  The first and most obvious is an entry in the direction of the trend.  This does not preclude counter-trend trades, but the probability of a profitable move is improved by trading with the trend.  One way to track the trend is to label all turns and, in this context, a turn is the occurrence of a TREND TURN signal.

Each time the TREND TURN signal occurs, the top is labeled as a higher High or a lower High.  Bottoms will be labeled as lower lows or higher lows.  How you label the tops and bottoms is up to you, but I will label my charts as follows:

In an up trend,  each High is higher and each low is higher_ I will label the tops and bottoms with an "a" for "as expected." When there is a change; i.e., the next High is lower, I will label this as a "c-"  (c minus) for "change lower."  Thereafter, as long as the next High is lower, I use the label "a," as expected.  Of course, if the conditions are

again reversed, I will use a "c+" (c plus) for "change higher."

With one look at a chart, all of this should be clear.  I once tried using only a "+" or "-," and most  of the labels were lost on the chart.

In addition to labeling the price tops and bottoms of each turn, we will label the corresponding RSI at the same point the price sets a High or low. Once you begin to label both the price and the RSI,  some important statements will jump out at you.

Begin to look for divergence between the price and the RSI; i.e., when the price makes a  low but the RSI post a much higher  low, this divergence (divg) may be  pointing right at a strong entry signal.  Of course, all of this is easier to see on a chart, so I will show you on charts as they occur.

My mentor showed me how to label turns just like this.  But I thought it took so much time.  I just "eyeballed" the turns and missed most of the good entries.  Trust me.  LABEL THE TURNS.  Now, before you go on, go back several days on your charts and identify all the TREND TURN signals.  Label the tops and bottoms of price and the corresponding RSI.  It won't take you long to see that the good signals jump out at you.

Which TREND TURN Signals Do We Take?

In the S&P, like any market where there are no guarantees, taking a  trade that meets all of the following criteria will give you the highest probability for profit and lowest risk.  What if some of these conditions are not present? RISK GOES UP!  But if you have all of them, it's almost a guaranteed "money machine"... ALMOST.  How often will this occur?  It's hard to say.  Several times  a day......


1.
Trade with the TREND.  Counter-trend trades make money, but High probability is with the trend.    Counter-trend moves are important.  "ALL" trend reversals begin with a Counter-trend move (CTM).


2.
Trade when the RSI moves from below 30 to over 30 at the signal for a buy or when the RSI moves from above 70 to below 70 at the signal for a sell.

However the  price alone can be the basis of an entry signal.

The way we use the RSI to assist determining turns is appropriate for the cyclical component of the market and fails in any strong trend as does any oscillator


3.
Trade when the CCI move corresponds in direction to the RSI move and crosses +100 or -100.   I have the CCI on my charts but rely on it much less.   (Optional)


4.
Trade when the RSI and price are diverging; i.e.,  when the price goes lower and turns up AND the RSI is already moving up ahead of the price.

Divergence is a strong indication that probability is improved.


5.
Trade when the ADX indicates strong trending (over 30) in your direction. But we are not  waiting for the ADX to be over 30 to trade.   When the ADX is under 10 it is very difficult to make money.    Just wait. 

That's a lot of stuff to keep your eye on at one time.  But as you watch the 5-minute bars, it will take a minimum of ten minutes for a Confirmation bar to close after the Reference bar has closed.  So when you see what appears to be a Reference bar, begin to check all of the other factors.  Are all the ducks lined up to give you the signal?  You should never have to make a "snap" decision,  it require focus and patience.

Dragonfly, Doji, Evening and Morning Star , Shooting Star

Reversal  Patterns.   All these are shown in Steve Nison's Book ,  Japanese Candlestick Charting Techniques.  But we will discuss each as they show up.  If you have the book review,  If not consider it as an important investment in your trading future.  If we could do graphics here I would show you the patterns.   But we will see many on the charts.

The dragonfly is named in Shimizu's book on charts.   He describes a pattern that starts with a bar that closes at or near its High late in an up move. It is followed by a bar that goes higher, then turns down and closes at or near its low and below the close of the previous bar.   This (sell) Dragonfly then is a long shadow with a head at its low.   The head can be small or large.   How far down the previous bar it closes defines the quality of the Sell signal. How far the Dragonfly goes up and comes down adds to the quality.   But if the Dragonfly closes  at or near the mid point of the previous bar a sell signal is issued.     When these patterns appear on the days activity I will point them out along with a method of entry.    The Dragonfly can be a strong reversal pattern.      The reverse is also true in buy patterns.
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BEK Trades (BEK)

BEK was my mentor, and he showed me this signal.    A BEK is a outside bar (OB)  at or near the moving average that reasserts the move in a trend move after a pause.   It is a continuation signal and is a great place to add to your position.

123 Entries (123)

While the TREND TURN signal is a reversal signal, a 123 entry is a with the trend signal.  The pattern usually consists of only a few bars and can be seen (in a downtrend) when the down action is interrupted by one or more bars that pull back.  When the trend resumes, the entry is 1- 3 ticks below the low point (aggressive) or the first close below the low point.  The reverse would be true in an up trend.

In any trending move, there are several pullbacks offering the opportunity to enter or add to an existing position; however, it is important to be aware of how far the move has progressed when entering.  When the initial entry is a 123 entry, the risk is less when the entry is near the moving average. Selling when indicators are showing oversold or buying when indicators are showing overbought increases the risk.

A very High percentage of TREND TURN entries are accompanied by a pull-back  or a retest of the High or low.  This can be the beginning of a 123 entry.  They can be found frequently near the beginning of a move.
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Second Signal (SS)

Remember, a TREND TURN signal is put in place at the top or bottom of a move not in the middle of a move.  You can only have a sell signal AFTER a BUY signal, and you can only have a buy signal AFTER a SELL signal.  You can't have 2 sell signals or 2 buy signals in a row.  So a TREND TURN only happens at the top and bottom of a move.

The market has a nasty habit of RE-TESTING tops and bottoms.  Of course, the market doesn't have to re-test, but it often will.  When it does, there is a risk that it will push right out 2-3 ticks farther than the last low or high. .  At this point, if you have entered on the signal, you will be feeling  the HEAT.

Even if it doesn't get your stop, you will be very uncomfortable.   Right?

At this point, there is a great opportunity for a Second Signal (SS).  The Second Signal can offer a better point of entry,  far less heat, lower risk, and an even higher probability of a great move in your direction.  Very few Second Signals fail.

You recognize the Second Signal  when the move resumes and there is a bar similar to your entry signal but it has a better entry point AND the RSI is divergent in the direction of the move.     You are saying What ???     Let me show it to you then you will understand..    But RSI divregence is "the" key here....
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20/20 Trade       (20/20)

Right out of Street Smarts This trade is a good day trade or a short-term trade that can be used to enter or confirm an entry.  The Reference bar is the daily bar.  Thus, at the close of the day you must look at the day's price bar.  You are looking for the day's bar to open within 20% (of the daily range) of one end and close within 20% of the other end.  Thus the name 20/20.

Once the Reference bar (daily) is in place, it qualifies the next day for trading the 20/20.  As an aside, I included a formula in my daily Worksheet (spreadsheet) that evaluates this and then indicates whether an  20/20 trade can be taken.

BUY Signal

Yesterday's daily bar opened within 20% of the top and closed within 20% of the bottom.  On the next day, if the price first goes lower (exceeds the low) than the reference day by 5-15 ticks, then BUY when the price returns to the Reference day's low.  Place your buy order at this low.

SELL Signal

The Reference day must open within 20% of its low and close within 20% of its high.  The SELL signal will occur when the price exceeds the high of the Reference day by 5-15 ticks and then returns to the high of the Reference day.  Place your sell order at this high.

I suggest that the price exceed the high/low of the reference day by 10 ticks.  This is my decision.  You might want to use something different.  One particular day I remember offered four entries that qualified as 20/20 trades.  On one of these signals, there was almost no confirmation from the indicators, but on the other three signals the indicators offered strong confirmation.

This  trade is discussed by Conners and Raschke in their book entitled Street Smarts.

Gap Trade (GT)
The term Gap Trade follows the concepts  of Kent Calhoun (KCI).  The  Gap Trade is used only when there is a gap on the open.  There  is an 80% chance that the price will close the gap by returning to yesterday's close or very near the close at some time during the day.  In many case-s, the price will attempt to close the gap soon after the open.  If the gap is within yesterday's range, and the gap is 200 points or less  and  trading back to the close is with the short-term trend, then the probability is  over 90

percent that the gap will be closed shortly after the open.

If the following conditions are met, trade in the direction of yesterday's close:


1. The market gaps on the open


2. The gap is within yesterday's range


3. The gap is larger than 35-50 points


4.  The gap is not larger than 200 points

This does NOT mean to automatically enter the trade on the opening bar regardless of all other conditions.  On some days, the gap may not be filled for hours.  In a normal trading range market (whatever that is), a gap of over 200 points generally will go in the direction of the gap and not the close.  When the market is trading at extremes, we have seen gaps of over 600 points  closed.  We have also seen gaps well outside of the trading range of the previous day closed...   But the probability goes up sharply when all the conditions are met.

When taking a Gap Trade back toward yesterday's close, it is always wise to wait for a bar that closes in that direction before entering.  Since the gap can close quickly, it is not always possible to wait for confirmation from other indicators.

Counter-trend moves to close the gap are common but do not mean the trend has changed.  Watch other indicators and price action to determine the trend.

One final point.....What does "close the gap mean"  ??    Frequently the price  goes back and closes the gap but does not always go to the actual close of the closing bar.     In a gap up, note the tops of the last few bars of the day.  Set  your target for this top or a near it....   And just because the gap is bigger than 200 points and outside yesterdays range doesn't keep us from trading in the direction of the close..................

