The Symmetry Wave Trading Method




GRAGHED TRADING SOFTUIRRE

70+ DVD’s FOR SALE & EXCHANGE

www.traders-software.com

www.forex-warez.com

www.trading-software-collection.com

www.tradestation-download-free.com

Contacts

andreybbrv@gmail.com
andreybbrv@yandex.ru
Skype: andreybbrv



http://www.traders-software.com/
http://www.forex-warez.com/
http://www.trading-software-collection.com/
http://www.tradestation-download-free.com/
mailto:andreybbrv@gmail.com
mailto:andreybbrv@yandex.ru

* THE SYMMETRY WAVE
| TRADING METHOD

by Michael Gur

' 199 3

TUIAN G e

ST
fr

TR
e

_——— —————

- ..Windsor Books * Brightwaters, New York - -




RACE FF9946% [

Copyright 1993 by Michael Gur
All rights reserved.
May not be reproduced in any form without the
permission of the publishers,

Published by Windsor Books
P.O. Box 280
Brightwaters, N.Y. 11718

Manufactured in the United States of America

ISBN 0-930233-54-9

IMPORTANT NOTICE - PATENT PENDING

The technique for utilizing the Symmetry Wave concept, and
underlying materials as disclosed herein, is the subject of a pending
patent application. Such patent rights will be strictly enforced
against violators.

CAVEAT: It should be noted that alt commadity trades, patterns, charts, systems, elc., discussed in this book are for illustrative purposes onfy
and are not tn be consteued as specific advisory recommendations. Further note that no methed of trading or investing is foolproof or without
difficulty, and past performance is no guarantee of future performance. All ideas and material presented are entirely those of the author and
_ do not necessarily reflect those of the publisher or bookseller.

ACKNOWLEDGMENT

| thank Beloved who inspired me to do this work. | thank Phoebe Trimmer for doing
editing and typing work often on an emergency basis. | also thank the editors at Windsor Books
for their constant support in helping me to improve this book. Special thanks to my friends Otto
A. Stark, Frank Mclain, Susan Multon and Elizabeth St. Louis, for their positive outlook and
support.




FOREWQRD
INTRODUCTION

SECTION 1

Chapter 1
Chapter 2
SECTION 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7
SECTION 3
Chapter 8
Chapter 9
Chapter 10

Chapter 11

TABLE OF CONTENTS

LAYING THE GROUNDWORK FOR THE
SYMMETRY WAVE TRADING METHOD

The Importance of Having A Perspective w.......co.ocooecvoveoeeeceseeeeseen, 1
Why the Elliont Wave Theory Does NOUWOTK .........ooo.oomeeeeee e 11
SYMMETRY WAVE — THE METHOD ITSELF

Rules for the Symmetry Wave Method .o..voeeivcieceeeeeeeeeenn 23

Trend and Trend ReVErSal ....co..veeovvie v, A1
Trading Using the Symmetry Wave Method ..................ccocoenveienn 53
Subdividing Retracement Waves and Labeling Them .......cccoovvevven. . 71
Profit Targets, Protective Stops and Money Management ...................... 81
RELATED SYMMETRY WAVE TOPICS

DAy Trading ..ottt et 103

Fibonacci Ratios 133

Psycholagy of Trading and General Observations




FOREWORD

Trading the stock or futures markets is more complex than most traders realize. Trading is
avast perspective made up of chart interpretation, entry methods, exit methods, protective stops,
money management, diversification, and psychology. Each of these subjects requires the
development of a perspective. The total sum of these microperspectives make up the
macroperspective that we call trading.

In this book, the Symmetry Wave Method is introduced as a means to organize a market and
1o rally around it all other elements of trading. Following is an outline to help you get a general
idea of what's contained herein.

BROAD SUBJECT: Symmetry Wave Method™

WHAT IT DOES: Organizes charts.
Analyzes markets.
Creates a new perspective,
Becomes a trading tool.
Singles out the major trend.

THE WAY IT WORKS: Singles out waves.
Organizes waves into two calegories
~ trend waves and retracement wavces.
Subdivides retracement wavcs.

THE GAP IT FILLS: The first new method since the Elliott Wave Theory to crganize
markets; it removes many of the loophaoles the Elliott Wave Theory
cannotexplain. The Symmetry Wave Method is a complete system
which organizes and analyzes all markets; it is objective and goes
far beyond idle, and often untradeable, theory.

OTHER TOOLS NECESSARY FOR SUCCESS:
The method of entry.
The method of exit. L
The method of protecting a position.
Money management.

Diversification.
" Psychology plays its part.




INTRODUCTION

There have been many books written on the stock and futures markets, trading methods, and
analysis. Most of them are like an encyclopedia of various ideas and tools currently inuse. Ofien
someone comes along and repackages the same material under hisfher own name. From my
perspective, there has notbeen any viable new idea that realistically organizes and clarifies how
markets work in filty years. For example, when the Market Profite™ method of charting price
fluctuations came onto the scene, many people went head over heels for it. An acquaintance
of mine had attended a Market Profile™ seminar and was telling me that this was itand | should
attend myself, Atthattime | was very involved analyzing five-minute bar charts of the Standard
& Poor’s 500 (as well as Treasury Bond charts). It took me just about a day to determine that
Market Profile™ did not reveal anything more about market behavior than five-minute bar charts
do. As had happened in my five-minute bar chart analysis, Market Profile™ found something
that worked for a few months, only to be followed by a dismal trading period. In my mind that
invalidated the Market Profile™ theory. A relatively recent craze has been candlestick charts.
Here again, there is no consistent pattern which lasts long enough to be profitable.

You see, 've found that fundamental market behavior changes approximately every five
months or so. This renders even a good mechanical system profitable for only a short time,
followed by a non-profitable period and an overall flat performance. The reason for this is that
indicators and charting techniques do not have intelligence or powers of discrimination. They
merely mimic behavior up and down on horizontal axes; providing not much better than random
<hance for finding winning trades. Indicators do not and cannot distinguish between a sideways
or trending market, nor do they provide a perspective as to how markets organize themselves,

The bestamechanical system can dois to provide a slight edge. Thatslight edge has proven
ample enough for a number of capable stock and futures fund managers, providing -—to the very
best advisors — approximately a 20% average annualized return. For institutions, this is an
excellent return on investment, making futures trading a viable investment field for banks,
insurance companies, corporations and pension funds, In fact, managed money in the futures
industry has grown in the past eight years from less than one billion dolfars to well over twelve
biltion, with money pouring in at a rapid pace.

However, for many individual traders, having only a slight edge just doesn't cut it. Sweating
out drawdowns that may last up to 18 months 1o achieve — if you're lucky — a five-year 20%
annualized return is not only unacceptable, but for many, mentally notendurable. That's where _
Symmetry Wave enters the picture. It's a trading method capable of providing much more than
“a slight edge” and targets returns substantiatly above those of the best funds.

Overthepast 70 years there have been just a handful of original ideas that have gained respect




in their attempts to organize and analyze markets and to increase knowledge as to how markets
actually work. The most prominent approaches to date have come from W, D, Gann, the Dow
Theory, and the £lliolt Wave Theory. Each approach endeavored (o organize the markets, yet
for the vast majority of tracers, these concepts remain untradeable in real-time. For example,
it is now widely recognized that the Elliott Wave Theory is based on hindsight rather than
foresight, obviously calling its tradeability into question.

The Symmetry Wave Method reveals what | consider to be the single most powerful way to
first organize, then analyze, then profitably trade the markets, It provides a unique insight into
price action and the overall structure of developing trends.

Youwillnotfind lengthy discussion and narrations in this book. The Symmetry Wave Method
is presented in a direct and simple manner, accempanied by pertinent observations that have
come from uncountable hours of research and trading, propelled by a passion to understand how
markets organize themselves,

SECTION 1

Laying The Groundwork For The
Symmetry Wave Trading Method




[

CHAPTER ONE

The Importance Of Having
A Perspective

Whether it is someone who likes to establish a position in a market and keep it for several
months, or someone who prefers to get in a market and exit within a few minutes, the framework
of a perspective is essential for success, The object behind millions of hours of research by
thousands of people has been to come up with a perspective through which they could eamn
money trading the markets. However, due to the complexity of the markets, it's been nearly
impossible to come up with one successful perspective,

With the vast multitude of chart patterns, and varying magnitudes of price moves, itisunlikely

.that a single perspective can be found that will master all the possible complex patterns. For

example, no single indicator can decipher between a slow-trending market, fast-trending
market, and sideways market. Not even a combination of indicators can accomplish such a
complex task. While it is possible to construct an indicator to take advantage of one specific
pattern, that same indicator will perform miserably during incompatible patterns.

To emphasize how even a simple image can have several perspectives locked into it, here
are a few illustrations. Each picture simultaneously contains two images or patterns. The first
picture contains a rabbit and a duck, and the second picture contains a goblet and two faces
looking at each other. : :
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The following geometric pattern, a more complex image, can be seen as being made up of
patterns arranged in different ways,

&

It is possible 10 see the above pattern as being made up of several flowerlike patterns, or

. . it could be viewed as many hexagons arranged in horizontal rows, or . .,

... it could be viewed as hexagons arranged in diagonal rows.

All of the above perspectives are correct, yet the mind can only focus on one pattern at a time.

You may have heard that trading is an art and not a science. Art is a subjective experience.
If an art expert and you were to look at the same masterpiece, the art expert would see thoughts,
feelings, imagery and perspective that you had not considered. This leads us to two very
important observations. First, a chart is an image and contains many perspectives. Your
perspective, or how you interpret a chart, will depend on your intentions. People interpret the
same chartdifferently. Second, itis only possible to see one pattern or perspective alatime. Your
mind may move very quickly between two perspectives but can only see one perspective at a
time,

If you see two different possibilities as to how a market could progress, even if the difference
is slight, it will lead to confusion and lack of confidence. Furthermore, since your attention and
mind can only focus on one perspective at a time, in order to develop consistency and
confidence, you should choose one of the following: to trade with or against the trend; 1o trade
long-term or short-lerm; to trade a sideways market or a trending market. By switching between
perspectives you canrationalize going both with and against atrend every trading day of the year,
One idea, one perspective, one style of trading (plus consistency) lead to clarity and success.
Compromise leads to confusion and confusion eads to chaos; therefore, itis necessary to choose
a perspective to trade with, and ignore that which does not fit the perspective you have chosen.

In order to build a perspective, it is essential to reduce charts to their simpler components.
A chartis a complex structure made up of price fluctuations. These price fluctuations are termed
waves, and they come in many sizes. See lllustrations 1-1 and 1-2,

Later, in Chapter Three, we will demonstrate how organizing waves into the Symmetry Wave
perspective helps make it easier to understand how markets function. Also, note in tHustration

1-2 that waves are made clearer by drawing lines through them.




The combination of small waves makes up a bigger wave {see lllustration 1-3) and a
combination of al! of the small and big waves makes a chart, To many readers, this is
rudimentary; however, the awareness of the complex nature of waves will determine ihe proper
organization of waves, entry price, protective stop, and profit targets.

lllustration 1-1

This entire large
_ —m i
wave is made u
. . . ) of 13 waves.
é - . : : FJ m ‘ 7 @ {551 g T, ’ 1Hustration 1-3
L= :g‘l‘gh ) ) : ) ] . A S— A —

Each wave ata higher degree is a macrocosm that has a microcosm within it. Whatis asingle
wave at the monthly chart level Is an entire chart at the daily level. In the same light, a single
wave at the daily level is an entire chart at the fifteen-minute level. This progression continues
down to a one-minute level. The last six bars on the monthly Dow ones Industrial Index chart
A {Hlustration 1-4), which is only one upwave, covers an entire chart made up of many complex

waves at the daily Dow Jones Industrial Index level {I[Hustration 1-5). lllustration 1-6 is an
123000 S&P 500 chart made up of three-minute bars. This entire chart represents the complex price
fluctuation of only one daily bar.
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As can be seen from the preceding examples, there would be too many waves to organize
and to label if all price fluctuations were to be taken into account. Therefore, to organize the
charts without having  count all price fluctuations, it Pays o establish a minimum wavce size
that should be considered for possible wave count. To mathematically identify a wave size, we
will use the ten-day average true range (ATR). ATR is defined as the greater of the following
calculations.

A. Today’s high minus today’s low.
B. Today’s high minus yesterday’s close.
C. Today's low minus yesterday's close.

On page nine is the tabular listing for the Gold chart which is in Hustration 1-7. The tabular
listing starts from the cursor on the Gold chart which is on January 18, 1991, We will use these
figures to illustrate how to calculate ATR for the past ten days. The absolute value is used in
calculations because of the possible negative values.

