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INTRODUCTION

HOW THTS BOOK DEVELOPED

of research

This Dbook began  as a series

certain redundancies end
A TECioas e ave uoRe MaG rate
THE FRAMEWORK

seternine

The purpose of my ressarch is o

Sun broader

Tt should be noted that, though I have made
< statistics, my focus Is not on

v <
including extensiva

digressions on such testing.

OPENING RANGE BREAROUT(ORR)

opening range preskout is definad 2o 2da
e e et el el R e
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should be noted that

when I introduce this
ona T us

4
ontrol group. This will
brovide a better understanding of tho besting

SHORT TERM PRICE PATTERNS

A short temm price pattern &
zacent price action in terms
openings, range size and movas
attempt to guantify market sctio:
£ 4

nalysis of

Dlace

us to take 1arge
he maret ana
orkable unit. Market sction
Ihe tendencics found wiehin

as a partial basis
for taking sction in'Ehe mecket Siach

CONTRACTTON/SXPANSION

contraction/Exzansion

states

he
that the “nsly changing Frem u
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period of movement to a period of rest and back
£o = period of movement. This intorchange betwesn

pter sets a framework for the rest of

Book

INTEGRATION OF ORB, PRICE PATTERNS
CONTRACTTON/XPANSTON

concepts, ORB, price pattarns,
contraction/expansion, provide  the ba
&

Tor naiyziny she sciions of cae markc.

OTHER PATTERNS OF INTEREST

Soe.
cieariy appicable to the
have

provide irection for faturs research
stion

and
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OPENTNG ®ANGE BREAKOUT (oS!

40 Opening Range Breakout (n

ORB) is a trade taken st a predetarmined sasens
bove or balow the opening ranger  Whem enc
predeterainad amount (the strevon) 16 componed’

x called

buy Stop s piaced tha u1t above the high of
£he opening range and 2 meil seap ie ed the
Zome (2WOWDt below the 1w of the opening range.
The £irst stop that is traded is the position od
he other stop ia used as a protestive seq

Tne Stretoh is dstermines by lqowing at the
Brevious ten days and averaging tie of tne
ifferances between tho open for sach day omd tag

20
direet: taken, this 1s called an Opening
Range Breakout Preference (ORRE). muaily thie 10
Some in a merket with a stromg b

2 sacrifice by any means and sarves to empanee
the systen in most cases,
The 0K is effective after fnside days that
have a smaller daily range than the previens come
five dave and for tnat matter atter any gep

the previous day's close but Goee
2 narroving daily rangs relative to. the
aay.

The March Copoer chart marked Hook, NK7 and
IDnrd displays ewamples of a1l the sbove mentionne
7S with the narrovest range  in

st c.e,9.i,n,0, 203 b,

e the proximity of the mext

ctive trade entry at
one direction. In
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- e

prseuar, 2 uning | mpcket

Svides a very clear bims. On the

of
e ol piadlctaniarat miasiez; Gl
Dhah. but the ORB the following day in cach case

Srovides an exeslient entry.
Sap in the direction of the run is a strong
comtimuation and an OREF can be

oren““fogically, any of che pacterns preceding
Shtzy menfionad For the ORE can he ubiiized in
ORBP wnen the car.

ths rust/spx)ngs, hevarsal Gaps, or any snarp
be followed up With an ORBE In the

ng= at 2, ote
2 borings and che marrea vendancy fox
n cour ' neat one sxtreme of the day, The
\pchrusts were not as successful. A e
L = :

$oi""inie can be considered only if a substantial
pmm i realized by the end of the session
Z: he irade is sntersd the clock starts
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ticking. The ldeal trade will show a profit almost
{nctantaneously. The longer it taxes to move away

Duilback to the break-even stop. A trailing stop

yor mise the O and tBariy Babey
&

2t lowst utilize them as a general indlcator of
Bia
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OPENING RANGE BREAKOUT TT
EARLY ENTRY

riy Entry (BE) is defined s a largs price
the firet five

2ily session. Thin

direction of the

5.
e is extremely powerful and is

or rumming market it can 3 to verify

the existing daily rangs for entry.
An open outside the previous day's high or

po: ction
SEEeaeca by the fangs of tha time umit (
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ainuse mar) that is being cbsarved. An incremsed

Fun wichout ‘any counter bar expansion for the

1T shovs similar action to chart 1 mut
with thrust occurring persistentiy
Ainbics rblicviag an (ay. Mad tActimniationt (5]
occurred at nigher levels. The lows in the
accumulation area approxinatoly retraced 38 of
he established range and momcntum dropped on the
ch: aisplays @ Ty BE witl
zed tirer S aifbee: bar: Erpansion
occurred in the second S-mlnvte period showing =
momentun confirmation (2). A counter omencum
.

again at (o). Profits should be taken after an
Shifts in momensum

o 3's but to the

nge
S e B
the lang sice.

o examples of IE failure ars exhibited.
Shact 5 shovs » siiant dome of momentun in tho
second S-alnute period but stlil is 2 val e 1
== m e e e S
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troubla and the resulting inability of the murket
o rall fuzther shovs of momentun at (o =nd
S amrt mtiree e e

o, a Type 11 B8 occurred vith

ba
penetration of Lhe FE extrems at (b) with an
Increased range actually set up a good sale with a
Tisk of 1 tic over (p's) high. lVomentun incraased

Bariy mnory is sssentisily 3 study

ot type of price action that
takes e e i
urgen: entering the mar 3

aistinct recognition of either a profitable or
Gangerous situation. It should be noted tha
airectional moves of this nature aro reiatively
rar ur only 10% of the & =
gays (70%-80%) exbibit rotation or choppy action
2a rst 5-10 ninutes are sluggish and

airectionless without a clear movement avay from
the opening range.
Understanding  the genersl nature of the

range action with a markes gencrally unable to
trend. When trading is defined one can anticipate
Feverkale throughout the session.
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MOVES AWAY FROM THE OPEN - CRITICAL FOINTS

a previous report I researched price moves

significance hefors the marxet begins
accelerate.

Day Structure and Moves OFf the Open

na
st the tome for the rest of the day
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the open when accompanied by a rence sxtens

T the market is 1ndicate
aove b
nrougn

provides sdvances information on day

responsive mode it

Pl e

Tic Volume and the S-minute Chart

T rave sugsested in previous reperts that the
fdeal counter move should be taking b

o
10-15 minutes of the
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Integrating Moves Avay From the Open with Intradsy Charts

an S Simie ar chart with = histogran of

move of this magnitude you should look to buy a

ying a break into one of thass indicated
rice " laveisiccard be'kscechorous nichoRE Lhauee
of other tools. With this knovledge a Spiks on

reaaings sun higher than the previous saven
eriods. New re made immediately though
negating this as an entry poi At (D), the same

i ¢ (D)
price splayed as that of (C). (F) on
D narrouing range digpiave the mecessary qualities
With the bars high penotrated in tho next 5S-min
period (F), but the inabiiity ¢

is faking place. This procedure wiil
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Koep you rrom stepplng in cront of u nigh moentus
move back thr the open before any visitle

The Tables

Several noticeable biases can be see:
studying the Tables. For instance,
kets! percentages are slgnificansly hignar on

moves = he open than on moves below the open.
This refiects the bull market during m £ the
ast period Reans lean to the dovaside with
moves below (he open showing higher percentages,

Cattle to the upside ard Bonds evenly distributed

Approximations can be made on

entages

$48
11y
Kots:
232
it does
indicate someching about the market's nature.
The Market Principle
ests mwpport an important conciusion

foolisn and costly points of entry.
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FRICE ACTION OFF THE OPEN: CATTLE

This: chapter provides eighteen different
tests concerning price action around the open.
Each +est 1is assoclated with a particular polnt
move away from the open;: -slther 22, 50, 100 -or 130
points. The guestion asked i=: What Thas the
market done after ik has moved a certain amount of
points above or below the open? The question 1s
answered with the percentage of times the market
has clipsed abovae ofr below the indicaked price
level, For example, Wo. 17 - a3 130 point decline
helow +thz open. When the market has declined 22
points -below the open &b ‘any fime  during the
perind 1970-1988, it has oclosed lower than BO
points below the open 87® of the time. It- has
rlo=ed below the open 93% of the time. This does
not tell you whether an intraday rally to one of
these prints occurred after the initial 130 point
decline. It only tells you of the chances £for a
cloze balow thega various levels. Chart A
displays the S-minute high/iow for a S5-day period
(Days A th¥d -EBE): Fach day-the size of the initial
move off the open and any move of conseguence o
the other silide of the open iz noted. The circles
represent the counter-moves after the initial move
off the ppen. These designated areas are logical
spots for trade entry. The most noticeable
fegturs - ‘of the chart’ ds8 theé conslsiency: of the
market o have large int;aday counter-moves.
sometimez. Lhey retrace the entire initial move,
providing interesting high probability entries.
Chart B is an expanded version of Day E'= price
action. Note the initial move of 130 pointe below
the ameEn end the resulting CcounEcr-nMove .
Potentlal =ales exist ‘at points 1, ¥ and 3 into
the open minua 50 and 80 Ievel after such & clear
move off the open.

(1)

22 PODINT DECLINE BELOW OFEN

When the market has declined- 22 polnts below the
open it has:

Closed below the open plus 22 points §5%
Closed below the open  71E
Closed below the open minusg 22 poinkts 5BX

INTEGRATION: The market shows 3 tendency to trend
in the directicon of a2 move off the open. Sell a

low momentum Yally after the initial decling.
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(2]
22 POTNT RALLY OFF OPEN

When Tthe market has Tellied 28 polnts .above the
open 1t has:

Clozed abowve the open plug 22 points: S5B%
Closed zbove the open _76%
Closed zbove the apen minus ZZ2 points B6E

INTEGRATION: Supportas +the conclusion that the
markat has a tendency to ftrend after some
definition of direction. Buy low momentum breaks
after the Initial pally off the opan.

(3)

22 POINT DECLINE OFF OPEN AFTER NE DAY

When the market has declined Z2 pointe below the
open-on a day that was preceded by a daily range
lezs than 50 points it hasz:

Closed beleow the open plus 22 points 93%
Closad below the open _B2%
Clozed below the open minus 22 poinis 54%

INTEGRATION: A deprease 1in the open minus 22
point percentage when comparsed to Wo. 1 suggests
difficulty on holding breasks after narrowing
trade. This statistic could refIesct: the Jgeheral
upward biag. Watch for loss of momentum on rally
to the open or higher after the d1nitial deecline.
The S4d% on the'open minps 22 points statistie s
too l1ow £o0 with the initial wesdkness.

(4)

22 POINT RALLY OFF OPEN AFTER NR DAY

When the market has rallled 22 points above the
open on & day that was preceded by a daily range
Iags than 530 points it hag:

Clozed above the open plus 22 points 62%
Cloged above the open BTE
Closed above the open minus 22 points  94%

INTEGEATION:  When compared to the fests aon g maove

20
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22 polnts below the open, there iz & significant
difference: This 1implies that an apward bias was
pregect. throughout the test perfod. If Harly
Entry woccurs oo with the initial move shove the
open. -Otherwlse, buy a low momentum  pullback to
the open or just below the open. Do not step in
front of & momentum increase &0 the downside,
especially when 1t i3 moving to new lows for the
day. Wait for & shift in momentum bhack to up on
the 30-minute chart or S5-minute Cchart.

(5]
50 PQINT DECLINE BELOW THE OPEN

When the market has had 8 50 point decline belaow
the open it hasg:

Clozed below-the open plis. 22 points 94%
Clozed balow the open BEE

Closed below the open minug 22 polints  T9%
Closed below the open minus 50 points B3%

INTEGREATION: The percsntages are hot as high as a
50 point rally above the open. This suggests an
upward bias present in the data. The percentage
at the eopen is exbremely interesting. Sales on
low momentum pullbacks should be considered. The
reasonably hilgh chance of a ¢loze below the open
minus S0 point Jewsl suggests that:. the mors
defined the trend during the session, the better
the chance of 1t continuing. A S0-polnt move away
from the open gupplises & clearer definition aof
trend than & 22 point move.

(6)

20 POINT BALLY ABOYE THE OFEN

When the market -has had a 50 point rally =bove the
open it has:

Closed above the open vlus 50 points _65%
Closed abowve the npen plus 2IZ points  90%
Zloged abhowe the open 95%

Closed above the open minus 22 points _96%

INTEGRATION A definite improvement on the close
at the open plus 50 point lewvel when compared to
No. 2. The logical conclusion Is. that 50 point
move defines +trend better +than just 22 points.




MARKET
ANALYTICS

The baste strategy on pullbacks obvipusly will
have good results. The Cattle market is an
excellent market for this type of strategy because
of the many intraday swings that take place: My
ohzervation i=s that there are, oo asvaragsa,
five—intraday trendsz or reversale per day in the
Cattle market of sighificance supplying at least
two opportunities for entry oh counter moves,

{7)
500 POINT DECLINE BELOW THE OPEN AFTER NE DAY

when the market has had a 30 peoint deciine below
the open and the preceding day's range 1s less
than 50 points it has:

{ioped below the open pilus 2Z points: _96%
Clozed below the open _90%

Closed below the open minus 22 pointe _B3%
Closed belew the open minus 350 pointy 64%

INTEGRATION: Entry on opeh minus 50 point Ilevel
ghould be reserved for special situations sguch as
Barly Entry or an initlasl move out of a2 tg 2 day
congestion-area (2 Bar WR - 3 Bar WR}. Wateh for
weak ralliies for sales.

(&)

50 POINT RALLY ABOYE THE OPEN AFTER NE DAY

When the markek has had 2 50 polnt rally akove Lhe
open and the preceding day's range is less than 30
pointas it has:

Closed above the cpen plus 50 pelntz 64%
Clesed above the open plus 22 points 91K
Closed above the cpen 95%

flosed above the open minuz 22 points _98%

INTECRATION: It i= nepessary to restrict eatry on
the ‘open plus 50 point level to an Early Entrcy
indication only. Othsrwige, wait for the
puliback. With the NR day percentages are better
than without on +the close above the open. This
confirms the initizal conclusion that better trends

31
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oceur after congestion-type days. Sinece 1986 ¢
market has not olesed’ below the open with t©hl
get-up in 17 OCCUrrences.  An uptrand ==
dominated since ‘May: of 1986 and as Iong a5 §
prevails this type ©Of statistic holds= R
significance.

(3}

50 POINT RALLY ABOVE OPEN WITH OPEN ABOVE MEL

When +the market has raliied 50 points above
open and the open has been above the mid-range
the preceding day it has:

[ B

Clozed above the open 91%

INTEGRATION: Mot much improvement over the
50 point rally day. The mein idega here i3
the open above mid-range showed a move with
or defined a more powerful move than average.

o
s
= |

T R e

#
il

(10)

50 POINT DECLINE BELOW OPEN AFTER OFPEN BELOW MEI

When the market has had a 50 point decline Tpelow
the open after it has opened below the mid-range
of theae previous Jday it has:

Closed below the open _90%

(11)

100 POINT DECLINE BELOW THE OFEN

When the market hag declined 100 points helow the
open it has:

Closed below the open minus 100 points  53%
Closed balow the opeh minues 50 points 89%
Closed helow the open 96%

(12)

100 POINT EALLY AEQOVE THE OFPEN

When the market has rallied 100 points sbove the
open it has:

Ja




MARKET
ANALYTICS

Closed above the open plus 100 points 532%
Clpsed zbove the open plus 50 points _91%
Closed above the open _S97%

Cloged above the open minus 20 points _98%
Cinzed above the open minus 50 points _99%

INTEZRATION: Loglcaily; if = 50 point rally
exhlbits high percentages, a 100 point rally would
provide greater definition still. WNote from the
open plus 50 or lower, probabilitiees of a higher
close: are outstanding. Surprisingly, there ‘are
many intraday counter moves after & rally of this
proportion. Volatility iz ineresasing when this
ofours. The -drop 1In percentage close above open
plug 100 polnts leaves the market vulnerable -at
thiz level.

(13)

100 POINT DECLINE BELOW THE OPEN AFTER NR DAY

When +the market has had a decline of 100 points
below the open on = day that was preceded by a day
with & range of less than 50 points it has:
ciosed below the open minus 50 points: 79
Cilpsed below the open 97%

(14)

100 POINT RATLLY ABOVE THE OPEN AFTER NE DAY

When the market has rtailied above the open by 100
points won  a day that was precede by a day with a
rahge Iess than 30 points it has:
tlozed above the apeh plus 50 points _BO%
Closed zbove the open _100%

{15)

100 POINT RALLY AROVE OFEN AFTER LOWEE OPEN

When the market kad an open 25 points or more
below the previcus day's close gnd then rallied
100 polnts ahove the open it has:

Clozed above the opeh plus 50 points _BER
Closed zbove tha cpen _98%

INTEGRATION: The idea here is that the gap lowWer
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leaves a short-term oversald ocondition that
provides more fuel to the initial move and
subseguent rallies after counter moves. The
statisticos were not that much better than o0  any
dav with a 100 point rally.

{16)

100 FOINT DECLINE BELOW OPEN AFTER A HIGHER DAY

When the market has an open 25 points or more
above the previous day's clpopse and then declined
100 polnts beleow the open it has:

Clpsed below the open _91%

‘Closed below the open minus 50 peints _85%

{17)

130 POINT DECLINE BELOW THE QOPEN

wWhen the market has declined beiow the open hy 130
points it has:

Closed bheiow the open minus 30 polnts _87%
Cloged below the open 98%

(18)

130 POINT RALLY ABOVE OFEN

wWhen the marke: has had a 130 point rally ahove
the open it has:

Cloged above the cpen plus EO points 93%

Closed above the open _100%

INTEGRATION: There wereg not many ocofurrences. of
thims tvpe, but the npward hias in the price data
agEerted itself agaln (Compare to No. 17). -An
outstanding <chance of c¢losing above the open but
the 93% at open plus 80 points 1is even more
interesting given Ethe 1likelihood of a 50 point
countar-move zfter such zn exten=zive move.

Las
=
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FRICE PATTERN STODIES T

This is the first in a series of chapters on
Computer-tested price patterns, My intentlon is
to provide the readers with objective sztatistica:l
data that van be used atc a reference in thelr
trading.

In this study T have tested all possible two,
three, four and filve day close to ocoen patterns
for the T.Bond Futures market from 1978 +o 1967,
Three tams are provided to explain the
information. 1) A listing of patterns (Tablie 2.
2) A graphic display of a mpettern (chart B). 3) 2
chart of June Eurcdollars with examples of two of
the patterns (§$5:(---)}), (£12:(+++)) Char:t C. The
Iurcdollar chart is used in place of T.Boads ko
display an actual day session open. The chart
service used shows T.Bond night session opens: on
the daily bar chart. This study should be used in
conjunction with day seszsion opens only.

The primary objective -of this study 1= to
determine whether an dintraday bias oxists fraom
open to close given the previous price pattern. 2
seccndary ohieckive is to define profitable
trading =systems.

A Compag 386 personal computer with 3
custom-written program far system development was
uzed to test the ‘patterns. The program used 1=
system-oriented, =0 the patterns are dilsplaysd as
"aystems". To determine sn intradav bBias refor to

the "% Profitable" rcolumn on Table A. Tno
estimate If the system is profitablie refer to the
"Total Profit" column also .on Table 2.

Table A shows, heginning with the 1lefi-hand
column, the System (Pattern) Number, the Pattern,
Entry, Number of Trades, Percentage of Winning
Trades, the Average Dollar Amcunt of ali Winning
Trades, the Average Dollar Amount of all Tasing
Trades, and the Totzl Profit (Gross) before
commission and slippage. In the TFattern column,
{+) symbolizes an up closing; (=) a down closing
relative to the previous day. The exception is
Ehe =#ign oen the far right, which represents the
open of -that day and the peint of entry for the
trade.

Refer to System 35 on Table A and the first
pattern:on Chart B. The pattern 1s two  lower
closes wWith 2 lower open. Thls is represented by
three minus signe; (---) on Teble A in the Patiernm
column. Begimming from left and working right,
the' first pattern on Chart B shows a daily bar
with the cloging price displayed. Immediaztely +o
the right of &he daily bar is the closing that
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represents the next day's close (lowsr) znd is the

first minus sign in thé (---) pattern. The next
dash iz alsc a lower close than the previous day
and iz the second minue sign in the (-—-) pattern.
The last minus sfgn in the pattern (--—-) is the

(XY on chart B which represents the open. In
summary, you have a lower close relative to the
previous day folleowed hy another lower close,
followed by 2 lower open. In thia case a long
position +Wwas taken on the open of the third day
snd exited on the close of the third day. In all
cezes trade entry iz on the open (shown as the
1ast minus or plus sign in the pattern) and trade
exit on the close. No stops wers usad in the
Lhests.

The dates of entry on all poszible buys atfter
swo lower closgings and a lower open (#5) and all
=ales after two higher closings and a higher cpen
(#12) are listed on Chart C. On the chart itself
each daily bar shows the open (entry) with a dash
on the left of the hEr. The dash on the right aof
the bar is the close (exit).

T oonelude Ehat & blas does exiat from open
to cloge, as evidenced by the faet that many of
the patterns produce 60% or petter re2xlis.
Regarding the systems, gross prefits =ars high
ancugh on some to warrant a s¥stem trade.
However, that is not ths best application. Betker
systems do exist and I recommand further research
uging the most profitable patterns as the foous of
the regearch. Nobe patterns 5. %, 12, 13, 21, 24,
S8 - a0-- 30, 33, 36, 44, 45, 52 and 53 all .of which
will provide a good start in =system developm=nt.

Somc practieal applicatlions are to coordinate
the patierns with support/resistance, angles and
trend 1lines. For instance, an ORET on an
important angle of support when a strong upward
hias is indiczted incrcases the wvalidity of the
sipport. Watch action around the ‘open for
confirmation of the bias before enkbering a trade.
Another application 1s to place stops Lo enter
just above or below bhe open in the direction of
the biag (ORBF - refer to ORE article also in this
issue for a complets explanation of this
technigue). This should be done carly in  the
s@mssion to antircipate early {(urgent) entry on the
pari of market participants. Early entry (Defined
in Cogncepts  Section of this Ietter) usually
recults in 2 blg mowve for the day.

The patterns can alsoc be used to enter when a
trend has been defined. Tor example, pattern #45;
a buy after three up days, & lower day and a lowelr
apen reflects =& Strong up market with & one day
counter move. The Lower onen provides an

36
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A BIMD OPEX 17 CLEE SESFENS
STLIEH FUT/IELL
RPEER - PADIERA (5] [5)  Rfieanks £ TASTIT AVE, WAW - AWE, LOSS- TOMAL FRCELT
1. L] s - 5E =01 330 B1.300
7. - 7 115 54 1545 1 G354
3. = 5 1z 53 157 a03 21,510
i. - E (7] b1 irT 351 56,104
5. ve= ] £I7 el | L 410 ar.=ls
L =4 B At 18 T 55 5.729
Fa S 5 28 33 115 14 B2 ;261
g. b % b{i] E 145 181 15057
1, Pt ] 115 w 125 I MAEE
1. = 3 i 1% LEL qm] L3
il 1§ 5 1T 5F 41F i 7,018
CES i 5 63 i 568 151 13 par
17, pide = 1a 57 nn 414 14,5918
. 1= . HLE 53 521 1z . 454
1=, 11-s 3 15l 1] 432 33k 3,218
5. Fhas 3 FEh] o5 LFE 55 1%, 204
. 1=14 ¥ 17 5T 440 435 1,11
1% [ E i 5 119 A4 5,531
17, b L] 122 5H i LIL] 1.8
0, Fent 3 148 59 LA 45A |5, LT
- R E 17 57 ESih 151 L.
. Laak B 141 4 121 ans he
£¥. e - 112 5 LT 1T 1.0r5
b — 5 154 5 117 R 1E.a14
¥E. EFE 5 | 1% ] EET 131 .25
IE. . 5 10z L] 41 171 645
i —aat ] 1o i% LBk} 115 7.ER5
8 e R (T4 5] a0y g 5.6
oo ——— a 51 ) ks 1% 17,11]
an. phiat q 37 51 110 ey 2060
11. T ® =] 15 ann 153 .57
hEH — 5 3] 5 411 Faih ] 1.0y
11 L CLE ) =1 ) 15 121 L
T, e =B . EQ 50 6l 413 2,708
15, e £ iy 51 411 17 1.278
Th. - ks ] &l &8 §an 114 TLodH
I Lha ] I H 78 494 2,057
18: ab=r1 ] 33 i1} 1y zq [3r
13, “h-d- 5 51 14 == T3l 4,490
T, -1-18 B £8 1 ma 123 e
15, B B ] .41 =1 3o 8,992
43, it E 55 5L 171 kEL 1,21
11, P 5 23 17 D 143 4,023
4. SkltE £ 51 L4 i? 155 1,365
15, EERNE 5 53 x4 246L L) E,ITE
5. FrHI 5 42 L5 s 3 3,74
7. aEELE ] L1 =3 £15 T a5
i3, ELEEE B =] 53 e Lo T ELT
1, B FE 5 &R L £EE i 3,035
A, [T 5 as 17 43 57 1,199
oy. Aok B 1) 1] - | 147 L.040
L+ 1haea B &il 63 458 14y 8,146
53 Ao % af &1 i LB 4,151
T PR f il 53 WTH {EE 1,716
i, 1=tmi ] 45 b N3 ka1 bEE
EE . Folbim 3 i 58 am 57 1,500
ar, f—bl 3 25 53 LE L L) 1,475
(1] [ Rl L1 1] 57 qan Rt 3423
b1-H 1= 5 Bl L1 445 Li-T 31,121
G0, Pl g 5 53 135 ekl 1,442
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axcellent chanca. Eor. ‘Xow. Tisk entry. The
objective is -new highs for +the move. Note the
high percentage profit (63%)., I Thave observed
that most of the best profits in this pattern come
in strong uptrends. In trading ranges it dis not
2z profitable.

T do not use these sysiems methodically in oy
trading but f£ind them tc be-a useful starting
poaint iIn systen developmsnt, Increased and
narrowing daily ranges can be applied successfully
to the basic closec/open patierns to form some very
reliabie eystemsz, In fact, daily range
differences relative to the previous day, or days;
may be one of the most important concepts in
system testing.
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FRICE PATTEEN STUDIES II
Close to Close Patterns

In the previous chapter; I presented all
poEsible two thru five day open to close (0/C)
patierns. In this report I have tested all two
Ehru five day close to close (C/C) patterns. Entry
was assumed on the ilast close of the pattern with
cX1t on the nexi day's close. Stops were not used.

A ‘Iisting ol the patterns is given 1n Table
£. Also a chart -of June bonds 1is displayved
highlighting pattern F84: [==+4],

I ‘have threa cobjecktives 1n this siudy. The
flrst 1s8 to determine whether a bias ‘exists Ffrom
close Lo clpsza,. The BeCond iz to isolate
broflitabla systems. The +third 1= to uge the
patterng with ‘a declgive bias to structure trade
entry with other technigues for further system
devaelopment .