English Buy/Sell (Eng)

As the price trends down, it  leaves behind highs that form resistance points.  As price trends up, it leaves behind lows that form support points. These can become ENGLISH Reference Points.

If price returns to one of these English Reference Points and does not exceed it by 9 ticks or more, then trade the first bar that goes in the other direction and closes beyond its own midpoint but always look for some confirmation of the trade.  Essentially, the English signal is the result of the price hitting an old support or resistance point and reversing.

To find the English Reference Points go to the 15-minute chart.  Find all the major  low points that were the lowest low for one hour before and one hour after that low was formed.  Find all the major high points that were the highest high for one hour before and one hour after the high the past hour and highest for an hour after that high was formed.    ( There is a "show-me"  that will help you locate these points fast. )

The high/low will not become an English Reference Point until it has held as the high/low for one hour.  Once the high or low point qualifies as an English Reference Point, price can go beyond it, but not by 9 ticks or more. If the price goes just a few  ticks beyond the English, it is still intact. And when an old Support or Resistance point has been tested several times and not exceeded by much it becomes even more powerful.  But each time it is exceeded , and once the new point matures (one hour) it becomes the new English reference point.

So find a high and ask, "Was there a higher high in the last hour before this high was formed," and "has there been a higher high in the hour after it was formed"  If not, it is an English Reference Point.

So we identify a LOW that is the lowest low for at least an hour.  It is not yet an English.  An hour later we look back, and our LOW has not been exceeded.   It is now an English Reference Point.  A price move comes along and touches the LOW but does not exceed it.  The English is still intact. Now a new move causes the price to go 12 ticks (60 points) below the LOW. The English has failed.  We now have a new low that is the lowest low for one hour before,  so we wait another hour to see if it will qualify ...  and so on.

Sometimes prices stop short of the English Reference Point or pass beyond the Fail Point by a tick or two. In this case, it may still be a valid signal, The following is an example of an English Sell without confirmation in which prices turned around despite the Fail Point being hit.

SP6M  3/29/96  3:15pm  This was a classic English Sell signal,  We sold and put our stop loss 1 tick (1t) beyond the English fail point.   At 3:35pm the price went right to our STOP LOSS point, took us out then closed down in a powerful OB.  The OB was so strong we sold it again and.... BINGO!  We went on a wild 600 point drop.

The Stop Loss point on an English is 1t beyond the fail point.....But this is a powerful trading signal..

Outside  Bar (OB)

There is no real mystery about Outside bars....that is a Bar with a Higher high and a lower low than the previous bar.     It is a  very powerful signal.    But it must be in the right place...  When price has bottomed and the reversal bar is an OB closing at or near its high, there is a greater than 90% probability that  the high of this bar will be exceeded before the low.    (The reverse is also true).     But if this bar closes at its

mid-point it may be no signal at all.

When an OB occurs in mid move it is a great place to add to your position and to pull your TRAILING  STOP stop in close.    If the price action reverses and takes out the other end of an OB .....there is a message there.

Bullish  Engulfing Bar  (BEB)  --  Bearish Engulfing Bar (BrEB)

A bar with a body that covers, or engulfs, the body of the previous bar is called an Engulfing Bar.  When this happens,  it is often an entry signal, especially when it is near the beginning of a move.

I have and still do use the term "engulfing" when the bar is so strong that its body covers the close of three or more previous bars and closes beyond their closes.   This is a very powerful signal or bar and is worthy of entry if it is with the trend.  If caught early, it will often generate short-term profits in either direction.   Wish I had a better name for it....
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Holy Grail

Start by using a 14 period ADX and a 20 period Exponential Moving Average. (MA) Both of these tools are in your initial setup.  There are several ways of watching the ADX.  On a separate chart, as an indicator or in the Chart Status Window.  A few months ago I turned on the ADX as a visible indicator in my sub-plot 1 of my main chart.  I found it easier to watch.  It's in a dark red on a black background so its there but not obtrusive.

The first condition to look for is an ADX over 30, indicating  strong trending.  If the trend is down, the price action will be below the MA.   If the price moves in a counter trend back to and closes over the MA the HG is setup.  The signal to sell will be when the price closes back under the MA.  In Street Smarts the conditions are the same but the setup is when the first bar "touches" the MA and the Signal is to sell 1t under the bar that first touches the MA     In either case your STOP LOSS point will be on top of the high point over the MA.

If the Trend is Up the reverse is also true.

It is not as important to have the LRS with your trade, however it is prudent to avoid going against all the indicators.
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Spike and Congestion
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The 4th Bar..

All the bars on the attached chart (example 1)  that  are the "first" to close above or below the previous 4 closes,  are marked with arrows.    For practical purposes these are "signal bars".    But several factors may keep you from entering on "all"  these  signals.

A.   There was an earlier entry in that direction.

B.  The Indicators are not confirming.

C.   It is counter to a strong trend.

Absent these negatives, entering on the 4th Bar is a valid  Signal.      I use the "4th Bar" to find my way out of congestion, or identify a Break Out bar.   A Break Out bar is another way of saying  "finding your way out of congestion".

The 4th Bar is valid on charts of any time frame..

Additional attached charts show the 4th Bars  used  to find the Break Out. 

Example 1
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Section   4

Order, Lunch, BEK, Delta

How and when to place the entry order.

As I have suggested elsewhere in the text, wait until the current bar closes  before you take action.  That means before you enter, move a stop, bail out or anything.   Give the bar time to close.

But when the bar begins to form the entry signal I'm waiting for, I am ready to take action.   I have  a large  clock near my computer with a sweep second hand.   When the bar is in its last minute of formation I get things ready. If this is an entry order I am about to make, I already know where my Stop Loss point is  so that is written in my Trading Record.

Within 20-25 seconds of the end of the minute, I have dialed the phone (auto redial)  and my broker will answer within 2 rings.  At that point I have already written my Stop Loss point into my Trading Record.  And as the bar is coming to a close,  I hear the pit answer,  Yes Arthur,   (then he will repeat the last bid and offer).   Now I am looking at the  close of the bar and the price is in my Chart Status window.    There are only seconds between the close of the bar and my order....    "Buy 3, Market"....   (This is the

S&P pit and the broker knows I'm not buying Bellies or  Beans....he also knows I'm talking about the current contract.)   He repeats my order,  And then shouts to someone and I can visualize the hand signals flash the Buy order.     I hold for a fill, and in those few seconds I mentally calculate my targets.      I hear the fill on the phone,  and repeat only the price, Then I, place my STOP LOSS order and target orders,  ie     OK...  Sell 3  xxx.xx

Stop,   Buy 2  xxx.xx  MIT.    He repeats,  I acknowledge each order and I 'm off the phone .

There are techniques that use 1 or 2 minute charts to get  an early signal, but even if you are using a one minute bar to get your signal, you still wait for the bar to close and you are still ready with your order at the time it closes...

Characteristics of a Price Bar

There are five characteristics of any bar that should be noted.  These facts will tell you much about the bar to follow.  These characteristics apply regardless of the bar duration (1 minute or 1 month).


1.
Is the high higher or lower than the last high?


2. 
Is the low higher or lower than the last low?


3. 
Is the close higher or lower than the open?


4. 
Is the close higher or lower than the midrange of the bar?


5. 
Is the close higher or lower than the last close?

Think about that ...  When a bar compared to the previous bar has :

a higher high      (HH)

a higher low        (HL)

its close is higher than the previous close.   (CHC)

its close is higher than its open                    (CHO)

its close  is higher than its own mid-point     (CHM)

This is a confirmed up bar.  (the reverse is also true)


Pivot Points

Calculate pivot points as follows:

Pivot point (A) = (H+L+C)/3

New High = (A*2)-L

or

Nu-Hi or Inside High

New Low = (A*2)-H

or

Nu-Lo or Inside Low

High High = (A+NH)-NL
or Hi-Hi  or Outside High

Low Low = A- (NH-NL)
or Lo-Lo  or Outside Low

H = yesterday's high

L = yesterday's low

C = yesterday's close

These pivot  points offer interday Support and Resistance zones used by many and can serve as price targets and directional references..

Calculate them in your Worksheet or use an indicator to plot them on your charts.

Projected High/Low for Tomorrow

Tom DeMark's Method

The following are formulas for projecting the high and the low price for tomorrow.  These formulas are from Tom DeMark's book The New Science of Technical Analysis,  pages 193-195.  This book is suggested reading.

These calculations are not intended to be traded, but can be used as benchmarks by which to establish reasonable estimates of the high and low for tomorrow.

You can build these formulas right into your daily Worksheet.  Using range names, name the values as follows:

Yesterday's High=H

Yesterday's Low=L

Yesterday's Close=C

Yesterday's Open=O

IF yesterday's Close was less than the Open then, Tomorrow's High =

(H+L+C+L)/2) -L

IF yesterday's Close was greater than the Open then, Tomorrow's High =

(H+L+C+H)/2) - L

IF the Close = Open then, Tomorrow's High = (H+L+C+C)/2) - L

To calculate tomorrow's low, use the same formulas but each time subtract the high instead of the low.  In Lotus 123 the logic looks like this:

Projected High for tomorrow

@IF(C<O,((H+L+C+L)/2)-L,@IF(C>O,((H+L+C+H)/2)-L,((H+ L+C+C)/2)-L))

Projected Low for tomorrow

@IF(C<O,((H+L+C+L)/2)-H,@IF(C>O,((H+L+C+H)/2)-H,((H +L+C+C)/2)-H))

Alternate Method

In my view, there are formulas that provide stronger projections than Tom DeMark's method but they cannot be projected until the close of the first and second hour of trading each day.

These methods were given to me by my mentor, BEK.