At the closing of January 21, 1991, this is the calculation you would perform:

High $383.9 minus low $381.0=%29
High $383.9 minus yesterday’s close  $378.1 = $5.8
Low $381.0 minus yesterday's close  $378.1 = $2.9

Since the largest true range (TR) is $5.8, this figure goes to the TR column. Then you add
today’s TR to the past nine days’ TR. By dividing this total figure by ten, you get a ten-day ATR.
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DATE

o1/18/91
012191
01/22/91
01/23/91
01/24/91
0125491
01/28/91
0172991
01/30/91
0173191
0210151
02/04/91
02/05/91
02/06/91
02/07/91
02/08/91
021191
02/12/91
02/13/91
02/14/91
02/15/91
02/18/91
02/19/91
02/20/91
02/21/91
02/22/91
02/25/91
02/26/91
0212791
02/28/91
03/01/91
03/04/91
03/05/91
03/06/91
03/07/1
03/08/91

OPEN

382.0
381.5
385.0
381.0
379.3
377.0
377.8
381.0
370.0
3715
3715
369.5
369.3
364.0
366.5
371.0
3709
366.0
370.0
369.5
366.0
Holiday
364.7
366.3
363.3
361.3
359.2
361.3
362.0
365.3
368.8
367.2
3657
3657
3613
3683

Daily April Gold Prices for 1991 Futures

HIGH

382.8
3839
3855
383.5
379.5
3805
3817
3817
3717
3720
3128
3720
370.4
367.0
37124
3737

- 3713

3722
370.8
371.8
368.5

367.4
367.6
366.6
3620
361.4
3629
364.0
370.3
369.9
370.0
367.8
3o
369.3°
3728

LOW

374.0
381.0
383.0
381.0
3745
3770
3775
378.6
367.8
368.3
366.5
369.5
368.7
363.0
366.2
370.6
3685
365.1
368.8
3692
365.6

362.5
365.0
363.1
3570
3587
359.7
361.1
364.5
367.3
3667
3655
365.2
3670
368.3

CLOSE TR

378.1
382.6
3333
382.0
376.6
3792
380.2
379.5
3715
le8.5
3687
MNe
368.9
365.2
370.0
3724
369.1
3703
369.5
370.2
366.1

366.1
366.1
364.1
368.3
360.8
360.2
633
369.0
368.6
369.5
366.3
367.5
368.5
371.2

$5.80
290
2.50
7.50
3.00
4.20
3.10
11.70
3.70
6.30
3.30
290
590
7.20
3.70

TenDay Ten Day

Total

$51.60
49,10
49.10
52.50
52.20
52.00

ATR

$5.16
4.9
491
5.25
522
5.20




To further help us creale a perspective and to interpret the charts, we will create four
classificalions of wave size. The definitionsbelow are created, not so that one sticks 16 scientific
interpretation of the above numbers but in order to have a common ground for communication.
We will communicate more through ilfustration than the written word. Below are examples of
different-sized waves. See lllustration 1-8.

A 1.0to 2.0 ATR is a miniwave,

B.) 2.1t 3.0ATR s asmall wave.
CJ)  3.110 4.0 ATR is a medium wave.
D.) 4.1 and greater ATR is a big wave.

ftis natour intention to calculate ATR all the time. 1tis not necessary. We are initially using
ATR to mathematically iilustrate wave sizes. Once the idea is grasped, then convert it to an ar
by visually seeing different-sized waves.

ERET) -SHI_DALLY pen
O=

§ 1591 CO6 NG,

L= &
[
Am B

{C} Copyright 199% CUG INC. Hustration 1-8

Chapter Summary
One’s knowledge, beliefs and intentions create a perspective. This perspective ges far to

help or hinder one’s ability to interpret or analyze a chart. By understanding how waves interact,
it will be possible to organize the waves into a logical order.
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CHAPTER TWO

Why The Elliott Wave Theory
Does Not Work

Traders such as R, N, Elliott, W. D. Gann and Dr. L. Andrew, who are believed to have made
millions of dolars trading the markets, acquired their unique perspectives after persistent
analysis of the markets for many years. Subsequently, they developed tools to crystallize their
perspectives (i.e., Elliott Wave Theory, Gann Lines and Andrews Meridian Line). Markets were
their ruling passion, and each, after many years of research, acquired a unique understanding
of market behavior. Therefore, to take their trading tools and to use them without their
accompanying perspective of the markets often leads to frustration.

Simple proof thal perspective has to precede any trading tool is in the fact that people who
have used Gann Lines, the Andrews Meridian Line and the Elliott Wave Theory disagree as to
the validity of these methods. We all have a different perception. Therefore what happens
around a Gann Line, an Andrew Line or the Elliott Wave Theory is accordingly interpreted
differently.

With experience comes what psychologists have termed the “ahaa” experience — a
breakthrough in perception. Relating this to stock or futures charts, iLis an experience that comes
about when a chart makes greater sense. Creating a clearer understanding of market behavior
is an objective of the Symmetry Wave Method.

Of all the tools available for analyzing a market, only the Symmetry Wave Method and the
Efliott Wave Theory attempt to organize the markets. These two methods appear to be similar,
yet they are drastically different in their objectivity and ability to organize a market, orto function
as a trading tool. 1n this chapter the weaknesses of the Elliott Wave Theory will be explored. In
Chapter 3, the Symmetry Wave Method will be explained in detail.

The Elliott Wave Theory states that a bull market fits into five wave patterns, three up and twa
intervening down waves. The five-wave-up pattern, then, is to be followed by a three-wave-
down pattern, Therefore, the entire pattern is an eight-wave cycle (see ({lustration 2-1).

"




lustration 2-1

The weakness of the Elliott Wave Theory lies in its rigid rule of five up waves and three down
waves. Due to the faci that markets have their own agendas and more often than not refuse to
fitthe five-up-and-three-down rule, the Elliott Wave Theory has complex rules. This complexity
causes inconsistency in wave count, hindsight adjustments, matching of unrelated magnitudes
of waves, and complex wave extension. This isa problem of trying to fit a market into the Elliott
Wave Theory.

There is no God-given rule thal says a market has to develop in five waves and the correction
hastobe in three waves. When expectations are set the tendency is to ignore a wave, or to group
a wave 50 as lo make the wave count fit one’s expectation.

Because the Elliott Wave Theory has major inadequacies, four specific weaknesses manifest
themselves in real time wrading.

1. Wave counts are complex and the variations of a wave count abound, leaving a trader
with lack of confidence.

2. Justas indicators can be curve-fitto price data based on hindsight, so can the Elliott Wave
Counts be curve-fit to charts based on hindsight.

3. Of itself, the Elliott Wave Theory does not anticipate support and resistance prices.
Therefore, it is not a trading tool in and of itself but a fair tool for organizing a market.

4. Waves are skipped 10 make the market fit the Ellictt Wave Theory.

Several illustrations follow to reinforce the above observations.
) The Elliott wave count of the Dow Jones Industrial Average (Illustration 2-2) ispresented here
in the same manner as that used by the top Elliott Wave analysts.

111 (1)
(&)

C ) !
(a) Tustration 2-2

DJIA Weekly Chart. Elliott Wave Count. Version 1.

1. Notice the (a) (b) (c) (d} (e) set of counts, and explore the lack of balance.

a. Between the counts (a} to (e) there are eight waves that are unaccounted for. This often
has to be done to fit a market to the Elliott Wave Theory.

b. Wave (e)is half the size of wave (¢). If any wave can be ignored or matched randomly
with another wave, there cannot be any foresight validity Lo the theory or method of
analysis.

2. Retracement wave b at the end of the chart is higher than wave (1).

a. !sthe “b” wave an extension wave?

b. Isita retracement wave?

€. How far should we anticipate wave (2) to go down?

Because the Elliott Wave Theory lacks objectivity, it cannot answer these questions
except with hindsight.

This second version of the Elliott Wave Count {llustration 2-3) is substantially different, but
also anticipates that this market will unfold differently. There are too many if’s and maybes. If
this happens, .then.maybe that, or if that happens, then expect this. There is no concrete
commitment. The market is either going up or down. A trading tool should anticipate not only
the direction of the next move with better than 50% accuracy (after all, flipping a coin will give
you 50% accuracy), but also it should anticipate an entry price with a favorable profit-to-risk
ratio, preferably at least 2 to 1.




{(B)

V)
()

{(A)) Ilustration 2-3

A

DJIA Weekly Chart. Elliott Wave Count. Version 2. 2/5/90

As mentioned earlier, the Elliott Wave Theory has alternative counts which add to the
insecurity as to which stage of development a market is in. The chart in llustration 2-2is
confusing; it leaves too much unknown. Addtothis an alternative count, IHlustration 2-3, which
is completely different, and one’s sense of security and conflidence in the Elliott Wave Theory
goes down,

Hlustration 2-4 is a continuation of version one of the Elliot Wave Count from Illustration 2-
2. Asthe DIIA weekly chart continues to unfold eight weeks later, the counting of Elliott Wave
version one changes drastically.

The inconsistencies of this version of counting waves are as follows: -

1. Waves II, 2, and 2 are similar in size, vet each one is assigned a different wave count,
Wave 4 is half the size of wave 2.

Wave IV is twice the size of wave II.

Wave 4 is half the size of wave 2.

Between wave (2) and wave (3), there were innumerable waves that could have been
wave (3). .

Again, waves seem to be randomly matched in order to curve-fit a theory to markets.
2. With the exception of one wave, every wave count has changed, proving that as the

epow

market was unfolding previous counts did not hald up,and.the current count.does not have -

validity in real time trading.

{3

(a

© @y Nlustration 2-4

DJIA Weeldy Chart. Elliott Wave Count. Version 1. 2/2/90

The next few charts that have Elliott Wave Counts are by a different Elliott Wave Theor
expert. (The charts are from CQG. CQG provides data feed and various trading tools for client:
use. CQG in no way judges the merits of this or any analysis in this book.)

The next two Deutsche Mark weekly charts illustrate how the Elliott Wave count change:
after only two months. Again, this indicates that the previous Elliott Wave count did not hav
much validity (see llustration 2-5A and 2-58).
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The weekly Swiss Franc and weekly Dow Jones charts (IHustration 2-8A and 2-88) illustrate
how the Elliott Wave Theory, in order to fit a market Lo its theory, skips waves randomly. The

waves that have been skipped are marked by X.
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In the daily T-Bands chart {illustration 2-9), wave 4, circled 10 highlight it, is being matchec
by wave 2, also circled. When any wave can be matched by any other, there cannot be am
objectivity or foresight. It atl becomes puesswork. Wave 4 is twice the size of wave 2. i ther
is no rational order, how will one know which waves to match up, or how will one know the
expected magnitude of a wave? Another example of this problem is demonstrated on the S&I
500 daily chart (IHustration 2-10). Wave 4, lined and marked, is twice the size of wave 2.
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I am grateful 1o Mr. Elliott for his theory, Perhaps without his ohservations, at the turn of the
century, the Symmetry Wave Method may not have come into being, and it would not be
possible to share this new method. tfeel it was important to share examples of the Elliatt Wave
Theory so that it will be easier to understand the differences between the two theories, Another
benefit you will gain from the comparison of the two thegries is a conscious awareness of where
the Elliott Wave Theory has its weaknesses and how the Symmietry Wave Method will overcome
these shortcomings. The comparison of the two methods may also bring greater awareness of

the difficulties which markets present to a trader.

Distinction Between The Symmetry Wave Method and Elliott Wave Theory

Symmetry Wave Method

+ Groups same magnitude waves
together.

« Builds perspective.

»  Symmetry provides for accurate
anticipation of where a retracement
will end.

¢ Does not rearrange wave count except
after a trend reversal (explained in

Chapter Four).

* Usually has only one scenario for
market development.

¢ Has simpler rules for counting waves,
= Allows for objective trading. Rules
are precise so all traders will count

waves the same way.

* Lets the market decide how many trend
waves or retracement waves there will be.

» For uptrend and downtrend, uses same
methed of counting waves.

* Has specific rules for trend and
trend reversal.
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Elliott Wave Theory

* Groups different size waves together.

*+ s an inadequate perspective builder.

* Does not provide for anticipation
of retracement.

* Rearranges wave count often.

* Usually has several scenarios for
market development.

« Has complex and interchangeable rules
for counting waves.

= s subjective, with variations in the
wave count. Different traders
interpret or label waves differently.

* Tries to fit all waves into five trend
waves and three retracement waves.

* Uses complex numerical count for
trend waves and complex alpha-
betical count for down-trend.

+ Has no specific rules for trend or
trend reversal. | |

Symmetry Wave Method (cont’d.)

s Organizes the markets, and
is a specific rading tool.

* Accounts for all waves.

« |ssimple and well defined, with
fess room for errars.

Elliott Wave Theory (cont’d.)

Does not generate specinc trades.

* Skips waves.

+ Istoo complex, leading to errors in
judgmient.




SECTION 2

SYMMETRY WAVE
The Method Itself




CHAPTER THREE

Rules For
The Symmetry Wave Method

Symmetry Wave may initially appear to be somewhatdifficult, so it is important that you read
the next three chapters carefully as they tend to clarify each other and make the overall concept
quite understandable. _

The Symmetry Wave Method is a system of rules for interpreting price fluctuations in stocks,
stock averages, and futures markets, and itis a perspective builder. The method is both general
and precise in its nature. In a general sense it helps us to understand overall market behavior.
In its precision, the method not only. predicts trend reversals, but often generates buy and sell
signals with pinpoint accuracy.

