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When To Trade With Cycles by John F. Ehlers

Stocks & Commodities V. 25:4 (32-34): When To Trade With Cycles by John F. Ehlers

When should you trade the cycle mode in a market and when should you trade the trend mode? Find out with this indicator.

In theory, trading with cycles is easy — just buy at the valley and sell at the crest. This is just a variation of the
old buy–low, sell–high dictum. In practice, however, trading with cycles is far more difficult. Just for openers, the very existence of market cycles is ephemeral and
we must jump on them quickly to take advantage of any market inefficiency they represent. This is demonstrated by the MESA8 measurement of the historical spectra of the Standard & Poor’s futures contract seen in Figure 1. The spectra are shown colorized over a 20-decibel range from white-hot, through red-hot, to ice-cold. Colorizing this way enables the display in a subgraph in synchronism with the bar chart. Figure 1 clearly shows how the dominant cycle in the data varies with time.

In addition, there are a number of other conditions that make trading with cycles more difficult besides temporal variability, perhaps to the point that the real question is, “When should I not trade with cycles?” The
most significant among these conditions are signal to noise ratios, being swamped by the trend, and trend persistence.

by John F. Ehlers




    
    
    
    
    
    
    Technical Analysis of STOCKS & COMMODITIES

The Traders’ Magazine since 1982
has had over 1,226,237 subscribers from 174 different countries.

37,000 Page Traders’ Archive for $89.99

    
    
    

      NOT A SUBSCRIBER?

      To continue reading, sign-up for trial access to Traders.com and
        the S&C Archive — 37,000 pages of
        trading ideas!

      
        
          
            
              
                Your First Name:
                

                
              

              
              
                Your Last Name:
                

                
              

              
              
                Your Email Address:
                

                
              

              
            	
			  
			
			  
			  
              
			  
                
              

              
            

            
          

          
        

        
      

      
        After verifying your email address, you will have limited access to
          the S&C Archive, as well as access to a Digital
          Edition of S&C, and access to Traders.com Advantage and Working
          Money for 30 days.

      

      
        Not a subscriber to Technical Analysis of

          STOCKS & COMMODITIES magazine?

          Click
          here to subscribe, or request
          a trial subscription.

      

      
       

      
    

    
    
      ALREADY A SUBSCRIBER?

      Log-in now to view articles from the S&C Archive.

      
        
          
            
              
                Your Subscriber ID:
                

                
              

              
                Your Last Name OR Company:
                

                
              

            	
			  
			
              
              
			  
			  
                
              

              The above information can be obtained from your magazine label.
                A sample label is shown below.

              Forgot
                  your Subscriber ID?

            

            
          

          
        

        
        
          SAMPLE MAGAZINE LABEL:

           ID  123456 20020401

            First Middle Last  Last
            Name

            Company  Company
            Name*

            Address line 1

            Anywhere WA 12345-6789

            

            *Where applicable 

          
          
            Your Subscriber ID is located
              at the top of your magazine label, highlighted here in red.

            Your last name can be found on the
              second line, highlighted here in blue.

            *If you have a company name on the
              label, that can also be used. It will appear below your name on
              the label.

            If you do not have a Subscriber ID on
              your label, you can find it on your statement or renewal form.

            For help locating your Subscriber ID number, please call us at 1-800-832-4642 or
              send an email to Survey@Traders.com.
              If sending an email, please include your name and mailing address.

          

          
        

        
      

      
      

    

    
    

  

  
  

  

  
    
    
      
      
        
          SUBSCRIBE TO OUR FREE

            EMAIL NEWSLETTER!

          FIRST: 
          
          

          LAST: 
          
          

          E-MAIL: 
          
          

          
            
            
            
            
            
            
            
            
          

          
        

        
      

      

      Join
      us on Facebook

      Follow
      us on Twitter

        

    
    DEPARTMENTS:  Advertising | Editorial | Circulation | Contact
        Us | BY PHONE: (206) 938-0570

    PTSK — The
        Professional Traders' Starter Kit

      Home — S&C
      Magazine | Working
      Money Magazine | Traders.com
      Advantage | Online Store | Traders’ Resource

      Add a Product
      to Traders’ Resource | Message
      Boards | Subscribe/Renew | Free
      Trial Issue | Article
      Code | Search

     Copyright © 1982–2024 Technical Analysis, Inc. All rights
      reserved. Read our disclaimer & privacy
      statement.

  

  