Table R sghowsg, from Ileft to wight; the
pattern number, the pattern 1tzelf, whekher a buy
aor. sell wWas: taken, the number of trades i the
pattern, percentage profit, and the grogs profit.

The June Bond CThari ghows flve patterns: (a3
thru =) with a, ¢ a2nd e prefitabnle while b and d
¥ere locabg,. The 12ft hand corner of £he chart
shows =&n exampie of the patitern; ——++) and the
entry point.. On Table B, + 24, under Ehe Pattern
column tha pattern |{——*+) shows tWo lower closings
followed by +two higher clozings all relative to
the close immedizdtely preceding 4it. Entry was
taken on the clsose of the last day. In this casze,
i1t waz higher and & szle wWas indigcated. 'Phe trade
wag exited on the next day's close (the “X" on
insert chart).

Eefer to the % profitable column for kizs and
verify with the Gross profit column. The Iargor
the numbers the stronger the bias. lLarge gross
Profits will alao give ‘some indlcatlon af the
aystem's walidity, but slippage and commision must
bz gsubtracted from the profits to get an Bccurate
reading. This iz accomplished by taking the number
cf trades and multiplying by commission and
estimated slippage per trade. When a strong bias
iz indicated further system developrent iz
pursu=d.

The reszul%ts ifor these patterns are less
impregsive than those for' the open to cloze
pattarns in  the previous chapter. Bacange of the
marked ditrtrerence, I conclude that the bias breaks
down the longelr the position ig held. Risk
increased dramatically as indicated by  the
gpubstantizl drop In gross profits. On the other
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hang the e/ patterns do provide a viable
neginning £or further systenm development. In fact
these patterns are the bhrainchkild of- the OfC
pPELEEINS,

wWwhen =n O/0 entry is preceded by =8 high
profitabllity A0 patcern there are some
interaesting results. For example, patbern #2494
|——++) was profitable 2b% g, the: time when
selling, with §Flb,/30 dross profits. ‘00 1t own
£hiz 1c not that impressive, but, 1f ¥ou wart. foOr
the next day's aopen and sell 1t 1€ it 1s higher
and ex1t on the Ccloge the results 1IMprove to: bbbk
profitabpility and Béd, 2ed grozs profits. In
addition, 1f tne day pefore entry, the igst day of
the /C patkern, a wide apread day occurred and
the =eli was taken on kthe highoY opsn there 18 a3
dramatic improvement. #5% profitsbillty with
£13,037 Gross Ppraofits - on just. & third ol e
trades of the previouz pattern.

Am b ] Winning sy sthem i1s quite ol )
accomplighment. A Vvarlabtion of the last patiesrn
12 °'a gale with® a . &ic stop abeve ithe opel.
Razults were as follows, »2% winners with 21U, 5400
Gross profits and average Winnerg wara 4 times the
ziZe Of average losers. This is the begginhing ot
zome excellent Iow risgk entry technigues. It may
difficonit to appreciate ths value of 2 s¥stem with
gnly 5U% winning trades but with @5 -=mall a rCigk
ag f tics, 5U% is an exXtraordinary result.

Tn sSummary. these patterns can be nsed LoOF
indications of hiss every day. It is prudent not
to trade ggsinst the bBlas unless 1nform=tlon
clearly suggests otherwise. These hzsic patterns
provide a sound base Io0r further ressgatch. ANy
high percentage profitability system will result
in reat rewyards whneh experimenting with L=
variables.

15
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PRICE PATTERN STUDIES IIX
SOYHBEANS OPEN 70 CLOSE

In this report 1 have tested all combinations
of four closings WwWith ‘either a higher or lower
open the day after the 1l1ast olose. The data
utilized WwW&s Soyhean open, high, low and cloaze
prices. from . 1970 +to 1%E8B. This resultad in
thirty-two pattern variationg. The primary
objective of this gtudy is to determine if a bias
exists from onen to close given the previocus orlce
pattern. The secondary objective 1is to define
profitable trading systems.

A Table (C) of the pztierns is provided that
includeg, Ppeginning wWith. the left-nand column,
the System Number, the FPattern, Entry,: Number of
Trades, Fercentage of Winning Trades. the Average
Doliar amount of all Winning Trades, the Average
Pollar: Amount of 8ll Losing Trades-snd the Total
GIross Proflt. In the faklbern column, [+)
E¥mbolifes ap -mp <Closing, (-] '‘a ‘down. closing
relative to the previous day. The .eXception iz
the last sign on the far right of the pattern
wnich represents the' open. of that day and the
poilnt of entry for the trade,

There are five daye invelved in each pattern.
The day of entry is Day I. Thne day immediately
preceding the day of entry dis Day 2. Earh
previous day 1is Day 3, 4, 5, etc.. [(Refer tao
Diagram 1}. For example, Fattern 30 shows that
on Day 5 thare is 8 lowsr cloee than the previous
day [=} (Day % not =shownh). Day ‘4 has a lower
Jioge than day 3 (-). Day d:has a lower clope
than Bay 4 (=). Day Z has a higher close than Day
& e 10 o L Day 1's open is lower than Dav 2's close
(=1. A =ale ig assumed and entry is taken on Day
1tz gpen with ' brade “exit on "Davw - 1l Cilose., =
positive  GBrgss  Profits figure 312 E£he  only
criterion -used &to determine trade direction
[Buy/S521l ). Consequently all patierns =how &
brofit. The preferaple entry 18 shown in Table C
= in the column lzbelled ES3. In some cases Thig
produces a percentage profit below Tifty percent
but because of the high average win, Bross Frofits
are positive. Some cases alsc sBhow a2 smaller
averzge win than average loss but the percent
profitability 1z wery high producing a positive
Gross Profit. These are borderline patterns that
mdY oF may noi have any predictive value. You
sholld cansider 3ll of these factors [(Percent
Profat, Average Winh £0 Average Losg, and Gross
Profits) when aszessing the vwalidity of a patctern.

A-matural Iimitation exists in Soybeans. that

iP=
Ln
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does not exist In T.Bonds. That 1=, the potential
intreday price move fs larger 1k T.Bonde than
Soybeana {34,000 to $34;000 respectively) and in
gome. Instances - BEha Iiwit was F4oullt in T EBonda.
All things considered, Ehe Beans porform ag well
a2 1f: not better fthan T:Honds in thilis ty¥ype of
basic test: Table D shows & compariscn: between
the 'Soybeans and T.Bbonds and 1ncludes the trade
direction and percent profitebilitv. My purpose
nera was +To determine 1f these pacterns had =a
similar pias 1in each-market. TIf B0, 1t would ceem
Lo SUggest Some cOoRElstency 1n price behavigor -Crom
commodity to commedity. Eilght out of thirty-two
had dilfferent blages, Suggesting some difference
in bBehavior beiween the £Wo markefs. 'PThera wWere
some marked ditferences-in numbers 3,4, 19.-a2nd Ly
with opposlite trade direction on reasonably high
percent prefitability.

Your will nokice in Table C that Lthe biggest
winning kErades were ‘sales  (Patterns l, Lo, '#5,
W) There were ne. buys over  F10;000 302
Fraofit. The percentage winner seemed to favoar the
upside but Gross Profits definitely favored the
short sales. T.Bonas displayed a better balance
In the category of Grogs Profits,

A mentioned above, Fattern 40 -was a sale on

Day: 1's . open. The gensric pattern produced 94
trades in which flfty-nines percent wars
profitabie. Winners averaged §403 =nd losers
sveraged F2L0. Zross Procits were $1d,987. Thixz

pattern ‘actually tested hetter than most of the
PRLLEINE es5peclially 1n chne Average Doller Win/sLoss
drgda.. An. atiempt To dmprove ‘on this  pattern
producsed some interesting reaulits. I vyou aad an
exXxpanding daily range on Day 2 relative to Davy 3,
1t accounts for sSixty-three of the ninaty—_four
trada=s of tThe generic patterns [(Diagram )5
Profikability dropped to fifty-one Dpercent but
profits were relzabively-stable at 38,208 and =z
a4l i) F L0 Hin/Lopas ratio. Pergentage
profitability - increases’ dramatically when vou
change Ddy 4 Lo a RACToWing range - rakher-than an
expanding range {Dliagram 3). This accounta for 30
trades with &Y% profitability. QGross Profits were
5,541 mnd- it displayed g $445 to 353532 Winsiozs
ratios: This 1= dadadgquate bet not nearly  as
rawarding as T.Honds. In general 1. "~have 'so far
Found: 1t wvery difficult te come’ cupowith high
profitabkility, high Win/L.ogss ratio short-term
trades= 11 the Soybeans. The more -involved
patterna that vsually work-wvery well 1in: the EBonds
Angd poatter in zThe B+P' do not have The =ame
consistency in the Doyheane. This =zuggests  THat
intraday wvolatility 18 necessary £or short-Lerm

patteorn consistancy.
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The Table provided hereim: can sServe as A
usatuzl referencsa. The hest rsesults Ccome  Trom
creative shifts 1n the variabhles wWithin the
pentern such as demonstrated above, EHange

differsnces, defining momantum =nd one—-4day
]_’."Et-t-f."]‘.']'.l.E such as Uunbtsidea .DEI.}?E and Insidae E'EI.FE arfsa
very uzgeful.. In upcoming chapters, T will

introducsa studies about 2ll possible range
variations inp the final day of the pattercn.

In summary, ONe Can ggssume tnat Ehere - are
gome  patierns: Lhat do Iindicate a decigive bids
trom open Lo Close 1n the Soybean market. 'Theso
biages were as distinct as 1n the Bond market with
five day patierns morie profiftable To the downgide.
Gencrally, five-day Fatterns do-not produce hlgh
protits but can-still he weed as. a basis for
svetem deVelopment buf aystem development has not
proved o Do s PromiBing in Sovkbeans ag in other
markets,
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FRICE PRETTEEN STUODIES IV
CATTLE AND S+P OPEN TO CLOSE

For YOour referance I have ftesited all
combinations of four Cclosings wWith @1the¥r @ higher
or lower open the day after the last ciose for the
Cattle and S+F markets. The Jdateg utilizsd wap
open, high, low and close prices Frem LY70 - -£o: 1989
tor Gatile and EFrom 1952 to 1YY ¥or ‘the -5+F.
This resulted 1n  thirty—two pattern wvarfiations.
The primary objective of thiz study 18 Lo provide
a reference of historical bBias from open ©to Cclose
tar each market.

A Table: B of the patterns 185 provided than
inciudes, baginning with the left-hand column, the
Svstem Fumber, the FPattern, Entry, Number of
Trades, Parfcentage of Winning Trade, Averags
Dolldar  Amoun®t of =211 Winning Trades, Average
Dollay amount of all Losing Trades and tne Tetal
irogs Profit.  In the FPatteorn ocolumn, (=)
gymbolizes an  up ocloging, (=) &8 down <closing
relative to the previous day. The exceptlion 1=
the last Sign o the ~far right of Lhe pattern
which represents the open of that day and  the
point of entry £for Lhe trade.

There are five davys involwved in each patiern.
The day of entry 1s Dy 1. The day Immediately
preceding :the day of ‘entry ‘i Day 2. “Each
pPrevions day ia  Day =3, 4, b, etc.. [(Refer tog
Diagram 1}). For example, Pattern 30 shows that
on . Day % there 18 a lower ¢lose than the previons
gay =) (Day b hot - ghownl). Day: 4 has 2. lTower
close thenm: day &5 [—). Day¥ 3 has a lower close
than Tay -4 [—}." Day £ Has-g higher closs than [ay
3 |*¥}. Py l1's open s lower than Pay:  &'s cloge
{—). A -sale 15 assumed and entry is taken on Day
1's open with trcade 'exit: on; bay 1's eloge. A
positlive Gross Frofits figure %5 £he' ouly
CrIterion
usad Lo o odetermine  btrade dJirection [(Buy/sSell).
Congdgquently all patterns show a profit., The
preferable entry iz shown in Tabkle € =~ in the
column labellieg HAS. In =om=2 ca=zes this produsas
2 perceantage profit below [ifty percent kut
bocsuse of the high average wWin, Gross Profits are
positive. -Bome <Cagers alsg ahdaw a smaller averags
Wih than averags oEs but thea peEcent
profitability iz wvery high producing a positive
Gross Frofit- Thesse sre borderline patoafi2 that
may -or may not have any predictive wvaliue. Yol
=hould consider =11 of Thess factors i Percent
Frofit, Average  Win +to Average LoOgSs, dnd Gross
Protits) wnen assessing the wvalidity of & patiern.
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FRICE PATTERN STODIES W
CLOSE TD OFEN PROBABILITIES

This chapter ig an extrapolatlon of open-to=-
close tables provide 1n previous price pattern
studies, The primary objectlve of this atudy is
to provide a reference of overnignt bizas when a
position tragde i5 uonder _consideraticn. Thege
taples along with price aceclon of profit alrezdy
in the trade and your general assessment of the
market snould all be consldered when consSidering a
position.

The tablas that zre provided show the pattern
numbar [column A). Tne previous 4 day's (Cloges
with the right most close the most recent closing
(ealumn- B).. A3l clesings -gpre relative to ths
previcua day's close. The direction of the open
after the indicated 4 day closing pattern [column
C) that cgccurred mopt after and the percentage of
time that such an open toock place.

Logically, the highest percentage patterns
present possibilities for svetem fredes. 1 will
leave that to your curiosity and suggest that the
previcusly-mentioned sddlticn to The patberns be
uged in the decision-making process. As stated
bafore; this i= presented mainly for wour
referencs.. 1 would not find myzelf ‘without Ethis
knowledge 1n  hand when coneiderilng an overnight
pogition. It should be noted that there are many
times when price action i1s overwhelmingly in faver
of | move counter to. the blas indicated
higtoricatiily. This Serves o nignlignt Lhe
primsry estatus of price action. A recent example
of this point is tne Soybean market since mid-May
where a ‘systematic following of the historical
kias would have bpesn disasbrons.
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S+P CLOSE TO_OPEN_PROSABILITIES

Y 181 () (0}
FREVIOUS &
HO. DAY'S CLOSE - REXT DAY'S QPEN PERCEHTAGE OF TIME
1 ++++ OOl 4%
3 43 O04N =9
o =t up £q
4 Zfmm 0w g5
] B e El
B Ao BOWH 53
T =t ap 7
S = R L] 51
q ~kth ElS i1
10 —=to £} 52
11 -t i) 54
12 b up &
13 amiE e 52
12 ] he o3
13 == ue Gl
15 ———— H Te

Thiz raflacts an upward hias Ethraugh the tess period (1982-
19E8E); noeta the dominmangg of 'a higher open on 755 of Tha
aattarns.

OOMD5 CLOSZ TG OPEN PROBAGTLITIES
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RANGE EXPANSION (EE)
{MOMENTUM INCREASE]

Thigs is =& s=tudy of range expansion and its

impact on the market. Other analysts have assunsed
that Kange Expansion haa an Ampact on price
action on the day or days Tollowlng @ Iange

expansion. With the computer it becomes very easy
to-test $his assumption. T begin with, 1t '18
necessary to set up a control or standsrd of
comparison. So I borrowed from & raviocus study
VErice Fattern Studies I- Eonds OpenfClose
Studies)., In that study [ tested all ¥, 3, < and
5 day patterns in the T.Bend market 19¥e—T94b, - In
prider to make a proper comparison I ai1d the exact
zane test with only one sdded variaple, that was,
an’ expanding daliy range relgbtlie Lo -the Dravioaus
day's . range on the gecond to last day of each
price pattern. From there 1t is possihle to  make
direct compariscons bebtween Price Pattern Studies I
0/ Bilas and the FPriee Pattern with the added
variakle of range expangion. To briefly review
what this Takle A is showing, refer to Fattern 5
[==—}. Simply, this pattern 1z two loWwer cClosings
and a. 1oWBr OpER. Thig 1= Fead From left toO
right. &n entry iz assumed on the open or the
minus to the far right of the patktern. EX1It Wwas
on the olose of the same day, thus the name open
to cloge patterns. All patierns are set up in the
same manner but as you Csn S8e become more COmplex
Z= more days =2re included. Eegardless of the
number of daye, the {(+) or (-} sign in the patiern
is aiways relative to the day immedlately
preceding 1t and are closings wunless 1t 1= the
lazt ) T (=) sign 1n the pattern which 15 an
Cpell.

My conclusion trom that comparison 1= that
tnere 15 a definite blas in the direction of the
range expansion the day immediately following.
over /5% of the time <the price patterh showed
pither a percentage profitability favoring the
bira=s of the range expanslon and/Sor an average
win/lozs ratic that made 1t glear that the range
SMpPENS1OT wase 1nfluencing: the price’ DALLEIN.
Thare was one problem with the comparison: arn
obvious upward bias which wag in =ffect throughout
the period. ‘This wae reflected 1n the inabllity
of the ranges exXpansion to have &n Apprecizble
impact on pabterns ending with L--) or [+%). In
the control study almost 311 patterns snding With
[-—) showed an upward blas from open to claoze,
Tre samse Was trus for the study¥ on range aipansion
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Snd 1n some cages 1t actually producsd z  betses
trade. -This was contrary to BXpeEctations
Logically, the market should exhibik a bizs 1n 250
41rectlion of TNe range eXpansion kUt in Fack: TS
Falge exXpansion seenced to bo acting as = gelling
climax ratnar thah 3 momensum inNcCrease,
This was baffling, and - the thought. - pocurrad
to me  that ¢nis was not a vigorous ENOoLgS
definition of range expansion. conseguently °§
declded to make a Cdompzri=son betweon YEBYXV Ssimple
d2y patterns and five variaoies one tor each tes
({Refer to Taple RAJ. Tne wvariables WEre ! I
narrowest range relative o the previous thre
days (NR3)., Narrow Range relative to the previocus
day (NEK}, Conirocl which included all possibl
pacterns either narrowlng or expanding, Ka
Expansion relstive o the previous day (RE].,
& FHange Expansion greater tnan the Previous Ln
days: [RE3}. Thers was thanght to he enough of
contrast batween Fange Expansion 3 oand  Narros
Fange 3 %o give decisive avidence ane w2y or ths
gther on  the Range Expansion impsct on =unsEegquent

T

il

brice action. The four patherns studicd were: L
higher dlose followed by a nigher open (++), 2
lower close followed ©y a higher opan (-+), 2
highar close followed by 3 lower open [+—)..and &
lower close followed by a lower open  [(——JF. . I

assumed  that = simple comparison botweesn tho NES
end the 'REJ in each psttern group wWould give @e
toe Information that I was looking For. In ths
case 0 the [++] pattern both the NES gnd.the  RES

Wore profitable Sales wWitn sSimilar win/loss
Fatlos. The only difference was  the amount of
total prorit which favored the HNE4. ‘Phis

s

-
= ol ST ||

logicral and in the cage of an eXpanding range
the upslds =nd subzequant higher open [REEJ)} shonl
not. be ag good 7 sale as on day without as muc
definition preceding it. t Was  not totaltly
conclugive. A comparison of BES amd NES in the
(-] =hows some oclear difterences. Both 2
pProfitaple huys but bercentages favor the NRS
Pattern and winfloss ratlio with +total profits
anvioualy favoring the NRE3 over +he EEZ. Agunin
this ig  logical, ‘for a A2y that expnibits
Bxpanding rahge to the downzide theoretically is
ncreasing momentum and the gubgsequent higher open
should net be as Favorahle = Puy relative to a day
lacking such definztion. Tne clearpst differanos
comeg  in  the [+-) pattern where the profitgahis
trades are actually in  the Oproglte direction.
The narrowest range in three days Followed by =
lower open proved to be 35 pProfitaple gale 6l% of
the time with a winflaoss ratio o= Lal = by and
TOT3l profits of TS, 1sE). Tne =ame pattern with

h o

1!
nel =
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COMPAR ISOY OF
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the largest rtange in three days to the upside
pPricr to & lowWer open proved a profitaple buy 48%
of the: time: with a 1.10 3 | win/loss ITatlo and
profits. of F417. Total profits obviohsily are hot
dramatic 1n the case of the pbuy on the EEd patiern
EBut ‘there 15 @ distlnct cohtrast between tne REJ
and the NREA supporting the-conclusion Ethat -range
exXpension does Rave an impach on sdbsedquant prife
ACETON. HWhera 1t 1=z ‘mak. g0 clear: =gl dnd o bhe
pattern of a lower cvlose followed DY & 10Wer ODED
i——) where a momentum incressg actually produced a
becter buying oppoffunliity¥. than on -8 d3Y. wWhere
there wss no such range expansion. This can be
explained by the dominant upwWard blaz chroughout
thea test period.

flonethelaszs, 1t ELill Beemed Inconclusive
that B range exXpansitn Wae ¢onslstently. Impactlng
the subaeguent price action. Thnerefore, a third
Test ‘saquence Wag dong, thiz tTime -ftaklipg 1ato
gcconnt ‘only & higher close or a lower close.
Agaln, the vVarizbles of armn BEXCAnIlng range
relativea Lo Ehe ‘previous: three days: and  a
narrowing range ralatlive to the previous: three
days were usaed 1n a direct comparison betweeh the
two. Entry was on clos== to open |(C/0) and close
to close- [C/C) for eliner ah overnignt trade into
the heXxt day's open or & +trade Drom the glven
dav's cloge 1nko  the next day'sa close, The
thought here . was That 1 range eXPangion: wWas
actually efiecting the price action 1t would most
likely show up trom close to Oopen andg 1f 1t wag a
particularly -strong effect it would carry into the
cloase of Che next dEy.

tn & lawer plose and the close to opeh trade
INe HEY4 proved to ba 2 perter gale n 2Ll reapects
except for & glight difference 1n winflosse ‘ratio.
A lpower close with & close to close Lrade shoved
buys for both BEZ and NEd but as expected the HREs
proved o he the pecter buy with wWin/loss ratio
end tofal profits reflective of this. In. the case
of a ' clioge’ no open ITrade after = nNigher Close
there was A distinct difference favoring & buy 1n
the direction of an KB over that of an NE3F. In
the rcasze 0f a cloee to close trade after d -higher
close the HEZ actualiy reflected a protitanle buy
whersas the NHEs was a profitable sale olearly
aemponstrating the BEZ's elffeck  on Twhe following
day's price action.

From the tests exnibitod. in Table O - and able
B 1t Is elear that che open-acts ag @ climactic
element- in the price pattern. My observation 1s
that most of the profits were Made on the close o
open trade’ not on the open to close - -trade. In
fart, £oe momentum inorease nad Pun 1ts Jourse LY

&4
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the time of the next day's open. ThHig wWould
puggast ‘that 1f one was i1nterested 1n  trading in
the  directlon of A MOMENCUN Increase ohle snould
consilder protif-taking on tne next. -day's open
gafter the range cXpansicn.

These +tests cohclusively suppori the- theory
that range aXpansion affects zsubseduent Pprice
ACL1ON. Howavel, 25 demonstrated, there arg saoms
ditficulclies and 1% wWould appear that - proflt
margins drop considerably the lohger one 12 1n the
trade after the momentum 1ncrease. Also, what I
think ] be the most  impartant pilece of
intormation taken from these ©esSLsS, 1B ‘Loat The

rendg I8 ‘a stronger influpence than: Short—term
momenkum i1ncreasa 0 doCIedss. In other WOLdsSy
the underlying intermediate, long=-term trend will
take precedence over a moMCRtum Incresse lnalcated
by & ranges eXpansion agsinat the trend. EHange
pxpansions with Lrend hold mofe Slgnibicance  Than
adainsh trend. The Tpeychology involived cCould
e zometning as followWws: ln = strong uptrend new
ghorts are constantly entering the market £rXrying
to TDlck the market top. Tnre 1solated range
expanzicn to the downside brings 1in more shoris.
The nigh/percentage open lLower the Iolliowlng. day
has very 1little follow through and Somewhere
arocund mid-gession after a bullisn  day struciure
tha shorts hegin tao cover. Empha=sis should be
placed on tne necegsity of 1lntegrating OLher
markat concepts along WwWith range eXpanslons.
Without & firm Jgrasp -0F ©Lhe concdept ©F Oy
structure and. a clear picture of the underlying
trend ® brader will run Inko difticurlities WS1ng
range SXpansion on 1LS own.
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OPEN TO CLOSE BIAS AND RANGE EXPANSION

5+P AND SDYBEAHNS

In this report I have provided s5ix Tabless

TABLE A:

TABLE B:

TABLE C:
TABLE D:

TABLE E:

TABLE F:

5+F  Open to Close - closing prices 2 to
5 .days back and Day 155 ppening
direction, & trade is tzkem on Day 1's
ppen and exited on the close of Day 1.
S+P Range Expansion and Open to Close
Bias - same as Table A& excepti Day Z had
an expanding daily trange relative to the
prayious day.

Soybean Open to Close - same as Table. A
but for Soybeans 1270-195%8

Range Expansion and Open to Close Bias
for Soybeans - same as Tabhle B but Tor
Soybheans 1970-88.

Comparizan of -NR4, HR,. RE4, RE and
contrel group irades taken From open fo
¢tlTose 1in the S§+P. Two days only with

opening directien and the previcus day's
closing direction indicated.

Tame as Table E bt Tor Soyb=ans
E970-88.

Possible use for Tables:

1) Refzrence of open to close bias given
a-certain price pattern.

2) Provides ddesas on possible systems
developmeni with & high percentage
pattern as the underlying indicator
of the system.

3} Provides comparison of Range
Expansion with -days without Range
Expansion to validate or dnvalidate
previous thearies on the subject.

Conclusion from Tests:

Range Expansion doez nof mecessarily
imply continuationi in fact, it is more
1ikely to indicate end of move af least
the day after the range axpansion.

Application:

Nbserve subsequent acticn fo a range
expansion and a&ssess I1ts ability to -
Case A: Exceed the high of a day with an
gxpanding range down and - Case B:
Exceed the low of &n expanding range up.
Strength 7s indicated in Case A and
weakness in Case B. 17 subsaguent
action does not ocecur-as in the above
casez the momentum fdndicated by the
range expansion will resurface.

