Answers to questions

Quote:

	Originally Posted by kermut 



Hello Peter,

.... Now, as always with great replies, follow more questions. 

There's something in your reply that had me a bit confused, the main one being your comment:

Without mirth, what you need to accomplish as a trader is get aboard a move before everyone else does, and not get bucked off by some swings after you get on. That may translate to "momentum" to you, but not to someone else.

How does one get onto a move before everyone else does? My reading has led me to surmise that most trading methods are one of three; trend following long-term, breakouts, and waiting for a pull back once a move has started. The only thing that I can see as getting into a move before a move starts is the break out, but I have seen more breakouts being false breaks than real breakouts. Hence, wouldn't it be more prudent to actually wait for a move to start, wait for a pullback and then get in on it?

It basically comes down to you having an edge that you are aware of that others aren't. You take your trades, the market facilitates you, and you profit because the majority of market participants really don't have much of a clue, even if they have been operating for a long time.

Now, first I thought you were talking about the majority being the retail traders who are just doing this for a hobby and trying to make a small amt here and there. But the last part of the line made me think again. For me the majority in the market are the big boys, and since they have been operating for a while, surely they would have a clue. If they don't have a clue, there isn't much hope for me [image: image1.png]


.

You gave me a list of the big boys, putting them in 3 categories. I couldn't think of who fits in the first category, but the second one is obviously the banks, and who as you said provide the liquidity, so they make their money regardless. It is the third category that I am interested in, i.e. funds. If they trade on price and time, and any derivative of these two, why is it they do not have the "luxury" of us smaller traders of have the option to wait till conditions suit us? Wouldn't they have strict criteria for entering, hence probably having to wait more than the retail trader who can probably exercise a bit of "faulty" discretion?

Lastly, about what you stated as being the open of the session. Was that 6am London time or GMT time, as there is a 1 hr difference b/w them now due to day light savings? Also, will you take trades before the session opening bar, and after you’re arbitrary 9-10 hours have passed from the day before? i.e. say, at about 4am there is a valid entry signal, will you take that or wait till after 6am to take your trades?

As always, looking forward to your reply. 


-kermut-
First thanks for the reply to the other questioner above. You definitely have the spirit of the DIBS method.

Thanks for the questions. I'll try to make the answers as clear as possible.

First--
Quote:

	How does one get onto a move before everyone else does? My reading has led me to surmise that most trading methods are one of three, trend following long term, breakouts, and waiting for a pull back once a move has started. The only thing that I can see as getting into a move before a move starts is the break out, but I have seen more breakouts being false breaks than real breakouts. Hence, wouldn't it be more prudent to actually wait for a move to start, wait for a pullback and then get in on it? 


It is a matter of time frame of those holding and entering trades. The least informed, worse capitalized traders enter last. If you are to be successful trading, you have to find a way to "beat" the majority of money into the preferred trading direction (the market dictates this) so that it can continue the trend after you are in. Whether you accomplish this by entering on pullbacks or direct breakouts like I do it, is a matter for you to decide. To be the most successful overall you probably should chose the method the fewest other traders would prefer--- the toughest to accomplish psychologically or physically. i.e.: staying up at odd hours to accomplish your business.

That which pays me gets my business.

Second--
Quote:

	But the last part of the line made me think again. For me the majority in the market are the big boys, and since they have been operating for a while, surely they would have a clue. If they don't have a clue, there isn't much hope for me 


Just because an entity is big doesn't make it smart. Thank goodness. Otherwise we would all be toast in the trading business. If you become good at trading it will ultimately be because you have learned to pick Bank's pockets.



The banking system has loads of money available to it, but the surest money available to them is to profit from commissions and carrying charges otherwise known as the "carry trade". The people who work for banks are not the Einstein’s many feel they must be. They don't have to do anything creative. Governments need them so much they guarantee them profits, inside information and freedom from failure. Jobs for life.



Third--
Quote:

	It is the third category that I am interested in, i.e. funds. If they trade on price and time, and any derivative of these two, why is it they do not have the "luxury" of us smaller traders of have the option to wait till conditions suit us? Wouldn't they have strict criteria for entering, hence probably having to wait more than the retail trader who can probably exercise a bit of "faulty" discretion? 


They have too much money to place on trades to get "cute" with order placement. You might not have thought much about this yet, but when you finally get to be successful at this, you are going to have many trading opportunities closed to you that NOW you can just trade blithely with a small account. 

The DIBS method is not a method that funds are likely to trade. Not that they wouldn't like to. It just takes too many people with too much individual control to accomplish that. They need to trade large quantities on methods that have reasonable edges by traders that have little control that earn enough for them to maintain a hold on the money they manage. 

A fund that has $500 Million in assets throws off 2% management fees a year ($10 Million) and the fund receive about 20% of profits made in addition. But the guaranteed $10 Million is what the fund wants to be sure to keep. They can use ANY strategy that can make an average of 10 - 20% annually, and doesn't require much trading in and out. They're happy if they luck into a big yearly trend. Otherwise, just holding their own and the capital under management is their main goal.

Long-term moving average systems fill that bill quite nicely, have worked for a long time and keep bringing home the sure money. Why would they want to fool around waiting for trades in the middle of the night when a principal of the fund can make 3 - 5 million by hiring a 70K forex trader who executes a dead-simple system (10 trades a year) that the principal can tell immediately if he is doing his job right by checking a platform 1 minute a day?

Not all funds are alike of course. There are "niche" funds who do have 40 -50 guys trading for them. They do make a lot of money sometimes, but they tend to be smaller (< $100M) and as they get bigger, they expand to slower methods.



Fourth--
Quote:

	Was that 6am London time or GMT time, as there is a 1 hr difference b/w them now due to day light savings? Also, will you take trades before the session opening bar, and after you’re arbitrary 9-10 hours have passed from the day before? i.e. say, at about 4am there is a valid entry signal, will you take that or wait till after 6am to take your trades? 


Ask yourself, when does the market open? I use 00:00 CST or 06:00 GMT as my open. Believe me, if you are off 1 hour due to Daylight Savings time it is not going to be a problem.

No, I don't take trades before the session opening bar. I will take trades within the opening session bar, if the previous hourly bar is an inside bar.

Think I'm being arbitrary about being willing to trade just the first 9-10 hours? Check out the last 20 years of intraday market action. The first 10 are the hours when 90% of the trends that actually develop WILL develop. 

Think about that for a few minutes. Perhaps you might figure out other strategies that might be profitable to you.

I hope some of this has been helpful to some of you.

Thanks again -kermut- for the great questions.

-PeterCrowns-