Daily Projections

These projections work like this: Calculate 80% of each of the following three values:

Yesterday's Range =  YR  (Find the range, subtract the low from the high)

3-day average range  = 3R    10-day average range  = 10R

Then at the end of the first hour, find the high and the low of the day thus far.

By adding each of the three values (YR, 3R,. and 10R) to the first hour low, you will find three projected highs.  They represent a range where the day's high can be expected to occur.

By subtracting each of the three values (YR, 3R, and 10R) from the first hour high, you will find three projected lows. They represent a range where the day's low can be expected to occur.

Do the same thing at the end of the second hour also.  Over 80 percent of the time the daily high or low will be set in the first two hours.  Thus you will be projecting the other.

Weekly Projections

I project the week in 3 ways:

a.
Week's Closing price plus 80% of last week's range = Projected high .. Week's Closing price minus 80% of week's range = Projected  low

b.
Weekly low to date plus the 3-week average range = Projected high   Weekly high to date minus the 3-week average range = Projected Low

c.
BEK projection (most accurate)


The High of the first 2 days of the week, minus the 3-week average range  = Week low


The Low of the first 2 days of the week plus the 3-week average range = Week high

Monthly Projections

a.
Last month's low plus 80% of the 3-month average range = Projected high


Last month's high minus 80% of the 3-month average range = Projected low

b.
Month to date high minus 3-month average range = Projected low Month to

date low plus 3-month average range =  Projected high

No method of projection is surefire, but these methods are starting point for developing projection formulas to give you some insight and establish some levels of price movement expectation.

Delta Turns

There is a theory that each day holds a special opportunity and that at certain times of the day (depending on the day) the market will behave in a certain way.  I think it was Welles Wilder (WW) who published this information and called the times of the day "Delta Turns."  My mentor (BEK) researched the concept and came up with his own turns.

This is not a trading system, but an alert that at a certain time the market will, may, could, might, or perhaps will change its direction.  Although I have only  used the turns on the S&P, I believe they work in all markets. The good part about these turns is that they are surprisingly accurate. However, one of the conditions of using the turns is that they can occur 45 minutes before the noted time or 45 minutes after.  If you refer to 15-minute charts, you will note  the turns are most often within 15 minutes of the noted time.

When I first started using turns, I used BEK's times.  It was some years later that BEK told me that he had learned of WW's times.  To the best of my knowledge, the turns below are the ones developed by WW.

The days are identified by colors and the four color names run seven days per week. Thus, in your tracking, you use every day of the week to identify the turns due on a market day.  All times are Eastern Time Zone, and no change is made for Daylight or Standard time


WW Turns:



Red  Days - 10:00 am, 12:40 pm, 3:40 pm



Blue Days - 10:40 am, 3:00 pm



Orange Days - 10:20 am, 3:20 pm



Green Days - 11:00 am, 1:00 pm, 3:20 pm


BEK Turns:



Red Days - 9:45 am, 11:45 am, 1:15 pm, 3:15 pm



Blue Days - 10:30 am, 12:00 noon, 3:15 pm



Orange Days - 10:30 am, 1:00 pm, 2:45 pm



Green Days - 11:00 am, 1:15 pm

So that you can begin your own calendar, here are past reference points:


Color Reference Points:


April 1, 1996
Blue


April 2, 1996
Orange


April 3, 1996
Green


April 4, 1996
Red


April 5, 1996
Blue


April 6, 1996
Orange


April 7, 1996
Green


April 8, 1996
Red


April 9, 1996
Blue


April 10, 1996
Orange

and so on...

Below is the formula for use in an Excel spreadsheet to calculate the color of

the date located in cell G1.

=IF(MOD(G1-"4/4/96",4)=0,"Red Day",IF(MOD(G1-"4/5/96",4)=0,"Blue Day",IF(MOD(G1-"4/6/96",4)=0,"Orange Day",IF(MOD(G1- "4/7/96",4)=0,"Green Day",""))))      This formula was produced  by Glenn Pederson and is  in his Excel spread sheet that you may be using......

I use both the WW and BEK Turns and find value in both.  I have alarms running on TradeStation signaling 15 minutes before and at the Turn time.  I think you will find value in this theory, but remember it is not a trading system.

Trend Lines and Triangles
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Lunch in New York

I call lunch in New York     (NYSE)  from about 12:00 noon until about 1:20pm-1:30pm.    The best thing to do is go back and look at the S&P action during this time. Sometime it is flat, and sometimes the locals on the CME like to run the price around.  Too many times I have been suckered into a position only to find there is no follow through.  Remember, you and I could make the price do just about anything if it were not for other traders.  So when the market gets thin, a handful of locals at the CME can give you and me a bad time.

Just when you think everything is going to be flat for lunch a real move may take off, but remember, we are ALWAYS looking at the most favorable probabilities.  Nothing is for sure except the exceptions!

By the way, the movers and the shakers at the NYSE are the big fund managers, not the floor traders.

I do not follow hard rules about lunch...Sometime I trade during Lunch, sometime I don't.     Just pay attention...   

Watch for the Break-out at 125  (1325),  Sometime its false....Be alert. 

Money Management
It is very difficult to make money trading in both directions (trend move and counter-trend move) with ONLY one contract.  When trading one contract you must wait for only the best possible signal and then grab maximum profit.

I enter with three contracts, take off two at a 40 or more point target, and then  work the last contract for the long term.  So if, for example, I enter a counter-trend move with three contracts, take off  two at 50 points, move my trailing  stop to break even on the last contract and get stopped out, I have 100 points.

If you enter the move with one contract and the price moves 50 points prompting you to move your trailing stop to break even, and you get stopped out, you have ZERO.  If you wait for 100 points to move your trailing stop to break even you can still get stopped out at ZERO.

Targets

For best results, when trading more than one contract, assess the strength of the trend and take off one or more at a given target price.  Wait until the retracement near your entry point has been completed before moving the trailing stop on the remaining contract(s) to break even.  Then move your trailing stop to lock in profits, as soon as possible, thereafter.

There is a general rule that you may consider....    Wait until the price is 2.5 times , your initial risk, away from your entry point before you move your STOP LOSS to Break Even...   In a COUNTER TREND MOVE, forget it.

So you enter , your initial STOP LOSS is 95 points  away....  So wait until the price has moved 190 points away from your entry before moving your STOP LOSS to Break Even.

On a trend move this works, but you may want to modify the rule to fit your style...

Stop Loss  (SL)     Placement

First, let's agree we need to establish at the entry of any trade a maximum loss  we will accept should the market turn against our trade.  If you are following the TREND TURN entry system, then the first line of support or resistance is somewhere just under the Reference bar on a buy signal or just over the Reference bar on a sell signal.

What does "somewhere" mean?  There was a time I used one tick as my stop. Then after seeing the price return to my stop placement point very often,  I moved my stop to three ticks.  Now after seeing the price return to my stop from time to time,  I'm now using 5 ticks unless I tell you otherwise and I'll tell you why.

If you can't stand the risk, do not enter the trade.  It's not a matter of where.  If you place your stop closer, you are just handing the other traders your  money.

But such a rule of thumb is of little value without knowing the other conditions:


What is the trend?


How long is the Reference bar?


How strong is the ADX?


Is there strong divergence in the RSI or other indicators?


Is the top / bottom of the Reference bar the high or the low of the day?


How many points are there from the entry price to the potential stop


placement area? 


Can you stand that much risk?

There are so many variables that exact stop loss placement is difficult to know in advance.

If trading with the trend, with confirmation from other   indicators, three ticks  should be enough but try these rules of thumb.

 
If the trade is low probability with high risk, use 1 tick

 
If the trade is high probability with low risk, use 3-5 ticks

 
On BEK trades use 1 tick over/under the signal bar

 
On 1-2-3 trades, with the trend, use 3-5 ticks

 
On English trades, use one tick beyond the English fail point.

The best way to know  is through experience.  In these cases, we are talkingabout the S&P.  Other markets will have to be studied to know how far thestop must be placed.

Trailing Stops   (TS)

The primary purpose of moving your stop loss to a trailing stop is to lock inprofit or move to a break even point.  Trailing stop placement has more to dowith the trader's profit goals than any rules.  Also, current marketconditions must be taken into consideration in T/S placement.

Let's first discuss some ideas (not always rules).

100-Point Trailing Stop     

What you are saying is that you will GIVE themarket 100 points to move  around within.  You believe that the price willnot retrace 100 points to get your stop.  Because you don't know if themarket has moved as far is it willgo on this move, and you don't need the last 100 points of profit, you will just  GIVE THE MARKET ROOM TO MOVE.

If the price is moving 300 points per bar, is 100 points enough room?  If your gal for the day is met with the last 100 points, is 100 points too much?

So the 100-point "rule" may or may not be OK.  If I see the last 4-6    ( 5-minute)  bars of 50 points turn into a 7th or 8th  bar of 200 points, I'm taking  as much as I can get.    Its not that hard to tell an "exhaustion" bar.   Judging the market's action is the job of the trader.  Moving a trailing stop is the greatest challenge of all.  Some say it's an art form.

One-Minute Bars

A TRAILING  STOP method that will keep you in a trade longer WHEN THE MARKET IS  TRENDING UP  (ADX over 30) is to use the 1-minute bars.  Once into a trending  move, go to the 1-minute chart.  If prices are trending up, place your TRAILING  STOP three ticks under the last down move as long  IF there is a TREND TURN sell signal followed by a TREND TURN buy signal.  The bottom formed is the place for your stop.

  However, if during the time you are watching the 1-minute chart the 5-minute bars confirm a sell  signal, what do you do?  This is what I mean about the difficulty of trailing stop placement.

The reverse is true if the market is  trending down.

SSO

When the SSO indicator goes into the overbought zone, then trail your trailing  stop one tick under the bar with the highest closing.  Likewise, if the SSO  goes into the oversold zone, then your TRAILING  STOP goes one tick over the bar with the lowest closing. 