&7




MARKIET

AMALYLICS
‘&‘ ak SO0 CTEDFIO-LLIRA0 RATIERE
MIZEES: FATAR ANt STRICES.  eRawIT  TUDWIN O AMLIOES  TOTAL
E: == E 427 e 5 BAZ L Rle ol .
. =¥ B AT5 i1 745 751 ol
1. 1= 5 171 521 EoP Tl 24,658
1. _— o i 7% a3k 1144 4,
5 = 5 21 LA 2740 BOE 1L, =
S —_— = 1 H1e L] & 25 e
7 — = 171 b o Aa3 S 3, =
. - E 221 140 BIf =44
o —_ E anpa TR a7s i) 7
1. = E K] =R Aag S0 R3.58
11 — I 1a4 233 i 532 27
12, +HE 15 180 551 Y] k] :
13, LR 1n 79 SR L k3 b
1%, e E 11z L o] 578 Lo
15, 231 B n5 LiE =0 752 5
1g. i ] Titl L7y LOEE 776 an
17. —_— =] 1 471 30 LYy i
15. —_— =S 1 GHY fid ik 19
13, +——+ 5 EQ EEE) oy REO 17
0. e = T i Tha4 [ :
ZLa —_—— 3 42 aLE 3124 En 29,0
2o — I T U 713 i ¥
¥ —- I =3 A fIHES TET 16,1
2. —1I1 = a5 Ade 1047 =5 £
25, . 5 115 B EAE A15 JEE
2o, —IE= o) 0] S 15z TR Ly,
i —1=F & L 410 247 470 bk
0, —— B o =T X I} a1h
2 _ B g i) 0 u%
., — i = 553 sl Eeich 1
J1. +H—+ e i 53R TES R4
3i. HA— g 4L SLk 33h ELE
33 —F 3 LE] qH% A3 ]
Mo e — EH 71 Ak ] 111015 - 17,
35, e E 31 2 Ta1 518
5. —— = Ef 47% 1L iz
T =il 0 E &1 EOR K] ] 1z,
TH. e E 3R oy ) arl Ei
¥, dmdm E 47 =0T £n3 SEn 1
&l B E LE | ST 1T Toh
al. —_— a 15 ELE ek b L0
4%, - — I i AR Eio 53T
R B b E az gqe 4= 423
a4, - a ] ani s EnE
45 — B 34 ChE T N5k
a5, — a 1 CER 441 o]
47, —— i {5 Rt s ]
43, m—— B $1 Gy} Lan3 =]
48 — It o4 a5 LELH TRl
=L = I I 4 - Sk plle T
51. ———l 3 4 N il qLF
SE. —t— -] 25 I7% (5 AE0
53, - 4 0 Rk 208 as7
=11 -1 i) 31 e ) 176H 571
oo —_—ri E a3 s A Arl 430
ol —_— e E 8 Ain Tl T2
Ly —_— B ] b1 ] 1n1n E05s
=1 —g e} a5 £l 1n7L Bosm
=4, 2 B 25 e 76 i
Bl _— B 1t Jan CETS gk ]

68




MAREKEL
ANALYTICS

ZhE BN RAsaE: PRRRENCH D ODEI-TO-CIOSE DIRS
HPEER R e STRMTES . SEMENY  AUGLWIN . WCLIOES  TOIAL BRI
1, 1t = 143 e 5 ana GoTEL S34, 500
o — = s TR AnE Mz 19,319
3. - = 171 4 2 i) 11,349
4. — = 154 oy Isin i3] 14,ERZ
£ =ab z [ A 22mn Ei0 I, TG
5 e = 04 =5 EHA ESE 15,35
T piri= = 1] So 1017 12 13,245
i =11 = LI Sk A7 ey i, L7
5 f 1 a1 = 8 10=4 T Pl R |
i ) B 47 Sk uln T 13,354
1. = B ¥il Sd s ] 430
T2 h] = ue SR TLE ] 44
I3 H+ i 41 A a7 S T
14 ——— 1 =4 53% 563 SR 3,570
o s n 47 ERY ul 15 T2 2
il ERE n 41 65t 111y b 4,334
X =11 5] = 531 5%l H3E 2,575
18, A== = = BlL 1137 S 21,949
g — o 42 HaL 13T &1 S, 030
20 e 5 5 a7 e I e
o Sk E ) Jue 2371 H7L il
frr —— B 33 4h% B BED G621
e 5 —— 2 ot SR TS LET] 5,700
e 4 — 5 .| 5HY Lazl T 17,739
25 —++ 3 43 R4 = Lun LT
25 e | 57 LY TEL Vg T
o 4+ ! 4T Eri =y 447 18,740
3. - B i 57 Loog L] 10, 274
rs wim— 32 [ ilE jdelog s10 1900
10 K. g 1z} Lot 37T TEH i3
ol —_—t n 1% qd% T ni4 4. 150
e R s 3 12 SR Lus ank 4+ T3
F3a _—— k- 3 pEs =3l 333 a52%
T, 1=l I | L 5T anz 5,743
5. —r kS u LR 3T A5 FEE
5. -0 3 =T L TR ann =700
7. ey = a qn TS aln e P b L
= LED S 71 e TS nan 1Z.u50
e N s s 20 57k T 333 Pt
1. B g = Ui 735 3] 4,223
41t rro- = i3 T4R ol LY Lnn PALERS
43 -t = ] e a2 aLn Fp 25U
11, —— " > ik 8 618 50R 2,135
4. — o 16 A3} 540 7 1,775
a5 [ = 4 5ER =11 R 20T
a5 S 3 25 fde E4E Fun 1,75
4T, et = 17 5k = 570 T En
4= ———— 3 2 L1 LEEs LuG o L
45, —_— = =y Gl 75 Goo 140
ta. i -1 26 5= 1353 3 17,500
5L, - It 2 Tk 153 as7 3,882
53, —_— 1 L] an Ly T 5. 793
irk S 4 a5 flis okl 77 AR50
e, == = 1= 53 205 L3 ]
%5, |=1=F = 22 FELY TIET =kl 12;143
56, B ] 1 ] 5% Ligs 715 T200
. iy = 1% =A= iz uho 8
=g, —— B in Tk 735 200 4,54
53, e = 3 Sae T aNA L0 2
5. fmmmm A 17 9% [ 254571 22 23040




MARKET
ANALYITES

BIN/THNL,

[ATTESH I
I =i
=1 =
+n o
-- m
— B
- E
—t 5
—++. B
+r 1l
1=+ =]
——— 5
—_— g
- =
e E
—_— It
o i
tutt 3
l=l= =
G K]
T =]
—_— ]
—_— =]
_—— £
—Td =
_ g
-Lie 2
-1t B
——- I
+HH 3
10— =]
_I. ||
H=FT H
] T 5
1=t E
1T B
=11 3
Jemddm a
—— ]
— ja}
fF—1l =S
—— £
—_— Is
A 13
={t1} n
=11I= <l
=11=1 a
- - B
T E
—_—— B
—_— a8
B 5
— B
itk L
——

B =i oo

SRR GRTETO-TLOEE  PNTTEIRE

FIT0
13Ei
e
1ne2
1351

513
=07
S5
i1z
ILT
490
o L
L1
1Ll
4230
a5l
b5
252
25l
P
. L
*EE
13
219
L1
il
2
&iz
L]

P
Lo

RpleAcIm

45
G L
Ea
Saw
35
&L
=25
A%
Sk
1%
i
LT
+53
L33
4%

]
i
4%
LLE]
il
2l
]
g13
471
SE
oy
oy
L
52w
CEL
ha%

T HEH

i L-p
J0l
1l
11
428
263
]

500
X5t
50
Li |
433
434
alu
29%
EEL]
335
31
210
403

23

T2 I0ES

-

251
55
272
i3
325
a4
434
65X
JLE
a0l
J35
254
230
220

—
4
7
47
3zs
A%
bR
135
213
203
35
260
64
207
243
217
355
239
39
23

()
.

Ty
Fais
213
234
w07
240
208
225
Ci k]
b1
11
al
27
204
281
3
i
244
a
239
285
354
ZEQ
Fiors
E

F0




R EEEEE —I—I———————————SSSS

MARERET
AMALYTICS
D SOYBERN Tods, EXFIOEION ahn DE=- IO B0
[k oriacy PALTEER 8550 2TTAIRDS LS 1 3 ) SR DRSS IS BROFIT

1. '8t H R4 4% 5 354 §oamg 232,327
- —& i) i34 LR T8 2E8 LT, ans

0 = = Ll Fhe nz 233 £3,EET
3. —_ a Gis She a7y 8 7.299
L - B 111 SER 20 414 LR
L - E 215 3% Flfie a7 i.110
7. - S et GHR 1is oy B2l
fi, =f1 = 337 L 1z 2il L1 E12
. += = 57 T4 an0 3 I, 617
T, -1 " 205 b= 285 8¢ 1y, m87
1L, — 20 Sun a7 333 B, 775
13, T b P Sp iy | 74 14,157
13 i 5 leo 4oy, 431 335 5, =
3g. e b3 1ae L2 ral I 5,315
k- — E Bl i} ET% 2 3=} L, 5EL
16, —_ E 1371 SE% s 429 4,818
17. — = 17 1% ik Ex k) 4400
18, 4t = IAL 51% ZaH 260 R
19, F—i ] 104 57% 2484 283 1,643
. — " 133 b 411 3 o) 12,737
21, — r 103 fi7x 43 JEE 15, 1E8
22. _— 5 g ] SR 07 295 535
dI _— z L ngn Lk 256 g, 50
24 —_— £ 1ng il S 0 233 13, 55¢
L8 — 4 135 pef 4 a2 iaF 12,18l
a0, L= A I a1 Jug 5,088
5L ~1=} It I3 fles) 241 Tz
R, S B 165 173 Zz 3,265
. —_— i a5 ang 4oz 3 HEL
o, -——— B 4 ILh iy 3,375
al. et 5 iy 445 azz 5,581
23 ——— = EZ LT 223 R
Iz — ] 3 5 247 1,143
- b —— E a9 ELE 275 ThIiE
i, ———— -4 IE k1) 491 1,143
3R, -1 S &S e ] "y FpElg
3T, — a El 4L 214 £ 205
= 1] g EX ZHH 0 1, GA
39, —i—= I Ef o'y 158 T 0
Air, f=11 I 71 GES 248 M 1,025
41, =T It st Al ] A3 Sprly
o —b—= 5 Lo L5 41z 20 L, E75
41 = o () a1% 07 HzE J Ly
44, — ic) i ST a7 3 734
45. +HH £ | qu% By 418 3450
Eh, FHE = a £3 £O% 27T 43 240
47, =+ il = A% 113 214 s
2. e = 14 1, R 435 1,331
a5, R = ¥y 441 kL 22E E,RRA
Shis —— = v =yt 251, 215 5, 5n
o 1 =l E 5 G 323 Iz 4 RAA
EZ. f > S 2 5% 53 405 =3 5 506
53 il a 5 52% ) 7 5,050
54, Lo P 0 £3 Sae 74 205 AL
55 -1 4] ha =¥z 1 T Gaaal
=1 —_— E i ZE% 2l 5e 2,303
Ly -t kA ] Eh ETgr | 214 %, AT
5 T 3 =z igl e 251 Lniz
s —_—— = [ SE I3 253 3,338
(8 _ E 55 Ed% W53 prln 11 11%

=]
k=i




MAREKETL
AMATNTICS

SoERME - {io-a0h

FETdl

Ll

Tl

CCPERET 0N 0E Y

v s & el S o 4 HARGCR FANGE M)
ot e e s o o ) e o] oA P
- HIEOL

EiE ETRRRR L IED I T . LRSS T DATTO TELEE E
= 114 e 51145 50z LR et = T2

= a2} Bl 1033 uyl B e 35

o a27 a3 g4z 234 e LR

£ ind FaL S B3 TaY e o B =5
4 ne L 25 ] 157 &1 15,74
8 74 =45 EZE 11} I e

a 128 ek BE% -ERE A9 T

] a7e Sl Ja3 T3 e B 20
[ rEs S 21 741 103 -1

3 47 2 My 783 Lok

a o SER iy w0 1 EL =k 2

3 I8 521 213 B 1.44 - L a

= Tl San 223 el p Rk - 2

a 173 L C3S a03 P T | 1

Y 2] S A0, 377 R L 1

= yl 4 1050 03z Loz 1

B 15] 0% R, 40 L.iaZ2 = 1

I 335 i 173 1234 e s L

5 159 kS 151y i Lighraol X

B A5 Zhn el =] L b8 7 L

MAERT B 4 drdl] HAHREM RENEE THED

Fh= el 1t R e e T o |

= COHTRCL

B3 FIRADES BEFCETT byl FARG. LCET WYL BATIO RS2
= 33 31k Zada L2848 1,56 5oL 235,53
z [ i IET 2 1AL = L 1Pl
a 1aeg 458 133 2nl B B

g Faa 25k 384 282 1.2 _:L

b i L 1y 53 T8

i &45R ] 33 gy o et ;

o 27 A 0% o A2l

G 1% i ) 301 Pl a1

= (b1 I 270 2= Eaow el

I 112 o5 ra-1ol e | - D b

z 2457 S E11i] ] L4201

5 S92k -1, 3 323 252 1.2l

= 1360 =¥ Ehi 208 T R §

E 30 pe.} 1) 15 e i |

E an2 L L 240 e R |

15 a1 =5 321 255 N T &

B G1n 53 331 32T Lol 51

= 1Igy i 330 ] i Ltk |

1y L] I3h 34 TR E

1 a2 47 415 EX 1. 5800




MARKE'L
AMNAIYTICS

HRDEE, FraTel 2450 R WPMOFIT  DAMELNIH . EUGLLoeE TOTTD BROTIT
1, 1 = ] LT 173 21135 sin. 02
r - 1A AL 15 iga Les T
%, T g plty i) 150 1eLl 24,411
4, _— E 1200 % 177 172 15,320
=P _— L] gy Ela 17h 157 3, R75
5 it it 466 E 152 L IL01E
i —— 43 L] Bz 120 1] 16,213
B —_— 1% G40 55 150 LTh BSE
I _ 4] 531 Sl 1R0 253 12,812

1t — 1% 4va [ S 157 Len 14,7
11, e = SR =1 157 pLrc] -I._H‘:'E
12, e =4 715 AER 1,7 I 12,288
1. —— L Jad S 172 1i3 5,647
14, —_— i 234 A= 1h0 52 L s
s _— 1 23 &fim 144 pict] ol
1E. _— z) 33L 2b% 17% 153 LELOED
¢ Er S —_— | 33k il i 172 jRE
10E, 3 = iz Lie 31 154 By 501
s — | i 2 le 143 133 L el
s —_— n 255 LS 17T 127 el
S LY, 1 AT LGY VTR i 2.7
A it = T RER 20l 153 2,527
i e ] ala g0g 20z LrL 10, 216
ro: —+H ] A5 b 19T 138 3,435
ot e ] 50 a6 i 126 2.-300
. -1 1= = 280 ER% 19% 161 5,003
T -t B 254 5% 150 185 5,570F
oA, -l I 2ua S 133 L 1,976
=, [BENR 5 150 Sid o erd 5,832
. P T= E a3 S0 161 152 344
3], —_—— It BE] Lt 1a0 it 7,054
= HH— E 125 EE. g 1=5 B!
35, b=t B e Faii 15 X 4,78
i, bh=t = b i = 1RE L5 1,538
A IR I« ah s 153 aad 5o
A, e It 137 = Fa 161 1532 L=
37 F—ET £ ik AT 158 333 432
. = H 112 1 1R i3 207%
9. —_— o N8 46T, 172 14: ZaF
Gl ———— H 13% 1= 13 15l 1%
15 —_ 5 14z i, 214 1z4h 12N
43 R =4 1153 59 15k 140 = 5%
nd. —t = 120 1.8 155 153 1,263
a4. e = =Hi ) 170 452
45 St = S1% £ 122 1,880
a5 . R B Sy pi=w) 1un IiL
7. —11=1 H 1] | 11n 454
1. — 5 Ll L= 155 (L]
14, —i £l L7a b 151 o
L1 —_— He 29 I 124 4.L00
1. —t—et B GHL T35 163 ]
e 1 —— | 523 158 153 1R
Tt e B £0% L4 138 1, mes
s = = 5 Lle 152 14 2,852
B — =1 2 bl 191 ang Fpa12
ShC — I 7% P 154 2,050
=T b T 5 e =g 18} s ]
11 —l= ] ESL | LT L P
e, iy = SES 165 137 1, HeE
T A B b} 17h 00 a3




MARKET

AMATYTICH
LEVE CHTTIZ FIdTs DREAHG IO I ORI THULE T AR
HREEEE Ef =N [EJ FTREDES LPTSTT BRC.DTH - MG EOES =i
1. N h BT GER 174 171 ¥
2. =T E 435 BlE 140 16T IR
= = 3 405 bl |- 175 TR £
f. - 3 TS o'} 18l 171
e _ 18 AL E3% 173 164
& —+ E g I 5T 152 T -
7. -1= g 220 &l 130 gL L
i -l ] 315 =339 143 ITE -
o, f— n S0 SR 187 IS H
a [ie at E 235 B 154 L
ko +H= B Ll3 ek FEAS E5] -
. =+ 5 ZHa ARE 100 EsX =
1= H 5 153 - 4TR 4L Lh L} Z
4. FH= B 117 SR 159 1 H
I5: (T F pli] 5 1nE i e o] i
16 A= n g Ex 174 40 i
b +—H- B el ] L% 1al 110 =
L 1=1= a 178 BN 158 IEY 3
14, —i I ik [y 5 335 ] i,
i — 2 i =Ar 101 1T 23
Fu i e g ] 125 47% 210 I3 ¥
ZZ. et g 11d 191 13} 150 I
i —4y- 8 93 SR 230 1o i,
4. —H ] ER ] 47 131 el LF
5. —++ B ] oyl 133 4
FLE —— ] 823 3% 155 rr
=T, s H i A3 133 i, ] LE
2. —— i 127 Ay 1o 163 1N
L 3 &1 qu 220 151
LS et 5 =] E3% 183 Lez 1
a1, — ] i Tle »33 171 LI
I, ———id 5 =13 e 1&8 B
31 —— 5 i 5% Bire: )
g, -+ ] ox BdL 154 Lig 1
IE. === =] e A5% 233 FEV
LS -—+ =] >3 onk 150 141
aT. —l—— n £ R4 177 173 17
af. it a 15 T 15 13 e
1. —— =] =1 ] - 203 213 I
an . —— ] T 3% 1z3 Y
q1. -] = i 0= Bl 1A% 150 E
aI. =t F a7 HOW =3 111 Ty
41, —1iie o e LT 176 151 L
a1, —H-H ] =8 UL A&7 122 1,8
a%L —H- g = HY iy 1y s
Q6. T ] 53 Iy = ] 1u E
87, +H—+ B B BIL ii-th 15l 5.
af. B fomm £ £ HEL] 1fa 133 £
an, Pa=11 [} = KRR 1= 143 =
a0 e — G 74 Rl 13 131
b 45 _— B 18 G1e i 125 o
= —— =] 5 ShE 185% 141 1
bt 1Y — B 15 =511 135 143
04 —_— £ 10 s ez 153
55.C S— = & 53 L ] 113
GhZ i =] i i i ratE] Jil 1
57. L & 0 L% Fril 136 3,
58, [ ] 47 45 743 176
59, —_— = 51 e any 150 1
0. -— E 52 5 1A 183 L

74




MARKET
ANALYTICS

i et e e

LIVE OOTE 4 70=E8] I

TROGE: FEarsaiinl 4 TAse)

e
ERITER jury=3 FTRNCES LT TS E LTS

LSt + 5 6 4= 2178 Flag

I ++ 4 k] 45% 175 135
IETEOL T+ B Ficg Af% 173 13=
= ++ b 227 SRR 130 171

b it 5 3zs AhE 171 121

b1 ] — 5 247 g as 157

R = ] 507 =3 1] 1s7 173
OCHTREL - fi 45 = 1z4 g
= et i 36 e 142 155

=4 =+ ] 1ay EZ 168 174
117 = 3 270 £148 1= T

{13 +— z 458 i lug IR
CRIT=0L +— 3 4z ey l53 iRl
= +— 3 455 L y Lol 1A%

=l — A T =L i 134

T — 3 -] 5Tk 18T 13

R — 3 6L T4 175 1377
CIXEIRCL - B 12 Sik 137 171
IE — E 254 Sie =k 1

B4 == -] a93 L3518 RE= = 172

HERRCW BPFEE 4 {54 ) it

WL FATTO CIEXG ERDEIT
1,20 =1 % E,224
Lagal 3,012
| B ila i o]

ALzl 235

A5 = 2,475
Frazd 1,508
L | FLELD
= S e § 24,504
-3 3.1 17 el
o o VL LER
1.5 =1 1o, 134
B 13,536
l.as. = L 20,111
1P | rERCN 5 5,313
o2z oL 145, 100
1013 01 11431
B T4
TadZFoe 1 1% 530
I3 o1 To22h
l.cs:-21 4, 7o




MARKEL
ANALYTICS

PURPOSE

e S

TABLE

A-D:=

PRICE PATTERN STUDIES VIII

Ta determine if the previous day's
close {closincs) and todays open have
an impact on price direction. This
was ascomplished. by ftesiing ‘every
variation of open and closing “prices
from two to Tive day periods. A
trade was taken hypothetically on the
opening price. The direction of the
trads WAL determingd by total
profits.

In“the column marcked pattern on Table
B. Humbar 1 shows {--J). From lfeft fto
right this is ‘read the close of
yesterday 135 less than the close of
two days dago and the open of today 13
less  than yesterday's c¢lose. Each
pattern 15 read the same way {from
Teft to right) with the ocpen “always
the plus or minus on the far right.

Displays the results of these tasts.
The dnformatian provided iz A%
follows:

1)} The pattern fumber [1-60)

The pattern

Whether -the trade was a 5ell (3)

or Buy (B). This 1is determined

hy total profits.

4]  Number of trades throughout the
tzsi pericd.

5) Percentdge of profitable trades,

&) Averags of Winning Trades- -and
average of Losing Trades,

7Y Totad Profits, slippage and
commission wWere. not includad.
Note: Table A and C s pattarns
display closing and ppoEnTNY

prices ahly. Table g anpd D
include a rangg expansion in  the
last close of each pattern.
Range expansion 1s defined as @
daily rangae Targer than  the
previous day's daily range From
high to low.

|
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ANALYTICS

TEST DATES: Japanese Yen 197B-10&8
swiss Franc 1975-1988

CONCLOSION: These patterns provide the trader
with a reference fo the individual
characteristics of each markst. A
quick check of  weach day's prices
relative to each other :@nd tThe
opening prics, provides you WwWith an
jdaa of the days' possibilitisas.

AFPLICATION: Observe intermediate trend and if the
pricea pattern cantirms the
intermediate trend, trade more
aggressively in that direction. Tn
the cage of a price pattarn
indicating -& bias counter to ithe
fntermediate trend cbserve caution on
entering naw positicns.

NOTE: Additionzl tables have been added to this
report. Instructions for there use are the
same a5 in the above report.

L |
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SHISS FRANC OFEM-TO-CLUSE. FATTZRNS
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JAPRHMESE PCH OPCH-TO-CLOSE PATTERN:
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HUMEER PAITERN B STRADES YFEOFLT BYG_ Wik AVE.LOSS I0TAL PROFIT
fc a3z 5 TEA 51 t o189 $121 {5,025
2. -t n 745 56 132 176 17:312
2, E 5 PG £a 181 171 2,037
1, —5 B 047 57 190 136 2R AR
B === E T hE 126 140 e, 1E2
P gy E 375 50 FOE 1ai E 674
¥ -%- & 204 Lo 173 150 sl
3. -t 3 4111 L4 19¢ 183 7450
a, b E 437 1 175 a0 16,375

I o4 E 3R &0 152 174 10,5R7
11, Fo E 4371 50 196 14E L AR
T 14 E 167 ni FOE 109 15437
13, b E B 1ER s 731 I0E B,100
14. R G 174 5 193 Bird 104
15 EL E 171 0 140 i) 4775
|6 2¥aam G 174 61 173 fas 7,375
1T ¥y b 11 RS 130 14 1.7R
18. e 5 214 bl 171 147 A353T
14, Fam E 154 5% E2G i[53 4,318
oo, Fmna G 28 53 191 Lan 2,374
el b P B 243 53 213 147 5,067
iz, ——=Z 5 204 Rd 133 116 £ ITh
73, -=t= 5 179 44 1an 159 1,825
24, = 5 ne 50 g1o lan 3,337
£3. S, 5 110 L 198 175 2. 587
26 1= 5 1E3 e 157 201 1,912
i ataF L 174 1 151 4 5,225
25, —+-- B PRA &0 135 L75 11,549
o P AR E L7 50 g5 E 14% 2,087
30, — 4 EH 55 gan 147 T b
31 LR B ] RE 1an 185 L an
IE, ———t4 = L7 L ezl 172 2,837
11, maFas L 17 56 193 170 4,075
19 gy E 17 G4 137 147 3,51z
35, Lk E i 43 23 K1 150
Ak ~=FFE 5 nd 56 233 123 4 5n7
. S B EE3 4l 184 133 ar
e e, B 5 i PEE 158 3,524
30 —t 5 2 Ll 150 159 BT
i, it 5 4 55 174 1a1 2,405
11. -1 ¥-- i an 5 1ak 182 33123
an. CHEST B an i1 195 206 3,612
11, —dt- B a4 il 155 190 1,275
44, —4kia b s 61 25 177 E.362
45, FHEE n o 51 7ai iz 075
148.: - i al 54 234 183 3.5h2
a7 FEFLE B 76 5Y 155 206 gin
gy TR B 70 GO 161 181 £ 200
19, +3-+% 5 aF &1 bl B 127 1,231
5. -t 5 a7 i 201 1719 7.9499
Bl R 3 14 £ =) 164 4,637
B2, o ] 9k L3 A 181 1,778
i 1= = ao 55 Ik5 1849 11,6887
. Fakze g o 55 182 153 1,437
55, +-+- B 493 L] il TE7 2,100
ke totoo B 124 63 12l 1R E.D1Z
BT t——tt 5 ap q4 1T 201 a7
53, t—-t- 5 80 E4 144 145 3275
54, [ B az 13 z04 177 474
Bl Fanss g 110 Ed 155 152 3,837

o3




MAREKET
ANATYTICS

HUMBER PATTERR B#45 ¢
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HUMBER.  PATTERM
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2 DAY PATTERNS WITH
DPENTNG RANGE BREAKDUT [ORE)

PURPOSE ; To test a basic, freguently-occurring price
pattern to determine if a bigs exists daily.

2 pay

PATTERN: The close of yastarday {2) relative io Ehe
day before's close (3) and the open of today
(1) relative to yestarday's (2) close,

ORB: A trads taken with entry at a predetermined

level above or below the open.

TABLE: {2 DAY PATTERNS WITH ORB)

Displays the results af these tests. The
information provided is ag Tollaws:
1) The entry level above or below the open.
2] The Z-day pattern.
3} Whether the trade wzs a buy or sell, This
iz determined by Gross Profits.
4£) Number of trades throughout the test
pariod.
\ Percentage of profitable trades.
Y Average of Winning Trades-and Average of
Lezing Trades.
7) The ratin between tThe Averags Win.and
Average Loss,
BY Grozs Profitss slippage and commission
wera not Included.

TEST DATES: Ronds 1975-1950
SR 1948714088
BEANS: 1970-14953
CATTLE: 1970=1985

OBSERVATIONS: 1) These simpls patterns provide many high
percentage trades.
2} Previous day's clos2 dees have somz impact
on the next day's bias &fter the open and
move of f of the open.