Everything in natre has a repetitive pattern and a cycle. Without repetitive patterns,
chemistry and physics would not be possible. Cycles abound in our lives, i.e,, night and day,
heat and cold, birth and death.

In stock and futures markets, an up move in price is followed by a down move. This cycle
is repeated in different magnitudes and manifests itself as waves on charts. The magnitude of
these waves establishes patterns.

The Symmetry Wave Method singles out retracement waves of similar magnitude and groups
them under the same hierarchy. The above rule is the essence of the Symmetry Wave Method.
This one simple rule organizes the stock and futures markets, eliminates guessing wave counts,
lets the market reveal its own intentions rather than fitting the markets to a theory, establishes
a clear perspective, and reveals trend and trend reversals. It is a trading tool, and it foliows the
markets’ own rhythms. This method lets a market unfold any way it wishes. A trend may develop
in five, seven, nine, or eleven waves. It is irrelevant how many waves there are. Our concern
is to match waves that have the same magnitude and to trade off of them.

NOTE: When following the examples given in this baok, it will be important for you to refer
- to the illustrations often and properly foliow the wave identifications. For example, we will be
referring to wave 2 being matched by wave 4 and subsequently wave (2) being matched b y wave
(4). Therefore, to get the gist of what is being said, it is important to distinguish, for example,
between wave 4and wave (4). Also, mostexamples use uptrend, but all rules apply todowntrend
as well.
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Hustration 3-1 identifies each wave, and fllustration 3-2 shows proper labeling for this sct
of symmetrical waves during an uptrend. Hlustration 3-3 depicts a downtrend with proper wave
identification.

The American Heritage Dictionary defines symmetry as: “Beauty as a result of balance or
harmonious arrangement.” As the word “symmetry” implies, the Symmetry Wave Method is
the grouping of waves that are similar in size, thus creating a balanced way of monitoring the
unfolding of a market. Markets have a rhythm, and the Symmetry Wave Method defines the
balanced rhythm and counting of that rhythm,

Hlustration 3-1

Only one level of hierarchy

Mustration 3-2

lustration 3-3

7

THESE ARE THE RULES OF THE SYMMETRY WAVE METHOD:

Trend Wave and Retracement Wave

All price fluctuations fall into two categories: a price fluctuation, or wave with the trend, is
called a trend wave; and a price fluctuation against the major trend is called a retracement wave
(see llustration 3-4 through 3-6). Trend waves are always labeled with odd numbers, and
retracement waves are always numbered using even numbers. It is by contrasting the
retracement waves to the trend waves that we start te organize the markets and to build a
perspective.

. . oL ‘ o Hustration 3-4
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Major trend is the overall long-term direction of the market. In [Hustration 3-7 we used the
Dow jones weekly chart to give an idea of a long-term trend. In Chapter Four we will give an
explicit rule and examples on how the Symmetry Wave Method determines the majortrend. For
now, we wish to contrast the retracement wave 1o the trend waves. A trend is never straight up
orstraight down. There are intervening retracements that adjust for any excess in price and allow
the market 1o stabilize. A small retracement could be for only a few minutes, and a large
retracement could last for many months. This is an adjustment in time. The magnitude of a
retracement is the adjustment in price. THE SYMMETRY WAVE METHOD CONCENTRATES
ONTHEMAGNITUDE OF PRICE ADJUSTMENT, THE RETRACEMENT. THESIMPLICITY AND
ELEGANCE OF THIS METHOD 15 IN SINGLING OUT RETRACEMENT WAVES OF SIMILAR
MAGNITUDE AND GROUPING THEM UNDER THE SAME HEADING. The Symmetry Wave
Method only attempts to group retracement waves; it is not important to group trend waves, nor
does the method attempt to do so.
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Labeling of Waves

Among 50 many waves in a trend, the purpose of the Symmetry Wave Method is to lift out
the same size retracement waves and group them logether — to match apples to apples and
oranges to oranges.

Four levels of hierarchy, or grouping of similar-sized waves, is usually the most a trend will
develop. Therefore, four levels of hierarchy have been created. If a market develops in more
than faur sets of symmetrical waves, then more labels could be created as needed. All the labels
for the different sets of symmetrical waves are numerical. The bigger waves are labeled with the
higher hierarchical numbers, leve! one being the highest.

These are the labels to be used for grouping similar magnitudes of retracement waves:
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Level One {0, (n, (i, (v, (v, v, (VHD, VI, (IX), (X), (XD)
level Two I 1AV, VOV VL VL EX, X, X

Level Three (1), (2), (3), (4), (5}, (&), (7}, (8B}, (9), (1), (11}
Level Four 1,2,3,4,5,6,7,8,9, 10, 11

The grouping of waves and the heading under which a set of retracement waves are assigned
is relative to the other sets of symmetrical waves. The set of symmetrical waves in illustration
3-2 has been assigned 1, 2, 3, 4, 5, 6 and 7. They could have been assigned any of the other
labels to indicate that these waves are similar in magnitude. The important point is the proper
grouping of retracement waves and not the labels assigned to identify them.

As a market unfolds, waves will expand and subdivide causing reassignment of hiearchy, but
the grouping of the waves will remain the same. Using the same charts in Ulustrations 3-2 and
3-3, we will subdivide wave 3; this will compel us to assign the lowest hierarchy labels to the
newly created set of symmetrical waves. The second level hierarchy label is assigned to the
bigger set of symmetrical waves {see Hlustrations 3-8 and 3-9).

Symmetry Waves (5)

tilustration 3-8

i @

Symmetry Waves

(2)

Hlustration 3-9 )]

Waves of any degree in any series can be subdivided and re-subdivided into symmetrical
waves of lesser degree. in Hlustration 3-10A, an uptrend starts with a big retracement. In
anticipation of smaller sets of symmetrical waves developing, we assigned to the first retracement
hierarchy Level Three, whichis Fand Ii. Later the market develops a smaller retracement wave
(2), which then is followed by even a smaller retracement wave 2. At this juncture three sets of
different-sized symmetrical waves are developing., As the market unfolds, each set has a
corresponding. symmetrical wave (see lllustration 3-10B).
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Hlustration 3-10A

e A

Symmetry wave pattern with smaller symmelry wave patterns in between.

II

2

lustration 3-108

11 v

o)
3)

Justas markets can subdivide into smaller sets of symmetrical waves, conversely a market can
expand into bigger sets of symmetrical waves. As the char in tllustration 3-108 continued to
develop and the previous three sets of symmetrical waves were completed, the market expanded
into a bigger set of symmetrical waves (1), (I1) and (I11) (sce Hlustration 3-11),

) (1

\Y

2)

Nlustration 3-11
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In this section we are not trying to illustrate the proper labeling of the waves, but rather 1o
establish the proper way to group waves. Inthe next few illustrations we will not label the waves
using the Symmetry Wave Method. Note that waves that are grouped together do not have to
be exactly the same size, but they need to be similar in size. The rule that applies here is that
for two waves to be considered symmetrical, their magnitude must be within 20% of each other.
The next two examples illustrate how this rule can be misused.

Assume the first retracement wave in Illustration 3-12A is 40 points. According to the 20%
rule, if the next retracement is 32 points, we have symmetry between the first and second
retracement. Now, look what happens to the third retracement if we make it 20% bigger than
the first retracement (see tlustration 3-12B). This entire pattern, even though it is within the limits
of the 20% rule, is not symmetrical; therefore, we need to estab'ish more rules in order to make
the Symmetry Wave Method more scientific. To make itfully scientific, however, would require
too many rules. The key is building in enough structure 1o strike a balance between the art and
the science. The art aspect will be conveyed to you by numerous examples over the next few
chapters. However, on the next page are two more rules to help us group retracements more
scientificaily. Remember, the guiding scientific principle is to match the same magnitude of

- waves, while the art is to train your eyes to see the matching waves without calculating.
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32 Points

40 Points
lustration 3-12A

(3)

{ustration 3-13

First, a retracement wave cannot ga below a previous retracement wave and both be part of
the same group of retracement waves, Going back to tHustration 3-128, the third retracement
is below the second retracement; thus, these two retracements cannot be grouped together.
Hlustration 3-13 demonstrates the proper wave count. Second, the 20% rule is calculated from
the original wave (wave numbertwo) that the symmetry wave count starts from. Otherwise, there
waould be ever shrinking or expanding waves which would destroy symmetry. To further clarify
the 20% rule, two more examples will be used. The second retracement is 20% smaller than
the first retracement, and the third retracement is 20% smaller than the second retracement. This
renders retracement three 35% smallerthan retracement one and makes these waves asymmetri-
cal (see lliustration 3-14).

Third relracement

Second retracement Third retracem

Second retracement

First retracement T
First retracement

Hlustration 3-14 iflustration 3-15

Conversely, the same problem would apply to expanding each subsequent wave’s magni-
tude by 20%. The third retracement ends up being 44% greater than the first retracement (see
iHustration 3-15). Again, the key is that a group of waves should be symmetrical to each other,

Hlustration 3-16 uses a weekly Deutsche Mark chart 1o further illustrate the proper grouping
of symmetry waves. All four levels of hierarchy are used in this chart. By using the Symmetry
Wave Method, the possibility of confusing different magnitudes of waves. such as |, I, i1, IV, and
Vwaveswith{1), (2),(3), (4), and (5)was eliminated. In mid-1989, wavesland Il were developed.
Following the rules of the Symmetry Wave Method, we can expect a wave IV that would match
wave |l in magnitude. This knowledge helps us keep the proper wave count and keeps us with
the major up-trend. Between waves H and 1V, there were several sets of smaller symmetrical
waves.




llustration 3-17, the daily bar chart of U.S. Treasury Bonds, starts an uptrend late in
= “September of 1990. The first retracement, wave 2, is approximately 96 points in size; therefore,
2 § S § as the market develops, expect a symmetrical retracement wave 4 which will match wave 2. The
'3} i . .
W © 0 n smaller set of five waves (1, 2, 3, 4, 5) is followed by a larger retracement wave (2), and now we
I I A L S '5 Y can expecl a retracement wave (4) that will match in magnitude the retracement wave {2).
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Hlustration 3-18

MNustration 3-19

— - —5— _ = = -

During failure waves it is important to look at the entire size of a wave and not to measure
the magnitude of a retracement from where the faflure wave ended (see lllustrations 3-20 and
3-21).
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Farure wave ended here

-

Measurc retracement from
the highest point

Ilustration 3-20

Retracement wave (2}

[ Sosoat (C) Copyright 1991 Cag IAC. - ustration 3-21
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No Matching Symmetry Wave

A smaller set of symmetrical waves is always found inside a bigger set of waves, as seen in
previous illustrations. {llustration 3-22 depicts the wrong way of trying 1o group retracement

.waves. The two smaller retracements before and after the bigger retracement wave 4 cannotbe

grouped together. That is to say, there cannot be intervening bigger waves between a set of
smalter waves.
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N These two waves match, but
{4) they cannot be grouped
together because the bigger

wave (4} is in between.

Mustration 3-22

At times, during a trend, for a particular retracement wave there will be no matching
symmetry wave. In these situations, do not try to force the wave count. Rather, start a new set
of symmetry wave counts. With the Symmetry Wave Method we let the market decide what it
is doing. The process of following the unfolding of markets should be as natural as possible and
as least contrived by human imagination as possible.

If a wave does not have a corresponding symmetrical wave to create a symmetry and it is
followed by a retracement wave that fits into the next hierarchy of symmetry, then a new wave
count starts. For example, in Hllustration 3-23, the first retracement does not have a correspond-
ing symmetrical wave. Since the second retracement wave is in a different hierarchy, we start
a new wave count and wait for a symmetry. And in llustration 3-24, the second retracement
does not have a corresponding symmetrical retracement wave, and it is followed by a third
retracement that matches the first retracement. Therefore, the first and third retracements are
grouped together, and the second retracement does not have a corresponding symmetrical
retracement wave.

3

4
Third Retracement

2

Second
Retracement
Second Retracement

Z ..

First Retracement First Retracement

Hustration 3-23 S . Nustration 3_2%
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Sideways Market

When markets go sideways or consolidate, continue to count the symmetrical waves

separately rather than as a single wave. The correct counting is illustrated below (Hlustration 3-
25).

Hlustration 3-25

A unique part of the Symmetry Wave Methad is that during an uptrend as well as adowntrend,
the same system of wave counting is used. This makes for an easier and more accurate
organization of price fluctuations,
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CHAPTER FOUR

Trend and Trend Reversal

Even though the Symmetry Wave Method has precise rules, it is subject to subjective
interpretation. Analyzing charts with this method depends on practice and on experience. In
this chapter we will show numerous examples of the Symmetry Wave Method in use,

As with any method of trading or analysis, the Symmetry Wave Method has its limitations.
One of these limitations is that since a market can develop in five, seven, nine or even eleven
symmetrical waves, it is not possible to know in advance at which wave count the market will
end its trend.