Spike Bars

Spike bars can indicate both the beginning and the ending of a move, so when

the Spike occurs 5-7 bars into a move, it's telling you something.

There are those who suggest that when a Spike becomes obvious that far into a trade, exit at the market just before the bar closes and take advantage of positive slippage  that is, while the price is still moving in your direction, grab all you can get.  By waiting for the price to turn against you, the slippage will surely cost you more.

Spike bars late in a move attract retracement.  I put my TRAILING  STOP under a 150-point Spike, with confidence that the price had plenty of room to move only to have the price retrace 175 points and get my stop, then to turn and continue up for several more bars.  I would have felt so much better had I grabbed half or  more of that bar's profits.

Other Considerations

 
If your trade is approaching an English Reference Point, move stops tight or set the English Reference Point as the target or price objective.

Remember, the English Reference Point is a MAJOR support or resistance area.

 
When a move approaches the 8th bar with higher highs or the 8th bar with

lower lows, begin to tighten your TRAILING  STOP.

 
When the price begins to approach the price objective of  "M," "W," or "head-and-shoulders" patterns, begin to tighten the trailing stop.  There are some prices where stops don't do well.  Avoid even points like 654.00.  If the price is above 654.00, I either put my stop at 653.85 or grab profits.  653.95 is almost as attractive as 654.00.  Also avoid .50 (i.e., 654.50).  Try 653.35.  Some will say the even (654.00), half (653.50), and quarter (653.25 or 653.75) are attractive also.

 
Also remember, don't move your stop until the bar has closed.  Let the market tell you where to place your stop.  Basically, this should be where the market WON'T GO,   AND IF IT DOES GO THERE,  IT MEANS THE PRICE IS GOING IN THE OTHER DIRECTION.

When the market is very thin (very few traders), the floor traders can take the price anywhere they want.  When is it thin?  During lunch,  the afternoon before major long weekends or holidays, and when major reports are due tomorrow or the next day that will affect price and value.

On Friday March 15, 1996, everyone knew it was Triple Witching Day, and everyone was waiting for the action to begin.  The traders just ran the price up and down for over an hour.  Then after the action was over, it was Friday afternoon.  The big move was done, so the floor traders ran the price up and down for the last hour.  Stop placement won't help you much at times like this.  It may be best to stand aside.

Stop placement takes much consideration.  Your two emotions (greed and greed) are in conflict.  Greed wants you to stay far enough away from the action to remain in the trade.  Your other emotion, greed, wants you to capture all the profits you can, NOW!  Control your greed and look for major support and resistance points to help you locate your stops.

Taking profits is NEVER wrong, but you will do best by squeezing out the maximum a move has to offer.

RSI  Divergence

Often divergence in the  can be a strong  confirmation  of an entry signal.    Combine divergence with the right signal and  improve  the chances of  winning tredes.     Here are some examples of 

RSI divergence....  
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SETUP for Charts

Let me suggest you review these setup procedures and begin to watch these charts a few days before we get started.   I want you to be comfortable with these setup procedures will work well on all markets.

Set up the following charts using these settings.  I will suggest colors, but it's really up to you what colors you use.  I don't see us referring to a line by color. Just a  suggestion.

Set all times on your charts to US Eastern time zone  (NYSE).  We will always identify bars by their TIME.  We must have the same times on our charts.

Set all indicators (Options) to 50 bars back and plot every tick.

Primary Chart

Five-minute bars, day session only.   Front contract      DSP  or    SP

All charts will be candlesticks.  If you have used candlesticks, it will be helpful.  I think you will find them much easier to read.  If you really don't  care  for candlesticks that's up to you...but for this course we will be referring  to candlestick patterns....some of which you really can't see well on any other  type of charting.    Now when you set your  candles up make the up bars green and the down bars red..   The direction becomes clear at once.

Subgraph 1

 
20-period Exponential Moving Average of the closes.

 
SSO: Enter the following code into your Power Editor, and call it SSO.


Scale the indicator to Screen, and use the default Inputs (40,20,80).



Input: LENGTH(40),BUYZONE(20),SELLZONE(80);



Plot1(SLOWD(LENGTH),"Plot1");



Plot2(BUYZONE,"Plot2");



Plot3(SELLZONE,"Plot3");



IF CheckAlert Then Begin

  

IF Plot1 Crosses Above Plot2 or Plot1 Crosses Below Plot2

 

or Plot1 Crosses Above Plot3 or Plot1 Crosses Below Plot3

  

or Plot2 Crosses Above Plot3 or Plot2 Crosses Below Plot3

 
 
Then Alert = TRUE;



End;

 
LRS:  Enter the following code into the Power Editor, and call it LRS.


Scale the indicator to Screen.



Plot1 (LinearRegSlope(Close,10),"Plot1");

Subgraph 2

 
5-period RSI of the closes (yellow) with a horizontal line at 70 and 30 (yellow also).

Subgraph 3

I have the  MACD ....  Set it up as a single line  Change the settings to 2-5-1.    Draw a horizontal            line at 0  (Zero)    try yellow  or a color you can see well with  your selecced chart background.  

 ADD  Volume (Tick) as a histogram.    Try white or a color of your choice

Add the ADX to subgraph 2...But under scaling set the user Defined max to 1.0 and the Min to 0.0, then the line won't show on your subgraph but you can fine the value in your Chart Status window.    Settings   14 period.      (of late  I put the ADX in subplot 1 in dark red.    Its there and you can tell if its rising or falling but it  does not  add to the clutter.)

You can also setup a 2 or 3 minute chart just like the 5 minute chart to use when the market is very slow or the find closer STOP LOSS points.

One-Minute Chart

Also set up a one-minute chart without indicators.  We will use it to move trailing stops (TS).

Trend Tracking Charts

 
Daily (405-minute), 60-minute,   Set these up without the LRS or SSO.


Add the RSI in Subgraph 2.


Add the MACD   With TradeStation Default settings in Subgraph 3.


On the MACD make the MADiff a  histogram, and the  MACD as a solid line  and


the MACDavg as a dotted line.    (your colors)    When ever you use the MACD


use this setup.  (default settings)     Fast Ma    12,     SlowMa   26,   MACDMA   9

 15-minute charts 


set up in the same manner as the Primary Chart.

60 minute Chart

in subgraph 1   Price bars  EMA and LRS

In subgraph 2   RSI   as in primary

subgraph 3    MACD  same as above.

TICK chart...

Subgraph 1    Price bars

Subgraph 2    TICK    (Line on close)

  on the TICK draw horizontal lines  at

+600,  +400,   0,   -400,   -600,   -800

 Weekly and monthly charts with  a EMA.  

We will use these charts  to keep track of the trend (long-and short-term).

Fundamentals Page...I call it fundamentals because its the outside influence.

See if you can get these charts all on one page.

Front contract of the  T-Bonds.    No Indicators..If you are trading the

bonds  or already have a page for the Bonds that's OK..

The S&P Cash or S&P True.   Just a EMA,  (indicators optional)

DJIA ,  EMA    (indicators optional

If you have difficulty with this setup, send me your questions via E-mail.

Because we, no doubt, will get our data from different sources, we must expect some slight differences in some bars.  It's not an issue.  I may show a  signal on a bar and you don't.  That's the way it is.

If you have not used candlesticks before, I suggest you study their patterns.

See the "Suggested Reading" for references.

Building your Daily Worksheet

You will be sent EXCEL files that will build this worksheet....Expect them in a day or so.

There are several facts and calculations that you should have at your fingertips while trading.  The best way to do this is to create a Worksheet that  you will use each trading day.  How you lay out your Worksheet is up to you.  Here is what I keep.  You may need more or less information.

  1. Yesterday's O-H-L-C for the contract being traded (i.e., SP6H)

  2. Yesterday's Cash  H-L-C

  3. Blank space to record  today's O-H-L-C for the contract being traded

  4. Blank space to record  today's  Cash  H-L-C

  5. Yesterday's range

  6. Three-day average range

  7. Ten-day average range

  8. Calculations for 80% of yesterday's range

  9. Calculations for 80% of the three-day average range

10. Calculations for 80% of the ten-day average range

11. Space to project today's H-L based on 80% of yesterday's range

12. Space to project today's H-L based on 80% of the three-day average  range

13. Space to project today's H-L based on 80% of the ten-day average range

14. Space to record today's H-L for the first and second hour

15. Last week's  H-L-C and the week-to-date H and L

16. Last month's H-L-C and the month-to-date H and L

17. Last week's range

18. Last month's range 

19. This week's range to date (WTD)

20. This month's range to date (MTD)

21. Three-week average range

22. Three-month average range

23. English support and resistance points plus the calculated fail point

24. Pivot points (Pivot, Nu-Hi, Nu-Lo, Hi-Hi, Lo-Lo) _ calculated on the Worksheet and then lines set on the chart

Daily Trade Record    (DTR)

What you need so that all this about the DTR will be useful is :

A copy of my DTR  to photo copy and use, And samples to show you how I use it. I will post you a copy of this about a week into the course.   But to make sure you receive these items , send me an E-Mail reminder.     When your package  arrives go back over this section.  If you don't have it I will also send you via E-Mail the Commentary for August 1, 1996.   Together , I think you will get a good idea of how I use this form.

It is not essential that you use my DTR.   What ever works best for you............

 I want to provide some explanation of the fields on the form I devised.    I had tried to use other forms that came with books or trading courses, but they did not have the fields I wanted and the order of the fields  did not follow the  sequence in which i thought an order should flow.   So I wrote down an the facts as they were given or received in the process of a trade, from start to finish then tried to create a form that would capture the essential elements of the information.   

Field names  

Time........... There are only 4 fields for time.