APPLICATIONS: 1) Use high percentdage trades for reading on
daily biasz.
2} Take trades in direction of intarmediate
trend when £ day pattern confirms trend.
1) Use as base for'more complicated system
deyalopment.
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2 w3 DAY PATTERNS
| CLOSE | OPEN |2 CLOSE | OREN

gt

T'0-DAY PATTERM WITH QRE: This pacttern jg comprised of yesterdsy's
claza ang coday's cpentng dirsction, Ad dpezning Fangz Irsskout trade
13 taker thersaflbef.

THREE-DAY PATTERN MITH (QRE: This pattarnm i% comprised of yestérdazy
ana wne A2y bafare's closing dirsction saé today's opening dfiraction.
4n ORE srads 15 tak=n Zherszafter.
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PURPOSE:

3 DAY
PATTERN:

3 DAY PATTERNS WITH

- ittt L

OPENING RANGE BREAKOUT (ORB)

To test o basics freguently-veeurring prica
pattern to determine if a bias exists daily.

Tha cloge of 2 day's ago relattve tn the
clpse ~of-. 3 days cagi. CThHe tlgses Jof
yesterday relative to the clogse of 7 days ago
and the open’ of today rolative o yesierday's
close.

& trade taken with entry at & predsiermined
Teval above or below thes open.

TABLE: (3 DAY PATTERNS WITH ORE]

TEST DATES:

OBSERVATIONS:

APPLICATIONS:

Displays the results of +these tests. The

informztion provided i3 25 follows:

1) The =ntry lsvel above or below the oben.

Z) The 3-day pattskn.

3) Whether the frads was # huy or sell. This
i5 detarmined by Gross Frofits.

4) Humber® of trades: throughout the ifest

period.

) Percentage of profitable trades,

} Average of Winning Trades and Averags o

Losing Trades.

The ratio betwesn ths Average. Min and

fverags Loss.

A} Gross Profits: slippage and  commission
wazre nnt included.

+
J

L

b |
-

Romcds: 1072-19E5
Sefre 1oR2-1988

1} Thesa c=imple patterns provide many high
percentage trades, The most  astounding
percentages  occur on moves above Ths opan
showing sale -and movas  below the opan
showing buy. This 5 contrary fo normal
percentagses an. moves .off the opesn and
provides valuable  insight ~into the
characteristics of markets.

1) Use high percentage trades for reading on
daily bias.

2) A wvariation 18 tno fade-price-action off
the open when percentages  suggeost to do
0.
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THE PRINCIFLE OF CONTRACTION/EXPANSTON

The principle of OContraction/Fxpansion l= defined as
the merket phenomenon of change from 2 pericd of rest fo a
period of movement bagk to @ period of rest. This
interaction betwesn the phases of motion and rest are
constantly taking place. with one phase directly responsibls

for the others' axistence. Diagram (i) displays an exsmpls
of the operation of thiz principle. Below the last =iy
wertical bars a leticr (E) or (0) denctes wnether fha bar
Aizpiays a3 Conkraction (C) or Expansion (E). This principle
iz appiicable to any time frame. For the purposes of this
report T will use a daily open, high, low angd «lose data.
Tn order to establish a means of applying this principle to
actual profitable trading, the computer has been utllized.
Tests were run on & method of trading called opening range
breaxout.

Trend Ty iz defined as a dsy when the first hour's
trade rapprises less than 10% of the day's rangs or the
matrket has no dominant area of trade threeughent the session.
Trand days are cheractecized by ah opening mear one  extrome
and & close on the opposite extreme of Ehe daily range.
Trend days fall into the category of edpansicons.

To eatabklish some sort of basis for comparing acticn
after a&an expansion or contrackion, 8 control group was
eatablished. Takle (A) shows the percentages of Gredes
taken off the open (ORE) along with the same for two
contraction patterns — NRE, NR7, and two expension patberns
— W54, W57. The column l2belled "Copmtrol! is Ehe conkrol
group. In th the control group and the four patcterns,
trades were taken off the epen ab a predetermined level
shove and balow the open. A (B) or (8) rnext to the
cercentages indicates if the trade was profitabls as a  buy
or & szle. Tha parcentage reflects the profibtability of tho
buy oy sale.

The control group rosults mede one thing obwious, tThat
the move off the open by the predeteormined amount  Gsually
was profitable if followed in that direcilon. In other
words, buys were profitable when faken after a move above
the aopen and szlec were profitable when taken zlter a move
balow the ooen. In most cazes the further the market moved
away f£rom the opsn the better the chances of continuation.

Four price petternz were tesgted for profitability on an
ORE after the pattem. Two were contracticon pattemnsz (NE4
and WET) and two were expansion pattorns (W91 and WET). The
patberns are defined below. THagrams are provided for each
pattermn.

NR4 — The narrowest daily range rwelative to the previous
thres day's daily ranges compared individuslly. (Ddagram €,
Takls B).

wsd - (Widesprsad 4] a day with a dally range that is
larger than any of the previous three day's daily Tenges.

iDiagram T/, Tabla C).
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NB7 - A day with a daily range that is rnarrower than S
previous six day's daily ranges corpared individugliy.
{(Diagram E, ‘Tablae D).

Ws7 - (Widespread 7) A day with a daily range that is
larger than any of the previcus gix day's deily ranges
compared individually. (Ddagrem F, Table E).

These patterns allow for = comparison of  results
betwean trades Laken after contracticas  and expansions i
tha direction of the move off the open. The followins
comparisons will {llustrate something about market behavior.
Percentages ars reverses and profits indicated as 3 negative
if the trade reflected obher than a buy sbove tho opsn or =
sale balow the open (refer to Table C and E}.

13 Refer o Table A. An gverage of all percentases undes
the colum laballed, "NE7" waz A4%, "NRL"-64%, "Conkrol™ -
I7%, "NSAY-DA¥  and "WESTY-52%. The more pronounood the
sxpangion, the smaller the percentage chance of Followins
through in the direction of an ORB.

] Fefer to Tabhle B, ¢, I E under Oross Profits. A
cumilabivie total of @ross Profits for the contractios
pattomms wvs. expansion patberns on trades in the directios
of the move off the open showed $710,000 for contracticns oo
7:313 trades and $102,000 for expansions on 7,524 trades.
frofits were seven times larger for ORE trades after
contractions than after sxpansions. This clearly  indicates
that:  Ffollew throwush 1is  significantly greater after
contractlions than after expansions.

3) T comparad the percentage profitability +to the control
group, the contraction patiemms chowed bebter resilts 30 oos
of 32 times. The oxpansions showed worss resuits 29 mut of
37 times. This iz another way .of {liustrating the
cumulative percentages 1n (1) buk glves vou 2 better idea of
whot mekes up thoze fiqures.

Clearly something is going on here. The suggestion
From these resultes 1s that one showld be lcoking to oo with
A  forceful move off tha open after a contraction and not
willing %0 do =0 after an expaneion. In fact, fading price
action off the opsn, with trend, afker an expansion is =
consideration. Other patternz can help with the decisicn on
whether to fade 2 move off +the open  along  with
previously-rentioned market conbext. If nothing elza, one
should be aware of the dangers of ORE trades the day affer a
big directionsl day. Caution is necessary after expansions.
This is when the most attenbtion is given to the market by
the novice fredes wlw invariably gat caught in whipsaws and
trendiess mrkets.
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2 CONTRACTION/EXPANSION

-In—rr =

i)
i
I-'H.
imi
-5 ]
o

LEHTRACTTOH FEXFANS LON

PRIMCEPRLE:

cons=zantly
feck ko i
BOLAOEN aed CEif ArT
rEgpinsihiv  Far had ot

= :
ron- a4 gerisd-o0f o

radanC.. Thls

Cconstant 1r EAkznd n-a_u =1 L

Fl Fetan
har s gETetzara

By —
A 1
[ aF F'-."":f'
2 . Yy
] L_,.Jf
| CoMn
OPEM[MG. Eanss  ARCAKUEY - (JE0l: ls.og Sreds-Saisn 4f o precatarmroes
ABAeAT 1bhasdg Sf 4 1l&e Chg S AN FAmia-

TEEAD DAY:

ieE

amgte

Thrangin

ORE 1R

-
e

TRld AT s
cAdmmn Dhe piluids’a

shmophsse d{rect]

pruntaEanzas 15
mi
T
¥

SND DAY

Ghao

EinFIir¥L Rocrlaitirals

remgE  ar

=
the

margar

man

Cile

S EE Ak

charzciar Txad by

naprties

ne  domin

L G adfing

Takn

S I

E 7 =af
ar--Epada

Sire wr L ars

wxd n gl

dn thecopposibe sxirvegsar bRe drriv maggh.

 hi

107




MARKET
AMALYTICS

o

R

GEESN PLUS 16°-TICE
GPEN PLuX A TIL3
FREN HINUS 3. TICS
GFEN HIAME 16 TICE

i:F (37-33]

FPEN PEUS 184 PTS.
UPEN- FEHE. 39 PT5;
DPEN HIALE: 830 PTE.
OQPEN HMIREZ 7150 PT5.

ffals [fp-z2)
ORLH PLUS 1D CENTE

OPEN PFLUS: 5 GEATS
OFEN HTHUS 3 CERTS

OFEN MTHIS L0 CENFE

CAITLE {TO-00)

UFEM FLUZ 50 PTH.
QFEM PLUS 25 PT35.
LPER HIiMUS 25 PTS.
GEEM MINUS S0 PTS.

EATTEEN PERCEMTASE

COMTROL W54 {R4 W57 mAF I

BED
B55
58
558

G559 454 D56 D74 875
050 &&% 350 =254 =74
B45 =54 351 552 552
BEE4 353 564 564 E5S

549 R32 544 2E] E&L
545 BE} =45 EZ51 BST
SE7CO3ES BA5 582 E4B
549 3&L 245 Zén EER

=0 B62 5319 pGE- BFD
%44 BE4 5EO0 357 BT
524 553 554 563 560
=60 558 ‘553 571 SUS
e Bd3 553 553 553
B55 EAT 47 853 EEE
54 280 553 551 Za0
302 584 5333 56! 272

i
=}k
561
)

SRARHE [ROJT
B75 S&a
E5D  2Ep
5145 ZE
¥y OBV
75 62
232 CBAd
SEE 554
I62 564
i£5 566
Brd 563
558  Eec
5Fe  ZEE
152 BES
251 BaE
SEB AG6d
355 585

6%
HEE
353
6T

LS
B&3
=51

] 1]

EET
HEZ
IR0
561

ey L1l

00 W f= iy
v L e

LR R ]

aul

Lok L
AT

SR
dm ih R

[EEREIRR

1ng



MARREL
ANMATYTICS

L.

WS Y

WIDESPOREAD 4 (W3 4): Iz a day with & gaily range thaz fs lairgsr than
any af thg prayigus shree déy'd randes.

B45 MHO.TRANES £ FADFIT AWG-WIN AVG.LU55 GRDSS PEDEITS
EGRDS - OFER FEUS 1L TILs ] 151 nEg taia LEET 4,140
TG-&G QEEN PLUS -8 .TILS | 207 =g Tan £3 e
C0en HIMUS- B TILE i 281 14 451 253 4.8TE
GFEM MINUS 18 Tlcs i 125 £ 445 £14 e
5= OREN SLUS L60 PTS. g 124 8% £1.247 339 EL3,48%
BF-48  QFEN PLUS  RBD PTE. 5 Zes 43 3E1 Tha 4,674
AFEN HINUS B0 PTS. it RS a7 N L) H44 345 LS
CEEM MINUS 160 Pi5. -5 13% 33 1 ZE% B8 E LT
BEAMS  OFEM PLUS 10 LENTS = 185 anz ERFD $35% £E.494
LR QPEy- FLUS 5 CENTS 5 534 43 a7 347 G009
OFTH HIMUS 5 CENTS i izz 54 387 e Ld, LEt
OFEN-HINUS IO CENTS 5 194 i 231 159 (T e e
CATTLE OFSH FLUS S0 PT5. ] ans A7I EL1E 4130 57,158
FO-A%  OFEM PLUS IS5 PTA. | BEd L Lan 153 1,748
JFEN MINMUE 25 FTS. 5 nir 5a [25 153 E.5EE
JPCA HIHES 54 PTI. £ izl 51 187 1449 1:576

ip%




MARKET
ANALYTICS

3 WS 7

S

E

WIODESPREAD 7 4WS 73: T3 a day with a-datiy rapge that 9s lidrger ithan
Ay af cfhe greviout 9y dayt i ranprgss

= ¥5_7_ (pAR)

AfS HO-THARES I PHOFEE ANG.WIN AYE.LUSS HBRLEEZ FROEIT

BohbE  OPUH PLUS LéTICE ;] 1&5 EEE Ea22 LG R sS40
TE-ER OFEN-PLWS - R-TLES i Lz4 in 45 8% o
APEN MINUS B TILS g Led gl 158 152 10738
QFEN MWINIS 16 TIRS R s g0 5T LR 151E)
512 GPEN FLIS TS0 FTE. E IS 443 1,404 £a73 519358
=X-En BPEN CLUZ.  &0-PTEL 3 VEF & 1,135 b 13,574
GFEN MINIE B0 FT3: I 13d 45 i,ea 730 25858
OFER MIKES 160 FTS.. S i 43 I,af 675 34,739
EEANS  OFEN FLUS, 10 CENES g 147 19% $717 13163 T5,.750
JO-55  GFEM PLOS 5 CEMFE 5 Pra | £5F 1z 17,081
OFER HERES -5 CERTS 5 o 5 333 415 T.2TE
QREN MIMUS 107 CENIS % e £ d12 511 1,237
CATILE. OFEN FLHS 50 FT5: 5 1 EEE ) L1137 .28
-5 APzl PLUS 25 PTES 5 RS 5T | L35 Lp24g
OREH HINKG 25 PTE. 5 230 53 18] L4E L1654
CREN HINUS S0-PTE, 5 i85 33 123 154 I.oa1




MARRET
ANALYTICS

A.

ZoamE  (OPEW
TEoE
JPCY
FEY
IFCH
547 EFEH
Broiz

izt
CFER

COER

=
a#En
JpEx
gbEE
ZATTLE OPEW

i

OopzH
OFEH

OPEY

OFENING AANEE MREALINE W& 41

HI.TEA0ES  SPRCFLT  ANG-MIN AVG.[O5S

S - GROSS PHEFITS

rius s 3415 L ELT]

L

i
AT
Ll
i
[y

e
ELHE
HINE
PLUE AEDPTE,

LTS 51

aaz

.02
FLUS: 35 TS5,

#iHus of PTE. £3l

1. R50

MTHUS 180-PTE.. 4G g 750 lilla
FLUS LI EEATS - 7 =IEL ts
FLDS. = LEHTS 156 7 B ErH
MENIS S CENTS Ll i 7 FLE

MERUS (0 CERTS . 133

sims Lt 12y &3 14 ks
s IE-E TR il & 152 150

]
=
=1
m
L]

158
1L6

.]_1.-

.
]
-

RN =L | TG

oy o | LFLTE
b B2 e L i FEe
1ig&2vL 550

718
A&, 6ES
580056

a0, 505

17,528

e |- 24,497
307 T e 2270

LB3 1

o
s
'

ia
1
r=

GIAEEAT A

BiAGRAD &

. R - e S | s I

An. RR& {2} with an-Joening Rampge Brsskout oo-0L) Aftee {he
ARL oR Tap 2. . 'tha meriel —opees . on crday- i cagd. ralVies o
Eredetormaned AEowAs aacyE thh gpen. A Uy is pade. an =.3tdd
1t Fhe pregefmprpunes cleysl wit®own o @xit poo the closs of iy
Ly Fhe cesuwitis sreisnown 'in ERE Tehie provides

A MRS TZ) With 2= lpeslng Foade . Beeabeul’  dawn. [T1.. . AfTEr
the ! KRL- on Oa¥ 7 Che RAFEsT . oppns of Doy =nd decltaps &
sFedsteormines azouns bedmw tho ofen. A 'sake dsc mEde _on oA
stop @ the Ereesteraines- e~ el wlih 28 ©xit on fhe-olase ot
Ty

Jest




MARKET
AMATYTICS

CRREING Rt BiEhadl

/5 breelEE MEROTIT AT AmLLoEER WL ERTID s

ERiE oo+ 13 TS B X LY 2418 353 I 17
cpEl - ATIEE 5 Lis LR 431 571 1.92;

me - BTES 4 isa 54 s14 124 .58

oy - 1ETE. & i fd% m = =5

=5p . el + 160 7TE- 3 34 BTE B3L 324 U

oh e BFIm B 132 611 = TEY L

TR - 00 PTG 5 T2 s i 222 TRL 1.0l

Lo — e FRS 3 B4 =hl] 715 E4T 1.18

EanE CFEM = 10 RIS 3 Lz 1] i a7 1405

OGN + S =TS 3 233 T 204 e .03

== - 3EE S '} LY 437 152 e |

CEE - 10 =as 5 1y T2 455 et 5
CATTIE e s P 1 1k AS3 114 L40 L0z

TEEM = 15 [IS a =3 i ] 1] 154 I 11

o=t — 25 °FR =l 51 EL i35 35 1:14

o - 3OS = 130 ik 149 N Liis

—
[, P & LR I T |

L o
cammasaa inda

|-




MABRKET
ANALYTICS

T £ B AL e S
EfS THADES TAGTIT WIN ~LOES PROMITH

ELRQDOLLLE

Ed=R9 GIER. =B TIC3 E -E] dne L35 i <Al
J2'ZH vt e FTICS I 16l 55 14§ TEL 1d&2
OREM =3 TICS E Ly L3 LET e | 4174
CPZN =8 TICR £ 7 51 1Hk 103 1280

g TEN

TE—d CEEN 420 1S < k-1 45 Z{2 146 rLF
SFEM & 10 TICE E e tF 154 17R i
(IFEM . = 10 TI0S = 385 3 lbH 130 T4
TIFEM 20PTOS = 152 g 1I3 145 1574

SWISE FFRRN

TL—-EE ORPER:+ 0 PILE | RS 51 ZIED ZaE mERIN
O0EN..+ 20-TICE 3 aug =6 240 wag R -]
R s TS A =75 51 247 ) 4115
e SO-VECS g 230 61 3241 245 BTz

[ -HAZE

To-H3 SEEEL LI PICS I 212 G4 2O ihy I
SPEW = TU-TICE I 437 Eg LETC 7 BEOTD
GFFEM- = 20 TR = I8 =T 1kl lnd SAA
CEEM L= A3 TS E ZNE 53 IFEQ I3 A

0L

Th-E% DPEN -+ A0 mECH a 182 - 1] 18n 5200
OFESN. -+ Z2a FICE 3 155 T B 1 A8 5T BES
(P AN TI0S a IEE 51 azH ol LEGaN
OFEK = a9 7705 kH A4 &7 E13 ZF0 Bima

CRODS OTh

H3-3%  DRIMOT A UTCS E 1oz ] 1EE 224 1525
OFEN + 18 TIud L3 ZL4 sH #13 177 25624
CREKH-< 17 TTeS = 1po 48 215 LKA 3541
fEH = 20 BICE b 1340 R b 2 i o gHE

LI »

TO-E9 OFEN 1% TSECEHTEE il SA 1un IZ0 204
OEEN- +1 144 CERTS 2 440 L5 11& e 171
OFER -1 144 CEErs 8 8T il LhnE 10& g2l
OPER- =234 CEVIS -3 235 AT 1z5 1lz 154

}_:I;r:;g' OFEN 1212 TEZHTE E 451 a4 1740 317R a3
OFEY 41 14 CENTE B EEL 7 153 T2 Wiss
OPFR =31 17 & TERTE O £745 51 154 1372 A%
UREH =3 7137 0ENTS 3 §%E ] lu® 1Bl &7

113




MABREKET
ANALYTICS

NOENING RANGE SRMAKGUT

TET
E 3 AWE AVE GROSD
EfS  TUALES EBEOPIT WIN - BASS TROFITS

FOROCOLLAD

Te-3% T nREN + F RIS 5 LT ai FAEs 13% 1dzE
QIEE + 4 °ICS g az 43 p 4T Tl 4 ) ki
DB = 4 TS S S5 3] 137 117 272s
OFER - & TIC kA 14 53 o 138 1274

- EH

FErLLI SPEN 4+ 20 TS =3 a8 S4 185 20R 2735
neEy + 10 TS =1 Zz0 54 19y AT 1737
GEEM = LI TICH £ b | i7 187 L&D (A1
APFM - 20 TICE 5 113 54 176 I3 Lgan

SWT28 PRAFT

T=-nn (PEM = 40 TICH E 1B 53 Lo 4013
GFEY = Z0 TIOS = ZIEL 45 12 Pl apad
gk - 20 2Ics 5 233 A9 Z9y o 23B TE0
fyEK = 40 TICS E 136 =0 a7l vadE 2087

o MARE :

Te—nm UEEH -+ 20 2I0S = 138 5§ 76 14 106R2
CEEH + 10 TICH E 272 [BS 157 1w 1200
OF[ = 20 TICS B RS 54 164  1LE k=14
QEEN: --20-TICE E| E3n. 49 I3 5 135 2E37

(10

FEDT: 1 PR+ 40 TICE = ik 54 ri b LEE A0
OPm F 20 TICE 2 212 50 445 410 4580
CPEM: = 20 TINS E 213 - 51 515 363 17580
SEEM - 40 TICS g Ly 50 o ZET Iazon

CRMUpE OIL

fi—=% OFER + 24 TICS z 74 L zie 147 L1170
OpER s 1 TICE 5 145 51 224 158 5520
QBN - 10 TICE -} 137 L] 231 i55 4E18
QEEH — 24 TICS = ] EQ 35 177 2135

%%ggﬂ ODEY +2 1/2 CENTS = 148 (] 113 ay Lol
(rER +1- 174 CEETS 2 237 14 Lt BS =70
SPEY -1 14 CERTS-3 278 55 g 147 1449
AREY =% 1J3-CEKTS E 1E0 44 13 100 2374

HERAT

TO=E4 npEyN, 4% 1f2 CRHETE 5 IE0 Al 183 174 15310
peEy +1 174 CENTE 5 403 47 ez 152 TELZ
Spkd. =1 L0 4 CENTS B 51 Ly 1372 152 115

ppEal =2 Lf2OCFNTE B 271 53 16A 82 B3N




MARKET
ANALYTICS

INSIDE DATS TN THE S+P

Oremiputar  studies sugoest that Inside Deys (ID) provide
very rolisble eniries in the S+F market. The data wused in
tha studies is daily open, high, low and ¢loge prices from
1982 ko 1987. a1l of the followlng patberms are defined for
& computer but can be seen essily oo a daily bar chark.

Pattern 1: (Diagram 1) This patiern is siwely an
ingide day followed by a sale(s) ca a lower open or buy (b)
on a higher open. Entry 1= on the open with an exit on the
same day's closs with no =stoo. This procsdurs produced
sixhy-el -::111: percent winning trades with profits of $18,000
afFker an 518 commission. This is a -reasonsbly high
percentage and guggests a strong biss in the direction of
the open =ftar any ID.

Pattern Za i= defined a5 =2n ID with & higher close than
the previous day followed by a hicher open (rafer to Diagram
Jaf. A boy 1is ‘taken . on the open @nd sxited on the close.
The same is dome oit the sales (Pattern 2b, refer to Diagram
Znd if there was an TD with a2 lower cloge followed by =@
lower open. Agaln, skops  were not ussed. Thare wera
fartv-four trades as such with seventy—four percent of them
profitsble. Net profit was §14,914. The percentage has
improved and profite are betler per trade than: Pattern d#l.
'1'1'-15 supports the premise that the closing effects the next

=y's actlon angd mfemial breakout.

Further tests wnoover =ome variations to sbove rosults.
2lthouch the opening direction affer an inside dey  appears
to be ca- valid indicator of upcoming dirsction, there are
scma  specific patterns that show very high percentage
profitability without the use of the previous day's closing
direction. Specifically, two pattermns; one a sale [(Pattem
No. 3), one a buy {(Fattern No. 4). Fattern 3: (Refer to
Dizgram 3)° The day of entry 1s 1led Tay 1. The day
immediataly preceditg the entry is Day 2 and each preceding
day - 37 4, 3; ebe. On Dey 1 =a open lower than Day 2i5
mid-ransa  and lower then Dey 2's closs iz necessary. Tay 2
mist be inside of Tey 3. DBy 3 must have a higher low than
Tay 4, A sale is made on the open of Day 1 with exit ca the
Plose of TDay 1. Profits were eighty percent with winning
trades five times the =size of loging trades. The only
shortooming iz that omly fen  trades could be found Prom
1052-19A7. Pattem 4 iz similarc to Pattern 3 with opposite
parametsrs. The only excestion 15 the open cn Iy 1 nead
only +to be Thigher, not @bove mid-range. S0 to reviaw
(Diagram 4). Tay 1 a higher cpen then D=y Z. Day 2 inside
Tmy 3. Day 3 lower high than Dey 4. Results were as
follows. Winsty—one percent profits 880 ©o  B20 averags
winner to average loger. No stops were  used. Only clewsn
patterns to the upside were found. The market action
implied in =ach pattern i= & short-temm trend with a loss of
momenbim on the Inside Tey: The open on Dey 1 is in the
opposite ‘direction of the irend and is am indication of a
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chiff in sentiment. This shift in sentiment ceusas Ehoss
iy sBill have existing positions against . the openiss
direction to liquidste longs or cover shorts. Participents
cowering their pomitions is more than enough: te tip off @
directional move.

2 =lightly different perspective on the Same Lype o8
pattern is to lock for & retracement to the previous oays
~lose after the opening and tske a position at thab point I3
the direction of the open. I fested four pattemns =
deronstrate this principle. Pattern 5 (Diagram 5) ghows 28
Tnside TImy with a lower close on IRy Z-than Day 3. Day 156
open 1z above Day 2's close. Thoe Chances  ars gixEy-tes
percent that the merket will close above Day 2's closo o8
Day-1l.

pattern 6 (DHagram 6) is an Insids Day on Day 2 with
higher close than Day 3. Imy 1= open iz above Tay Z°
lose. The chances are seventy-nine parcent that the markss
will close above Day 2's close on Day 1.

Pattern 7 (Diagram 7) shows =n Inside Tay on Dy 2 wits
2 igwer cigse than Tey 3's close. Day 1's open is below T80
91e ~lpse. The chences are fifty-nine percent that 5=
close on Dey 1 will be lower thanm DAy 2z closa.