Itis best to focus on trading with the trend for two reasons. First, if you are anticipating a trend
reversal or analyzing when to trade against the major trend, then you are not analyzing with the
major trend. Remember from Chapter One, the mind can only see one perspective at a time,
The mind is either interpreting waves to rationalize to go against a trend, or the mind is analyzing
the waves togo with the trend. Itcannotdo both at the same time. 1f itanalyzes inboth directions,
then this leads to compromise and compromise leads to confusion. Second, there is only one
day that a market makes the top, but there are many days to the lop, so statisticaHy it is best to
trade with a major trend. By trading with the major trend, the question of how many waves a
trend will have becomes relatively irrelevant. At all opportunities, trade with the major trend.

Since we do not know when a trend will top or bottom, we wait for the trend to confirm its
reversal.

HERE IS THE RULE TO DETERMINE THE TREND:

If the current retracement is bigger in magnitude than the previous largest hig retracement,
and if the market closes beyond the previous big retracement wave, then the trend has reversed.

In lustration 4-2, the trend has developed in seven waves. Subsequently the market goes
beyond retracement wave 6 to reverse its trend. The dash line indicates the price at which the

trend reverses from up to downtrend. Illustration 4-2 demonstrates the trend reversing from
down to up.




illusttation 4-2

Hlustration 4-1

The rule to determine the trend actually has three rules within it, and the next several
illustrations highlight each of these rules.

First, only big retracement waves are considered a major support or major resistance which,
when crossed, cause the trend to reverse. As defined in Chapter One, a big retracement is four
times the ten-day ATR. Thus, retracement waves that are smaller than four times the ten-day ATR
are not considered for calculating trend reversal, ie., waves 2, 4 and (2) in Hlustration 4-3 are
not big retracements and, therefore, are not considered a major support price.

(2) IT

IHustration 4-3

Second, the current retracement wave should exceed in size the previous retracement wave,
For example, if a trend had three major retracements that were 80, 90 and 85 points, then the
currentretracement has to be more than 90 points for a trend reversal to be in effect. In Hlustration
4-4, waves (2) and (4) are larger than waves 2 and 4; thus, the current retracement must exceed
in magnitude waves (2) and (4} to fulfill this rule of trend reversal.

€3) ' ’//‘\ y

Mustration 4-4




E.
The third rule is that the market needs to close beyond the previous big retracement wave.
Hlustration 4-5 uses a daily Deutsche Mark chart as an example. The retracement wave IV which
lasted from November of 1990 to January of 1991 is the latest major support price, and on March
8, 1991, the market closes below the retracement wave [V, thus effectively reversing the uptrend
to a downtrend, ﬁg — : e T .
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Because all wave counts start at the beginning of a new trend, it is of the utmost importance s T
to get a good grasp of when and where a new major trend begins in order to properly count e E e, I veetein] 4000
symmeiry waves. We will use several markets to illustrate trend reversal and the subsequent ; l :
proper counting of waves (and changing of labels). : : l ’ ;
illustration 4-6 uses a daily crude oil chart. On October 23, 1990, this market ends a big [ {
retracement which is bigger than previous retracements (see llustration 4-7). Subsequently, the o _
market rallies for six weeks and fails to make new highs, and after several weeks closes below ST !” ' 3000
‘the big retracement of October 23, 1990. Thus, the trend has effectively reversed to the down : ' I” !
side. lllustration 4-8 shows the proper new wave count with the downtrend. Wave I and Il are g : : ‘
foliowed by wave I, which has subdivided into a{1), (2), {3}, (4}, (5) wave count. The subsequent . ‘ Iamhh
short rally {wave V) balances wave Il. Downtrend wave V so far has two sets of symmetrical e L islihj LLL TR TR, YR :
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The weekly Swiss Franc chartin [llustration 4-9 continues te illustrate trend reversal. In May
of 1989, the Swiss Franc bottoms and starts its uptrend until February of 1991. During this period
the biggest retracements are wave Il and wave V. Thus, we need a retracementbigger than wave
itand IV, The price at which the trend will reverse is the bottom of wave V. A few weeks later
the Swiss Franc starts to tumble and closes below symmetry wave IV, The trend has reversed to
the down side (see Hlustration 4-10).
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inthe nextexample, we will use a weekly sugar chart{lllustration 4-11 A)to illustrate the trerd
reversal and the subsequent symmetry wave counts, Up until the end of April 1990, the trend

is up, and the Symmetry Wave Method is currently counting trend wave IX. Notice how each -

previous retracement wave is symmetrical in size, therefore making it easy to identify the proper
grouping and labeling,
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Mustration 4-118

This market is extremely overdeveloped, and since there rarely are nine or cleven waves,
especially of the magnitude of these retracement waves, we can expect a trend reversal. During
the cigiteen-month uptrend, the largest retracement was 2.74¢. This figure is subtracted from ! = S —
. . - . . . 2
the top, which is at 16.27¢ (see lllustration 4-118). Since it closed below the big rewracement 3 S 15 =
wave 4, the trend reversal is confirmed. Subsequently, the downtrend on the weekly sugar chart . : , . - ‘ =
has developed into five big downtrend waves containing several smalter sets of symmetry waves. g ; : : -l
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The daily chart of copper in Hlustration 4-12A indicates a potential trend reversal because
the retracement wave number (V1) exceeds the smaller retracement wave number 4. However,
loaking at the weekly copper chart (see |lustration 4-12B), we see that retracement wave number i =
(V1) matches the previous big retracement waves (I} and (IV). At this juncture, is the trend up g § 3 3
. . . . - . Q
or down? Your decision will depend on your trading style and how aggressive you wish to be. = = N g
pPersonally, the ohservation thati abide by is that the trend does not reverse easily; thus, itis best 4 ' : ' ' ]
to wait for confirmation of trend reversal and 10 follow the trend reversal rule given earlier. == I E R :
. . - . . = : ———— :
Because the retracement wave VI did not exceed in magnitude the previous big retracement [ I : ET= : -
Fap. : : - . —, =
wave It and IV, the trend is still down. Currently, the copper market is developing downtrend “l. 8 L = = ,5,%
wave IX. This market is overdeveloped, and we can either expect a trend reversal or a R z ol AN S ™
retracement bigger than wave V1. - o : e
o ; ai= . i
7053 j CPHL OBILY BAR & 1791 C06 INC. g [ : — = : 8
Q= 11240 i J | m—— ! :
H= 11240 ~ : —— : .
L= 11580 F e B B B S T T Y h (s 1.1 o : — :
L= 11180~ : _ :
a=  +3% : e . -
: —— . pu |
- o i : : —_— : .7
2 - : : : —_ :
l : ' 1 VI ' : : —_ :
| i ll, e s s 12000 : : — ; L
: : : ; — : 5
, fh } . 4 : - : —_— : .
x;i I 4 j; : : — :
L R : : TTE—— : e
I T | g a T 8
1 ]i}}};“l] LT !lic}[ : o : ; : —= 88 T
| l“ 11']“{ 1 : H - &l - S = .. A%
1“1 ll] f 1{“ > : : : —_— =
N T 2 : : D —— : ©
: | q ; = S| %
g 5 g . : — B : u 3
v : ' R :' 0 =
. & : —_—_—
oo e : 10000 .5 —_— i |
3 891 : : . 3
Om 11240 : . : : N =— A
= i . | . | ; | —
Ca £1180we Oct: HNow, Dex: -Jan Feb far . : - :
- G T AL |F e P i2]iF263 0174317 [iefe1 26 4 i ie s |a : : . — - :
: —_— : : &
: — .
: : e : : <
(C) Copyright 1991 CQG INC. lllustration 4-12A : —— : :
: : —_ o
—_— : : §|®
De——. . DL L =
TEe—— E
- : T s
20000 5 = &
BRgSD : T -=BReS
ol : —_— 0O
G : — s oonen
. N :
‘ - HoE3ad . N R . R




CHAPTER FIVE

Trading Using The
Symmetry Wave Method

Trend lines, channel lines, Gann lines, maving averages, moving average crossovers, the
stochastic indicator, the relative strength indicator, MACD, Fibonacci ratios and breakouts are
all terms you are probably somewhatfamiliar with, since they comprise most of the more popular
methods and indicators. Why is it that these tools never seem to work consistently (even in
combination)? Basically it’s because they do not have the intelligence to discriminate between
trending and sideways markets, they don’t make the necessary adjustments for differing wave
magnitudes, and they can'tisolate trend reversals accurately. An indicator’s function is to move
up and down based on price action relative to the past few {or many) days. This up-and-down
action goes on regardless of whether the market is in a sideways or trending mode, thereby
generating random unintelligent trading signals. The end result is an excess number of losing
trades and no real perspective on how a market is behaving.

The efficiency of trading, namely, accuracy and profit-to-loss ratio, increases by knowledge-
ably entering a market after determining the trend, and waiting for the market to either finish its
sideways price action or retracement. This is a markedly different approach from relying on one
indicator (or a combination of them) under all conditions.

All entries into a market fall into two categories:

1. Laterentry: Entering a market as it is moving in the direction one wants.

2. Earlyentry: Entering a market as it is retracing; in other words, anticipating a bottom or

top.

In conjunction with the Symmetry Wave Method, both categories of entry will be explored.
However, before we jump into analyzing entry methods, the subject of trading with the trend
versus against it will be looked at one more time.

This book.is geared towards heipinga person trade with the trend; therefore you'll-find almost -
all of our examples are entries with the major trend. It is my observation that trend waves are
larger than retracement waves. Alsoatrend wave isusually longer in duration than a retracement
wave, Therefore, statistically, it is best to focus one’s attention on a trade with the trend.

Inthe previous.chapter we discussed the shortcomings of not knowing where atrend will end.
We resolved this issue by waiting for the trend to reverse itself by closing below the previous

®



major support price. The second major unknown is that since mark.ets do exp.and into bigger
symmetrical waves and subdivide into smaller symmetrical waves, it is not })055@1& to know for
sure the magnitude of the current retracement. However, the very premise of the Symmetry
Wave Method resolves the question about the magnitude of a retracement wave. If you
remember, the entire idea is to wait for the current retracement to match, in magnitude, a
previous retracement. As an example, if the previous retracement was 100 ;')oints, then we wait
for a subsequent retracement that is approximately 100 points (see 1!lus}ratnon 5-1). However,
ifthere is an intervening retracement, let’s say 60 points, then we wouldfirstexpecta subseqqe_nt
retracement that would match 60 points {see Iliustration 5-2), followed by a 100-point
retracement to match wave (2).

100 Points

100 Points

illustration 5-1

1900 Points

60 Poincs

60 Points

100 Points
. " THustration 5-2

c ®

Markets often behave with such precision. When they do not, a losing trade may be
generated. Research has shown that if you trade with the major tread and wait for a matching
symmetry wave, the accuracy of the trades is greater than 50%, with a favorable profit-to-loss
ratio of more than two to one.

Going back to our examples, after the first 100-point retracement, there are at least three
possibilities. First, you may choose to trade the intervening 60-paint retracement second, you
could opt to trade only the 100-point retracement. The third possibifity is that the market may
retrace more than 100 points or reverse its trend {see lllustration 5-3),

illustration 5-3

However, experience {and commonsense} indicates that the simpler the trading program, the
easier it is to trade, with the least number of mistakes creeping in. Even though the Symmetry
Wave Method is a complete trading system in and of itself, other trading tools can be used with
it

Now let’s turn to entry methods, starting with the early entry method since this will be the
basis for late entry methods.