In the far left..  Time is the time of the order.  I use the time of the bar from my chart.     The Time under that is the time of fill, if other than the time I placed the order.     So, in a Market order I'm usually filled while I  hold.      But on a  Stop  order  there could be several bars between the order and the fill.   I usually use the bar time when I saw my stop hit rather than the time I receive the call.  The  next two time fields to the right are the times of the target order and the fill.

Act...   Is the "Action"   Buy 3,  Sell 1 etc,

$...   The price of the order or the fill..

Ord...   Type of "order"..  ie.  Stop,  Market,  Market-if-Touched (MIT), Or-Better,   One-Cancels-the-Other  (OCO),   Market- On-Close  (MOC).

Tik....
Ticket number.

Fill...   The price of the actual fill.

Points, Gross, Commission etc.   

Under each trade entry there  are fields to figure out the net profit or loss from the trade and on the  left a field to add up the daily cumulative total.

And I put in a big reminder to " Clear all orders,  NOW ! ".    Nothing will strike a cord of uncontrolled fear  more then to receive  a call from your broker with a fill on an order you failed to clear.    

Early on,  I had that happen..   Had  been flat for over an hour and got this call with my fill.....Of course  my voice went up seven octaves   "What order??? "        It was  a stop that I had failed to clear when I bailed out (exited ) of a trade over an hour before....    When I looked back at where the order was it had been underwater ( at a loss ) for 25 minutes  at one point over  $500 , but by the time I got the call it was ahead by $250 ...

The first big mistake I made  was to  ask for a full days reconciliation of all trades so I could find out who was right.  I did not recall leaving the order open.   That took 20 minutes.  The trade slipped  back to break even during this time.     Then the second big mistake I made was putting a stop under the trade so things couldn't get real bad again.    Well the trade lost some money, not a disaster but it was a loss..

What I should have done....    


a. Had a better record of my trade.


b. Canceled all open orders as soon as I exited the trade.


c. When I was notified of the fill of an unknown order,  given the



order to exit the position and not accepted and responsibility



for it.   The voice recording will prove who is right.


d. Never put a stop on an unknown trade,  If you do,  you adopt the position



as your own.    It really might be a broker error.  

The point is keep good records and CLEAR ALL ORDERS.

When I clear an order I like add the initials of the  broker who took my order.   It really is not necessary because of the Voice recording, but it makes me feel better.      The guys I'm with now are good.    If I exit a trade with open orders they generally say " So you want to cancel  ticket ### etc.    

***************

The August 1, 96   Daily Trading Record is my log of that day.  (See the Commentary )  I just copied it in ink so it would photo copy better .

Here is how the first trade went.  935   This is Arthur  Buy 3,  market .     OK you bought 3 at 642 even,   on ticket 109. 

OK !   Sell 2 at  642.50,  MIT,   and Sell  3 at 641.25, Stop.   (he repeats the order)  that's ticket 110 and 111.

I see the  target hit and call,  (now I know my target is hit  so my first priority is to move my trailing stop, 

Me)  Cancel and replace   (C&R) on # 111,  Sell 1 at  641.70, stop.      He)

repeats  order, That a new ticket  #117.   I have your fill, you sold 2 at

642.45. 

Me)    C&R  on 117 ,   Sell 1 642.25 , Stop.    (He will always repeat my order.)

Me)   C&R on 117,    Sell 1 at  645.95.     and so on until my stop is hit,   I just wait for him to call with the fill..

You can see,  if there are more spaces needed for trailing stops I just go down to the record below.    I use some of the other blank fields to do the arithmetic.      If things are fast I don't calculate anything.  Once there is a lull, I will catch up.

What didn't copy on my DTR is,  in the bottom margin I have some spaces for cross  checking ..     Add up all the points, and commissions and recalculate the results.   The cross check catches lots of little mistakes .

If this form  gives you ideas on how to make your DTR , great.

But the DTR is very personal and your own form will work better for you than

mine will.    

 Remember the reminder.......That way "we" won't  let "me" forget.      

Trading Style, Methods and Philosophy

Surely, there as many styles and methods as there are traders.  But there should be only philosophy...  Profit .

I  do not urge you to adopt my style but if your philosophy is different than mine you may never understand my style.  One of the goals of this course is that you "understand".  I don't want you to follow, or blindly take signals because I describe then,  But it is important that you understand what the market is doing and why I trade as I do.  Then you set your own style.

My main teaching objectives are these:

A.  That you learn many different "Entry Signals"  How many is many ?  Right now I think there at least 12-15. But by the time you have been in the course for 1 - 3  months you should have mastered 10 and know how to use at least 10 more.  

B.  That you learn how to set targets that you are comfortable for you.   

C.  That you learn where to place your initial Stop Loss point,  and then where and 

when to move your Trailing Stops using  logical market support and resistance 

               points to lock in profit.  

Depending on your current skills, experience, training, time you can dedicate to study and existing good and bad habits it will take different lengths of time to accomplish these goals.

If you come to the course with preexisting concepts precepts and "Built in rules"  it can  be a struggle. But if you are open to new ideas and are willing to experience new and perhaps different methods and techniques,   I feel certain that anyone can grasp all this with little difficulty.

Let me give you some examples of limited thinking that can get in your way.

I want to wait for only the "good " or "big" moves....

and,

I will only use $300 stops.

and,

I will only trade one contract lots.

and,

I only want to trade a few (?) times a day.

If these ideas are firmly etched in stone in your mind, this course may not serve your best interest.    But if you are open to other ideas, there are opportunities here to explore.

The Good or Big trades 

There are a few on most days but many of  the big moves look just like any other move on the first few bars.   But if you redefine terms and call a trade that makes you money a GOOD trade.   We will be thinking alike.

Dollar amount stops.
The market dictates the terms of how big the stops will be.  And the market does not care about the size of your trading account.   But if you want to limit your Stop loss point by a dollar amount.  Either you won't trade very much or you will be making some major contributions to the accounts of other traders.    Support and resistance areas will dictate Stop Loss placement. There are ways to recognize certain signals and conditions leading to moves of greater magnitude.

One Contract Lots.

One contract lots can work fine in position trading. but the movement of the S&P during the day leaves a one lot trader at a huge disadvantage.    It is not my intent to encourage you to do something that you feel is beyond your means.   I do hope to expand the scope of your thinking so that you can find profitable trades   where before there  were only losses.

Limiting Daily Trades

How many then,  is the right number for you ?   And what if the market offers you far more ??     You then are forced to pick and choose.   The stress of making the decision to enter a  trade is great enough without piling on  another decision .."OK this is  a good entry signal, but is this the one I take or pass ?  "  Can you imagine dealing with that problem also.   The reality is that you will find yourself  missing the longer moves and taking the lesser ones, only to become more and more discouraged.

Open your ideas to the opportunities presented by the  price action each day and avoid placing artificial barriers in your own path.    

This course is not about how much risk you take, or how much you trade or even how many contracts, its about understanding what the price action is telling you and how to use it to your advantage. If you learn nothing else,  learn to read the movement and understand the probabilities of what is about to happen next. 

Targets and "Bail Out"

How and when to place the entry order.

As I have suggested elsewhere in the text, wait until the current bar closes before you take action.  That means before you enter, move a stop, bail out or anything.   Give the bar time to close.

But when the bar begins to form the entry signal I'm waiting for, I am ready to take action.   I have  a large  clock near my computer with a sweep second hand.   When the bar is in its last minute of formation I get things ready. If this is an entry order I am about to make, I already know where my Stop Loss point is  so that is written in my Trading Record.

Within 20-25 seconds of the end of the minute, I have dialed the phone (auto redial)  and my broker will answer within 2 rings.  At that point I have already written my Stop Loss point into my Trading Record.  And as the bar is coming to a close,  I hear the pit answer,  Yes Arthur,   (then he will repeat the last bid and offer).   Now I am looking at the  close of the bar and the price is in my Chart Status window.    There are only seconds between the close of the bar and my order.... "Buy 3, Market"....   (This is the S&P pit and the broker knows I'm not buying Bellies or  Beans....he also knows I'm talking about the current contract.)   He repeats my order,  And then shouts to someone and I can visualize the hand signals flash the Buy order.     I hold for a fill, and in

those few seconds I mentally calculate my targets.      I hear the fill on the phone,  and repeat only the price,    Then I, place my STOP LOSS order and target orders,  ie     OK...  Sell 3  xxx.xx  Stop,   Buy 2  xxx.xx  MIT. He repeats,  I acknowledge each order and I 'm off the phone .

There are techniques that use 1 or 2 minute charts to get  an early signal, but even if you are using a one minute bar to get your signal, you still wait for the bar to close and you are still ready with your order at the time it closes...

Setting Targets

I don't have a formula from which to calculate what my target should be for my first 2 contracts.  At least none  that I consciously apply.    When I first started using a target, my mentor suggested 40 points.   So that's what I began to use..    I recall being very skeptical and over a period of 3-5 months applied the 40 point target to over a thousand paper trades to see if it was really effective..   Once I was satisfied  that 40 points would make me money,   got into a habit of  using 40 points without questioning or even

thinking about changing the target to fit the  volatility of the market.   Over time, it became clear that there was something missing and I began to use judgement to use longer targets.   It  was something I had to think about, or I would fall back to 40 points.

Then I just moved to 50 points.

I liked the fact that I had locked in a full point quickly.    But I still must actively think about making my target fit the market... So I get into a habit of doing the comfortable thing...Its  stressful enough to enter.... I have don't want more stress waiting for a target to get hit. But over time I am learning to judge when I can make my targets larger.   It

is my view that this is not the place to be greedy..   A reasonable target of 50-100 points works well.  I still have one contract still open and can trail my stop for a maximum profit....

I believe,   "It is never wrong to take profits"    If  the target is too large then the risk goes up..    

