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Jake Bernstein’s
Course #2 -- Powerful Market Timing

Introductory Comments

Market timing based on technical indicators is nothing more than educated gu
preconceived notion of market behavior. And, market timin
although based on a different understanding of market trends, is

While the purely technical trader attempts to discern fut

perspective of an economic orientation.
Both types of traders attempt to time market entr

asthey havein the past under ssimilar conditi@ns, or of alogical relationship between their
indicators and pricetrends.

Tovaidatetheir timing indicators, technici ests based on the rel ationship between
their operationally defined rules and histori ' iorIths assumed, whether right or wrong,
that the future will be much li iently similar to the past to alow tradersto

profit fromtheir previously r

irror the past no matter how logical, rational or
thelong and short run priceswill move based on

increasesfaster than supply, pricesare also expected torise.
pply ishigher than demand or if demand isdeclining relativeto supply,

The fundamental trader, based on a structural or theoretical framework of supply, demand, price and
their interrelationships, considers numerous variables -- all related to supply and demand -- to reach
timing and trend decisions.

Experience teachesthat neither approach is as effective astheory would have usbelieve. Market lifeis
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such that a given amount of randomness or disorder enters into price trends, making timing a less-
than-perfect proposition.

Whether timing is based on fundamental's, technicals or on acombination of both, it has not reached
the level of development that allows ahigh degree of accuracy. Intesting timing signalswe find that
an accuracy rate of 60-percent or more for an extended period of time is remarkable, the exception
rather than the rule. We also find that the larger the number of observationsin our e, themore
accuracy regressesto the mean.

To compensate for the inherent weaknessin timing signal accuracy, technical
risk management principles. By limiting risk exposure through the use of mon
losses, theinaccuracy of trading signals can be limited aslong asthe dollar amount o
exceeds losing trades by a significant amount. Whilethisisbg effective as well
aspect of successful trading, itisalsoimportant for tradersto un
tools.

An understanding of the types of timing signals as
invaluableinyour trading sinceit will:

0 usein different typesof markets.

Help you to determinewh ost consistent with thetype of

trading best suited to your

Characteristics of Ti
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