Early Entry Method

Farly entry requires the trader to anticipate a bottom and to put a buy order in before the
market reaches the target. If one waits 10 see what the market will do after reaching an anticipated
target, then it is no longer early entry, it is a late entry. Symmetry is established when a market
reaches 80% of the magnitude of a previous wave, However, entering the market at the 80%
mark is too early. The 20% rule is an efficient way to group similar-sized waves, but not efficient
enough for early entry. With the early method it is suggested that you wait for the current
retracement to maich at least 90% of the previous symmetric retracement before entering the

_ market. However, do not enter earlier than 3/4 of a 10-day ATR. The idea is to enter a market

before it reaches the symmetry price, but not to enter too early.
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The daily Swiss Franc chart (llustration 5-6) has reversed its trend in February to the
downside, and in early April rallied approximately 330 points 1o create retracement wave 2.
After wave 3 we would anticipate a ratly of at least 300 points o enter short {approximately 90
of the previous symmetry wave). On April 29, wave 3 bottoms at 6666, To this price we add
300 points and come up with .6966 as our sell target to go short. On May 14, the 300-point rally
target is reached and a short position is established. Subsequently, the market falls down 1o
accomplish wave number 5.
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To further illustrate aggressive trading, we will use a weekly Gold- chart-and trade off a -
gigantic symmetry wave (see Illustration 5-7). The magnitude of wave Il is approximately $67.
Aiter trend wave |l we expect the retracement wave [l to be balanced by a similar size wave.
For early entry we would expect a retracement of at least 90% of $67, or $61. Wave IV is
approximately 369 in magnitude — an excellentlong-term short position with big profit potential
and a relatively small risk,. ~ T
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At times some incredible wrades can be achieved using the Symmetry Wave Method in
conjunction with the early entry method, while taking only a relatively small risk. Hlustration
5.8 presents amonthly Gold chart. InMarch of 1983, there is a retracement wave (IV). The trend
wave (V) ends in February of 1985, and subsequcntly we have a retracement fasting 34 months
that matches in magnitude the retracement wave (IV). The ensuing downtrend wave (VII) is
approximately $150 in magnitude.
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The smaller retracement waves can also be used for early entry. lllustration 5-9 uses a da
wheatchartto demonstrate this. Between waves Il and ill, there are two sets of smaller symme
wave counts: Wave 2, whichis 7.25¢, is matched by wave 4, which is 6.75¢. This provides
early entry using a very small symmetrical wave. Later, wave (2) is matched by wave (1)
provide another long position with the major uptrend. Finally, wave I is matched by wave

for a final long position with the trend.
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Illustration 5-10, the daily Eurodollar chart, provides one more example of the early entry
method. The major trend is up. In early June the market has a big retracement, followed by a
rally and a mini retracement wave 2 on June 25. A four-day rally is foliowed by a symmetrical
retracement wave 4, to provide a small risk investment with the uptrend. Wave 2 is 15 points
in magnitude, and wave 4 is 16 points.
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The Symmetry Wave Method can be used to trade off gigantic waves, as in the monthly Gold
chart, or off miniwaves, as in the Eurodollar chart. All sizes of waves are equally viable for
establishing aposition.  Expericnce shows thatitis best to putan entry order in before the market
reaches the entry price. A common mistake among traders is the tendency to wait and see what
the market will do. By then, the market has already done it, and it's too late. You have to put
your orders in before the fact.

Late Entry Method

The decision on whether to use the early entry method or the late entry method should not
depend on which method will produce better results, buton one’s own nature, Forsome people,
entering a market long when it is falling, without a bottom in sight, is too fearful, yet to others
itis exciting and a challenge. To be successful in trading, it is important to use a style of trading
that is suitable o your nature. Among other things, this may mean using a method that produces
less profit butis within your comfortzone. Early entry and late entry have the same risk, but early
entry produces greater profit since it takes advantage of the entirety of a trend wave.

When using a late entry method, like with the early entry methed, you first must wait for a
symmetry wave to be established. However, with the late entry method, a position is entered
only when the market starts to move with the trend again. Once the symmetry is established,
you must wait for the market to resume the move with the major trend. There are many degrees
of waiting for a trend to be re-established. You could enter the market as socn as it starts to move
with the major trend (Illustration 5-11), or you could wait for the market to substantially move
with the major trend and only then enter the market (Hustration 5-12). To accomplish late entry,
methods that were mentioned at the beginning of this chapter, among others, can be used.
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The same charts wiil be used for illusteating late entry as.were. used for -early entry. For
example, using the S&P 500 chart (Nustration 5-13), you could wait for wave 4 to maich wave
2and then use a nine-day stochastic crossover as an entry method. In this case, your entry would
have been at the close of May 20, marked with an arrow. Another method may have been to
use a three-day breakout. This would mean taking the highest high of the past three days and
putting a buy order one or two ticks above the previous three days (see llustration 5-14).
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Using the daily Swiss Franc chart (IHlustration 5-15) after symmetry wave 4 was established,
you could use a 10-day breakout, which is even more delayed than the stachastic crossover or
three-day breakout. The berefit of an even later entry is that after a big retracement, the market

has re-established its trend more firmly.
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On weekly charts, one of my favorite late entry methods is to wait for the symmetry wave to
. establish itself and then to use a one-week breakout (see Illustration 5-16). Another method is

to use a trend line, as in lilustration 5-17.
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On smaller retracement waves, because the magnitude of the retracement is small, it is best

to use a one- or two-day breakout as an entry method (see llustration 5-18).
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llustration 5-18

Establishing a winning position takes a lotof effort. This is where mental fortitude and training
come into play. It may take two or three tries before a big winning position is established. This
requires patience and consistency. The most successful money managers keep doing what they
know will work, even if it hasn't produced any profit for as long as eighteen months. This is how
important it is for a person tobe consistent. After two or three failéd attémpts, one big profitable
trade will make up for the few small losers.

&8

If at any time the counting becomes confusing using the Symmelry Wave Method,

concentrate on the biggest group of waves first and ignore smaller groups. Bigger symmetrical
wave counts always override the smaller symmetrical wave counts.

Do not attempt to base your overall analysis on smaller symmetry waves, It is strongly
suggested that you keep weekly charts. Where daily charts fail, weekly charts will clarify,
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CHAPTER SIX

Subdividing Retracement Waves
And Labeling Them

In the previous chapters we have concentrated on the trend and the intervening retracement
waves. You may have noticed that a retracement wave has many waves within it. These waves
are called subwaves. Subwaves are always a part of, and within, the even-numbered
retracement waves, and are identified using the alphabet (see illustration 6-1). As with
retracement waves, the bigger waves are labeled with the higher hierarchical letters, Level One
being the highest.

Level One: (A), (B), (C), (D), {F), (F), (G).
Level Two: A, B C D EFG.
Level Three: ab,cdefg

Note: Because there are more waves with the trend, it is necessary to have four levels of
hierarchy. Retracement subwaves are fewer, requiring only three levels of hierarchy.
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A subwave cansubdivide into smaller waves orbecome part of a subsequent bigger subwave.
In llustration 6-3, the subwave C has subdivided into five waves (a, b, ¢, d, e), and in [ustration
6-4, a small a, b, ¢ retracement becomes part of the A wave of a greater A, B, C subwave
retracement. The proper labeling of the subwaves that go to make a retracement wave during
an uptrend is illustrated by a daily Deutsche Mark chart (illustration 6-5). A downtrend is
illustrated by a daily sugar chart (Hlustration 6-6).

i e e

Wustration 6-1

A retracement wave can be made up of three, five, or more subwaves. In illustration 6-2,
retracement wave 2 is made up of three subwaves (a, b, ¢, and the symmetrical retracement wave
4 has five subwaves (a, b, ¢, d, e). Note that even though retracement wave 4 has five subwaves,

it is symmetrical in size with retracement wave 2. Hiustration 6-3

ia emmn

‘s . . ) . . Hiustration 6-4

Hlustration 6-2
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Subdividing a retracement wave and labeling it with the alphabet is an important trading tool,

t but for proper counting of symmetry retracement waves it is not necessary. tor example,
5 (3 ! Hlustration 6-7 A shows the proper numeric labeling and the alphabetical labels forthe subwaves.
Because our main interest is in seeing that the magnitude of retracement wave 4 matches
Om20 Dally oA © 1770 COG INC. | X
CHeci — L L retracement wave 2, it becomes unnecessary to label the subwaves with the alphabet (see
s 87 ! Hii ilustration 6-78),
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It is sufficient to wait for wave 4 to be similar in size to wave 2. Not having to label the

. subwaves that are part of a retracement wave simplifies wave counting and trading even more.

‘ However, since every trader will be using the Symmetry Wave Method differently, itis important

to further iflustrate proper labeling of subwaves. The illustrations that follow here show proper
sub-tabeling of retracemeént waves.

e ®
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Hlustration 6-8 1

Nlustration 6-9 demonstrates an extremely complex retracement wave 2 that is made up of

three levels of hierarchy of su

bwaves. Occurrence of three levels of subwaves is rare.

e B b GG d S AR

|
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1{ustration 6-9

Just as trend waves can have a failure wave, so can subwaves. These failure subwaves
(llustrations 6-10A and 6-10B) occur approximately 25% of the time and indicate strength in the
direction of the major trend. A failure subwave occurs when “c,” “e,” or “g” wave fails to exceed

a previous subwave within the same retracement wave, The dashed lines highlight the
occurrence of a failure wave.
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(1)

Wlustration 6-10A

c
—— Failure wave

L B &) ) \

IHustration 6-10B. .. -

i o

One of my original ideas was to use a trend line to enter a market after an “a, b, ¢” retracement
(Hlustrations 6-11 through 6-13). Often when a trend line is broken, the market moves rapidly
with the trend. However, at times after crossing a trend line, the market pulls back to touch the
trend line and then moves in the direction of the trend.
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CHAPTER SEVEN

Profit Targets, Protective Stops
And Money Management

in setting profit targets and protective stops with Symmetry Wave, my experience has been
to lean towards levels on the higher end while avoiding the extremes. Therange of feasible levels
runs on a curve {for both targets and stops) with the optimal level found toward the higher end
of the mid-range. With so many different markets and ever-changing market conditions, there
can obvious'y be no one ideal level for either stops or targets. However, I do have my preferences
asto how to handle establishing these critical parameters. More often than not, | find myselfusing
the market’s ATR as a base and guide for setling these levels. More on ATR momentarily.

PROTECTIVE STOPS

Generally, with Symmetry Wave, I've found using smaller stops DOES NOT reduce
drawdown. 1 prefer going with the wider stop, say $1,500 as opposed to $250. With the bigger
stop, the number of losing trades decreases substantially, and although the total dallar amount
of the losses remain about the same, there are more winning trades and the net profit will go up.
Here are typical results when using smaller stops versus bigger stops with Symmetry Wave,

Profit Target - $1.000 $1,000 $1.000
Protective Stop = 5300 5600 $1.500
35 winners  $35,000 | 44 winners  344.000 | S56winners  $56,000
50 losses $15.000 | 29 losses 517,400 | 16 losses $22.900
Net +520,000 | Net +526,600 | Net +533,500

Note that the following conclusions can either be derived directly, or safely assumed, from
this one table:

. The maximum drawdown is mcreased not decreased when 100 small a protectwe smp
-is used. :
2. The smaI!er protective stops cause mare frequem !mqes and grealer strlngs of Tosses.
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3. By using smaller protective staps, some profitable trades are missed. Therefore, the net
profit is less.

4. The larger protective stops have the same drawdown as the smaller slops

5. By using larger stops, there will be more winning trades.

PROFIT TARGETS

My experience with setting profit targets has led to conclusions similar to those reached
with stops. Bigger, but not too big, is better. Even though bigger profit targets are reached less
often, they produce greater net profits. Though this is true in general, I've found it particularly
1o be the case with Symmetry Wave trading. Here are typical results when altering the target
level.

Profit target = $500 §750 $1.500

Protective Stop = $500 5500 $500
85winners 542,500 | 77 winners  $57.750 | 48 winners  $72,000
42 losers $21.000 | 42 losers $21,000 | 42 losers $21,000
Net $21,500 | Net $36.750 | Net $51,000

Clearly, the smaller profit target generates a smaller net profit, even though there are more
winners. When a $250 profit target was used (not shown) in order to increase the number of
winning trades, the net profit fell down even further to $11,500.

On the other hand, going for teo large a profit target (for example, $3,000 in Soybeans or
$6,000 in T-Bonds) will reduce the number of winners as well as total profit. This whole basic
concept of a Profit Curve to select the ideal target level is illustrated in a simple maaner below.
Please realize the same concept applies to the choice of stops, although not shown here,

Profit Curve

Net Profit

$70,000 Hlustration 7-1
$2,500

$60,000
$50,000
$40,000

$30,000
$10.000
$20,000

This illustration demonstrates how different profit targets from $50010 $10,000 will generate
different net profits. The scale on the left is the net profit amount and the numbers in the arc
represent the amount of the profit target per trade. The smaller and bigger profit targets resulted
in the leastamount of profit, whereas the mid-range profit targets produced the most profit in the
long run.

; o
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A $500 profit target resufted in about a $30,000 net profit, whereas a $2,000 profit target
resulted in twice as much profit. In contrast, going for too big a profit target (i.e. - $10,000)
resulted in the least amount of profit.

So, as stated earlier, there is no one universal ideal profit target. While smaller profit targets
generate more winning trades, bigger profit targets generate more profit. However, do avoid the
extremes. Teo small or too big a profit target will not generate adequate profit.

USING AVERAGE TRUE RANGE FOR STOPS AND TARGETS

ATR gives us the current volatility of each market and becomes a benchmark from which the
protective stop and profit target can be calculated. Of course, as with dollar amounts, a profit
target of “one times the ATR” will be reached more often than a profit target of “three times the
ATR;" however, the larger profit target will vield a greater net profit. Based on ten years of
research, my suggestion is to use a minimum of about “one and one-half ATR” as a protective
stop and as a profit target.

i prefer using ATR because it links the size of both my stops and targets to recent activity in
the markets. For real-time trading, it is not wise to use arbitrarily selected “doliar figure” amounts
because each market has its unique contract size and degree of volatility. Forexample, the ATR
in Bonds might be $800, while the ATR for Corn is $175. This means that if you choose to use
“one ATR” for the protective stop and “twice the ATR” for the profit target, then the protective
stop for Treasury Bonds would be $800 and the protective stop for corn would be $175. The
profit target would be $1,600 for Treasury Bonds and $350 for corn. Each parameter level
selected is then in step with current conditions in the particular market being traded.