Pattern 8 (Diagram 8) ghows an Inside Day on Tey 2 with
a higher close then Dey 3's close. Iay 1's opan iz helow
D=y 2's cloge. There iz a sixty—seven percent chance that
ik prrket will cloce below Dayv 2's close on Tey 1.  How cas
ol wse thisz information? It suggests a sStrong bias in the
direction of the open especially after a higher open. The
prolonged bull market obviously had an impact on thess
results bnt in generzl, a counter move hack to Day 2's 105
2ftor the opening direction iz lmown, should be chescyvad for
5 1oEs of momentum snd possibls entey 1n The direction of
the open.

another totally different. test in  the 54F hag som
inters=ting implications and could be £led in with the
previous patterns. On any day that the merket has moved two

hundred points above the open Intradsy, it has closad =
the open ninsty percent of the Cime. Alsg, on &Ry day that

he market hes  moved two hundred points below the open ik
has closed belew the opan eighty—eight percent of the fime.
Thiz was during the period from 1982-1288. Mn aprlication
of these results is a= follows: Eater in the direction of
the 4nitizl brend on any low momentum move back to the opsn
=nd exit on the close of the session. This can be done afier
the imitial trend is ostablisbed with =2 two hundrsd poink
move in one direction off the open. The main cualification
iz price action om the pullback. A high momentim move back
through  the open leaves the initial two hundrod point move
in question. Thiz can also be applied after an Inside Dey
wery effectively.

1 think it 4e necessary to shed 1ight oa how
extranrdinsry the results for Ingide Days ars. & SesSt on 2
cale of a higher open or buy of a lower open with no other
information to work with provides z winnlng brade Fifty—six
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percent of the time wisn exiting on the close the same &=0
of entry. This suggests a matural tendency for the markss
t0 reverse the cpening direction by the time of the close.
Thiz natural tendency is reversed after =zn ID. Why? HWhst
ig it about =an ID £hat produces follow throwgh after the
gpen? an 10 is nerrower than - the previous  day. AOE
nerrowing dey shows loss of momentim  end when within =
previcus day's range 1t forme & congeskion  eraa. A
comcestion  is directionless trade with The markes searching
for new information. A& tomporary state of belance of
equilibrizm s=xists. There is a tendency for tha marieh o
trend after @ congestiecn. If an Inside Day is a valid
congestion, it will produce an imminens trend day. One cas
aczume from £he above tests that there is & tendency €0
trend after these patterns (ID). These tests support tha
premise that Ingide Daye are wvalid congestion areas. IS
appears Gthat market pertiecipants act on the first piece of
informaticn indicating trend after the Inside Tay the
open.  Alsg, the direction of the close on the ID will
provide further clues on the direction of the breakout when
added to the information of opening direction. The inorezss
in percentage profit and relative profite when these
wvariables are added supports this conclusion.

why do thess indications work so well in the B+BET The
8+D gemerally  is an urgent market., The distinguishing
charscterictic of this market is it tendency bto Grend
thegughout - the session. This market is notorious for bigs
fast moves intreday. Feber Steidlmyer (Market Logic) calls
it = C(me—Time Frame market. (me mey reason that in a
fme-Time Frame market the inside day Iz, a more reliable
indication of uvpcoming trend than in g Twoe-Time Freme
market.

The market principle that iz in  force is
mnt:g;_wt_igﬂ__a"erpanﬁiﬂ[], ThHe Tnside Ita}r iz pontraction, and
in 3 Ona-Time Freme market 1-TRy contraction is a1l that is
neces=ary to tip off & dirsctiopal wove. In summary, the
above tests suggest thet an Inside Day is a valid congestion
ar=s and if follows that all breskout rules for congestleon
arpze should be lmplemented aftcr an Inside Day forms. The
remulting breskout iz expansion.
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[NSIDE DAY

Opening Ranoe Breakout (ORB) iz dzfined 25 a
trade with entry takenm at a predatermined amount
above or below the opening range. In this report
the predetermined amount (the Stretch) has theen
determined thraugh observation. Once the Stretch
has been determined @ buy stop 1is pldced that
gmount. above the high of the cpening range ang 3
sell stop §5 placed the same amount below the Tow
ef the -opening range. The Eirst stop that 1=
traded is the pesition.

Inside Day (ID) 15 defined z2s a narrow rangsa
day that has its daily range completely within The
pravious day's rance. More specificallys an
Inside Day's high is Tess than the previous day’'s
high —and the Tnside Day's low is gqreater -than the
pravious day's low:

Diagram A and B demonstrates theg Inzide Day
(Day 23 and fhe dpening Rznge Breskout ftschniguo
implenented on the day following the Inside .Day
{Day 1): The hypethesis s +that Inside Tays
precede trend day activity and consequently
successful opening range breakouis. The Table
entitled Opening Ratige Breakout {Inside Days)
tests this hypothesis, It displays the results of
trades taken Jin the “Fond, 353P. Bean and Cattle
markets during varying periods that employed ihe
gpening range breakout techaigque after an Inszide
Day. Thers were four tests per market with The
oniy difference being the point of entry above or
below the open. Faor example, in the Bond market
tasts were conducted on an eniry 16 tics above ths
spen  (Open plus 16 tics): B tics above the open
(Open plus & tiecs): B tics below the open (Open
minus & tics): and 16 tics below the open [Open
minus 16 tics). Displaved to the right of sach of
the entry points are the resulis of & trade <tTaken
from the entry point with an exit on the clase of
the same day of entry. Displayed is the Humbsr of
Trades, Percentage of Profitable Trades, Aversags
Dollar Amount: of each Winning Trade, Average
Dollar Amount of zach Lesing Trade, tha
Ratin batween the Average: HWinning and Average
Losing Trade's Dollar Ampunit and the Gross Profits
before commissien ‘or slippage. 5Stops were not
used and if the markat traded both abave and below
the opening rancs +the given amount, a buy and a
call could ba regisiered., -This Table provides an
abjective means for determining if the Inside Day
is -actuslly preceding successful Opening Range
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Breakouts., If so 1t can be established as Qne f
the causes of trend days.

| found it useful to compare the results 1in
+he: Table to the results of an pening Ranage
Bregkout taken on any day regardless of Ehe
previous day's price pattern. The book "Market
Analytics” provides psrcentages for Opening Range
Breakouts taken on any day. I have provided a
Table of percentages comparing the control groop
{any day} and the Inside fay. In all cases oxcepl
the -S5+P [moves belecw the open) and {attle {maves
abgve the oben) the percentages of nrofitable
tradse in the direction of ths breakout improved,
cametimes. dramatically. Take for example the
Bonds ‘entry 16 tice -above the open showing an
improvement to 76% Trom 60%. Oats cofioEhe. - 16
possible entry points dn the four markets only
faur of tha entriss bwrovided Tower psrcentages
aftar an Inside Day. This means that 75% of the
tests showed dmprovement. I think this to be
canclusive.

4 Chart labeled Ipnside Day (Sept. Eurodollar
'g8) §is provided displaying ning Lnside Days.
Wotice +the dayv's actijon fellowing the Inside Day
and close proximity of the open of That day to one
of #he extremes. Particularly numbeps 1, 3, & and
9.

L]

The Bond and [CGean markets =show the best
recitts on o the zrads aftsr -an  Inside Day. 1
should add with the addition of @ night sessfion in
the Bond market some changes. have arcirred
Frimarily., a gencral  Jack of trendfiliess and Tos
of volatility.

fin analysis of price action i5 necessary when
utilizing the Opening Range Breakout in any
cituation. Idodlly, on =& day that & trade fis

taken with this tachnigue theres should be 100
momentum  increéases against the trade. The market
should be able to maintain the direction of ths
original move —off the open withouti moving in the
opposite direction. at an dccelerated rate. In the
best cases the previous half-hour low js not
yiglated in ‘an  up move and vice-versa in a down
move. Also, nsw high=s occur ayery hour at least
ar  ‘again the opposite, new lows svery hour Tn 3
dawn move.,

Theitests do suggest -that Inside Days arc
valid precurscors of frending action and can be
integrated into a frader's philesocphy. As wWith
most. of my werk I -am attempting to determing
caltsa. Thm this caze the cawvse of trend. days. In
upcoming reports computer studies will be done on
the other patterns previously menticoned and any
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new patterns that I suspect to ho Tegitimats causs
of trending action intraday.

QPEHING RANGE BREAKQUT
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DOJI _LINES AND NE

In Drevious chapters oh opening range
brezkouts mentlion was made of inside days, nerrow
range dayvs and hook days s indicators of upcoming
trend days. These days have b=en found to precede
trend days in many ceses. In 3 continuing effort
to isolate ‘the cause of trend day action I “have
run acress a  hew conceph that categorizes price
action. Thi= categorization generally produces
trending ‘activity the next day. It 1= called
"Doji Lines". Thig is a Japanese vword describing
a comparison between the open and the cloge of the
daily sesgien. It ta written about & hook
entitled "The Japanese Chart of Charts" by BSeikil
snimizu.

A Doji TLine 1= then defined as a day that
shows the difference between the open and <closing
prices to be very small. Very small ie relative
but T have attached guantities &to this open to
cloze difference which I have cheerved fo meet the
definition. The Doji Line iz zald to indicate
market indecigion. It is =aid that these 1ines
precede market turning pointa. The strategy is to
look =losely 3t the movements that folleow the Doji
Line and tg  be ready to ‘enter the market
agyressively once subsegquent price action gives a
clear indicaticon of +the markei's direction.
Logically, the opening range Threakout technique
would =eem a walid means of determining the
direction of price action after a Dojl. A Dojl is
similar to a neutral or mon-trend day 1in the
Market Loglc principles. TIn' fact, Steldlemeyer
suggests after a Non-Treond day Lo g0 with
inftiating acktivity much 1like the suggestion for
strategles after a Dojl Line. T have also, &S
previously mentioned, suggested taking opening
range breakout trades after warious congestion
pattarns.

I have included %ests for the T.Bonds, S+F
and Besn marketsz that include a definition for a
Doji 1line and & subsegquent trade taken a gliven
amount off the open. The Tables provided show
these results along with a comparison of price
moves off the open on days when a Doji may of may
not be present. T have also includad a3 definition
for a Narrow Range day. It was defined by a
particular point walue rather than = relationship
to the previous day's range. This aliows for . a
compariscn between the results of a Doji Lina and
the rasults of NR dav. BResults were impressive
and confirmed the conclusion that a Doji TLine
precedes reversal action or trend-type actlion. In
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some cases percentages increase by o Z0%-
favor of & trade after a Doji TLine. The tezts
narrow renge day defined by a particular oo
value ware: “also conclu=Eive. The point wva
chouzen for the parrow range day wess determined
observation. This ig 3 different way
categorizing congestion from an NR7 Day and all
for enkry on a day that iz not necessar
narrower than the preceding day. HNR7
definition requires the day in guastion to
narrower than the preceding six davs. The resulss
of comblnaticn Doji and defined range narrowing
are also: presented for vour raeference.
Abbreviations were used in the Tablas &8
bresent all relevant information. For examplie
refar to.the first test in the =section on Bonds
(Tabie a)., The 1left-hand column reads: B Eis
Doii;. Dpen minoe 16 ties; Seil. “This 4= the
2

general format used throughout the Tables
means the foliowing: The difference betwesn
opan and close of yesterday is less than 8 tics (8
tic Doji). Today the market drops 16 tics hele
the open {Open minus 16 kics) where a sale

taken (5211) with an azsumesd exit on tha close
the same day. The results of this definition

shown directly o the right in the Tables.

this case it shows 203 trades with 71% profitab
trades. The Average: Winning trade was 3343 an
the Average Losing trade was 3$289. The rati
baetwean Lthe averade winhner and the average lose
was: 1018 £o 1, with ross Profits befor
commissions and slippage &t §$32,985. Thics was fo
Ehe  period 1878 thru 1986. Thias is the forma
geharally used to define the patiern.
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definition for +the Narrow Range will rezd as B
less Than number of tics -or polinis or cents. NoEs
the fourth pattern in the section on  Fonds. This
meansg that yesterday's range was less thHan the

designated point value:. Throughout the Tabips
designate Doji; ‘with polnt value only such as
Dojl or 50 Dojil and will use & {-) or (%) sign
insiead w9f the words minug or plus. This is to
save space. As yvou look througlk the Tableg you
will see many very prcofitable trading systems. It
chould be remembered that slippage and commission
were not calculated in the resulits. An immedizkte
systematic implementation of these technigues
could be disappointing. As In any breskout svstem
the =lippage will be greater hecausc’ the order 1=
executed with the momentum of the market. Other
stops could Dbe "present at the time of entry
providing for bhad fills.

As 1= the ¢dase with all my work, I am
attempting to define the markei's nature so a=s  to
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trade effectively. I am not a system trader. My
premise is that one's judgement has to enter dnta
the trade and-the only way to do this effectively
ig through practice and a leogigal infegration of
the marke:t knowledge at hand. The tests provide
objective information over long time spans., Fron
the tests gpertgin inferences can be made.

an example of & Noji TLine is given in Diagram
I. The latt-hand bar  I1s ‘how,K 1t 1ooks on .=
vertical bar chart (&) and the right-hand bar is
how it iz displayed by Shimizu in the "Japanese
Chart of Chazts” (B): In this case {B); the close
wag less than the open, so the open to close  range
is displayed in black. If the close was above the
open, the bex would have been clear. This is
supposed Lto have amn impact on upcoming price.
Diagram 2 displays the Doji with a Thypothetical
defined 'WNR Day (a). The action following is s
representation’ of 2 Trend Day on ‘the vertical bar
chart.

It Chart i (Sept. S5+P);-1-thru 7 il
7 Doji Lines: (50 point=) with resultlng L
movas above ‘the open the following day. It 1s
apparent from the Chart that some days are more
successful than others,. Profit-taking techniguas
and an excellent upnderstanding of intraday market
action are necessary to optimize the results.

A comparison between parcentage profits for
daye preceded by a Doji and WR: with that ‘of a
narmal davy without a Doji =and HNR ‘proves

interesting. (A complete =study of moves away f£rom
the open on every day during 10-28 year itest
periocds 1s presented in Lne. hook, "Markec
Analyvtles™, ©On s normal day a =male 16 tics  bHelow

the open wag 56% profitable, with Doji & 1t was
71% profitable. On 3 normal ‘day a boy 16 'tics
abova the &pen wEs GO% profitable; with a Doji 8
it wazm 66% profitable.

In the 5+P on any day that a bDuy was Ezken
I60 points akove the open it was 583% profikable,
with a Doji 50 and RI lsss than 200 it wag H3IEL
On  any day, a ‘sale I60 points beslow the open was
only 49% profitablie, with a 50 Doji and BRI 1less
than 200 points a ssle was G7% profitdble. Quite
aN improvement.

The Soybezn market provides some of the mnost
startling resulis. On any day Ethalbt =z buy was
Erken 10 ‘cents. abowve the open it WaH 60%
profitabie. With & Doji 5 it was £4%. 0On'a s3le
any day - 10 ¢ents bDelow the open it was: '63%
profitable; with, a Deoil 5 it was 67%. A Doji 5
with the daily range less than 10 cents improved
to 75%.

In an-effort to continue to define the cause
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of trend days I loock for other 'ways to. define
price ‘agtlion. The Doji Line and’' NE day are
excelient addltionz &0 previous: explanations of
cauge. These 1itbie-known market  concepts give
sound justification for attempting to Inteqgrate
new information dnte your trading approach. -An
open mind and an understanding of all awvailable
market concepts can only help the trader. &As vou
can ses by the test regults Doji Lines and a3
defined NRE zre logical integrations of such market
concepte.
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PURPOSE:
DO0JI:

ORE:

TABLE _A:

TEST DATES:

CONCLUSION:

APPLICATION:

04T AND ORB

To test Tor profitability of an OREB
trade after @ Doji Day.
Defined as a day when the opsn and
the c¢lozing price are zpproximately
the same.
L trade tiken with entry at a pre-
determined level above or below “the
apen.

Displays the results of these fests.
The information provided within the
Table ¥s as follows:
1)The maximum difference between the
open and close on the Dojfi Day.

2)The: entry level -‘above or below
the op=sn.

3)Whether the trade was a Seli (5) or
Buy: (B). This {5 determined Dby
Gross Profits.

4} Hember of trades throughout the
test--period.

FYPercentage of profitable trades.

§)&verage of Winning Trades and
Average of Lesing Trades.

7iThe ratic between the Average Win
and Average Lass.

§iGrass Frofits, Slippage and
commizsion were not includad.

Bonds; 19758-19846
G4+P: 1987_1988
Beans: 1970-1988
Cattle: 1970-1%982

Percentages definitely suggecst
trending: %s taking place afier a
Doj1 Day.

The. amount of trades “in =ach test
increases the significance of the
percentagas and providezs: a relizbkle
addition to market Jjudgement.

Observe Intermediate Trend. If the
ORB the day after 3 Doji 95 fn the
directfon of the fTrend., follow the
trade systematically. If the ORE §s
coaunter trend then wait for o counter
move to. enter & trade. In gsneral,
do net fade price actien off the open
a5 aggressively as on a normal day.
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A trade fgken ab a  predetermined amomt shove or
below the open of a given day 1s called an Opening Rangs
Breakout. This report covers trades of this sort on the
day following an NR 4 pettern. HBE 4 is defined as & day
with a dally range that is narrower Than the previous
three days deily ranges compared individeally. Dhisgram A
and B demonstrates the KE £ and the Opening Range Broakout
technigque implemented on the day following the NR 4. WE
&'z pooar in poOth diagrams on Dey 2 with ORB's following
on ey 1.

Az in previouns studies the hypothesiz 1s that the NE
4 tends to precede trend day activity and  conseghently
successful  Opening Benge Ereakouts. The Tabhle titled
Opening Fange Breakout (NE 4) tests this hyvpothesis (Takle
Al. Tt displays results for four markebs during verying
time periods. There are four tests per market, with the
only differsnce betwesn them the polnt of entry above or
below the open. After you have familiarized yourself with
ORR in tha Market Concepts and Definitions sechion, you
chould find this to e =self-sxplanatory. Trades were
asmumed o bo entered on stop at the indicated lewvel with
axit cn the same day's closing.

A chart lebsled NR 4 (Octcber '88 Cakbtle) is included
to display the NE 4. The day's action following the HNR A
and the position of the open of that day relabive to the
high or low is instructive. NR4's are displayed on the
daya indigated by letters.

Tie feosts on Table A wers oconsistent throushout for
all the merksts. Mo tests sxceeded TO¥. 211 besks lut
two show G0% or better. The best results oocur in the
Boan market. Cabtle shows surprising success on eatry 25
peints off the open in elther dlroction. It has been my
chservaticn that the Catile iz not as rellabio as the
other markets with this technique.

The mumber of trades was high indicating the
frequency of the pattern. This pettern and =z resulting
move off the open appears on average once in every 8-10
market days. The win/less ratlo is not that good. CGross
profits wers high because of fhe frequency of the pattermn.

The comparizon of NRE € with any day shows a general
increase In reliabdlity for: OEBE after the NE 4. This
compariscn  is domonstrated in Table B, In 15 of 16
eopparisone the MR £ showed a higher percentage of winning
trades than the control group. The only exception was a
buy 50 points above the open in the Catitle market. In
that case, Catile tested G3% zfter an MR 4 and 65% on  any
day. This iz wvery strong evidenoe that BB 4'=s havwe some
immedizte relationship with trending acticn. With resuolts
ga consistent 23 thiz it is safe to atirikbute causo of
trending +to the NR 4. Obviousiy this is pot an exclusive
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gttribute and other patterns have been indicated to have a
causzl elfiect.

The generz] principle that 12 appearing again and
agaln  throughout the  testing iz oconkractionfexpension.
There iz a relatlonship botween any narrow, directlionless
day with trending action on the followlng day. If ona
chesorvrez & kar chart it hecomes appsrent that this
contrachion ocfrurs almost 2lwave just before a ftrand move.
There are times when =& trend move takes place without
contraction. For instancs=, in the cass of & 2-3 day oun
but in most - cases the first dav-ouk in a2 mn is usoally
preceded by a notleecalhle contrackien.

i word of waming about the tests. Gross profita are
not supparted of system trades and when conmissicn and
slippage 1= added profits are reduced dramatically. My
intention iz not to provide a close-end svstem. I intend
only to define the market's mefure using these elemsntary
gtatiztiecal technidgques. 1f a high percentage syskem (75%)
iz found with a win/loss ratio of over 2 ¢ 1, 3 machanical
trade can be considered.
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PURPOSE :
DOJI:
HR_ 4:
ORE:

TABLE A:

CONCLUSION:

DOJI AND WR 4 WITH ORB

To tast for profitability of an ORB trade after
a Doji/MR 4 Day,
A day when the open and the closing price are
approximately the sama.

A day with-a narrower daily range than any of
the previous 3 day's daily ramges.

A trade taken with ‘entry at a predeterminsd
leval zhove or below the gpen.
Displays. the results. of these tests: The

nformation provided 15 as Tollows:
V' Tne maximum difference between the opzn and
close on the Doii Day.
¢} The ‘entry  Tevel
apen.

1) Whether the trade was - & Sell (5}
ar Buy (B). Thiz ds determined by
aross Frofits.

£} Number of
tast perfod:

5] Percentase of profitable trades.

]

above or below the

trades throudghout the

il Average if Winming Tradez and
Average of Losing Trades.

7} The - ratia  hatwean - the Average bin
and Average Loss.

&} Gross Profitz, Siippage and

commission were not dncluded.

Bonds: 1978-1946
O il 1982-1580
Beans: 1970-193%
Cattie: 1870-15980

Fercentages definitely suggest ftrending s
taking place aFter a Doji/o® & Day.

The amount of tradss in each test incressss the
significance of the percentages and provides a
reliable addition to market judgemsnt.

Ohserve Intermediate Trend. IfF the ORE the day
after a Doji-is in-thedirection -of “the: trend,
Tollow the trade systemsticelly. IF Lhe ORB iz
cauntar frend ~then wait for a countar move Lo
enter a trade, In goneral, do-not Tade price
action off ths opan
aormal day.

a5 aggressively as on &
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e
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| S e 4|

O AGRAN: BofifHE 4 and ORB. 0n Pay -7 the markes farms a Dafi and the
sarrpnest g2y 1n 4 #ays.  Dodi i3 deTinad gs a day whan the open and the
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Zny of kms proviogs. 3 dayi- da Bay.l, 3 Erade iz teken'in the  diraction
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INSIDE DAY/NR4 (IDNE4)

In the report entitled Opening Range Breakoutk
IV, ztudies: were pconducted on  an Opening EBange
Breakout after an Inside Day. In the following
report, Opehing Bange Breakout ¥V, & study was done
on an Qpening Range Breakout after an NR4 pattern.
Both proved conclusively t©o be predecessors of
trend-type aciion. In Opening Range Breakout I,
the first repect on the subkject: mention was made
of the ID/NR4 pattern. In this report I address
the ID/HNRA pattern.

Az in previous reports the hypothesis s that
an ID/NE4 tends %o precede Trend Day activity.
Trend Day activity implies that 2 suecessful ORB
has accurred. The asgumption was made that Lhe
twe patterns combined, which were both succesgful
individuzily, would tend t¢ produce even a Clearer
indication.

The above asssumpticons were examined ssveral
wavs. Filrst, by a direct test of the patkern
iD/NR4 with wariou= entry points on either side of
the ocpen. Hesults Bre skown in ~Tabie A
Secondly, 383 comparison of the percentagsa of
winning trades between the ID/NR4, ID, NEd and on
any day where an ORB was taken. This is exhibited
in Table B.

To demonsirate the pattern and how 1t may
appear on a wertical bar chart Diagram A and R are
provided beiow Table A. Alsg, 2 Chart marked
ID/NR4 iz provided displaying 9 actual Jdays .of
£his Lype and the resulting price action.

Table A provides conclusive evidence that the
IN/MR4 has .a causal effect on trending action.
Noke the psrcentzge proflts in the Bond market 8
and 16 &lcs above the open. An extrzordinazy
win/loss ratioc is shown for an cntry 16 tice ahove
+the cpen of 2.34 to 1. The Soybean market in both
directions and the Cattlie market on the sall sgide
zlao digplayved high probability racults.

Table B provides more avidence that the
ID/NR4 precades trending acticon. Tm 13 eof 16
tests the IDSNE4A showed a higher probability of
success on =n ORE than a similar ORE tazken onh any
day. 'Thls suggests that the more defined the
congestion ares the better the chaneces of Trend
Day activity the following day. The assumptian
that the ID/NR4 would provide a better Iindication
of Trend Day activity Ehan any of the patterns
individualiy also was verifisd. Eight of sixtsen
ORE's after the ID/NE4L showed a higher probabllity
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of ‘success  than any  of the three-other groups
tested Again, this wnuld sUggesEt that the
contractionfexpansion principle is wvaliid.

Some system frades can be taken given the
statistics provided. Tn perticular the. RBond ‘and
the Bean markets prowide high probability systems
tradeszs. The hest resulits are achieved when mixing
the knowledge gained =zbout Ehe market's nature
from these teskz with daily historiczl biss as
provided by the previous several days' closings.
2 high percentage S5-day pattern ending with an
ID/NR4 is an ideal entry poinkt.
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NR 7

Tha gehneral purpose of this repori is to test
the market principle called contraction/expznsion.
Mare specifically this report will test the price
pattern {called HR 7) and provide finformation an
high probability mechanical technigues that can be
applied to trading.

The contraction/expansion principle 18
gatined as  the “interchange within Ehe  markei
hetween the phases of motion and west, In-other
wards, the interchange aetwean congestion
{contraction) and trend (expansion).

MR 7 9% defined &% -a-datly rangs that 1S
narrower than the previous & day's ‘daily ranges
when comparad individually. The
cantractionfexpansion principle and. HE. 7 2
tosted by taking & trade ‘on an UOpening Range
Breakout {ORB) the day aTter an MNR 7. Opening
Bange Breakout is & irade taken at a predetermined
level abova or bzlow thgz opan.

The thart on the following page labellad NR
F/DRRE damonstrates: the test. Day 2 Js parrower
than. any of the  prévious 6 day's. On day 13
trade is taken in the dirscction of  fthe initlal
move of f the open [ORE) and exiied an the clase.
Table: A provides the resuliz of these fesis: 1)
The entry Tevel -above or below the open. 2}
Whether the tragde: was a buwyorpisell. This is
determined by Bross Profits. 3} Number of trades
throughout the test period. 4) Fercentage of
profitable trades. 5] Averags of Winning Trades
and Average of Losing Trades. &) The ratlo
between the Average Win “and  Average loss: 7)
Eross Profitz: Slippage and commission were mnot
includad. Test - dates were Bonds, 1978=1886.-5+F,
1982-1988, Besans, 1970-1888 and Cattle, 1970-18&3.

Two observations cah be made about £hesge
tests. First, all frades taken on & move dbove
the dpen showed profitable buys: -and all trades
taksen on & move balow the gpen wWere provitable
sales. Second, all percantages were higher fTor
the ORE after anm RRY than an ORB taken on any day
(TabTe B). These two: obsarvations ‘suggesi that
the <contractionfexpansion principle is valid and
that expansion s in fact ftaking place aftar ihe
G day contractian { NR 7). DRE provides
information on the ‘direction of “the expanzion.
Tha percentages ‘also suggesit that trending 1s
taking place.