Once my target is hit I do move my Stop Loss point to Break Even on the last contract, and I do this before the bar is closed... Then when the bar closes I see if there is room to move my the stop again. Of course the next goal is to lock in some profit on the last contract also.

The greatest single benefit of entering with more than one contract is being able to capture profits almost at once.   This greatly reduces the risk. Remember the longer you are in a trade the greater the risk.   When I enter 3 at once,  and 2 come off with a  profit in 5-15 minutes ,  my trade is, then, in an (almost ) no risk condition....  If you enter with one contract you almost never move your STOP LOSS point to break even after the price has moved only 50-80 points.    

As you begin to trade 3 contracts (even on paper) use short targets,   And move your STOP LOSS point to be as soon as there is room to do so.    As we go on we will discuss when to move the STOP LOSS point and how to judge how long to make your targets.    But as I have stated before....Please do not trade these signals until you have paper traded them many times  and you fully understand how they work.   Take your time...

My own "BAIL OUT" Rules and reasons.

I know a signal has a life span.   A signal is some specific price movement that forms a pattern that I recognize as the beginning of a continued price move.    When I see what I think is that signal or pattern, I enter based on past experience.  When nothing happens for 15 - 30 minutes, I have to conclude that what I saw was NOT a signal, but just some random price movement. 

The longer I stay in a non productive trade the greater the risk.  The great thing about this method of trading is the move to a target locks in profit and generally locks my remaining contract at break even.  To hold a position open with out profit for 30 minutes is increasing the risk exponentially. Normally I will bail within 20 minutes, if underwater.  If I am near Break Even I will hold perhaps 5 - 10 more minutes..  .    I have had 75% more trades turn against me when I have held over 20 minutes,  than have gone on to make a profit.    You develop your own rules.  And what ever they are stick with the rule or change it.  Try to avoid violating it.

The Tick 

As you know the Tick represents the net difference in the number of advancing issues,  net of declining issues, or the reverse...   That sound complicated.. If there are  2000 issues advancing  and 500 declining...  Then the Tick will be +1500.   But if there are  2000  declining issues and  only 500 advancing then the Tick would be -1500..    You get the picture.     The Tick is more often found in a rang from +400 to -400.   I have seen the tick at +1200 and also at -1150.

An example of a day when the Tick and the futures contract go in different directions was  9/13/96   on the DSP6Z contract.  The Tick started off up over +900 on the open but began to decline and by 2pm (NYSE)  the Tick was near 0 or natural and the Futures price was just starting to turn down. That is  an example of divergence in the Tick.    But on that same day  the Tick opened at +740 and the  DSP6Z gaped open about 6.00 points.  

So if the Tick is way down  ie  -800, then it is likely the value of the S&P will be down, even if just for a while,  The reverse is also true.

There is perhaps a  closer relationship between The Tick and The True S&P 

( ie  the Cash)  Than  between the S&P and the DJIA.     The DJIA is made up of 30 industrial stocks,  While the True (Cash)  S&P is made up of 500 stocks traded on the NYSE.   On extreme days there may appear to be no relationship at all.     Several books point out that when the tick gets over +400 or under -400 look for a change in direction .   Profit taking will come in and the market will change course.    

There is no direct numeric ratio between the Tick and the futures contract that I am aware of, therefore we are looking for relationships.   It is a matter of gross comparison..   When the TICK is "way down"   the S&P will go down.   The reverse is also true.    +400 or -400 on the tick are starting to be extremes...  

If you have your  Tick chart and the Futures chart on the same page.  Page back and look at the relationship...

The Tick, the DJIA , the Cash and the Bonds are the "fundamentals"  of the S&P futures contract.   Unless you know how to trade the "fundamentals",

stick with technical trading.   

Drawing Trend Lines

The best guide on drawing trend lines is DeMark's  New Science of Technical Analysis....   The Trend Line is a valuable tool  in determining a change of direction in price movement as well as confirming the existing direction is intact. 

The easiest way to tell you how to draw trend lines is to connect  Swing High points on high trend lines and connect Swing Low points on low trend lines. High trend lines are drawn while the price is moving down.  Low trend lines are drawn  when the price is moving up.   

There is no easy way to "tell" you how to draw or read trend lines but I can show you many examples in charts of where the trend line should be drawn  and how to read the Break out when price changes direction.

Check to see if you received the Trend Line files..   They will have file names like  tl913.pcx   .  If you didn't find them in the material I've sent and I'll see that you receive them promptly.

Support and Resistance    (S&R)

Support and Resistance are  basic elements in estimating when and where price action may stop ant reverse or pause before continuing.   S&R points or zones are most often where the price had treed to go most recently but did not. When a recent low is put in and the direction starts up, it is because the

price hit a support point and could go no lower.   That low could last for only minutes or months.   The same is true for highs.    A record high can last for years.  

There are artificial S&R points such as the "Pivot Points" . Each has its effect on the price action.    See the charts named "s&r"  for some examples of support and resistance points.   As we go on in the course I will point our how to use these points in trading.     S&R points identified the same way regardless of the market or the time frame.     Let me know if you don't find you s&r files.

>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>

This next item by Philip York is added here because of the insight it offers.

FUTURES MARKET REALITIES

For every rags to riches story in the markets there are a dozen sad stories.  Most are lured to the markets like those drawn to stardom, by the hope of striking it rich - seemingly short 

hours, fast cars and fast times.  Few novices realize at the start how much work and how much stress is really involved.

In the trading pits the stories are much the same with about a third of the Chicago exchange memberships turning over each year.  The risks are enormous and the trading, fierce.

Volatility in these markets is generally far greater than in the underlying commodities as traders push prices around in an attempt to not only account for future events but knock other 

players out of the game.

Despite the dog eat dog existence of the trading pit camaraderie is strong amongst many players.  If things get tough for one the support on and off the floor for the suffering trader would sometimes astound your local charity.

The basic function of these markets is risk transference (insurance).  These markets allow even a private individual to take on a portion of the market risk borne by large multinationals.  Thankfully the markets facilitate one exiting positions as quickly as they may enter.  In achieving this function these market are instruments of almost pure speculation - not much unlike the nags and the dogs.

In the markets there are two sets of rules, those made by regulators in government and at exchanges, and the rules of the floor.  Normally, if there is a conflict it is the rules of the 

floor that win out - unless legal action is brought to bear (which is almost never).  The rules of the floor are not written down anywhere and vary from pit to pit, but traders soon learn.

Local traders fight to stay as close as possible to the biggest brokers.  The flow of paper keeps the pit alive.  If a local can't handle a 100 lot order on a one tick move he won't last long near a busy broker, bigger locals will chase him away.

This paper flow makes these brokers powerful people, simply looking another way a broker can make a local rich or poor.  So, if a broker makes a loss, locals often offer to help out by 

taking a loss, knowing they will be repaid some time later, generally at some customers expense.

This biased jostling compromises competition for speed where the large locals are given preference on orders that smaller locals may be happy to partially fill at better prices.  This 

natural expression of free market capitalism can ensure that the big boys keep their margins while the small players struggle to survive on the scraps.

Of course there are other tricks where a local seeing a large order being signalled into the pit for execution will jump in the market in front of the order in the hope of riding the short term wave  - of course this process worsens the clients execution, it's just one of the many holes in the system.  Then of course there is the safer, although less legal alternative of simply rewriting history when local and broker meet to confirm a trade.

Getting Good Fills

Getting good fills is largely a function of speed and priority - how fast you can get your order to the pit, how good your people in the pit are and what priority they place on your orders.  There are a great many variables that determine the quality of your execution - following are some of the majors:

1.
How long it takes you to get through to your broker.

2.
How long it takes your broker to relay the order.

3.
Whether your broker calls a central order desk or calls the pit directly.

4.
The location of the clearing members desk on the floor in relation to the pits.

5.
The size of your order.  Floor brokers prioritize orders by size, where larger orders tend to be given priority over smaller orders.  This prioritizing means that smaller players can sometimes be better served trading in smaller pits where small orders are the norm.  These are the rules of the floor, not the exchange.

6.
The type of order placed.  Exchanges generally set guidelines, such as those depicted below, as to what are acceptable orders on the floor, but with the lure of money if a broker wants your business he will execute whatever you ask - the problem is priority.  The over-riding principle here being - the more complex your order the lower down the priority list it goes.

Order Type
COMEX
KCBT
CME
IMM
CSC
 NYFE
CBOT
NYME
NTCE

Stop Limit
        Yes
No
Yes
Yes
Yes
Yes
No
Yes
No

Market If Touched
Yes
No
Yes
Yes
Yes
Yes
No
Yes
Yes

Market On Close
Yes
No
Yes
Yes
Yes
Yes
No
Yes
No


Top of the list is the Market order, this is where the broker just yells down to the floor to buy or sell.  Next on the list is the Stop order because this effectively becomes a Market order as soon as a price is hit and so on it goes down the list.  Once again, these are the rules of the floor, not the exchange.

GUNNING THE STOPS

It's not by accident that the jargon used by traders is often couched in combat slang.  Terms like "taking a hit" or being "buried" equate financially to their combat equivalents much like being shot in field or stepping on a land mine.

One common game on the floor is called " gunning the stops."  This is where locals on the floor push the price around in an effort to set off stop levels held by brokers on behalf of 

clients.  The tactics are much like ambushing the enemy trenches, hoping to kill the enemy by blowing the enemies munitions.

Prices may be sitting near a significant level, lets say near a low.  The locals know from experience that if prices go through that low there will be a whole lot of people selling their 

positions at bargain prices to liquidate.  Knowing this, large locals will often start a selling spree to push prices lower in anticipation of being able to buy back at the lower prices as 

the client orders to liquidate are triggered just beyond the level.