Following are some recent test results based on seven months of Symmetry Wave trading on
eleven markets. The test used ATR levels and again shows how it is easier to earn money with
reasonably bigger targets and stop levels,

Profit Target 3ATR 1.50 ATR 1.50 ATR

Protective Stop 3 ATR 1.50 ATR 1/2 ATR
{very small stop)

Move stop to 1/2 ATR 1/2 ATR 1/2 ATR

break-even after

market moves

Profitable Trades 31 45 25

Lesing Trades 12 20 32

Break-Even Trades 39 25 12

Net Profit $19,000 $12,500 $4,500

(Please note that this same principle of using the ATR applies to stock market trading also.)
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To further illustrate how different-sized protective stops and profit targets affect the net
results, a Corn chart {Hlustration 7-2) and the following combination of parameters will be used: H
i
Proteclive Stop Profit Tarpet i - . .. ... ... oo Cors Fatarex - 22 D : e
. . ' 2
First Parameter 1.0 x ATR 1.5 x ATR Il I 'il‘ WHH{ ' 2 ere
p | {200
Second Parameter 2.0x ATR 2.0x ATR ‘ ‘l| | ’HI q% 1 l . - 2ss
Third Parameter 2.0x ATR 4.0x ATR : S iillhliu‘ ." ‘: l l] - s
4 ‘ 262
The rules for trading are as follows: ! I‘“ll t“! ‘ ’ ; hlii § o
3 . i . e e e e, 258
1. Only the retracements that are at least one ATR and greater will be used. Retracements ! : 1 ||H I ‘{ : ll ; e :
that are smaller than one ATR are ignored. ! o “| I S
2. Protective stops will not be moved to neutral after price moves in our favor {something 4 SR Ii - ' i
1 often do in my trading). i ; ||i| N o
3. Protective stops and profit targets will be as indicated. 4 . | "™
4. Entry price is 90% of the previcus reciprocal Symmetry Wave. : l L
5. Tocalculate the ATR the most recent 10 days are used. As price fluciuates, ATR expands . . _ S Jl ______________________________ .
and contracts based on current volatifity. : o A,
6. Since Corn is not very volatile, two contracts are traded. g B . “ ) i
CORN i 5 6 Jen
R E . . . . Lo j - 232
Trade ATR Profit 1.5 ATR Profit 2.0 ATR Profit 4.0 ATR Db . i : ‘ |IL ok l 230
No. {(in dollars) Stop 1 ATR Stop 2.0 ATR Stop 2.0 ATR S S I : - h‘ 220
1 $450 $ - 450 $ +900 $ +1,800 b B R |H T, S e
2 $450 + 675 +900 + 1,800 S : L l ‘l h 710 -
3 $300 - 300 - 600 - 600 RS R N N H ”il Ii N b 2
4 $300 -300 +600 + 1,200 ' : I lll l| ‘ _ : : e
5 $300 +450 : +600 +1,200 1 — o R T
6 $400 + 600 +800 . +1,600 P T : ; : o i| " ||HTI: = l «h e e
7 $300 + 450 +600 +1,200 ' : b |I|1-- L A R R o
9 $300 - 300 Open No trade* : = l”l “ i [ ;'L!; % ‘ ‘ i
10 $300 + 450 + 600 Open i II ||i{|| Ihl‘ I : :
: i
Winners: 6 at $3,000 8 at $5,500 6at $8,800 % T e T e - M o S e o
Losers: 4at -1,350 lat  -600 2at_ -850 . e - e = » ;s:., = e - -
Net: ) +1,650 .. ~ +4900 . +.7,950 llustration 7-2
N6 trade because trade number 8 and 9 are at a similar price, and trade number 8 has not camed a profit yer. i
As can be seen here again, choosing too small of a protective stop and profit target is not the ;
‘way 10 go. By using a bigger protecnve st0p, the number of losing trades was reduced, and by
84 ! ' o 85
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trading for bigger profits, the net earnings double or triple. However, your decision on stop and
target parameters should not be guided by profits alone, but also by your personality. For some
people, it is easier to take quicker profits, while others are more comfortable staying in a while
longer and targeting bigger profits. |, personally, never use less than a “one and one-half ATR”
profit target.  Below that level, profits are olten too small to compensate for commissions,
slippage and errors. My recommendation 1o you would be to consider following that same rufe
of thumb.

And always keep tn mind that sequence of entry is very important. Enter the market the first
time you set your trading signal. The besttrades usually do not give you a second chance. Also,
if you waitto act on your signal, you often find yoursetf missing out on a chunk of profit that could
have been locked in by establishing a break-even stop at the time of the initial signat.

MONEY MANAGEMENT TOPICS
Pyramiding

Pyramiding can be used for adding more positions in the same market without increasing the
risk of losing. if you feel a market is in a very strong trend and instead of diversifying into other
markets you wish to add more positions in the same market (without exposing your account to
unnecessary risk), then pyramiding is a viable solution. This is true provided, that is, that you
only add positions in the same amount that you started with and in such a way that if the market
goes against you, you will not lose more than the equivalent of your first protective stop. For
example, if your protective stop is $500, and the market moves $500 in your favor, you could
add another position and move the protective stop for the first trade up to break-even. Then, if
the market goes against you, you will be risking only $500.

If you start with one contract, and the market moves in your favor, and then you add two more
contracts (and as the market moves in your favor you add a greater amount of contracts) you will
expose your accounttoa substantial risk of losing a large sum of money should even a small price
fluctuation go against your positions.

BREAK-EVEN STOPS

Movingthe protective stop to break-even when atrade is ahead is a good strategy for reducing
the number of losing trades and the drawdown; however, the winning trades are also reduced.
Therefore, in general, the net profit remains about the same as if you had notused a break-even
stop. Following are typical differing results obtained by using break-even stops and not using
break-even stops.

Without Break-Even Stops
30 winning trades
. 20 losing trades

With Break-Even Stops
25 winning trades
12 losing trades
13 break-even
50 tota! trades

50 total trades
With break-even stops, the accuracy is higher dye to fewer losses, but the net profit remains

about the same. Also, with break-even stops in place, the ratio 6f winners to losers imiproves and
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greater confidence is created. On the other hand, using break-even stops could require
monitoring of the market throughout the trading day, creating more stress. Personally, even
though | have not found it to be advantageous to use break-even stops with other trading systems,
it is bencficial to use break-even stops with Symmetry Wave. | use break-even stops with
Symmetry Wave by waiting for the market to move about three-fourths ATR in my favor from the
entry price; then 1 move the protective stop to the break-even price. This sirategy of moving the
protective stop to the break-even price does reduce the drawdown.

TRADING DIFFERENT TIME FRAMES

Whether you are trading daily bar charts, five-minute bars or weekly charts, the same
guidelines for protective stops and profit targets apply. Use the recent 10-bar ATR to determine
the current volatility and to calculate the protective stop and profil targel.

However, also never rute out good cld-fashioned experience in helping you select protective
stops and profit targets. Forexample, | found a 100 point move in the S&P 500 (when using five-
minute bar charts) to be superior to other targets, and | adjusted my trading accordingly.

DIVERSIFICATION

The idea underlying the concept of diversification is that if several markets are traded, then
the size of the portfolio’s drawdown will be reduced. The reasoning here is that if four or five
positions are losing money, then at least two or three positiens should be making money, thereby
effectively reducing the potential drawdown. Also implied in the concept of diversification is
the idea that since the potential drawdown is reduced, mare markets can be traded with the same
amount of money.

A number of years ago, | did a small “diversification test.” | took a portfolio of five markets,
and a portfolio of three different markets, monitored them for a period of months, then graphed
the results. It was interesting to see the inescapable conclusion | had already drawn depicted
visually. Diversification did not reduce the potential drawdown but it did increase the
drawdown (as well as the profits). The fluctuation between profits and losses became more
volatite despite diversifying among unrelated markets.
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Here is the graphic demonstration of those test results:

Soybeans, Deutsche Mark, Crude Q1 T-Bonds, Sugar. (Indicated by
small dash line.)

Portiolio One:

Portfolio Two: New York Composite, Coffee, Cotton. (Indicated by large dash line.)

Combined Portfotios:  {Indicated by solid line.)

$18,000
16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000

o0
-$2,000
- 4,000

- 6,000
Mar.  Apr. May june  july AUg. Sept.  Oct. Nov.

The worst drawdown of Portfolio One was $6,000.00, the worst drawdown of Portfolio Twa
was $5,000.00, whereas the worst drawdown of the Combined Portfolio was $1 0,000.00. The
largest gain in Portfolio One was $10,000. Portfolic Two’s biggest gain was $9,000.00.
Meanwhile, the Combined Portfolio achieved a biggest gain of $15,000.00. There was only one
flat (neutral) month in Portfolic One, in Portiolio Two there were no flat months; whereas when
the two portfolios were combined, there were three flat months. .

To sum it up, diversification did not reduce the size of the potential drawdown, but it did
reduce the frequency of the losing months as well as the frequency of the winning months, thus
effectively increasing the number of flat months. Overall profits were higher. This type of

. performance has been typical of Symmetry Wave portfolio behavior as well.

The main reason that diversification did not and does not behave with every trading system

exactly as the “laws of mathematics” would seem to dictate, is due to the fact that often all

markets enter into a sideways pattern or reverse their trend within the same shart time frame, thus

causing all or many markets to lose {temporarily) at the same time. Since diversifying among

many markets does not redice the size of the drawdowns, more capital is needed for each
*_additional market that is traded in a portfolic.

Futuresmagazine, in their August 1991 issue, wrote an article titled “Specialized Traders Go
Against the Grain of Diversification.” The specialized traders, in other words, those traders that
concentrate on specific markets such as currencies or petroleum products, have outperformed
the traders who diversify among many markets. In a separate instance, a well-established
managed futures fund, on their diversified account, had an annual return of about 22% and a
largest drawdown of about 28%, whereas their currency program had an annual return of about
37% and a worst drawdown of about 19%.

_The reason for the better success of specialized trading is mainly due to the fact that it is easier
to find a trading system that works for a specific type of market. Each market's behavior is
different. Crude Oil, Eurodollars, and Deutsche Marks are strong trending markets; therefore
trend-oriented trading systems work well with these markets. Live cattle, wheat, and sugar cr;
the _oiher hand, are choppier and experience more sideways markets; therefore, a trading sys’tem
designed to take advantage of a strong trend will not do as well in these markets,

My last word on diversification is a quote from Albert Einstein, which helps understand why
many systems have somewhat contrary experiences with diversification (at least as it applies to
drawdowns) in real-time trading:

”r‘\s far as the faws of mathematics refer to reality, they are not certain; and as far as they are
certain, they do not refer to reality.”
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METHOD SUMMARY

Following is a brief summarization of what I belicve 1o be the best way to use the Symmetry
Wave Trading Method:

1.

2.

Only trade with the major trend (see Chapter 4).

Calculate the size of the previous retracement wave you wish to trade from (see Chapter
3).

. When the market retraces 90% of the previous wave you are trading from, enter the

market.

Consider using a protective stop of two times the 10-day ATR (see Chapter 7}.

. Consider using a profit target of three times the 10-day ATR {see Chapter 7).

When a trade is ahead by 3/4 of the 10-day ATR, move the protective stop to abouta $50
profit to compensate for commissions and slippage (see Chapter 7).

Execute quickiy (1 put all my orders in before the markets open).

. Keep on trading after a drawdown period in order 10 recover losses and earn a profit.

Don‘t put on too many positions in relation to your trading account size.
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CHAPTER EIGHT

Stocks

Since both the stock and futures markets are influenced by human nature, as well as world
and economic events, their patterns of behavior are somewhat repetitive. Symmetry Wave will
identify and capture a specific repetitive pattern equally well in both types of markets. The first
pattern in each type of market is the retracement wave 2, with the repetitive patterns being
retracement waves 4, 6, and possibly wave 8 {see Chapter Three].

A misconception the public holds is that the futures markets are more volatile than stock
markets. inreality, the stock market has become more volatile inrecent years. The reason futures
appear to be more volatile is that they are highly leveraged. Stock markets canonly be leveraged
up to 50%, whereas futures are leveraged up to 95%. !f the volatility of stocks was compared
to commodities without any leverage, then stocks are more volatile. You won’t see a bushel of
corn go from $3.00 to $1.00, but in stocks you will see a market rapidly drop from $12.00 to
$2.00.

Symmetry Wave provides a window of opportunity to enter the markets at an ideal support
of resistance range. You may choose to enter the markets when the Symmetry Wave is reached,
or wait for some indicator, price patlern, or significant news item to confirm your entry into the
markets.

In this chapter | give examples of different Symmetry Wave counts and entries on weekly
stock charts. The same rules are used here for the stock charts as were used for'the futures charts
in Chapters three through seven. You’ll notice not all waves are counted. The reason being |
stayed with the bigger Symmetry Wave countas much as possible, Only for illustration purposes
do 1, on occasion, count the smaller Symmetry Waves. Another reason for not counting a wave
is when a retracement wave does not have a matching symmetrical retracement wave. In these
instances it is not necessary to mark the wave. You then wait for the next set of Symmetry Waves
to develop, or wait unti! a previous wave is matched symmetrically. Remember, the count for
a symmetrical wave stops if there is not a matching retracement wave. See illustrations 8-5 and
8-6.