Results show -some profitable mechanical
technigques, It should be noted that resulis can be

|
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improved dramatfcally on eniries On counter moves
after the dnitial mowe off the open. Ong eaxampie
of this iz an entry on a 1/3 retracemsnt of the BO
ar 160 point move off the cpen in the 5+F market.

TABLE B

OPENING RANGE BREAKOUT, % PROFITABLE TRADES

ON AFTER AN
ANY DAY KR 7
RONDS Open plus 16 tics U 4%
Npen plus 8 Lics 65 4
Apen minus B £ics 56 £ 2
Dpen minuz 16 Eics i 64
5+P Dpen: pius 160 poInts 54 a7
Open plus B0 points 73] 51
Open minuws 80 points £9 G2
Open minus 160 poinks 43 g0
BEANS Open plus 10 cents 60 ff
Open plus 5 cants Lo &7
Open @minus b cents 58 E3
Gpen minus 10 cents & 71
CATTLE Open plus 50 points 65 55
Open plus 25 poinis a8 50
Open minus 75 points 5 a1
Open minus 30 points i 61
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THE FORMATION OF MARKET CONCEPTS:TWO EAR NE AND ORE

With the unit of infarmation called the vertica:
bar the door to the development of market Ccondents
is. opened. In this report T introduce = Drice
pattern that T have developed called Two Bar NR (2

Bar NBI*. This: pattern iz an exXanple of +tho
avility to formulate market concepts with the als
of the vertical bar chart. The vertical bar i a2
unit of information that szubsumes several picces
of information iike +the open, high, low, close
and range of any time unit under econsideration.
The vertical bhar =merves o reduce theae five
pieces of information Zfnto =sn integrated single
unit of information that 1is easily grasped =nd
recognized. The comparison of veortical bars wizh
gach other is the next =step in the dognitive
process and is the beginning of the formstion of a
market congept. A market concept iz defined =5 3

mental  integration of Ewo o more uniks af
information possezsing the sawme distinguishing
characteristicsa {vertical bBar}, with their

particular measurements omitted. In this case, 2
Bar MR iz an integration of two vertical bars with
a relative Iimitaztion on its measurement when
compared.  to  other 2 DPar units. Specificaliy, &
Bar NR fs defined as the narrowest two day range
relative Lo any two day range within the previous
twenty market days.

Market concepts represent ceondensations of

market Enowledge which make further =tudy
posaible. 2 Bar NR represents 3 condensation of
the marxet concept zallod congestion 0oL

coitraction. Contraction is subsumod within the
market: ‘principle of contraction/expansicn which
stated that the market, having a specific hnature,
ls constantly changing from a period of wovemens
to a -period of reat and back to a period of
Movement. This interchange between the phases of
motion and rest are constantly taking place with
one phase directly responsible for <+he other's
existeoncs. 2 Bar NE rTepreschts +this market
principle and provides a means of muantIfying
contraction in any market environment. This is
possible because of the open-endad nature of the
concept 2 Ear WR. Because it is not dependent on
4 constant measurement it  repressnts contracition
in @& wols%ile or narrow market period. In other
word=s, contrazctionm iz 2 relative conditiocn E£hat
can: QCoyur éven in a volatlle market.

Onee. 2 market concept is formulated it is
tradable. In this study an ORE trade wWas taken
the day after the 2 PFar NR formed. ORB is dafinad
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ag 3 trade taken at a predetermined amount above
or below the opening range. The azsumption is
that with a contraetion of thie type trending
action would follow the direction of the breakout.
another assumpticn wWss that because this pattern
exhibits a more defined contracticn that trending
would Ezke place pver the next several days also.

Table & bLhrough ¥ test these azssumptions and
confirms: them. The fables illustrate 1). the
amount above or helow the open that the trade was
initiatad 2. the numbsr of daye' inteo the
trade(zaro indicates an exit on the close the same
day of entry, five indlcates an exit on the close
five days after the entry.) 2). whether the trade
wag a buy or a sell(this wasg determinad by gross
profits only). 4). the percentage profitability on
sach trade{no stops were uscd on the +tests). 5).
the number of trades. &) the average o0f gall

winning/lesing trades. 7). and GCross Profitl
BEross Profit did not include commlssion or
glippadge.

2 chart of FBurodollars marked 2 'Bar- NE

dispiays 5 such patterns. The tendency of the
market to place the high or iow of the day on the
open, or close %o the open; is impressive. The
abiiity +to expand ¢the dsily range iE also
noteworthy and iz 3 good example of Tha potential
that exiszts when this pattern forms.

Several chservations can be made =about Lhe
vagyuits of +the tests on 2 Bar NrR. Of the 128
individual testsz there were 32 tests that lasted
from the open to the cloge o©f the same day.
Fighteon of those showed the highest percentags
srobahility of success relative to the other three
in the group. The open to close trades [0)
representaed 25% of the totzl sample. Thia -25%
accountad for 56% of the highest probability
trades-

The Furodollars,. Bonds and Crude Dil
displayed reasonably high percentages on 2 and 5
day trades. Thege three markezs coincidently also
have the highest open interest and wvolume of 3all
markets=.

T+ shownld be elarified that aithough these
tests are presented in & rough system format, ik
iz npot advised that they be traded as such. Th=
purpoge of all my work 1Is ‘to determine the
garkess! nakurz. This market coacept asslsts me
with that. When applying the 2 bar NR (eor any
market concept) the full context of the markel
mist be copnsidered. I define market context as the

integration of Ehe trend,.price ackion.price
patbern =tudies., and support/resigtance. Thes

primary is the Lrend and overides all other
particulars of markat conkext.
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2 BAR NR

2 BAE - NR: Iz the marcowest range Trom Righ Lo Taw- o7 any twe-day
gepriad relatise Leocany Twn day periad within Che peavioues #0 mackol

days.
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The 1dea behind this patitern originated from
Wyckoff's Last point of Supply or Lask print of
Support. Thess were describaed by Wycoff as perilods
of price action that displayed utnusually narrow
rang=s . and low volume. They dccurred just . after a
pericod of accumualation or distribuotion and just
before a2 mark up/mark down phase. The 2 bar NR is
an attempt to giantify thls type of take off point
prior to & trend.

There ig =cme simiiarity to Steidimayer's
ending distribution alsoc. An ending distribution
iz loosely defined as a point at which the market
i3 ready to begin a2 new movement. It is displaved
by a loss of movement or no distrikbubion.

I+ hasz been my observation that-once the
market hss moved away from +the open in  one
direction, after & 2 bar NE, 1t should not return
to the ogpeninog priee. This type of price action
would dlsqualify the dey as & trend day. Trending
zotion is the ideal and 1s expected 'after the
pattern. If a new phase is besginning, it shouid be
obvions, and unnecessary  t£o AsK yourself if the
trade was correct. You would know by the immediate
profit.

The breakdown of the wave(Eliliott) on a five
minute chart 1is snother means to determine z
guccessful breakout. After the inltial move oIf
the open, which most likely will ke wave 1 of a2 5
wawve sequence, the wave 2 ‘correction should mnot
retrace more-than 61.8% of wave 1. If it-does; the
move 1s suspect. Also, a clear £ive waves in the
propozed wave 1 should be geen. This would 1mply
that at least 1 more 5 wWave seguence was UpCOming.

When the 2 bar NE has formed it is helpful i
it is holding ol an important angle. o0
gupport/recsigtance({this ingludes frendlines). I
facl, some ‘of the best ORB tErades cocur after the
market opens. on an important price angie.

A trfalilding stdOp can be uged with the logic of
the above menticned theories zz refarence polints.
Fnr instance, sfter the initial move oif the open
a stop can be pilaced on the open. Also, after a
wave one ia surpassed a stop can bhe placed at wave
2. If an seceleration occurs in your [aveor-a stop
can be placed on the cpposite side of & low volum=
point left by the acceleration.

wWhen considering a position for more Lthan one
day, the next days price action is informative. A
gap in your favor is the ideal with a move aff the
open in fhe' direction of the gap gtill better.
This is & defined =sign that an impulse wave is  in
P'I'.'-!:lg‘_'EEE.

The markst has a ngtural tendency to move
against the previous day's cloging direction,
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computer tests wvalidate this{ses "Price Pattern
studies® in the book  Markeb Analytics). The
ahility of the market to buck this bias is an
indication of the markets condition.

The Two Bar NR assists in the development of
market concepts and guantifles contractien very
effectively. Results on the tests are promising
and suggest that this pattern is worth integrating
into a market philosophv. In future reporis I will
present +the 3 through 8 bar NR:seriess that I have
develaoped.
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THE FORMATION OF MARKET CONCEPTS: 3 Bar NR and ORB

In. -this zTepert I have introduced another
contraction pattern called 3 Bar NR, Three Bzar . HR
ig defined as the narrowest 3 day range relative
to any. 3 day in range within the previous 20
market daye. Trade  was assumed on a stop on
zither side of the opening range the day after the
pattern formed [ORB).  The trade h=ad four
different exit points as follows. the close: of the
same day, the next davs close, the close 2 days
out and the close 5 days out. The pattern is
exhibited in the chart marked 3barNRE. The results
of the tests on 8 markets are ghown it table A
thrw T.

The 3 Dar NR is a market concep: that deflnes a
period of rest (contraction). Tests suggest that
after a defined period of rest peraistent trends
follow [sxpansion). Thisz idea is 3z derivatiwve of
Wyckoff's Last point of Supply and Last point of
Support. Thae conicept: that I have intcoduaced
guantifies the Contraction/Expansion principle and
the above Wyckoff concepts snd Fllows. For
obhjective testing.

The psychological implications of & pattern of
this type 1is 1interesting. In general, @5 the
pattern is forming speculators ars absent. In fact
they tend to ignore 3 market that has contracted
+n such &n extent. This 1is the point where the
market is mest ready to move and pregents an
explosive opportunity. It ig dironic that so 1itile
initial dnterest iz given to the move out of this
pattern. It is well-tralned traders that recognize
these opportunitles and provide for the force that
takes the market into 2 trend. I suggest that the
patterns be looked at very carefully as they form
in order to anticipate the upcoming action. Again
the quantification of this patiern allows you to
do just that.

The tests show several things 1) That there is a
marked tendency for the market to trend intraday
the day after the pattern has formed 2) That the
overall trend of the market has an impact on the
patterns ability to continue the trend 2 to 5 davs
after the pattern has formed. This is different
from the 2 Bar NR which shows trending in the
direction of the hrezkout regardless of the trend

{chapter 2 Bar HNR). 3} Each market behaves
differently after this pattern forms. Iome
markets work bhetter with a 3 Bar HE (=
contraction of greater duration) than with a 2 EBar
NE.

12T




MABREET
ANATYTICS

2 practical application of the teete iz as
llows: Trades should bBe considered on an 0B
st eafier the patiern forms and positions taken
if @ profit is visible on the close of the first
SaY - The market shoulid continue 40 move in: the
direction of Lhe hreskout for the. period of Ethe
position. A move back to the pattern should not
aconr,. I it does, the position shouid 415

re-avaluated.
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THO DAY PATTERNS AND ORB WITH
CONTRACTION/EXPANSION

CONTRACTION/EXPANSION

In the study titled the Contraction/Expansion
Principle I presented rezults of tests rconductad
cn the W54 and W37. These were compar=ed to the NE4
gnd fhe NRE7 patterns. All were compared to a
control group that made no refersnce  fo  rahge
mize. This was revealing and gave some preliminary
evidence - that contractions promote directicnal
moves while expansions restrict directional moves.

2 DAY PATTERNS AND ORE

In a geparate study titled 2 Day Patierns and
ORE zll combinaticnas of the previois day's e¢losing
direction and the opening direction of the day of
entry were tested with an ORB. This showed some
elear deviations from the borm. The norm has been
established as price continuaticn in the direction
of the move off the open.

COMBINING CONTRACTION/EXPANSION WITH 2 DAY PATTERNS
AND OEB

In khis study T hawve integretad
Contraction/Expansion with 2 day price patterns
and 0OEB. By comblaning the twe studies I hope to
provide you with 2 betier understanding of what ie
taking place in the market day to day. More
importantly, T will present g a i with an
spplication +to actual trading. To do this I £ind
it necessary to estegblish a definition for Lkrend
and bias. The Iintegration of the twp produces a
metiiod that can be wged In  conjuncitiocn with
already  exisiing market indieators. Before T c&n
explain this method of application cleariy, an
explanation of the tests, tables and disgrams is
czlled for.

RESULTING COMBINATIONS

To: begin with £he' combination of studiss
incorporates the following wvariables: 1).The
direction of yesterday's close compared to the day
before -¥Festerdiy's clpse. 2. The Jirection of
today's open relative to yesterday's close. 3).
The size of vesterday's deily range relative to
either the previous day (in the caze of an NR or
WS}, the previous 3 days {in the case of NP1 and
W54), or the previous 6 davs (NBR7 and Ws7). 4). &n
entry is assumed on a move off of todays cpen by

an indicated level, an ORRB:
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"he above combinations result in 28 possible
price patterns. These patisrns are approximated I=
diagram (A}. For example take the first pattern ==
the column marked NB7 in the row marked (--). This
pattern shows a lower close and the narrowest ca¥
in seven days (NR7) in ths =second day of £hs
pattern. This iz followed -by a Jlower oOpen. In
sther words [(=-=) with an NR7. An entry 1=z assumesS
on @ predetermined level off the open.

DEFINITIONS OF RANGE VARTABLE

Inn Disgram A there are 7 - posaible price
patterns that zre referred to. The definitions of

each are:: NBT — A decrease in daily range relative
to the previous 6 daye' daily ranges compares
individualily. NR4 - A decresse ia. dally rangs
ralative to the previcus 3 days' ranges COLpares
individuslly. NR - A decrease ‘in daily rance
ralative to vesterday. CONTROL OR NORM < Ho

reference ko daily range size. WS - An increase In
caily range relative to -yesterday. W54 - ‘An
incresss in gdaily range relative to the previous 3
daye'! ranges compared individuzily. W57 - An
increase in daily range relgtive to the previous &
days' ranges compared individually.

TABLES AWD HISTORICAL RESUOLTS

With the dizgrams, detailed tables showing the
historical resulits of =ach pattern are provided.
Fach tables title describss £he contents. The
tables provide the following information: 1). The
entry level =zbove or below the cpen. 2). The Two
day pattern. 3). Whether the trade was a buy or
sel1. 4). The number of trades throughout the test
period. 5). Percentage of profitable trades. 6).
Average dollar smount of all winniag trades and
the average dollar =smount of all losing trades.
7).The ratio betwsen the average win and average
imas. 8). Graszs profits, slippage and comrmission
were not inciuded. Each tables alsc indicates the
dates of the test period for each market.

MARRET PRIMARTES

There are three Market Primaries integrated in
this study. The first is direction: This is
representad by the previous day,s closge and Lodays
opaning. The second is momentum, repressnted by
vegterday,s daily range {NR7,NR4,NE, WS, WS4, W87 ).
The third is price action, represented by the movea
nff the open (ORB). These patierns comes Closer
to gapturing the ‘market's identlity Than any
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patterns that I have defined ‘previously. T

rezults are startlingly dlEferent from &

previous tests. A guick check of the patter

before the market;s open, Will - provide a broa

brush view of what the potential is for the day.
TRADING APFLICATION

T have worked out @ preliminary method to =ppl
the regearch €o acitudal trading. In oarder t
thig; 1t 318 NeCeEsHry to integrate znoth
fundamental of the market with the price pattern
trend. Trend is defined by l-day swings. A mark
that trades above a 1 day swing top 1lg sSaid to
in an uptrend. A market that trades below a 1 day
swing bottom is said to ke in a downtrend.
Definitlons of 1 dav swing can be found in WOrk
donre hy Gann.

Diagram B provides a2 picture of £n
interacition of bias and trend. Daily Elas 1
detormined by reviewing the hilstorical studiss o
price patterns that ascume & trade ‘at or aroun
the open. I begin by looking at the previous
day's closing direction and +the last closings
day*sa range with (if larger than the previous day
I wu=e range expansion  table) today's opening
direction. Thezme studies are provided for you in
tables A,B,C, and D for the Bond and ¥Yen markets.
A Thypothetical trade is taken on the open in this
case. The next patierns that I check are those
that refer to the previous day's closing direction
and today's opening direction with the reference
to yesterdays range size. An entry ls assumed on
hypothetical move above or kelew the open, So, £
review, I check Ethe S5-day pattern and range siz
with entry on open and the Z-day patiern and rang
size with entry on: an DRB.

Dlagram B diaplays the strategy In each
situzticon. If trend is up and all of the studies
ta=t as buys a long position iz sstablicshed on the
open. If trend is down and bias is down = short
positlon is taken on the open. Thiz 1s the most
aggressive trade, The assumptlion is that the
markat will move 1n the direction of bilas snd
trend off of the ppen. GStops on fthese type of
trades can be placed an amount ofif the open that
has bheen established as significant enough to
indicate that the Dbias and trend are not working
or ars being overwhelmed by price action.

There are two other possibilitles that call for
a -different sStrategy. In an uaptrend with a
downward biag the strategy is for a buy on a hreak
into ‘suppori or for a buy on a bredk Ly an amount
thet has been observed to he recurring in Ghe

=
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market. In other words, do not bhuy strsngth, buy
breaks. In fact it is dangerous to by strength im
any situation because of the poor trade location.

In 3 downtrond with an upward bias;, seil
rallies at resistance and sel1l after rallies of an
amount that has been observed to be rescurring i=
the market

MEASURING COUNTER MOVES

a word about the market's tendency te correct
by sSimilar amounts 1Is approprisie now. This
phenomanan has  been called balance. by other
analysks. It iz simply the tendency of the market
to break off highs 1n an uptrend and rally off of
lowe in a downtrend by egual amounits. The trand is
zaid to be fully in force until the market has 2
counter mowve of greater magnitude than it
previonsly has had throughout the trend. The
knowledge of ‘the size of thesé counter moves
allows for excellent trade location and useful
parameters for money management. For insgtance, 4E
ha= been observaed in the Bond market that when a
trend 1i= in force counter mowves will run betwssn
-4 tics and 7-% ties. Positions can bhe entered
tice off any high or low with 2 tic stops. This is
2 very short term trend and may run for an hour ' at
the mosti. & 7-8 tig counter move cnCompasSsss a
larger Lime frame. In this case pogitions can be
entered on-a 7-8 ti¢ counter move wWith a stop . of =
tirs. A mowve furthser than 12 tice should bhe viewed
A8 =2 chanfge of character. T recommend the use of
houriv charts for determining the size of these
Ccounter moves,

The entry on the open is @ dynamic play and is
reservad for 3 clear bias and trend. It also is
helpful if the market 1is completing a couanter
move. It is at that point that the trend is mast
likely to resume: with force. A forceful -—move
guring the day ie likely to leawe a day structure
with the oppen onh elther the high or the low of Lthe
day. This iz what vou should 1leook for when
entering on the open. Activity counter to this
ghould be viewed as a character change.

DETEEMINING DAILY BIAS

To help <clarify the process of determining
daily bias I wiil take you through 1t Db¥ example
in the foliowing. Raily Bias as I have described
it is depeadent on the results of historical
testing of .certain basic price patterns. If, for
finstahce, the previous € closings were all higher
relztive to the previous d=y and both a higher and

L3g
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lower -open test &= sales;: two unlts of a downwsrg
hiag- are  fntaci I(refar +to. t3ibles A-D). It 4=
nedessary that - of b patterns tect az =sales - to
indicete & downward bias. I then test tho previous
days closing direction and todays possible opening
directiong followed by a 'designated move off the
open (ORB) [(refer to :tables E thrw RB)Y. If the
moves above the open t=2st as a sales, which is
unusuai, and the moves below £he apen test as a
aales, & downward hias 1s intact. This oxample
would actuzslly show 6 of & patterns tesiing as
sales, It dis only necesssry %o have 5 of 6
indicating the same direction to establish a bias
for the-day. I asguma that: I dg  not know: EhHe
opening direction. Iif the 5 and 2 day-pattezns
test 8= ‘2ales you have 28 complete downward blas.
This . is: where it becomes interesting to enter on
the open if trend i=2 also in £he direciion of
daily bias.

In. this report T have provided you with . all the
above tests in the Bond and Japanese Yen marksts.
When T began searching for 8 way to. determine
daily: “hias I would -Iook- at the control Jgrboup
fighres only. It became clear that this was not
enough. A Higher day with the ilargest range in 6
or more market daya (WST) ia different than =3
higher day ' with the narrowast range in § market
days (NR7). One displays high momentum and zn
increzse in momentum and the other either a losc
of momentum or no momantum 2t 1l La=T found a
reference . to meomentum that was already integrated
i the patitern essential. Thiz kecame clesr aftar
oheerving the differences in the testsz with the
sdded rafsrence to range =sizse.

MAEBEET CONCEPT FORMATION

This efidy 1Is & perf=ct oxaldple of Twmarket
conceph faormation. E=ch patiern PTGWiﬂEH a neatly
flled concept of the market. Feferencs to what the
market has done in the past is faast. The pattarn
integrates several wery. complex Gifficult o
define market primaries. dirsction , momentum  and
price action.
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THREE DAY PATTERNS AND OREB WITH
CONTRACTION/EXPANSION

SUBJECT OF INQUIRY

This study 15 il continuation of the
methodical testing of - short Term price ‘patiterns
a5 derived {rom wertical bar ¢harts. This is
viewed from the context of a hypothetical +trads
taken aftar 4 move of 3 predeterminad amount of F
the: open called an DRE. My ultimate purpose is
to eztablish what the nature of the market is.
In other words | am attempting to determine the
markets ddentity. The: particolar objective af
this study 1§ to provide a trading strategy and
to further define Daily Bidas and ‘how it is
utflized in this trading stratedy.

DEFINITION OF TERMS

To beain with it -is fmpoertant that I define
vna-terms that I wse: Throvghout™ “The. =tudy. To
some they will be new but once graspad the rest
af The-work w711l beleazily andersiood.

En-_#n. attempt to generallize: the marketfs
behavior I have introduced 7 categories of price
patterns that relate to the size of dajily range.
Theseg -are  mesnt foo capiure fhe price acidon
taking place in patterns such .as 1nside and
outside days or upthrust/spring reversal. They
refer to yasterdays price action in this study
(day 2). The day of entry on all trades is
raferrad to as taoday [day 1). The gategorijes zre
a5 TolTows:

NRT - A decrgase 10 dally range relative I1o the
previous g days daily Fanges compared
individually.

NA4 - A& decrease in dally rance relative to the
previcous 3 days ranges compared individually.

NR - A decrease tn daily range relative Lo
vesterdays daily range.

CONTROL.. - Mo reference Lfo daily: range and
tncludes all days regardless of rahnge size.

3 = An  GRcrEadse. an  detlyorsngesrelafive—fo
yesterday.

W34 - An dincr=2ase in daily range relative to the
previous 3 days ranges compared individually.
W57 - fn ¥ncraase in daily rangsa relative to the
previous 6 days ranges compared individually.

Ataomg with the catedorization of range s1zo
iz thea . THREE DAY FATTERN. Thrae day pattern is
simply the oreviocus 2 days closing direction and
todays opening direction: If the three -day
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patterns are integrated with £he 7 catzgoriss of
range size there are 56 possible variations.

The actual +trade was assumed on & move off
the open of an indicated amount, this 3s calls
zn ORE.

Fach te=t includes the above inorsdisnts in
some combination. For sxample (refer to diagram
A) ome combination could be two higher clasings
and & higher open [days 3 thru 1 respectively)
with tha narrowest day in & days yesterday (day
23, This woitld be referred to as a (34+) with an
NRT. A “trade i3 taken on Hkoth a move aboys
todays higher open (day 1) &nd a move below
todays higher open.

TABLES AND DTAGRAMS

Tables: waf the reesults-are provided for the
Bond markst from 1%78-87 and the DO.Mark Trom
19751989, The titlte of ‘2ach table indlicates
which af the 7 categories of range size was
testod,. The thody oFf the Table 45 in the same
format that h&s been uvsed in previous studies
and pravide the foaliowing when read Trom left io
right: 1}. The entry level above or below the
ppan. ?}. The fthrea _day patiern, 1y S o 5 TiE
trade tested as & buy or sals (B or S). 4). The
numbar of trades throughout the test period. &),
Fercentage of profitable trades. 6). Average
dollar amount @of all winning trades and the
average dollar amount of all Tosing trades. 7).
The ratiec between the average win and average
loss. 8). Gross profits, slippage and commission
were not included.

Diagram A provides an-example of ome: of  Ehe
patterns, a F++ NR?. Diagram. B approximates all
the combinations possible when integrating three
dey patterns and the 7 range calkeqories.

APPLICATIONS

Frior to tne market opening each day the
tables  can be- referreéd f£o. This will provide
some ideas on the days potential price action.
Ueing an earlier example if the last 2 days had
higher closings and yesterdays range was the
narrowest in & market days the table titled MNRT
should ba used. Because you do not knaw fhe
opening ‘direction foday or which direction the
markat will move off the open all possibitities
should be checked. In Ehis casa the (++4) and
(#%#=) pattern would be utilized for & hicher . or
lower apEn respectively. In esach case Two
possibilities exist, a move above and beslow Ehe
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gi.en. For -the Bond market the 1iesis after a
higher open (++:) would show = 56% gprofitable
buy an & move -abowe the ‘open and a 63
profitable sale on a move below the open. AfTier
3. lower open (++-) and & move above the open a
36% profitable sale was indicated. After 4 lower
open and a move below the open a 70% =ale was
indicated. The same %ests in the D.Mark show
buys im all cases. I'n the Bond market given no
otrier. dmformation salss would be: faken atier a
Tower open. Aetion” would be —observed after: 4
higher open for more information. In the D.Mark
a buy on the open could be taken because of the
gverwhalming indications for a rally:

0F course it s not advised that tradec be
taken without some reference teo trend. If trend
is L[ and the patterns test as buys an
aggressive buy can be taken. If “trend is dewn
and the pattern: test as buys caution should be
abserved, in fact in most cases sales on rallies
woulae he the best strateny. The primary
Tndicator should be frend.

systematic +trades are not recommended on the
information provided in the tables. The problem
with this type of -approach Js that markets
change and there are no stops used in the tests.
This alloews for ths possibility of:.& move above
and helow the open on the same day. IT is my
aobservation that the cpening price can bes wvery
sdvantages and to waii until the indicated move
of f the open agcurs puts you at a disadvantage.

DAILY BTAS

If an overwnelming amount of patterns
indicate ‘tha same thing a hlas 1= sgid 1o exisi
in tEhe market. I call this Dajly Bilas given fthe
short time frame emploved Th the Tests. This can
e r¢hecksad against tests of other types such as
the 2 day patierns (Refer to the last Research
Report, Y. o the 5 ‘day patternzs wWith
entry on the open.: Also particular patiferns such
as Inside Days can be referred £a. If they . ars
in agreament and trend is also in agreament an
aggrassive Lfrade on the open should he
initiated.