Also, if the market is very close to a significant level locals will sometimes high tick or low tick the market.  This is where two locals will make a small trade between themselves not far 

beyond the current action in an effort seek out client order resting nearby.

Of course any market participant can attempt this type of play, however the local members pay dearly for their membership facilitating far better control of their fills in these scenarios.  Its all just part of the game.

OF OPENS AND CLOSES

Following is a description of the policy of the Chicago Mercantile Exchange (CME) regarding market quotes.  Although the procedures detailed here are not necessarily valid for all 

exchanges the information is generally valid in the broad context of things.

The Open, Opening range, Opening time span.

From the opening bell all orders placed as Market Orders before the opening time are executed at the market.

The prices vary as this Opening Session proceeds, however not quite as usual.  During this initial period trading is so fierce and volatile that prices are quoted as an Opening Range 

rather than a price .  For unscrupulous traders this can provide an irresistible opportunity to fill shorts near the low and longs near the high of the range.  Trading ends when all the market orders have been executed.

The time when all pending trades are consummated is the closing time of the Opening Session.  This also determines the duration of the Opening Session or Opening Time Span.  The price range of this session is the Opening Range, and the arithmetic average of the price range (not weighted by the number of contracts in each trade) is the official Open price.

This is the market Open that data vendors such as Commodity Systems Incorporated use for their daily updating service, although I prefer to use the first actual trade as the Open.

The Settlement Price, Closing Range, Closing Time span

Orders designated as Market On Close (MOC), are orders placed by customers with that designation, prior to the beginning of the specific Closing Time Span.

As we move more towards 24hr markets these style of orders are becoming less and less common, none the less their execution depicts some curious exchange rituals.

A designated number of seconds before the official closing of the relevant contract, all orders designated as Market On Close are executed at the market.

Trading ends when all the orders so marked have been executed.  This trading may go beyond the official closing time.

The time when all pending trades are consummated is the Closing Time of the Closing Session.  This also determines the duration, or Closing Time Span of the Closing Session.

The price range is the Closing Range, and the arithmetic average of the price range (not weighted by the number of contracts in each trade) is the Settlement Price.

Contrary to the practices for defining the Opening Time Span, which make all Opening sessions begin at the same time for different pits , the Closing Session begins at different times 

and is a function of each market.

The variation on the commencement of the Closing Session is set by exchange. For example at the CME, the Closing Session normally commences 30 seconds before the official closing time, 

except for the Currencies where it is about 60 seconds. The Closing time span at a given pit ends when all outstanding orders (time stamped before the Closing Session began) have 

been executed.

ROTATIONAL OPENS

The official Opening Range used for setting the Open, as discussed earlier usually takes a minute or two, however, there is another unofficial Open that most traders do not know about, 

nor how to incorporate it in their trading.  This unofficial Open pertains specifically to the New York markets that use a procedure of opening each market's contracts in sequence 

(rotation).

The rotational opening of markets is a practice where trading in the front month opens initially for a short period, then it closes and the next month out is opened then closed, so on down 

the line until all contracts have established an Opening Range.  Once this has been accomplished all contracts are opened simultaneously, sometimes at dramatically different 

prices to the "official" Open.  The time between these "Opens" can range from a few minutes to almost half an hour with delays generally coinciding with extreme volatility making matters 

worse for those off the floor.

This practice can also enable the floor brokers to clear out outstanding orders at prices that best suit them (ie. often to the disadvantage of the clients), however this is always balanced by 

the broker's desire to keep the client and the persona of the particular pit.

An extreme example of this occurred on June 27, 1994 when after a weekend freeze in Brazil the Coffee markets opened about 50.00 cents per pound higher than the previous close .  At 9:15 

the July contract opened at 175.00 and in the next 60 seconds established and unprecedented Opening Range of 7.00 cents, from 173.00 to 180.00 - then trading stopped and the markets went into rotation.  A full 35 minutes later trading resumed at an "unofficial" opening price of 161.00, a full $7,125 per contract from the high of the Opening Range.  Great if you were 

taking profits, but horrendous for those looking to buy on the Open.

One CTA I know in the US refuses to use the "official" open and only relies on the second, unreported, unofficial open - when all contracts are reopened simultaneously.

The New York pits are notoriously tough, however the level of fraud, corruption and volatility varies with the personality of each pit.  The Italian Bonds being far more murderous than the 

German Government Bunds for example, even though both trade at LIFFE.

One common excuse used to cover mistakes (or fraud) is termed the "Three Minute Rule."  The basic idea is that US floor brokers have up to three minutes in which to complete your 

transaction.

Interestingly there is no mention of this rule in any of the rules and regulations of any of the exchanges I am familiar with.  A floor broker who receives your order is legally bound 

to execute your order "openly and competitively by open outcry... "  If a floor broker holds your order, even just for 15 seconds to execute a friends order in front of yours, he is not executing your order competitively and is committing fraud, pure and simple.

Obviously with the rate of transactions many honest mistakes occur that brokers and locals generally sort out fairly, although often not legally (such are the limitations of the regulations).  A recent example of this occurred with our own trading in Lumber when the market proceeded to tumble perilously to limit (daily limit is $10.00 per 1,000 board feet).  Our order, was $4.20 above the limit yet we were told that the order was "unable" (ie. not filled).  The most likely reason being that the large local that our orders are normally fed to didn't want the order, or the broker simply forgot our order - either way the US floor broker did his best to cover his tracks.

We screamed and the broker agreed to take the order as filled at limit , or better depending how it opened the next day.  The next day the market opened limit down in our favor and the broker was out of pocket US$8,800 for his mistake  (worth covering your tracks if you can eh!).

An even better example was back in 1989 when a fellow Bob Buran received 45  ticks slippage per contract during a "Fast Market " in the US TBond pit six minutes after his stop was hit.  What 

makes this example special is that Bob took the floor broker to task legally over the fill and the CFTC  ruled that Bob should have been filled on the first back tick from where his stop order was triggered .  The legal precedent is Buran vs Lerman  (CFTC Docket No. 89-R290).  This is one of the few precedents where someone has actually taken a US floor member to task.

When reviewing your trades, there are certain points to remember.  The prices on the "real-time" screen are historical prices up to two minutes behind the market.  Not all trades show up on the screen as they are traded.  That is, trades are often reported out of sequence , as is intraday volume because traders in the pit are there to execute orders, not correct errors by the price reporters.  Also, the floor broker in not paid to get you a "good" fill, he's just paid to get you filled.

Above all else, remember your broker is attempting to give you structured execution in an environment sitting on the edge of chaos.

If you have a dispute

If you have a dispute, remember - time is of the essence and it is the squeaky wheel that gets oiled.

1.
On all bad fills, have a standing notice with your broker to immediately facsimile to you a copy of time and sales figures.

2.
If possible have a second source of information.  This maybe another broker you use yourself, or maybe the broker a friend uses.

3.
Don't hesitate to escalate your problems with fills.  Initially by phone, possibly by letter.  US floor brokers must by law keep written complaints on record almost indefinitely.  You should find that the floor broker will be willing to settle with you before this on any legitimate complaint.

4.
Beyond this, your broker, or you can go to the exchange requesting arbitration.  This is hardly ever done, Buran vs Lerman virtually standing alone.  Appreciate first that the brokers have very significant legal clout, even though you may have the law on your side (ie. floor rules do not stand up here).

5.
As with any matter of legal and fiscal consequence, keep a log of your correspondence.

6.
Remember, every trick helps.  This IS the toughest game on the street. 

The main problems in regulation of these market processes is that, unless a trader does something stupid, there is no way to differentiate the crooked from the straight.  Almost all the 

cheating is between 1 to 5 ticks making it undetectable to market surveillance systems as well as relatively transparent to the customer.  If you have a problem - try another floor broker.

As usual the solution does not lie in regulation, but in the market architecture and the value system instilled in people from their upbringing.  The heart of the problem therefore is the open outcry system itself and the price manipulation I speak of will not disappear until the system goes and is replaced with computer (obviously opening itself to another level of manipulation).

Its a jungle out there - watch for Rambo in the pits, he's as dangerous as mother nature.

By  Phillip  York

>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>

Notations, Codes and Abbreviations

1000      Time, no colon    ie  120,  245 etc   **   Time on all charts  is EST   

123        Type of entry signal

TT         Type of entry signal    and a definition of a turn

20/20     Daily bar formation that can indicate a short term trade.

A or a    As Expected    chart notation

AE          Aggressive Entry      

AT          Ascending Triangle   

Bail        EXIT of a trade before the target is hit or stop was hit.

BE          Break Even  ie a  stop is placed  at   BE

BEB        Bullish Engulfing Bar   

BEK        My mentor BEK Trade        type of entry signal

BO          Break Out

BrEB       Bearish Engulfing Bar

B/Eng      Buy / English signal....    

C             Close 

C+           chart notation   Change to the up side  (higher)

C-            chart notation   Change to the down side  (lower)

CB           Confirmation Bar

CTM        Counter Trend Move    against the short term trend

Divg         Divergence     

Doji          Candlestick bar formation....Change of direction

Df             Dragonfly      a candlestick formation**

DT            Descending Triangle

EMA         Exponential    moving average

Eng          English       Type of trade

flat            No position  open     

H               High

Heat         The amount the market goes against your position.  

HH            High high     or outside high   one of the pivot points

HTL          High trend line 

IB             Inside  Bar    

GT            Gap Trade    type of entry  or trade

KCI           Kent Calhoun Inc.

LL             Low Low  or  Outside Low     One of the pivot points

MA            Moving Average

MIT           Market if Touched ,  

Mkt           Market Order

MOC         Market on Close   

NH            New High    or Inside high  one of the pivot points

NL            New Low     or Inside Low   one of the pivot points

O               Open

OB            Over Bought

OS            Over Sold

OB           Outside  Bar   

HOP         High Opening Position

prev         Previous       ie   prev bar.. previous bar ,   Prev day  

pt              Point   or Points

Pivot        Pivot Point

RB            Reference Bar

X 30 <      crossed over 30 going up.         and variations

X 70>       crossed over 70 going down   

RZ            Resistance Zone   or Resistance Area.