* Thie following pages contain a number of charts. The ideahere is to illustrate, as much as
possible, the proper Symmetry Wave count so your eyes get trained to see groups of symmetrical
sets of waves, Itis importantto count all of the symmetrical waves within the same group. That
is to say, it is all right not to count a certain set of Symmetry Waves if you do not wish to trade

- off of that set, but once a count has started for a certain magnitude of waves, all the waves.of the
same magnitude that fall in that set must be accounted for.
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: CHAPTER NINE

Day Trading

Day trading, though potentially very rewarding, is probably the most difficult way to trade.

i Itis rewarding because you know the results of your trading sooner than in longer-term trading.

No trades are exposed to overnight events, so in theory at least, there should be less stress. Your

money is not tied up in margins and drawdown, With day trading, if you lose money today it's

possible to recover it tomorrow. However, day trading can be more difficult than long-term

trading since, for the most part, you have to be glued to the screen in order not to miss trades.

With longer term trading, obviously, there is more time to plan a rade and execute it. Also, for

many people day trading is more stressful because they let their minds be affected by each price
fluctuation.

Each time frame (i.e., one-, five-, fifteen-, and sixty-minute bar charts) will give a different
perspective of the trend; therefore, your first step in day trading with Symmetry Wave will be to
decide which time frame to use. Following are several charts presented to illustrate how each
time frame gives a different perspective.
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Itiustration 9-5 is an S&P 500 weekly bar chart of 4/24/%2.

A

As can be seen from these charts, a daily chart details action of a weekly chart, and a sixty-
minute bar chart details the action of a daily chart, and a fifteen-minute bar chart details the
action of an hourly chart. This pattern of microcoesm within a macrocosm continues down to
tick chart level, Thus, inversely, a tick chart expands into a five-minute bar chart, and a five-
minute bar chart expands into a daily bar chart, and the progression continues up to the monthly
charts.

Each of these charts gives a different perspective of what the market is doing. Furthermore,
the same time frame, such as a five- or fifteen-minute bar chart, when expanded or contracted,
will give a different perspective. See itlustrations 9-6 and 9-7. Because each time frame gives
a different perspective, it becomes important to choose one time frame and to stay with it.
Otherwise, there will be toe many conflicting perceptions and trading signals.
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Hlustration 9.7

Abar chart of {ess than aten-minutetime frame does not give atrader an adequate perspective
of the immediate trend, and the shorter time-frame charts, such as a five-minute bar chart, often
become too choppy during a sideways market. See illustration 9-8. On the other hand, a sixty-
* minute bar chart may not yield enough tradesto keep your interest. | have found fifteen-minute
bar charts to give enough data to get a good idea of the immediate trend, and an adequately large
perspective so as not to lose touch with the overall marketbehavior. Atthe sametime, the fifteen-
minute bar chartis responsive enough to catch smaller Symmetry Waves and to generate enough
trades to keep even the most avid day traders busy.
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lllustration 9-8

As these illustrations show, and as | mentioned earlier, the first issue to be resolved with day
trading is the time frame to be used, so there won't be contlicting perspectives. One of the ways
aconflicting perspective manifests itself is when the fifteen-minute bar chart and the five-minute
bar chart give trades in opposite directions, In illustration 9-9, the S&P fifteen-minute bar chart
shows the trend to be down, and it has given a sell signal (retracement wave 1V), whereas the

five-minute bar chart is in an uptrend and is giving a buy signal {retracement wave 4); see
illustration 9-10,
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The importance of basing day trading on a single time-frame is emphasized for the sake of
consistency and clarity of purpose. In the scenario depicted in illustration 9-9, basically there
were three choices: (1) to go short using the fifteen-minute Symmetry Wave {wave IV), or (21 10
go long using the five-minute Symmetry Wave (wave 4), or (3) to first go short using the fifteen-
minute Symmetry Wave and then go long using the five-minute Symmetry Wave. 1find it best
to use one time frame to trade with. How you choose to trade will depend on your trading style,
Whatever you do, try to confine yourself to watching only two time frames at most.

The S&P market, like all markets, has two identifiable phases, sideways markets (or
consolidations) and trending markets. See illustration 9-11.
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Symmetry Wave works best during the trending markets. One way 1o gauge the trend of the * itis advisable to day trade only one market. This is because it's not possible to efficiently
market is to use the slope of a five- 1o eight-day moving average (see illustration 9-12). The track two markets within a single day at the same time. Furthermore, cach market has
simplest way is to train your eyes to see when a market is trending and when itis not its own nuances, and it is important to tune into the specialized nature of a market, By

trading more than one markel, the nuance of a particular market is lost. ’
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41725 Incidentally, ali charts in this chapter are by Ensign Software, They can be reached at 2641
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To cover the cost of commissions and slippage associated with the execution of trades, itis
important to day trade only the most volatile and liquid markets. The favored market of day
traders is the S&P 500. All the illustrations in this chapter are in the S&P market.

Other Suggestions And Observations:
+ There are few 200-point profits, more 100-point profits, and far more 30-point profits.
 Use wide stops. For example, a 60 point stop-loss is preferable to a 30 point stop-loss. _
I'm in for a lot more 100 point winners, and-that makes a big difference in my final pet . .. ,‘ ) ) _ .

profit totals,

= To clarify the wave count and to get an overall picture of the market, go back to a bigger
time frame. . | . ) e . e ‘,
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CHAPTER TEN

FIBONACCI RATIOS

Fibonacci ratios are named after a 17th Century mathematician who discovered that dividing
certain odd numbers resulted in a ratio of .618. This ratio is also known as the Goldenratio. Here
is how Fibonacci came up with the Golden ratio. Three is divided by five, then three is added
to five, and five is then divided by eight. Five is then added to eight and the resulting number
thirteen divides eight. This pattern continues, each time adding the previous number to the
current number and the new number dividing the previous number. Below are some examples,

3/5 = .600
5/8 =.625
8/13 =.615
13/21 =.619
...and so on.

The average of these ratios is .618. Besides the Golden ratio number as a popular support
or resistance point, there are derivatives that are equally popular. These derivatives are as
follows: .26, .38,.50, .618, .73, .85. The idea is that the markets retrace to one of these ratios
before continuing their trend. Of the above ratios, the most popular ones are the 50%
retracement and the 62% retracement; however, in my research | have found the 73%
retracement to be as powerful if not more powerful than either of the previous two ratios.
Following are illustrations of how to calculate the ratios using the charts.

Use the range between a major support and a resistance price to calculate the ratios. n
illustration 10-1, the Eurodollars market is used for illustrating a proper way of calculating the
potential Fibonacci support prices. The range between a key support and resistance price is
calculated, and then this range is multiplied by the Fibonacci ratios. Inillustration 10-1, a major

suppoft and a major resistance price are fabeled. - The next step isto use this range to calculate ~ -

the possible percentage of retracement. Suppert is at $95.09 and Resistance is at $97.01, and
by subtracting $95.09 from $97.01 we geta range of $1.92. Atthis pointwe will calculate several
different Fibenacci ratios:
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1.92x.38=72
1.92 x .50 = .96
1.92x .61 =117
1.92x .73 =1.40

Subsequently, these retracement percentages are subtracted from resistance at 97.01 to
calculate the possible support price.

97.01 - .72 =96.29 is the 38% retracement price.
97.01 - .96 =96.05 is the 50% retracement price.
97.01 - 1.17 =95.84 is the 61% retracement price.
97.01 - 1.40 = 95.61 is the 73% retracement price.

Basically, the idea is that the market will come to one of these Fibonacci support prices and
then rally. The obvious difficulty is in figusing out which one of the Fibonacci ratios will end up
as the key support price from which the market will rally.

You will find Symmetry Wave to be most useful in figuring out the most likely Fibonacci
support price that the market will come down 10. Tofind the most likely Fibonacci support price,
we go back in time and find a previous retracement wave on the weekly Eurodollar chart (see
illustration 10-1} that the current retracement wave might match in magnitude. Looking at the
magnitude of the retracement wave IV that occurred March 1992, you can proceed to calculate
its magnitude. The range between trend wave il and the retracement wave |V is about .98;
therefore, you can subtract .98 from $97.01 (wave V) and come up with a possible Symmetry
price of $96.03. This corresponds closely with the 50% retracement as calculated above.
Therefore, the most likely Fibonacci support price will be $96.05. The market came down 1o
$95.90 and then rallied.

Similar calculations can be made for a market that is in a downtrend. To illustrate the
calculations for a downtrend market, the share prices of Digital Equipment will be used (see
illustration 10-2). After this market made a top on November 26 at $64.50, retracement wave
VI, it went down to $48.50, trend wave VI, The difference between the retracement wave VI
and trend wave VIl becomes the range from which Fibonacci support prices will be calculated.

Wave VI - Wave Vil = 16.00

16.00 x .38 = 6.08
16.00 x .50 = 8.00
16.00 x .61 = 9.76
16.00 x .73 =11.66

The above ratios are added to the low of wave VII, which is at $4B 50 10 come up W|th
..potential resistance points.

48.50 + 6.08 = 54,58 is the 38% retracement.
48.50 + 8.00 = 56.50 is the 50% retracement.
48.50 +9.76 = 58.26 is the 61% retracement.
48.50 £11.66 = 60.16 is the 73% retracement.
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Again, those who use Fibonacci ratios to trade are faced with the ditlemma of choosing which

)

'F'.i Fibonacci ratio is correct for entering the market. Symmetry Wave can be used to choose the
a proper Fibonacci ratio for calculating the most likely resistance point. The previous big
2 1 R a 2 P e n S retracement in ilfustration 10-2 was from the October 4, 1991 low of $53.00 (rend wave V), up
FAAALALALAE AL M A AL A MLALALRLRLAL AL ALALAL AL ALALALELAS MLLALALA AL to the Octaber 31, 1991 high of $64.50 (retracement wave VI). The difference between wave
: : N V and wave VI is the Symmetry Wave range of $11.50 that will be used to caleulate the most likely
o= : b next resistance price from trend wave VII. To calculate the most likely resistance point using
_________________________________________ LT nie Symmetry Wave, add $11.50 to the December 20, 1991 low of $48.50 (wave V1), to arrive at
o= : H the next most likely resistance price, that of $60.00. The closest Fibonacci ratioto the Symmetry
t I I | —_ o Wave resistance price is the 73% retracement price of $60.16. This price of $60.16 is the most
Nen_ 6 = e : likely Fibonacci resistance price. The market rallied up to $61.04 and subsequently fell again.
: 3':: R i To see a clearer perspective of the Symmetry Wave count, refer to the weckly chart of Digital

= : o Equipment (illustration 10-3).
o __.::-7-' (3 The Fibonacci ratios are similar to the ratios that W. D. Gann used. Gann's ratios were made
"""""""""""""" *;\q"-—' up by dividing an entire range into one-eighths. Thus, if we divide 100 by 1/8 we get 12.5%,

and its multiples are:

g : Gann ratios: 12.5%, 25%, 37.5%, 50%, 62.5%, 75%, and 87.5%.
[&]
o é FR ratios: 14.4%, 26%, 38%, 50%, 61.8%, 73.8%, and 85.6%.
A s
- (8]
3 = Besides using Fibonacci and Gann ratios with Symmetry Wave, other tools such as Gann
B c lines, Andrew’s pitch fork lines, and trend lines can be used with Symmetry Wave.
9
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lllustration 10-3

CHAPTER ELEVEN

PSYCHOLOGY OF TRADING AND
GENERAL OBSERVATIONS

In this final chapter I'll take a closer, somewhat analytical, look at some of the mind’s basic
behavior in relation to trading. Then I'll share some general observations about the markets.

PSYCHOLOGY

The essence of the market is obscured by hundreds of misleading price patterns and mental
assumptions. In Chapter One we looked at how a person interprets three-month, six-month and
longer price data in many different ways. In Chapter Two it was mentioned how, when price
patterns are strung together, complex patterns are created. One of the most famous is the Elliott
Wave Theory, a complex web of patterns with numerous variations which have proven not to
beagreat help in trading. Finally, it was shown how Symmetry Wave peels away the excess and
reveals the essence of the market. That essence is the fact that markets organize themselves in
symmetrical waves. To succeed you must match the same size retracement waves.

The market may get to your predicted symmetry price very rapidly or very slowly. Factis,
though, it does not matter how a market gets to the symmetry price. Al assumptions and
expectations need to be given up. In previous chapters, we mostly concentrated on the outer
world; however, let’s take a look at the “inner world” that controls how we think, speak and act
in the outer world. Several years ago | created a system which | named TAAS. The system had
not had a losing year since 1980. Yet, whenever | had a signal generated by TAAS, | would find
reasons not to take the trade. Then, when there were no trading signals, | would find an excuse
te get into the market. invariably, TAAS trades would make money and my random trading
consistently fost money, | read about different psychological theories as to why | might be doing

_ this (fear of success, fear of failure, self-sabotage, etc.). Whatever the actual reason, there was,

no doubt my inner self was controlling events.