CONCLUSION

Thess tests  provide an  invaluable start
towards ‘da-generzl definitien of market action.
The patterns seem to represent marksf action
very well. The NR patterns tend +to capture
contractien patferns -such as Inside days and
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narrow range days just by thers definifion. The
WS patterns capture high momentum meves and the
action that results after move of this sort. A
check of these patterns prior £o -each days
market can-give insight into the days potantial.

The -results of fhese tests will in some cases
IDpesr contrary to expactiations. This i3
especially so in the case of the WS patterns. In
another series of fests with the exit -extended
gut several days, results do  come closer to
expeciations. 1 will he presanting this
information in Future studies,

A.

S .N.,...--

b+
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DAILY BIAS
60LD 1975-1989

SUBJECT

In this: study I continue testing short tern price
oatterns derjved from o vertical aEr charts. A
hypothetical frade 5 fsken 52.00 off the cpening price
in. ejther direction. T rall this an “opening rancs
hrea¥out" (ORB). The purpoze:-of this study ls-to provide
2 trading stratecy with the use of daily bias,

DEFIRTTION OF TERMS

The terms used to-define the price patterns will be
naw . tg you, so I w111 defime them. [ Came to Lheso
definitions in an attempl- to categorize the markst's
hehavior: T falt that if. 1 could generalize the markst's
behayior it would alioe me to capture the essentisl
action that theoretically would influsnce Tha Upcoming
price -action, I have estahlished saven categoriss of
nrice patizrns that pelate to the $izz- of  yesterday's
daily rangs. The cofedories are as foilows:

NR7? - A dacrease in daily range relative to the pravious
5 daily ranges compared ingdividuallv.

A decrease in daily range relative to the pravious
5 ranges compared incividuallv.

NR - A decreazse in d2ily range relative to yesterday's
daily ranga.

CONTROL == Any dayvng- roaforoace to  the size -of Ens
orevious aay's ranos.

M5 - An increase indeily renge relziive oo wvestercay.
W54 - An increase. in daily rance relative  to the
preyvicus 3 day's rencss compared Tndividually.

W57 - An increass in daily rangg relative ta %
areyvious & day's ranges compzred dndividuslly.

Along. with the cetegorization of ringe size is ithe
THREE DAY PATTERN. -Three day patiern- 15 simply Lhe
provious 2 day'soclosing directien and today's apsning
direction. JT the three day patferns: ara intenorated
with. the 7 rcategories of range- gize ‘there  are 5h
pozsiple variztians.

Fach test includes the above ingredients in  some
combination.  For  exomple. (refer too diagram. A)- dne
combinatian could be fwo higher closings “and &  higher
open {days 2 thru-1 respectively) with the narrowsst day
in & -days yesterday (day 2), This would be referred fo
gz 8 [4++) with -zn NRF. A trade is ta¥en on hoth o move
abova today's higher open: (day 1) @nmd & move “helow
today's nighar opsn.

12

23
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TABLES AND DIAGRAMS

[ablzs of the reasults ars providad for the Gold
mErket from 1975-89. The title of each tahle Indicates
which of the 7 catsgori=s of ronge size was tested. The
hody of tThe tahle i=im the same Tormat £hat has been
uzed in pravious studizs and provide the Tollowing whan
read from  laft Lo right: 1} The entry level abhove or
bBalow ‘the. open: ?) Tha threse day nattern. 3} Tf the
trade tested as & buy or sale (B or S).. 4] The numbsr
of trades throughout the test peried. 5) Percentage of
orofitabla trades. &) Average dollar amount of all
winning trades and the &verage dellar amount aof all
Tosing Erades. 7) The ratio betwesn the average  win
and average loss. A) Gross profits, slippage and
commission ware not includad.

Diagram T aporoximates a11 the combinations possible
wnen intsgrating thres day patterns: and the 7 range
Categoriess

APPLICATLIONS

riorctoothe merket opening i =ach day-the Takles can

be - refereed oo Thiz will provide some fdaas on the
day's potential price actionm. Using &n earlisr example
17 the Test 2idays sed higher closingscand yesterday:-s
rangs was the narrowest in 6 market days the table

I
=
i
=i
o
|
1
=5

NRY shoula Be wsad. Dheéceusz wvou do not kpow
the opening Girection today or which dirsction tha
market- will move off the onen, 211 possibdilities should
he checked. In this cese the (++2) and (++-} pattern
would- ba wutilized “for  a ‘Higher ~or Tower open
respactively. In zach case two possibilities exist. a
move above and a move below the open.

DAILY BIAS

IF ail of the tests indicate the same thing:-[(all
buys or &Il sales), a bias iz 'saig to ‘exist in the
markat: T <211 this Daily Eias given the short Time
Framz. empioved: in  the %es€s.. This. can be  checked
acainst tests of other types such as thes 2 day potterns
or the 5 day patterns with entry on the open (refer to
previows reporks).  Also, paeticolar patierns such as
insidel "Days “dan be -irefereed too LT Ghew:s aepe in
agragment and trend iz 2is0 In agreemsent an zgaressive
trade on the open =hould be initiated.

CONCLUSION

These tests providesan invaluable start -towards ‘&
genardl definitien of markst action, The pattarns soem
to reprasent market sction very well,. The: KR patierns

d
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toend to capfure contraction patterns such: as Insica [ays
and narrow range days just by thair definition. The WS
pattarns capfure hich momanbtum movas and the ackion Lhat
results zfter.a move of £his. sort. & chock of these
patterns prejor  to 2ich day's market can give insight
into the day's ootential.

The results of thess tests will in some cases
appedar’ contrary to expectations. This T= espacially 50
in the czse of the WS patterns where ¢ continuation inm
Lhe “direction of &he WS is a logical assumption. In
gnother saries of Lests with the exit exisnded out
savargl days. resulis do come closer to expectations. I
Wwill he presenting: Lhils information in future studies.
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5 SEGMENT STUDY AND OPENING RANGE BREAKOUT

It s the goal -of my ressarch to discover determining
factors within the market so as to formulats gensralizations
(principles) and laws about t's behavior. I atfempt to do
this with a form of statistics. The statistics are derived
from: the study -of -the market within the context. of
particular wunits of information known as veriifal bars. In
this case a unit of markst information. This unit of
informatian cubsumes other units of information such as the
open, high,low,close,volums, and  rahge. It s thraough
comparizon  of these units of market Iinformation that
generalizations are: inferred. This s . the  inductive
principle of concluding Taws from the characteristics of
individual cases. With an undsrstanding of these laws
certain  logical conclusions can be drawn: Once market
urinciples, laws, are established certain types of behavior
can be known and follows Togically. This is deduction, which
i  the process of reasoning in which We ¢onclude Trom
general law or principle £0 a particular instance  falling
under  the general law or principle. For example. The market
Principle of Contractlon/Expanszion Implies certain -things
abgut the market, namely, that @ price bar tends fo expand
it3 range just after the bar preceding it has narrowed It's
range. This market principle was derived inductively through
testing and ohservation. Once the law i3 definad deducticn
begins. My premise §s5 that 2 sound understanding of these
market  principles 15 necessery to successtul. trading.
Without them, or -without a ‘system that izkes these
principles ~ into  account  success  will ba  Timiied.
In this particular research report the inguiry _was
stated as Tollows; does the position of the open and close
withen the previous dally bar% range have an impact on the
next days price actich. To answer this questian an opening
range breakout trade was implemented the day following  the
open ko close relationship noted. Opening Rznge
Breakout{ORE) is defined as a trade taken 3 predet=rmined
amount abave or below the opening range. Defining  the open
to c¢lose relationship reguired the division of the days
orice bar (refer to Diagram 1, Day 2) into 5 equal segments
of price. Each segment was numbered 1 thru 5, 1 being the
bottom segment of the bar and & the top segment of the bar.
The pesition of the opan and c¢lose of Day 2 relative to
these scgments could them be noted. Tables A and B display
the results of the ORB taken om day I after sach possible
open to close relationship.

Table A and B displays the following: 1) The secment
that Day 2's open and close wers in. There were 25 possible
varfations. 2] The rasults of an GRB trade ftaken on a move
zbove the -open and on a move below-the open. Theretore fwo
trades are taken for esach open to close variation making 50
possible. trades for each market. 3) If the trade was
profitable as a buy(B) or a salel(S). Thiz was determined by
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Gross profits only. 4) The number of trades taken. 5) The
percentage of winning trades. &) The avarace dellar amount
of 8]l wirning trades and the average dollar amount of all
losing trades. 7} The ratfo between the zverage win and
average 1oss. 8) The gross profits. Table A s the Bond
market from 1978=12BE and Table B iz the Sovhaan market from
1970-13E88,

In both markets 2% out of 50 trades were profitzble
talaes, In the bond market when the close wes in an equal or
lowar segment relative to the open 17 tradez were buys and
12 trades were sales. When the close was n an egual or
higher segment 20 trades were profitable 25 sales and 10
were profitabhle &5 buys.

The Bean market showed 15 buys and 15 sales when the
tl0s2 was equal fc or less than the open and 17 sales vs. 13
buys whan the c¢lose was squal to or above the open. Both
markets showed similar resulis  for the following
combinations, 275 sells, 5/2 buys, znd 1/]1 boys.

The 3 highest percentage trades in the Bean markset were
1/2, open minus 5¢, sall 79%; 5/4. apen - 5¢, sell 78%; 2/4,
open-5¢, sell T4%. Im the: Bond market, 2/3; open-B tics,
;Ei] 873 475, open-8 tics, sell 78%; 2/2. open-8 tics, =ell

o,

The most apparent.generalization that can be made about
this study is the tendency of the market to go down (on  Day
1] the day after the markst has closed above the opzn (on
Day 2), and the tendency of the market to rally (on Day 1)
after the market has had a close: lower than the open (Day 2]
the previgus day. This is particulariy gvident in the Bond
market after the market has had 3 close sbove the days open:
20 out of 30 trades showed profitability on the sell side.
Thisz: sugogests a short term overbought condition. This iz
useful information and can help dempen the natural =suphoria
that occurs on trend days or & day that has closed in your
favar.

After “a preliminary review of this study Tt Was
difficult to determine any othsr principle that  this
relationship between open and close demonstrated. This doss
not mean that the tests had no value. In  fact, the
percentages and winfloss ratio .on zome of the individual
patterns waz remarkabla. This suggests that the tests can be
uzed effectively as a reference in combination with other
price patiern studies.
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OFPEN TO CLOSE TRI-SEGMENT STUODTES WITH OEB®

The inguiry 3in this feport 1s gstated as
follows: Doea the position of yesterday's open
and cloeg within Vesterday's price range have an
impact on  today's direction? To answer thi=
gquestion an opening range breakoul Grade was
tzken after the day in guestion, To methodically
eost. the open £o close relatlonship the Fay
before, yesterday's price rangs was divided into
3 sgual segments of prics. The bolbtom sedment was
labeied 1, the middle 2, and the top segment 3.
It wa= then determined into which segment Lhe
open occurred and intc which ssgment the closo
oocurred. For example, Table A{Eurodollars) shows
as number ona 0/3 and Cf3. This means that the
open and close of yesterday werc both in the top
£hird of the dally range. The trade was then
taken =t the indiczted points off the open. Again
in the case of Eurpdocllzars, the trede was taken 4
tics above the openiopen + 4 tics) snd another
trade wss taken 4 tics below the openfopen - 4
tics). The Lrade wasz exited on the cloze of Lhe
same day.

311 the tables have the sams format. Some
contracts will kave differant levels of
entev(T.Bonds B and 16 tics, and Live Cattle 25
and 50 points).
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&P GAPS AND OPENING RANGE BEEAKOOT(ORE*)

POBPOSE: To test the Impact on price of g price
gap above or below Ehe previous day's close.

To test this, *ORB's of 80 .and 160 points
wWere taken above and halow the open-after gaps of
Z0, 40, 6O, 80, 100, 150, 200, 300 and 400 points
aither up or down. A comparlison of the resulis
of thede ORB's with WO0RB's taken on any day
provide a valid control group comparison.

Conclusions:

I} The bigger the gap, the more 1likeliy the
market 1 to go in. the direction of the gap.

Z) An ORB in the opposite direction of the
gap hecomes less profitabhle and eventually
unprofitable the-blggaer £he gap.

3} Volatility increszsed dramaticslly as the
gap enlarged.

‘Applicationg: If the gap is not fillied or If the
market on the day of & gap cannot return +to the
previous  day's price range by mid—segsion, the
chances of continuation are high. Obviously., the
largar the gap the more likely for this to occur.

On & large gap ignore ORB  zgainst the gsp
anless it is ‘occorring - withine the £f£irgt. 5-7
minutes: In that case, vrofits must he visible
within a half-hour after entry.

Tha following tables incinde:

1}.The zize of the price gap reiztive to tha
previous - day ‘claogs. ]

2).The entry level above and belaw the open.

3).Whether +the trade was a buy or selil.
Thiz 1a determined by Gross Frafita.

4) .Numher of trades.

3).Percentags of profitable trades.

G).Average of Winning and losing trades.

7)Gross Profits: siippage and commigsion
were niok incliuded.
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FORMATTION OF HARKET CONCEPTS
(GAFP AND ORB)

A concept 15 a mental Integration of bwo
or- more units which are izolated according to
specific charateristiecs and united by a
speciflic -definitien. Tn' concept formaticn,
the uniting dinvolved is not a mere sum, butbt an
integration, i.e., a blending of the units
into a single new mental entity which is  us=ad
thereafter as a single onit of thought (but
which can be breoken into iis component units
whenever regqulired). The following 1s taken
from the "“Ayn Rand Lexicon™ ender tha
definition of Integration. The original work
was Introduced in 2vyn Rand.= "Introduction €9
Objectivist Epistemology®. This Integration
is an-essential part of wnderstanding. For
our -puUrpeoses, as traders, integration zllows
for the awntomatic wse of huge amounte of
information ahout the market that ©an then be
applied in a egplit sacond.

When applying this definition af =
concept and process. of integration to the
markat the term markat concept better
describes the - particular cognitive topl. To
restate, referring to the market, market
concept is a mental integration of two or more
units {wertical bars, tice) which are isolated
according  to specific characteristics (size,
amount,; position of open and close, sto.) and
united by a speciflc definition (NR7?, ZBar NE,
SBar NR, NR4, W57, etc.). The nniting
involved is not a mare sum, but an
integration, if.e., ‘blending of the (verktical
barz) intoc a single new mental entity (market

cconcepk)] which is used thereafter ag a single

unit of thought (but can he broken dinto its
component vwvertlcal bars whenever reguired).
This process allows us 0 creats a mental
filing cabinet of market concepts which would
otherwlse be impossible fto digest.

Thi=z process of integratien is practiced
in. the analysis section of the market lettor.
This shounld shed some 1ight on £the motiwvation
for =such a rigorous analvsizs using so many
diffarent markat theories. The crucial
portion of the ‘analysis {is the integration
zection. Although, admittedly, these zre much
more abstract market concepts: the exercise is
ugeful and is representative of the thought
procesas.
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The present rescarch repork deals with
the market concept "gap". & gap, 25 defined
in %hils report, is an openling above or below
the previous- day's close by the indicated
amount. Traditionally, gap has heen defined
In harrower-terms, s ah open ouakside of the
previous day's range. Gaps if held throughout
the dzv indicate high ‘momentum in the
direction of the gap and suggest that the
trend wili continus over the next . several
days. The directional indicstion is depandent
on this gap's helding into the cloge. Ideally
there will bhe soms follow through during the
seasion in the gap's direction. As will ‘he
SERT in the: following tests it {a ‘wvery
difficult for the market t©o: follow through
after a2 gap and it appearz as the exception
rather thag-tho rala.

Tahles of the results of wvarious size
opeding gaps and of opening range hrezkaut
trades (0REB) taken after the gap are provided
for eight markets. The Tables indicate the
cize of the the gap £followed by the amouht
above or  below the cecpena trade was kaken.
Thercafter it 1z indicak=sd whethasr the trade
off the open was profltable as' a buy or sale
(B. or 8). -what percentage profitability
aoccurrad, the number of trades in each cese,
the average dollar amount of winhlang trades
and tha average dollar amount of losing
trades, followed by Jross profit, nok
inciunding slippage and commission. The tests
serve a=z the working materizl for determining
tha nzturse of the cach market. Tt should be
noted hat ho stops were used in +the tests,
consegquently a mowe akove and below the apen
could have occurred on the ssme day. If  this
heopened I counted beth trades; obviously one
had to be & losor., It hes been my observation
that the further the market moves in  one
direction off the open the less 1ixely for it
to move to the pther side of the open.

The results were interesting. TFlrst of
1, the markets +tested contrary to earlier
ots -of the same type done on the &+P. The
P generally displaved continuation in the
direction of the gap as the sige of the gap
increased. This characteristic wWas the
opposite in the Bond markst where price tended
to reverss the gap direction regardless of the
gap size. In general, reversals oOf the gap
ware the rule not the exception.

Each market's characteristics will be
dealt with individually.
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BONDS = Cenerally reverses the direction of
Lhe gan. Movement counter the agap was
relatively easy as displayed by number of
trades, Caudtlion =should be ohserved on trades
in the direction of the gap unless information
iz overvhelmingly in favor of a ceonkinuakbion.
Take counter: krades in the absence of Earcly
Entry and Iook for a trade back Lo the gap or
the previous day's settlement.

EURDDODLLARS: Similar to the Bond markef.
JAPANEEE YEN: Oleer upward bizss throughout
the test perliod. Some signifloant percentages
on buys above and below the open.

GOLD:  ‘Generally a fade markobE after the - gap.
Profits were realized on trades counter the
gap. Percentages were not remarkable bot did
provide aoms hints on maErket Jdirscticn.
Suggestion is for trasdes taken only after
inltdlal counter—-gap action iz odbsarved.

CROUDE OTL: Tests did not provide clecarcut
information but saemed to lean in favor of the
market continuing in the direction of the gap.
CATTLE: Gap directicn 1z generally reversesd,
Systematic frades are naot recommendsd given
the low percentages. & clear-abllicy £to mowve
off The open in the opposite direction of the
gan wag demonstrated. Caution should bBea
observed on trades in direction of the gap and
trades considered counter gap-

BEANS: Onplvy 9 Buve out of =z pozmeible. 22
trades; a clesr downward hias. Do not go with
g2 move in the direction of the gap unless the
gay -1s oniy 5 cents. Anvihing greater should
ke wiawsed with cantion. On a gap lower aof 10
canls or morg Iook @t rallies to gell, But on
gaps higher do noi buy breaks. Consider sales
Oon JJAaps Up.

Each market displays 1its own peculiar
characteristica throoughout £he test periods.
Thiszs ecould be attributed to trend during the
test periods. The one exception may be £he
Zovbean market, which clearly shaowad =
dowynward hias. As a rule. tradss taksn in the
direction’ 0f gaps should be done cauticnsly
and in coocdipmation with ofther information
{price ‘action, Barily Entry). [Thero werec very
few instances where systematic trades ware
called for, The information can hez2t be used
a3 a reference to the ganersl charcacteristic
aof e2ch markzsit after gaps.

Evidenre clearly siuggests that Opening
Fange Brezkout trades are not gsomething that
ghould ‘be faken avery day. Other information
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must be integrated when considering a krade of
thi=z type — 3 gap is just one of ‘those
conslderations.

The first pakt of this report dealt with
concept Formation: TIX is with this particular
theory of knowledge (Ayn Rand's Objectivist
Eplstemology) that T ‘approach all my work.
This provides a necessary context and
definitively demonstrates the significance of
technical anslysis as a cognitive +4ool. This
i= my intention. Previously., Technical
Anslvais has besn justified merely on
pragmatics: does it work/make money? With a
philosophical base of thi= type (pragmaticsm)
it iz 'easy for the random walk school to
overturn technical analysis’ premises.
Technical Analysis and all its wvariations
ardgse from a human need fo determine the
nature of the market. Once the nature aof the
market is determined, trading Can ba
profltable.
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UPTHRUST AND SPRING REVERSALS

Upthrugt 1z defined as & price move above &
pivot top followed by = wide sSpresd reversal to
the downside that meets the following criteriad

1} It elosmes below the  iwo: previoum dawys!
clozings-
2] The close is below the pivot top.
3) The cloge iz below th= opeEning
and the mid=range of the day-
4) The daily CAngE iz grezter than

the previcus day's range.
Diagrams of fiwve tested wvariations are provided.

Thisg type of price action implies that
aggressive supply hasz entered the market snough to
shift momentum completely. In most cCcases hew
longs were entering the market on the move ahove
the pivot top. The reversal piots these longs 1In 3
lo=zing position that eiiher iz held long-term orc
iz ligunidated over the next day or several days.
In =some markets 1t provides a very powerful bias
to the downeside over the next three day period.

I have tested the Bond market for this tvpe
of behavior and found it to produce resulks in
line with the traditional concept of =an upthrust
a3 @2n indication of supply. Diagram 1 displayvs a
cimpie upthrust whera the reversal oceurs the day
after the pivot ‘is formed. The pivot ftop iz on
Day 3 In this casc -and the reversal (upthrust) on
Day 1. The test. wa=s for & sghort sale tiken on the
close of Day 1 and exitad three days later on the
close (Exit not shown in the disgram). All tests
waerae. during the’ peeiod 1978 thra 1987, Results
vers as follows: BT% Winning Trades. Aversge
Winner — $340; Average Loser — $625. Stops werse
not used. Eight occourances.

Diagram 2 displays a pivot on Day 4 with two
intervening Adavs between the piwvot and the
upthrust. Day Z could Have heen above the pivot
alzs but the reverszal occurred ol Day 1. ZFesyplis
ware zre z3 follows: 55% Winning Trades; 5859
Average 5587 Averzge Loser on 8leven OCCUrrenceEs.
Not quite as good as Pattern 1l but it is difficult
to draw conclusions about the individual patterans
because of the infreguent occurrences.

FPattern 3 (Diagram 3) shows the pivot on Day
5 with Day 2 2nd 3 sllowed to wvary anywhere in the
price pattern. < With the revergal on.Day 1 and &
gale oh the close there were 59% Winning Trades
with 39006 - Averzgs Winner and 3941 Average Loser
| EE'EI'E-Rt-EETl goourrances.
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Frattern 4 (Diagram 4) places the pivot on
Day 6. 7T0% of trades were profitzble. Average
Winner was $1,081; Average Loger — £1,192 op 20
OCCUrrences.

Pattern 5 (Diagram 5) displays some unusual
results. The pivot is now on Day 7. A profitablse
Lrade occurred G4% of the time on a long position
takan on the close rather than a2 short position,
In wother words, the results reverse. This was a
laser 36% of the time on a short sale with Averzge
Wing =t 28918 and Averszge TLosses at FRO5, “onl 14
occurrences. Thi= test =sugoesks +hat when rou
move too far away from the pivot, the validity of
the reversal and supply indications diminiches —-
encugh so that you should be aware gf a move
potentlal against the wupthrust within the next
three davs.

It the upthrusts that® were associated. with
pivot tops from Day 3 to 6 as indicated in
Diagrams 1-4. FResults were as follows: 56 Trados:
38 Winners; 19 Logers for 68% Profitable Trades.
Tofal -Profitfs: §35,988: Total losses: $17,749H,.

Average Winner - 3$947. Average Losor- S981.
Total Gross Profits - $18,6%90., These are

reasonable results considering that stops wers not
used and it was = three day trade. In general,
when =tops =re used losses will remszin smaller.
Also, on a three day time s=Span much ¢an happen
adversely  fto the trade: To bBe able ko conclude
with G8% accuracy that the market will close holoy
a certaln price level. Tn this caze the close of
the npthruzt provides SOme interesting
oppoertunities.

Several things can be done to ‘enhance these
results, Frimarily antlcipating the upthrust
before 1t happens and eatering the mzarket at the
high end &f the upthrust's price range i= the best
possible trade that ‘can be made. This i& where
much. of my ‘work ‘has led me; that 1s5: £o
anticipating reaverszals rTather than waiting for
them to ocour. Thils can be accompllished with an
understanding of inkraday price mction. For this
discussion I would Iike to concentrate simply on
the entry or the ¢lose of the upthrust. The
absolute ideal Is for the market to gap lower the
day after entry and never trade back to the entry
lavel. This provides immediate gratification but
15 extresely rare. In fact: ft  is-more I1iEKely
thet the market will ttempt to raliy at Esome
paint: the day  Followihy the ~upkhrust. If the
market shows 11lttle or no momentum on  the raliy
2ttempt and a ‘move to new Iows for the reverszal
occiurs, 1t confirms the supply indication. The
Wworgt passible price action is a raelly taking the
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QETHRWST: Defined a3 a price move above 2 pivet top Tollowed ay a
wida spread ravarsy] 9 the downside rchat mests the Fallowing
eritaria. L) Tt clfoses balaw the twa arevisusz =lassimssg. 2) The
close is delaw tha pivot tep. 3] The clese iz delow the cpenfng and
the mid-rangg of the day. 4) The d4a¥1y rapgs i35 grezater than tha
arevious day's ranca,
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market back wuwp fThrough the mld-range of the
upthrust with a close akove this area. When this
happens, the chances for @ move above the upthrust
fnorease dramatically,., TIn general, the mid-range
of the upthrust should not be vielataed by any
rally, TLogically, this implies: that the lower the
close 1n the bar of the upthrust, the better the
change that it will remain below the mid-range
thereafter. Intraday monitoring of the position
the day or day's after entry should help give
early clues o the validity of the upthrust.

The tests conduckted In this report only dealt
with three day trades. Price action Should be
congiderad when entering this trade. For
ingtance, if price gaps lower and agaressively
moves through @ @ previously-established trading
range low- or’ pivot  botEtom of consegquence, a
langer—-term Lrade should ba monsidarad.
Qccassionally,: upthrusts precede major move=s in
the direction of <the rewersal Eépecially p 5
clear areas of distribution has occurrad prior tao
the upthirust.

It should Dbe noted that: not all markets
display the systematic sucdcese that the Londs Aid:
In fack, =sales on: wupthrus=sts In: the E+F market
produced a profitable buy if entersd on the closze
73% of the time during the periecd 1982 thra 1988,
This reflects the upward blas present through the
test period hut obesrvation suggests thst sach
market has 1tz own character and shouid: bhe
considieraed separately. Tests on Catile suggest
Ehat moves take more time to develop after the
upthrust than in most markets, but it generzl many
major highs are zssociated with this patkbern.

The necessity to observe prior actiesn after
tEhe upthrust cannot be over-emphasized. A keen
understandling of price action: g imperative.
Systematic entry on £hie indication should ba
avoided (11 a dally bar indication. Some
interesting results can bhe attalned om the
intraday bar charts (hourly, half-hour) hot -even
there a rally. attempt 1in. the bar immediately
following the upthrust is likely providing a much
better entry than-the clese of the upthrust:

Theo Spring iz eXactlyv the same as the
npbhrust hut with opporite parzmeters. A Spring
iz @defined 3s. a price move that carries balow a
pivot bottom that is followed by a wide ‘spread
reversal day that meebs the following oriteria:

1) The two previone cloepings are closed
above.