SB           Setup Bar

Sig           Signal

SL            Stop loss. 

LOP         Low  Opening Position

SO            Stopped Out

Spike       A bar 2-3 times longer than the avg of the prev 4-5

SS            Second Signal    type of entry or confirmation

Stoch       Stochastics

SZ             Support Zone  or Support Area

S/Eng       Sell  English Signal

TDM         Tom DeMark

TL            Trend line        

Trend       With the trend

TS            Trailing stop.       

Wimp       Smaller than the average of the last 4-5 bars or  Days.

<               Mark on my charts that shows about where my  TRAILING  STOP was placed.

x               Mark on my chart showing my exit  point 

X               Cross   or crosses or crossed

X over       When a Fast  indicator line crosses over the Slow line.  Y

              
When a "Y" is shown after a time( 345Y) it means yesterday or the 

                                                                                   previous trading day.  ie  3:45 pm  Yesterday.

A description of  a  bar  

HH        The high of this bar is  higher than the previous bar. 

LH        The  High was lower

HL        The Low  was higher than the previous bars low

LL         Lower low

CHO      The bars Close was  higher than its  Open

CLO       Close lower than Open

CHC       This Bars Close was higher than the previous bars Close

CLC        Close lower than Close

CHM       This bars Close was higher than its own mid-range

CLM         Close lower than mid-range

How to view  PCX files ..

There are several Vue programs but the one that comes with Windows should be available to all.   "PaintBrush"   You can also use VuPrint, if available.

PaintBrush    (PB)

Open  PB  and then click on  (CO)  the button in the upper left corner,  then CO   "Maximum"   Now you have a full screen to deal with.

There will be tool bars and a color pallet on your screen also.   To make the viewing area larger we will eliminate those functions.   CO "View",  then you will see both the Tools and Pallet have check marks, meaning they are on. CO "Tools", and it will close.  Then CO "View" again, and CO "Pallet" and it will close.   Now you have a full size screen.

Now CO "File" and CO "Open"...   The files are most likely in the download directory or where ever your downloaded files go.   Find the PCX file and CO. Within seconds the chart will appear in PB.    Of course this presumes the file is unzipped . 

Most files you receive from me will be sent as ZIP files.  They up and down load faster.   Your system has to unzip the files before viewing.    If you are using America OnLine, the files are unzipped automatically.  Otherwise contact your Net Access Provider for instructions.      

If you are not using Windows check to see what kind of  viewer you have.

Most will open a PCX file.

To view the files in VuPrint.   Just open VuPrint and fetch the file, "File",  "open"  etc.   VuPrint is a snap and you don't have tools and a color pallet to clear first.

Making PCX files is about as easy.

When viewing a TradeStation Chart there is a menu just above your tool bar.

To the left the last word is "Page", and just to the left is a button bar. CO the bar and at the bottom of the list is "copy to clipboard"    Ctrl+Ins. CO this line and you have copied the screen to the Clipboard.  Its like a snapshot.   What you see os what you copied.    You can do the same thing by holding down the "Ctrl" key and press "Ins".    

Now open PB, max and close the tools and pallet.   Then CO "Edit" and CO

"Paste"....   There is your  chart....

Now to save the file  as a PCX file......  CO  "File"   and  CO  "save as".. Name the file.....    IMPORTANT..   you must add the extension "pcx"  to the name.    Save the file in a directory where you can find it later.       I think VuPrint works about the same in saving the file.

Section   13

Items   Add-ins,  Misl.

Much of the material was recently prepaired but has not been  through final edit and  will be eventually placed in other sections.    Rather than delay providing the information, it is presented here ....

  A good signal bar has the following characteristics:

 
The bar is making a change of direction.

 
The LRS has turned and is going in the direction of the bar.

 
The RSI is crossing oversold (30) or overbought (70) in the direction of the bar.

 
The Stoch is moving with the RSI and crossing overbought or oversold. (However you could eliminate the Stoch and the RSI  plus  LRS would do the job.)

Of course this is  an over simplification.  There are many other factors  that go into making a profitable trade.   This course is about combining all the factors as well as good judgement into the trading process.

********

You know a move may be ending by .....Counting  Bars...

Each time there is a turn as signaled by a Trend Turn (TT)  pattern,  begin to count the bars making higher highs in an up move (or lower lows in a down move).  To be clear, any bar that makes a higher high than the last high bar is counted, even if the old high bar is surpassed by only one tick.  The reverse is also true in down moves.   

Remember a "move" can begin in today's session and end in tomorrow's.  

The theory is that once the count reaches about 8 you know you are getting near the end of the move.     Several schools of thought or of trading philosophy,   begin to look for the move to end after bar 6.     Of course there is no exact count,  but  there are too many examples of trades that go the 8th bar and turn to ignore this concept.    Some believe that the top bar is  #8 or #10 or #13...     (I saw 17  several months back and  in mid 1996 I saw 19.  But they were exceptions .)

The point is to keep track of how many bars  have set higher highs or lower lows  and be alert to a move coming to its conclusion.

The risk starts to go up smartly when you enter a trade in the direction of the current move after the 5th or 6th bar.

There are other indications of a move ending:    

Volume  frequently spikes up on exhaustion bars.     Some believe that a tick count on 5 minute bars of   60-90  on later bars in a move signals the end is near.

The size of the price bars can also signal  slowing or loss of momentum.   When the bar size begins to grow smaller and smaller and then the last bar is much longer with high volume, its a pretty good indication  you are looking at an exhaustion bar.   An exhaustion bar may be followed by additional bars.  So do not assume that the exhaustion bar is a setup for a reversal..

On longer moves  this will  frequently be near an important support or resistance zone.

Bar count alone will help determine if a move is nearing  its conclusion, but it is not definitive, only an estimate.    Couple bar count with the size of the bars,  the proximity of  support and resistance zones and volume and you have the information needed to tighten trailing stops. 

All of the above also serve as very good warnings to be alert to be ready to re-enter in the opposite direction.   

********

On an English Buy (or Sell) it is not  necessary to have the  indicators line up with  the trade .  If you have learned to follow the English, you must conclude that the English is a stand-alone signal, otherwise why do you need it?  If you wait for the price pattern and indicators to confirm, who needs an English....?    But other factors are present and can not be ignored.

Here are the factors I take into consideration in judging the value of an English:

How important is the high or low...   If it is very old and a significant Support or Resistance  point...   I give it more credibility..

If the price touches the English reference point on bar number 6-10 of the move.

If the bar  that touches the English reference point, or the bar following the bar that touched, forms a major reversal pattern.

Then I will take the English....

But if there is RSI divergence,  the Stochastics  turns and the LRS is flat or is turning,.  it all adds up to support the signal.

******** 

Would you please define "tweezer" for me again? I thought they had to be  basically equal. For example, an up bar, then a down that both had the same high.  Is it enough that the bars are similar?

 >>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>

Looking at Japanese Candlestick Charting techniques by Steve Nison page 88

The two bars only have to have equal highs or lows Then on page 90 he shows an example where they are not equal....

The Tweezer is not by itself a reversal signal...   There must be other characteristics that confirm a change in direction...   

********

Definition of a "move"

When the price is going up...A move begins at the low of the last Trend Turn buy reference bar and ends at the top of the following  Trend Turn  sell reference bar..

The reverse is true when the price is going down

********

Arrows on my charts..........

This needs to be addressed so you can read my chart notation and so when you send me charts I can read your arrows also.

Up arrows.   

If I place an up arrow "under" an up bar it means I bought at the close of the bar using a market order.    

If I place the arrow "over" an up bar it means I placed an order to buy on a stop somewhere over that bar after it closed.   The fill will be on the first bar that touches that point at a later time.   Could be the next bar or later.

Down  arrows.      

If I place a down arrow "over" a down bar it means I  sold at the close of the bar using a market order.    

If I place the arrow "under" a down bar it means I placed an order to sell on a stop somewhere under  that bar after it closed.   The fill will be on the first bar that touches that point at a later time.   Could be the next bar or later.

In most cases the entry actually takes place on the next bar.   The arrow points at the signal bar, not the entry bar.

If everyone will use the same notation on charts sent to me it will be most helpful.      I will respond to questions on your charts based on the notation I have outlined here....

>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>

What is an inside bar ??    A bar that has a lower high and a higher low than the previous bar.  So what do they mean ??   

They are either a rest bar or a hint at a reversal.. " Inside bars don't signal."   They only say "maybe" 

Having said that we all know there are exceptions.   But when you see an inside bar you have to see the previous bar that makes this bar "Inside".    The previous bar holds the key.   The previous bar went higher and lower...  That means the price could not go higher or lower during that time.   Now the inside bar is put in and the price didn't go higher or lower...So what does it mean.  A pause or a possible reversal. 

The true definition can only be known by what happens next..  

There is a body of thought that on inside bars you put a buy order 3t over and a sell order 3t under and that's the way you go..   But the inside bar must be put into the context of the move.    If at the end of a move of 8 bars making higher highs, there is a rest bar, you would conclude the rest bar signals a reversal.    However, if,  after the opening bar in the morning,  there are 2-3 inside bars you might conclude indecision.

And still  after a huge spike bar an inside bar may mean rest or consolidation.   But for the most part Inside bars are not signal bars.

>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>

There is another very technical rule you need to know:

Don't enter short when the price is on the bottom margin of your screen...  And don't enter long when the price is up at the top of your screen....  Its not a joke..   

>>>>>>>>>>>>>>>>>>>>>>>
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