
The easy way out when the market doesnʼt move as forecast…

 This is a comment I often hear or read… “In the absence of economic information the market traded techni-
cally”.

 You should see my face glow red with frustration when it is repeated again… and again. What a lot of absolute 
bunkum. Whoever says that has NO idea what technical analysis is about. 

The market is always technical. 

 The biggest issue is whether the analyst is reading the signs correctly and that is down to the skill of the indi-
vidual analyst. 

 Letʼs get this straight. Technical analysis is a wide ranging group of techniques which obtain information from 
price action or derivatives of price action and provide indications to the analyst on the expected direction of 
price. The basic concept that is often said is that it is based on the assumption that market participants will react 
in the same way to certain events in the market and since these form patterns, once a pattern is recognized it can 
be projected forward to predict the next move. In a way this is correct but apart from simple pattern recognition 
it doesnʼt really explain the concept suffi ciently well enough to make it believable. 

 Consider one of the marketʼs maxims, “price refl ects all known information about the market that is known by 
the participants and price will move when a new input has been provided.”

 Basically that is correct. Who are the market participants? Well, itʼs you, itʼs me, itʼs all the bank traders in the 
world, all the corporate treasurers with Forex exposures to cover, our families who are off on holiday, market 
traders in good and commodities from which a Forex exposure arises, fund managers, central banks and even 
politicians who see their policies being affected.

 What is common to all of them? They react emotionally to movements in price. Traders, whether private or 
institutional, fear making losses as do corporate treasurers, market traders and fund managers. Central bankers 
and politicians react to exchange rate movements since it affects offi cial reserves, interest rate policies, trade 
balances and possibly the equity indices. They all fear losing money. They react emotionally as price moves.

 I view technical analysis as a study of emotion and more importantly the sequence of emotions that all market 
participants go through. There isnʼt any moment of time as price is moving that emotions are not in play. I know 
from what I do every day that the fl ow of price movement comes in sequences that can often be measured and 
projected to obtain an idea of the high risk areas for targets.
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Let us consider the whole basis of the ridiculous comment that sometimes the market trades technically a little 
more.

 Iʼve just been told by a client that he tried subscribing to two analytical services, mine and another good ana-
lyst but he says he gets confused because we often issue opposite forecasts. Thatʼs interesting. To be honest it 
happens all the time. I use a group of techniques that I like, Elliott Wave, time cycles, Fibonacci (in conjunc-
tion with Elliott Wave) and also momentum. Another analyst will use different momentum indicators, Bollinger 
bands and standard patterns. Another analyst may use Gann, Market Profi le and momentum. Probably weʼll 
come out with different conclusions.

 So when the market is trading technically, which “technical” is being referred to? 

 Some of us will be right and some wrong. However, we are all trading technically…

 I have even attended conferences where economists will make forecasts that are so widely divergent that the 
same thing is obviously true of fundamentals.

 None of us is right 100% of the time. How I wish I was! What is important to traders listening to what we say 
can be summed up with four factors:

 1. How consistently correct are we?
 2. Are the support and resistance levels we produce consistent?
 3. Can we provide alternatives for the occasions when we are wrong?
 4. If we are wrong, how quickly can we adjust our view?

 The problem technical analysis has is the fact that it is a concept that it diffi cult to envisage unlike being able to 
talk about trade balances, GDP and monetary policies. Like any other skill it has its good practitioners and bad 
ones. Most good traders are bad analysts – and vice versa. The two mind sets are different. But if a good trader 
attempts to apply technical analysis and fails because he hasnʼt spent enough time to learn (and more likely 
doesnʼt have the basic aptitude) then he will dismiss technical analysis as lacking credibility.

 The other day I had a client write to me: 

 “I donʼt believe anybody can predict market moves, but it is often uncanny how accurate your Pro Commen-
tary is with regards to moves in the FX market. With a sound money management strategy, my FX trading has 
improved considerably. Keep up the excellent work.”

 The fact is that with the right mind set, the right techniques and the current emotional sequence is recognized 
an analyst can be very accurate in forecasting and certainly within 5-20 points in forecasting accuracy. 

 It is for this reason that technical analysis can provide an element of accuracy and anticipate market reversals 
far better than economic forecasting. I have predicted target ranges 10 months ahead of the actual occurrence. I 
have identifi ed the timing of every major low in USDJPY this year ahead of time. On every occasion the funda-
mentals have been bearish. 

 Keep an open mind. The market does trade technically 100% of the time…

2



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