2) The cloze is gbove the pivot boltom.

3} The <logse is above the apening and

mid~-range of the day.
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43 The daily - range is greater than the
previpus day's range.

This tvps of price action implies that aggressive
demand (buying) has entersd the market on the move
to: new lows. The subeequent reversal leaves a
significant number of now =horts trapped helow the
pivolk Dbottom. an understanding of mechanical
gwing +trading methods will help one visualize the
t¥ype ofparticipants that are trapped below the
pivet: for by Atz nature, swing frading will
prompé new sales as a pivot bottem iz penetrated.
This: 13 the worgt entriy and trade location In the
business. Tests were econductad on the Spring
Raversal that were similar te the Upthrust but in
teverse, A long posltion was assumed on tThe clase
of the Spring and exited in three days. Stops
were not used aznd price data fer $he tests was for
the period 1978 Thru 1987.

Pattern 6, (Diagram &), shows a Spring on Dy
1 with a piwvot bottom on Day 3. Eesults on a long
pogition were 44% Winnhing Trades; Avarage Winner -
£1,554; Average Losear - 3881 on 9 gocurrences.

Pattern 7, (Diagram 7) with the pivot bottom
on Day 4 produced 71% Winning Trades with Avorage
Winner - #1,318 and Average Ioser - $E43 gn 7
ooCurrences.

Patiern 8, (Diagram B) with the piveot on  Tay
produced 42% Winhing Tradss with Average Winner
— #4531 and Average Loser - %383 on 12 accurrences.

Pattarn 9, (Diagram 9) producedd8¥% winning
Trades with BAverage Winnsr - %1,335 and Averags
Logser - 51,380 on 23 occurrences. Total Gross
Profit wag $682 over the period.

To ifllustrate +the point about subsequent
price action to the Upthrust and SsSpring, a tast
wag run on-Fattern 0 with a‘ztop 1 tic below- the
mid-range of the Spring dey. Winning Trades
dropped to  35% but Average Winners were 31 ,355;
the same as without a stop. Average Losers were
reduced . to £539 per trade., This Iaft a +32,747
et Prafit.

It is =mpparent that Crom the results of the
tests on  Springs that systematic-frades on- the
Spring day's cloge. Can =] dangerous. Trade
location can ke Improved dramatically over this
type of enbtry. This deoes not: invalidate the
Spring as a legitimate means of assessing the
market's condition. In  fact,. 1t " highlights the
necesgity to use it for that purpose alone and not
as a3 svstom.

The cumulative tobtels for Ehe Spring are as
follows: 25 Wianers and 26 T.osers. Total Gross
Profiky - 4$29,756. Total Gross ! Logses — §24, 1449,
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EPRIRG: Dafined as a prica move ihat carttas helon 3 pivet hottom
that iz Tollowad by a wide spread reyerssl day that mesrg the
following criteriz. 1) The %we pravigus £lasings ar2 clossed above,
2)  Tne-clasa {z above the plivat Lobktom. 3] The close is above the

apening 2nd the mid-range of the Zay. 4} The daily ranga (i graszter
than the pravisus gay's range.
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Averags Winner - %1,
Total Gro=a Profits  on
Winning Trades.

It =should Dbs mentioned that +thessa Lestr
reprosent nine possible types of Springs//lUpthrusts
and they dll include price zbove the plvot on the
day of an upbthrust and price helow the pivot on
the day of a Spring. This 1leaves cut the
possibility Tfor & gap day that do=s not trade
beyond the pivet. Alse axcluded are pivots more
than =silx days back from the reversal. The other
phenomenon that is neot included: ‘in  the case of
miltiple pivois 1n the wvicinity of the reversal.
For the purposes of demonstration I have used just
thegsae bagic patkerns. The rTesulte will not be
effectad gdgramaticglly. Another EE-30%  more
trades oocur if these paraneters are added o the
exlsting criteria. Thnis 1i= not necessary for my
purpose, which is to dembnstrate the nature of
Spring and Upthrust. I have made it eclear that it
iz not 3  recommended meEans for trading
systematically off the daily chart.

190. Average Loser - SB3Z.
51 trades +F5,6077 40%

2.
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BULL AND HEAR HOOE DAYS

In "Opening Bange Breakout 1", Baar Hook was
mentioned as a wvalid predecessor of Trend Day
action. In thils repor: computer tests are
provided to determine the walidity o©of this
apsumption. Bear FHook 1s defined asg a day in
which the open i= below the previous day's low and
the closs is above the pravicus day's claose with a
narrow  range ~relative fo the previous day. As
implied by the name: thete 15 4 tendency for the
price aetleon following a Bear Hook to move to the
dowvnside.

To test the pattern an Opening Eange Breakout
wag taken the day after the pattern. To review,
ORB iz definad ag & trade taken at 2z proedetermined
amounk akove or below the opening range. Table A
-displays the results for the Bear Hook day.
Resulte clearly show a downward tendency afiter the
pattern. Thig “is -indicated by 13 of the 16
possible tests showilng &s profitable salses. The
Bond  market iz particularly conclusive with high
percentage-sales on moves ‘heilow ‘and above The
open. :

EBzar Hook days nave provided olezrer
indieatlons than Eull Hook days in general. I
will provide resullts for Bull Hook nexi chapter.
It must be pointed out that in the first chapter
of the boock no mention was made of the tendency of
the market +to move in one direction afier Lthe
pattern. But it is clear from these. resultas that
the pattern i not wslid for a iy directional
trade and should ba only pursued to $he downsgide.
fme exceptlion is fn the cese of a gap above the
Bear Hook dey with 3 move above the open and the
abilifty of the market to. “hold: the gap “thruo
mid=session.

A chart 1s provided showing Bear Hook
patternsg for the period B/15 theu 1174 in the Dec.
T.Bonds. Notice price actlon: on the day following
the patterns and +the tendency for kthe market to
place the open on the high of the day.

In a- furkbher review of Table A 13 puf: of: 16
prssible tredes showed profitable sales, The 540
market was f£he cohly market that showed Gross
Frofite Thigh enough on the buy side to corgidar a
trade. This occoorred because of the tremendous
upward bias throughont the test period.
Dtherwise, the only other market o show buy was
Catbéle on tEhe: open  plus: 30 points. MNobte Gross
Frofits were oniy £80 though. This is a
phenomenal. result. Cross currents are at work
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here and showld be noted. TIn general, on any
given day the market tends to continue in the =ame
direction &s its initial move off the open. Given
no other informztion other tham the open and the
initial move off the open;, one should assume
continuation. On the ‘other hand, the Bear Hook
clearly does not support this general concept. In
fact, it suggests the exact opposite. Thi= 1is
ezsential knowledge. EKnowledge of the exception
t0 & general rule ecan help the trader gave nmonesy.
This obriousg contradiction to the general
principls of intraday trending provides an idea
Eor future testing. There are mozs Lypes of price
aotion that oCour that dog not favor a
pi-directional ORE. Isolating this type of price
sction will do much to increase onhes understanding
of the market.

In ‘summary, use -Bear Hook Days for Opening
Range Breakout fo the downside. This pattern
provides -another reference and filter to the ORE
technigua. When trading, in generzl, do not go
zgainst a Hhigh percentage bias, especizlly when
that bias algpe fzvors the intermedizte term trend.
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BEAR HOOK (ORED

-r'H. e S

FM& HOdK: I3 & gay in whieh the open 15 below the -:revinus day’s
o and  %ne closs g abowa the pravisu: day's clesa WwiZh 3 marraw

FANER -
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EULL HODOK DAYS

Bull Hook ‘is defined as a day in which the
open 15 above the previous day's high and the
close s below the previous day's close with a
narrowing range. The Bull Hook, as suggested by
its npame, 15 'said fto be a bullish indicationm and
in most cases will be followed by 3 move to the
upside the day or days following the Hook. As YO
will see by the tests run in this report, This is
not always the casa.

To test this pattern a: trade is taken on an
Dpening Range Breakout the day Tollawing the Buil
Hook. Opening Range Breakout 45 defined as a
trade taken at a predstsrmined amount zbove af
belaw the open. The results of this test ‘are
Shown in the Table entitled, "RBull Hook Day"™.

This Table shows a bias te the upside after
the. .. pattern: Eight ouf ‘of 16 trades were
profitable as huys. The most concluszive svidence
of an wpward bias after the Bull Hook "5t the
amount of Gross Profits that were accumulatsd on
the buy side; 530,081 on the buys and 57,854 o
the sales. Llearly this demonstratos an doward
bias after the pattern.

Tha Bear Hook showed cumilative profits for
all -markets at S41.768 on the sel]l side and
313,728 on the buy side. A bit more convincirg
blas wher compared to Lhe Bull Hook. When you
extlude the 5+F Trom these figures there azpe only
480 in profits on huys after 2 Bear Hook.

Ohservation of market action is recommendod
after gither pattern. A guick move (Early Entry)
in the ‘direction of tha bias off o7 the opan s
the ddeal. A mave af this type against the bBiac
wolld ‘suggest cawtion. The Bull Hoeok 2lise is
enhanced when the markei opens lower on ths day
Tollowing. This provides creatar potentiia]l and
goes-along with & natural fnclination of ths
market Lo fi11 the gap betwszen the open and the
previgus day's clese. If the closing price of the
Hook Day 1z then traded continuation to the upside
is Tikely.

In general, the Bull Hook did net display the
consistency of the B=ar Hook. Mevertheless, tha

test rasults provide enough evidence of a3
pradictable bias arter the Bull Hook. Maybe  Just
a hint but. somatimes that ‘i all that I5s

NECEZSaAry.
The Bull Hook integrated with trend and price
action studies 15 useful. Tdeally. if trend is

| [}
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up, the oapen i35 lower than the close of the Bull
Hook-. and Early Entry Buying accurs, a high
orobability trads ig provided. Alszg, 1f an
important Angle of support is in the wvicinity of
thi=s types of price action confidence iz added.

Ancther thing to consider when zzzessing the
trade 1is whether a large Buyine Extreme  had
pccured in the location of the open on- any day
beforehand,. Quite naturally supnort will come
into the market aft this point. :

It should be noted that this 7= one of the
best results on duys above the open - that I Hhave
seen 1n the Catile market. 78% on a 25 point move
above the open after a Bull Hook is extraocrdinary.
Winfloss ratio also remained rezsonably high.
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MAREET CONCEETS AND DEFTNITTIONS

ACCTMOTATION (ACC] is ©hs sstablishment of an investment or
spectlative pogitiocn Ly profaessidnal interasts in
anticipation of an advance in price.

RCTIVITY (INITIATING) — Activity de initiating for other
time frame ®uyers whnen it ocours abowve or within the
previous day's value sreéa. It iz initiating for obther fims
freme =sllers when it ooours kelow or within the previous
dav'zowvalue ared.

ACTIVITY (MORMAL DAY) {N) - Occurs when the pionser rengs is
conprised of the flrst Eime period or the flrse two time
pericds.

ACTIVITY (NOBMAT. VARTATTION OF MOBEMAT. DAY ACTIVITY)

(V) - Ocoure when the first time period or the first two
time: periods hack=to=back couprisze S0%-00% of the plonecr
Sange.

ACTIVITY (RESPONSIVE] - Activity is responsive for other
time frome puvars whn they are respooding to the market
created opportunity of lower prices, in- other words, price
below value., It is responsive for othar time frame =ellarcs
when they are responding to the markebt created opportunity
of higher prices, in other words, price abowve value.

ANGLE - A line extendesd from particular pivet poinks on a
bar chart with ah exact, predetermined siope for the purpose
of anticipating price turning points and =is0 used to
approximate ceciliatlons ovaer and under the angle, @nalogous
with the center of gravity in the movement of a pendulim.

1 X 1 ANGLE - Tha primary angle moving one unit of price: by
one it of time. One unit of fime can'ba ag small == five
minutes and as large as & month or wear. One uhit of price
ghould  soproximete fifty dollars and conaist of ons, two,
four or eight minimm price changes (tics such as 4 cont,
025, etem. ..). This sometimes =2ppears as a3 43 degree
2lope, but not always. The 1 X 1 &ngie 1= & constant and
therefors slope can vary ol various =caled charciz.

AOCTTONS  (INITIAL) — establish the market's initial balance

and reflect the attitude of the day time frame brader.

ATCTION TOP - ococure when the marmet falls guickly away from

an auction high. Tt s Indicated by a tall of single prints
which show that Ehe other time frame trader wWasz compatling
for opportunities at that lewvel.

AUTOMATIC RALLY (AR) - iz a technical rebound that ocours

juat efter a selling climex uwscally wvercy short-lived but
somebimes producss large moves.
AUTOMATIC REACTION (ART) - 1z  the opposits of autcmatic

rally ococomrring after a buying climasx.
HREARDOT (BD) — i & cdecizive move through an area of

registance or SUpport. . Dstelly characterized by & wide
spread and closs of the dey in the direction of the
hraakout.

BOLGE = is a sudden esgansion of price or volume.

CLIMAX (BOYINZ) (BC) - i= 2 situstion characterized by the
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highest Intemsity of spaoulative demand cccurcing within an
uptrend. Usually sooompanied by a [Ws) day and the highest
yolume reqistered within the uptrend. This situation only
scours  after the moee has  besn In effect for scoe tima.
This condition marks the spprogching eid of a particulzr
ustrend.

CLIMAX (SRILING) (5C) - iz & situation characterized by the
highegt intensity of speculative supply pcourring wWithin a
dovatrend. Tsually accompanied by oz (WS) day and  the
nighest wolume registered within  the downtrend. This
eiluation only ooours afier the move has been in esfect for
cope time. This condition marks the approaching end of =a
prrticular cowmbrend.

CIOSE - is tha last trade registerad in the tims period
under consideration.

CONGESTION — is a series of treding days with o vigikle
progress  in either direction. Usually associsted  with
narrow range days or non-trend davs.

COMTEACTION - Market behavior represented by & congsstlan or

o e e
]

Formant period sither short-term (ID) or long-temm (B Bar
MR} and Gsually resching 1bs narrowest phese at the end of
tha pericd.

CONTRACTION,/EXPANSION PRINCIFLE - suggeste that the market
as a phenomanon i oonsteEnblY changing from & perlod of
wovement to & period of rest and back to a poriod of
ovement. This intsrechange between the ghases of motion and
rest, congsstion and  trend, or trading rznge and hreakolt.
are oonstantly  faking place, with one phese directly
remponsible for the other's existence. This phenomanon iz
most apparont when Viewing the market frem the context of
price moves off the open.

TaY (INSIDE) (ID) - is #n (MR} dey whlch Tas its daily range
completoly within the previoas dally rangs.

DAY (NEOTRAL) (WD) - occars when there are secondary
mur-tions in both directions — up and down.

DAY (MON-TREND) (WT) - Tha first holk's rangs conprises 100%
af the day's range and all subsedquent time hrackets trads
over the same prices as the initial balance area.
haracterized by 2 narrow gaily range and low volume.

DAY (NOW-TREND/NEOTRAL) (NT/NOD) - is a narrow range day
lzcking discecnable hias in-either direction. Eias in this
czze iz determined by the position of the olose within: the
daily range.

may (oOrsipE) (om) . - is & day in which the high and low
prices ars, regpectively, higher and lower than those of the
proceding day.

pAY (TREND) (TD) - iz a wids sproad day with the open and
the closa nesr opposite exiremes.

DAY {TRH-]B! (TD) -  When the pioneer range comprlzes less
than 10 of Lhe day's renge or the markeb hes 10 domlnant
arsa of trade throughout the sesslon, Characterized by each
half-hour periods continuing ik the direction of the initial
move cut of the ploneer range.
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DAY (WIDE SPREAD) (Ws7) - i1s a day with a dsily range that
iz larger than any day's range ralative to the provious six
days.. It Indicates momentum.

DEMEND — Product axisting to bay in fhe market.

DISTRIBUTIM _ (DIST) - i= the establishment of an investment
or speculative positlon by professicnal  intersste  In
anticipation of a2 decling in price.

EARTY ENTRY (EE) - & large price movemsnt in one direction
Within the fFirst fiftesn minutes aftor the open of the dally
segzicn. The open chould ack as one extreme. Probability
of contimiation iz 90%.

BARLY ENTRY (TYPE 1) (EE1) - Characterized hy the first
fiveminute period's close on ohe extreme and The day's open
on the opposite extreme with the range relatlvely large.
The =econd £ivwe minates shows an equal thrust in the
dlreckion of the first.

ERRLY ENTEY (TYPE 2) (EE?) - cCharacterized by an sxcsssively
large renge in the first five-minubte peried (larger than
EEl) with a general drift in the direction of Ehe thrust the
rest of the dav. 2gein, open iz on the opposite extrems
from the close of the period,

FARLY ENTRY FATIORE (EEF)} - Affer Early try, =  logs of
momentizn and  subsegquent shlft  in momentum counter to bhe
direction of EE r¥esulting in = move back through the early
pztabiished extrems.

EEPANETON — The market action that occurs at the conclusion
of contraction and is characterized by (W3] davs or (WET)
days. Thizs action ususlly ds the beginning of the next
trend.

EXTEEME — Pivot top/bobtom oo bar chart. ‘[wo or more single
prints (tics) st high or low of developing or completed
daily profile chark.

FADE - A position takenh cpposite to the directlon of the
initizl move off the open on & given day. This 'is usually
considered when the initial move: off the open iz in the
opposite direction of the prevailing trond and  price
pattemns studies confirm the trend.

FRAME TRADERS (DAY TIME (DTFT) - Market participants who
intend te transact businesz in today's sesclon.  Mostly they
are local floor traders providing market liguidity.

FRAME TRADERS (OTHER TIME) (OTFT) - Market participants who
did not originally intend ‘to trade in today's session,
These Lraders opsrate wWithin a longer—term personal fime
frame,

CAP - ig a day in which the aaily' rangs iz completely gbove
or below the previous day's daily range. When wviewing
intraday charls a gsp may apréar an just @ higher or Iower
opan without sxceeding the provious days high or Iow.

GAP (REVERSAL) (RG) - The low of the last day is completely
above the preceding day's ackion with the clese roversing st
least two closings: with' a‘close ghove mid-range and the
open. This records a2 very strong  change in sentiment: a
deneral narrowing downtrend is required on a (RG) up and ths
opposite on & (32} deoun.
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GAP {PATTERN BG) = Similar to (RG) but the gep does not
have to ke sbove/below the pravious day's range: conly the
olos=,

BOOK (HEAR) - 1z a day in which the open is below the
provious day's Iow and the closze is above the previsus day's
cloge with a parkow range.

ROOK (BOLL) — is a day in which the open iz ghowe the
previcug day's high and the close iz belew the previous
day's clo=se with a narrow recags,

HYFODERMICS (HPD) - iz a deliberately forcad, fast mark-up
in price. The purposs of hypodermics is the stimmlation of
minformed buyving In order o fecilitate distribution.

LAST POINT OF SOPPLY (LPSY) — A narrowing low  wvolume price
renge (possibly 2 Bar NR) that ocours just prior to the
Ccommencament of 3 mark up phase. Enslogous to Springboarcd.
LAST POINT OF SOFPORT {ILPS) - A narrow, low volume prics
range  (poesibly 2 Bar NR) that occurs just prior to the
commencement of 3 park us phase. The markel iz =zaid to be
in equilibrivm at this momeat,

MARRKET - iz any argznized exchange where buyers =nd seliers
can-meet  to o cschange thelr good, in this case futures
contracts.

OPEM - 1s the first trade registered in the time period
under consideration.

OPENING RANGE DBREAROUT (OEB) - i= a trade with entry Eaken
at 3 predetermined amount sbove or below the opening range.
Wnen the predetermined amount (The Stretch) iz computed, a
buy—stop iz placed thet zmount above the high of the opsning
range and a sell stop le placed the ssme smount below the
low of the opening range. The first stop that is traded is
the position and an {CRE).

OHB PREFERENCE (ORBP) - The procedure 1s similar £o the
(ORB} But the only order ontsred iz the stop In the
directien of the entry. The protective stop Iz entered ooly
after’ the Trade has bsen entered. The exception to this fs
if the market trades to the stretch ‘in the oppo=zite
direction First; then the (ORE®) i3 nullified and the
resting order 15 cancelled.

FIVOT BOTTOM (PB) - i= & day in which the low iz below the
low of the preceding day and the low of the following day.
PIVOT TGP (PT) - iz a day in which the high is zbove the
high of the preceding day and the high of the following day.
FRELTMIMARY DEMAND (FD) - iz a high velums, wids spread  day
that ‘produces. a short-—lived rally in a mark down phase.
Thizs ooours sometime before the selllng climax and is the
first sign of demand.

FRELTMINARY SOFFLY (PS) - is a high volume, wide spread day
thet. produces a short-lived reaction in a mark up phase.
Thiz opocurs sometime before the baying climax and is the
fFirst sign of supply.

FRICE TMBATANCE — A disproporbtionate amount of product on
cae =ide of the markes.

PRICE MOVEMENT - results from an  imbalance between
sUnply demand.

RALLY - is & short-term advence in the price.
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BANCE (DATLY) (DR} - is the differcnce beiween the high =nd
low of a givan day.

RANGE (MID) (MR) - 1z the =xact mid-point between the high
and low of a given day.

FANGE (MARROW) (MNR) - is Lhe smaller fAaily range relative to
the provious day.

MBd - is 2 daily range that is narrower than the previons
three days compared individually bo the day in uestion.
NRT - i= & daily range that iz harrower than the previous
=ix days compared individually to the dey in guestion.

2 BAR NR (ZEMR) - iz the narrowest range from high to low of
any two day pericd relative to any bwo day period within the
presrions twenbty days.

3 BAR NR (¥BNR) - is the narrcwest rangs from high to low of
any three day pericd relative to any three dey period within
the provicus twanky days.

4 BAR NH {4BNR) is the narrowest range from high to low  of
ary four day period relative to any four day pericd within
the previous thirty days.

8 BAR NR (BEMR) - is the narrowest renge Zrom high to low of
any eight day period relative to any eight day period within
the previous forty 4days.

OPENING RAMGE (CR) - is the first thirty seconds of trsde of
cach trading day.

PIONEER RANGE — The first oolumn in the prefile graphic
astablishing initial balance. Mors accurately, tha range of
Fhe first hour of trading in any commodity other than Stock
Trdmwes, whers the range from open fo 1:30 is considered Lhe
pilonctl range.

BANGE (WIDE SPREAD) (WS) - is an incressed dally range
relative to the previcus day.

BANCE EXTENSION - When the initial belance arca (pioneer
reng=) is disturbed ky other time frame traders. Or when
price moves put of Lhe pionecr range in elther directicn.
REACTION - is =2 short-term decline in the price.

RESISTANCE (R) - is opposition to advencing nrices caussd bBY
an inoreass in avallable supply.

REVERSAL (FOOR DAY CLOSE) (4DCR) - After [our closes in
close proximity to esch other a (WS) day occurs with a close
above/below the previcus four closas. Close of (WS]  should
be sbavebelow opening and (MR).

EEVERSAL (THREE DAY CLOSE) (3DCR) - the close is abovebelow
the previous three days. The high/low is above/below thea
pravious three  days. Toe 1w/ high iz abowve/below  Lhe
tow/nigh of &he last three days. The close iz above/below
the open and mid-range with a3 (W=} bigger than the average
of the last thres davs.

FEVERSAT, (THREE DAY HIGH) (3THR) - Thres narcow range deys
are followed by = wide sproad day  closing sbove/elow  the
hish/igw of the three day pericd. Closs must ke ghowe
mpening and mid-range for the day.

SIAREOT ~ is = Seliberately forced price reachbion  whose
putrpose is that of stimulating public s=lling in order to
farilitate the accumulaticn of speculabive positions.

[
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SHOW OF STREMGTH (SOS) - A decisive rally after a secondary

test of fthe low, baking Lhe market =bove the high of the
rutomatic relly. Accompenied by higher wolhme than the
previous rallies sid the secondary test.
SHOW OF WEAENESS (SOW)] - 2 decisive bresk after a secondacy
tast of the high, taking the market below the 1low opf the
Automatic PResction. Usuglly accompanisd by higher volume
than previous =sellnffs and the secondzry test.
SFRING (SP) — occurs when price moves helow a pivets bottom
and = wide spresd reversal ensucs as follows:

(1} ™o previons Closes are reverszed

[Z) Close iz above pivot bottom

(3) Cloge is above oponing and mid-range

(4) Deily range is greater than the previous

day s range

SPRINGBOARD - is a condition in the price movemant of =
maRrkef.  That . has completed preparation and has besn brought
t0 a point whare the market may move intoc a mark up or mark
down . pericd. A springbeard can ke recognized by the
mnsually marrow trade relative to the previous day's
action.
STEFFING DOWN - Tn a downbrend when the markst holds similar
sloping angles of resistance off of auccessively lowsr pi-mt
tope - within the ‘trend. . Gemerally, this indicates an
accelaratlion of the axizting ftrepnd.
STEFPING UF — in an upirend when the market helds similar
sloping anglcs of suoport off of succesgively higher pivot
bottoms within the trend. Generally, thls indicetee =n
acoelerakion of the existing trend.
STRETCH - iz determined by locking at the previous ten days
and mveraging the sum of the differences bebtwesn the ogzen
for each day znd the clossst extrome to the open.
SOPPLY - Product (Futures contracts specificaliy) existing
to =211 in the market.
SUPPORT (S} - is opposition to declining prices caussd by an
ipcrazszs in zvailable demand.

TATL — A price period with the bulk of the trede ang  olose
for the period on one extreme with wery 1ittle trade on the
olHer ‘extremnc. ynonymous  with Spike; sometimes  forming

Dpthrusts/Springs. Tt is the predecossor  of  most major
reyersals.

TATL, (TOP OR BOTTOM) (TT or BT) - The market closez higher
for three days in the top part of the trading range.
TERMINAT, SHAHEOUT - 2 congestion arez t2king place zbove and
in' the vicinity of an important piwvot top that ends with
Spring-type actick. The result is an extensive aroa of
aceumiiation with long-term billish implicaticns.

TERMIMNAT, OPTHRUST - & congostion area taking places: above and
in the wvicinity of an importent pivob top that ende with
pthrask-tye action., The result is an sxkensive ares of
dlstributiog with long-term bearish implications.

THRUST - 1s a comparison betwsen the price difference of
succespively - lower pivob hobtoms. A reductlon in the
difference  between pivot bottoms shows a momentum loss.  An
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increase in the differsnce with each lower hottom shows &
momentum  increase. The same  apnalysis can  be applied to
successively higher pivol tops.
UFTHROST (UT) - occurs when price moves sbove a3 pives top
and a wide spread reverzal ensues as follows:

(1)  Two previous closes arp roversed

(Z) Close is below pivot top

(3 Close io below opening zd mid-range

A4) Deily range iz greater -than  the- orevions

dayls randge.
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