The mind is changeable. It is an instrument, and Jike all instruments, it can be altered.
However, habits form mental grooves which the mind loves to run in, making it disinclined to
change. Egois made up of every single thought, belief, assumption and imagination. Since ego
and mind are our séif-identity, therein liés the difficulty of change. An‘individuals’ beliefs and
assumptions are his base; itis his securily. Seeing the fallacy in one’s beliefs or assumptions, and
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giving them up, is like jumping into the unknown, which is scary. Change is so scary itis often
easier to repeat our unwanted habits, even if that means losing money year after year.

The only thing I've found for changing the mind and ego is experience. When we experience
something, then we know, and assumptions are no longer necessary. By experiencing something
other than what we are accustomed to, the new experience provides a new impression to replace
the old one with. By repeating the new experience, gradually the old one is replaced. Now the
mind has a new habit, one that is successful instead of destructive.

Quir first step is to be honest enough to look at what the mind and ego have become. Second,
by being honest, we get to experience whom we have become, and by gaining new experience,
we have the opportunity to change. Third, by repeating new experiences we form new habits.
in my own trading experience, once | realized the mistakes | was making, and saw the numerous
fears | had in executing my own system, § moved from not executing any system trades to mixing
system trades with my impulse trading. When 1 locked back over my trades, and sorted them
into two groups, those generated by my system versus those generated by impulse, my system
was profitable and almost all impulse trades were losers. By going through this process a number
of times, gradually | found myself executing only those trades generated by my systern, As|saw
my trades become successful, my confidence increased. Old patterns and habits had been
replaced by new, more profitable ones.

On cccasion I'l! do a self analysis study to better understand and improve my trading,
Foliowing is one of those studies: ‘

Consequences of My Assumptions and Fears
During A Two-Month Trading Period

Trades Missed Got Out Too Soon Traded Agalnst The Did Not Move The
All-Together Major Trend Protective Stop To Neutral
Wheat $500 Canadian $ - $310 D. Mark - $400 Silver $ -%175
Corn 500 J. Yen - 206 Cottan - 325 Cocoa - 400
Saybeans 500 Euro § - 25
Soy Meal 500 C. Qil - 250
Qats 500 Mat. Gas - 620
Swiss Fr. 600 Sugar - 90
Copper 500
Silver 500
S&P 500 1,000
Furo § 500
Crude Oil 500
Nat. Gas 1,000
Heating Qil 500
Heating Oil 500
Coffee 750
Coffee 750
$10,500 - 1,500 - 725 - 575

AP R Net difference in my trading account: .o .
$10,500 1did not earn because 1 did not execute on the assumption that these trades would not have worked.
$-2,800 1 lost unnecessarily by trading contrarily to guidetines established for myself,

When adding the dollar amount of the trades | did not execute to the foregone profits from
my mistakes, the total comes t0 $13,300 in two months. 1 marked each of these trades on a chart
s0 that | could easily see what | had done. Missing out on $13,300 in two months was a big
disappointment, but it helped me gain confidence in Symmetry Wave and start to take all the
trades it generated.

| realized by repeating a positive action (i.e. - adhering to personal guidelines for successful
trading) enough times, | could replace my old habits with new.

Trading the markets will bring the weaknesses that are hidden within each one of us to the
forefront. This is a significant benefit of trading. It forces a trader to give up assumptions and
to become practical. Maintaining a daily journal detailing which assumption kept you from
executing an aspect of a trading system will help you give up negative or erroneous assumptions
and become more practical. To succeed, you often have to give up {or change) many
assumptions, and learn to just practically apply your knowledge of trading.

STRESS

External control can be defined as the seif-imposed conditions or parameters a person sets
for rading the markets. Some external controls are: when to enter the market, how much to risk,
when to take a profit, and how many contracts to buy or sell for each trade. By contrast, internal
control is how we react emotionally and intellectually to the unknowns associated with the
market, Questions that are unknown in trading include these:

1. Will the system | am following be successful in the next few months?

2. Should | stay with this system after four losing trades?

3. Corn locks like a buy, but soybeans look like a sell. Since they tend to move in
conjunction, which way should | trade?

4. Should | wait a little longer and thereby miss a profitable trade, or jump in now?

5. Should | use a tight stop or wide stop?

6. Should | take my $400 profit now, or do | wait longer and shoot for a $1,000 profit?

Obviously, for each of these questions (and countless others raised daily when trading) there
is no one correct answer, Regardless of the choice made, the outcome of that specific decision
isunknown. Stress arises when one has to make a decision between two or more choices and
the outcome of either choice is unknown; or, having made a decision, stress arises when you
have no control over the cutcome. Since each one of the above questions requires a decision,
and since the decision is based on unknown cutcomes, a trader continuously faces stress. Stress
is a natural defensive reaction. Science tells us when under stress there are specific biochemical
reactions, such as a release of hormones, which as a defensive measure of the body causes one
to react. Besides the biochemicai component of stress, there is the mental component, worry.

Worry involves concern about one’s decision and its consequences. Every time a decision
rélating to trading has to be made, there is a subsequent tendency to worry about the unknown
consequences. Without a doubt, worry impairs analytical thinking. This means we giveup being
practical and become assumptive. Also, the amount of worry asseciated with trading the market
substantially increases stress. Then, to abate the constant mental duress caused by worry, a
person tends-to make any decision that will appease.stress.. And.even a decision not to do.
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substantially increases stress. Then, to abate the constant mental duress caused by worry, a
person tends to make any decision that will appease siress. And even a decision not to do
anything still has unknown consequences and carries with it potential stress. Why? Because a
missed opportunity to make $1,500 can also be quite stressful.

i have found that many traders mirror the market. This is most likely due to the need to
appease worry and stress. if your most recent trade was stopped out prematurely due to a tight
stop, the worry that on the next trade the samething wilt happen often leads to the use of a wider
stop. Often the reverse also happens, whereby a person loses a big chunk of money because of
an excessively wide stop and is then afraid to use a wide stop for the next trade. The important
point is not whether to use a wide or tight stop, but to have the proper internal control so that
the stress level does not rule or cloud decision-making. Itis the reaction to worry and stress that
causes one to fail more than anything eise in trading. When you add “greed” into the mix, with
its mistaken emphasis on speed over consistency and patience, it's no wonder there is such a high
failure rate among traders.

Psychologists are finding that incentive impairs human performance by focusing attention on
the outcome (in this case, to make money or to preserve money) rather than the solution. The
solution for us as traders lies more on internal control rather than external control. tnternal
control is achieved by recognizing the influence of worry, greed, stress and assumptions; and
to adopt a set of new attitudes towards the markets so that the ever-changing market conditions
do not overpower you as a trader. The easiest way to change is to repeat the right action over
and over again until old habits and impressions are replaced by new.

It is logical to conclude that internal control and external cantrol are intertwined. If some
degree of internal control is not achieved, then under the influence of stress a person is likely not
tofollow his predetermined set of external controls (i . - entry price and exit price). On the other
hand, if one does not have a set of predetermined external controls, then a person continually
has to make a stressful decision,

By following the Symmetry Wave trading rules, executing each aspect of the method
repeatedly and consistently, new successful experiences will force out the old habits of worry,
stress and incorrect assumptions.

A technigue that helps in reinforcing and motivating a trader to execute his trades is
visualization. Visualization is really just remembering. Remember why you chose a specific size
protective stop or profit target, remember why you chose early entry over late entry and
remember how it feels to win over a period of time. Remembrance or visualization motivates,
but the real change happens only by executing the right habits. By experiencingthe impression
and feelings, new habits replace the old ones.

GENERAL OBSERVATIONS

1. Regardless of the trading system used, approximately 30% of winning trades move
extensively in one’s favor immediately. What this means is that the best trades often do
not give-a second chance to-execute them. "You must put all your entry orders in before
the market reaches the entry price.

2. Experts, whether we talk about newspapers, brokers, advisors or some other type of guru,
are not necessarily better than the layman. They are only more knowledgeable in the

mechanics of how things work. Therefore, if you have studied Symmetry Wave (which

takes the randomness out of the markets, and organizes them) then you could become

a greater expert.
142 .
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10.

11.

12.

13.

14.

If you acquire too many positions in relation to your comfort level, then the increased
level of stress will often cause you to overlook or bypass several key aspects of your
trading program, including the entry guidelines and protective stops.

| have tested many systerns with up to 900 variations of profit targets and pratective stops.
The most profitable combination could earn $60,000 or more, while the worst combi-
nation might lose $60,000 or more. Avoid curve-fitmechanical systems like these whose
parameters can be manipulated. You will find Symmetry Wave to be far superior, as it
is an organizational method that uncovers balance points. It is not a rigid mechanical
system, but rather an intelligent, adaptive one.

Markets change their patterns aboul every six months to a year. This material shifting in

" “behavior often wreaks havoc on mechanical systertis.

Trading frequently is not necessarily more profitable. People who trade less often tend
to be more successful, Abrokerfriend told me he had one client wait a year before putting
on a position. That market was at historical highs, then dropped rapidly. The man made
over $200,000 and stopped trading.

Weekly charts give an excellent overall perspective of a given trend.

Most major trends last six months or longer. You can and should take advantage of the
sizable corrections which occur within that time period.,

it is counterproductive to day-trade more than one market.

Avoid the market noise (small price fluctuations) and concentrate on the waves that are
at least “one times the ATR.” Also, try notto pay attention to what you do not need. More
information tends to create confusion.

After a drawdown, the average recovery period for mutual funds is about 27 months.
Many futures funds also experience long recovery periods after a drawdown.

Five-minute bar charts yield the worst profit-to-loss ratio. Weekly charts yield the highest
profit-to-loss ratio.

Try to give up past assumptions about the markets. Symmetry Wave fixes your focus,
instead, on a unique aspect of analysis (the matching of retracement waves) noton where
and how markets close, or volatility orprice patterns. As an example of acting ondifferent
assumptions with Symmetry Wave, | have, on occasion, entered markets when they
retraced three times the ATR in one day, with the market closing at its low of the day. The
next day the market almost inevitably starts to rally.

Avoid basing your next trading decision on what may have happened on your previous

trade: If you base trading decisions on what has happened in'the past, then you will be

constantly adjusting the enlry method, protective stops and profit targets. There is no
ideal. - . . R
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17.

18.

19.

20.

21,

22.

23.

24,

25.

26.

27.

28.

Many traders take a profit at their profittarget, then, when they sce they could have made
a greater profit, curse themselves, That's aterrible way to live. With a negative outlook,
even if you are a winner, you make yourself feel like a loser.

By testing many computerized systems, I've found that even with a high accuracy trading
system, there are many strings of five to six losses.

With Symmetry Wave, even when trading similar markets such as Deutsche Mark and
Swiss Franc, or Exxon and Mobil, pay attention to each individual market’s unique
signals. Often it happens that the Deutsche Mark may reach its symmetry price, while
the Swiss Franc may not.

Focus on results, not from just a few hours or days, but from several menths 1o a year.

The assumptive nature of the mind and ego must be considered so that unwanted fear can
be avoided.

Fear of losing tends to keep traders out of the markets, while fear of missing a trade causes
traders to jump inta a market before it is time 10 do so.

For most people it is a false assumption tobelieve that they can do better by watching the
markets throughout the day.

The vast majority of systems are curve-fit to pastdata. These systems only work for short
periods of time, usually lasting four to twelve months before entering into a cycle when
they do not work for four to twelve months.

Do not adjust a method that is already working, and make sure any adjustment is paper
traded first,

. The formula for success in trading is 50% self-analysis, 25% money management and

25% a good system.

If your account is overloaded with trades, the additional stress may cause you to not
follow your own parameters.

A peculiar phenomenon about the markets is that time appears to be condensed. The
markets have great leverage and can generate phenomenal profits. This creates the
itlusion that what should be achieved in six months, a year, or even several years is
expected to be achieved notonly in a week, but every week.

Three areas within which the mind will create assumptions are entry, exit and protective
stop placement. Set your parameters in advance, and make the ability to follow your

parameters your enjoyment.

Keep a daily diary of trades, recording the thoughts or beliels that made you follow (or
not follow) your entry, protective stop and profit target guidelines. T

°

—— e mn

29.

30.

51”512 when tradingthroug!l adiscountbroker, are not satisfactory. In addition, fills at New
ork exchanges are consistently worse than with the Chicago exchanges.

Consistency in repeating a positive experience is the key to forming new habits and to

success. It is also the best way 10 build confidence and to understand the intricacies of
Symmetry Wave trading.

For more informz_nion on additional Symmetry Wave products and services,
Michael Gur can be contacted at this address:

Michael Gur
Symmetry Wave Trading
1705 14th Street, #277
Boulder, CO 80302

Phone: 303-449-4601 « 303-595-5896
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