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Alles was man Zählen kann

zählt nichts.

Philosopy of Market Analysis 

in Summary:



Philosophy

ÅThere is no mathematical-based system 

ÅWe live with random and unforseen events

ÅMarkets display repeated behavor, but never the same

ÅStrength is in flexibility

ÅPrice is an abstract and the best information we have



ÅObserving a set of data (information)

ÅDefining and classify the data or observation.  

What do we do with it? 

ÅWe label and classify our set of observations

ÅWe predict:

ÅWeather

Ådisease progression

Åprice development. 

Å. 

What is Pattern Recognition?  



To complete the puzzel
We create order out of 

what appears to be chaos



ÅHyrogliphics

ÅMaps of terraine

ÅCharting of price change over time is perhaps the first 

application to visualize abstract information

Patterns of Order out of Chaos



hieroglyphics



START Here!

Trees!

Pond!

MY TREASURE MAP

Whopppee 

Treasure!!!!!



ÅTechnical indicators are derivatives of price  

ÅAre tools to enhance perspective on price

Åinfluences onto price are in constant flux

Åcollective human sentiment driving prices, 

can never ever be quantified with 

absolute certainly.

ÅIs the Price Right?

Patterns and Price: order



ÅFibonacci Ratios ÅElliot Wave Pattern
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Common Pattern Recognition 

Methods
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Candlestick Charts
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VOLUME BASED CANDLE STICKS



ÅThe Randomness controls our lives. 

ÅStatistics and models are helpful tools.  

ÅWe impose the logic of gaming and chance 
into the marketplace.

DAZZLED BY THE NUMBERS!!



RISK STATISTICS AND OTHER STORIES



Order? Or Chaos

ÅDo risk management models meet an 

emotional need to impose an artificial 

order where we cannot see the order we 

crave? 



ÅIn the real world most investors have only 

one scenario: 

EXPECTATIONS

Your trade will be profitable!



Å It is not

Å influences onto price are in constant flux 

ÅCollective human activity and sentiment  that drive price, can 
never ever be quantified with absolute certainly. 

Å Acting on that belief will lead to disaster

TRADING IS EASY!
Why do grown men do this 

to themselves?



We have covered:

ÅBasic Philosopy

ÅA broad definition of what pattern 

recognition for price analysis

ÅCritical thoughts about the tools we use to 

create a sence of order and direction out 

of chaos.

There is more.......



Sancho calls out to his Knight, ñDidn't I tell you, Don Quixote, sir, 

to turn back, for they were not armies you were going to attack, 

but flocks of sheep?ò 

The DELUSIONS WE SHARE



ÅAbsolute extremes of emotion seen in 
price (bubbles, squeezes, panics) leave 
tell tale patterns.  

ÅAs observers of price, we can identify the 
footprints of crowds and herding behavior 
in the market.  



We can predict with a degree of reliability  

behavior  driven by universal human emotions



Sensibility and Price

ÅñTo make a decision, emotion is the 

necessary trigger (and) without emotion, 

one would be reduced to the state of an 

idiot savant who goes on endlessly 

calculating without the ability to make a 

choice" (Olsen, 2008)

Cognitive Dissonance: The Problem Facing Behavioral Finance

Author: Robert A. Olsen a

Journal of Behavioral Finance, 1542-7579, Volume 9, Issue 1, 2008, Pages 1 ï4



ÅHUMAN SENSIBILITY

ÅA Few Thoughts on Risk



Human Sensibility can the the strongest 

influence on price



ñRisk is not knowing what to doò
Warren Buffet



The waves we navigate are random



Åunpredictable weather, we remain flexible 

and ready for what the gods will bring.  

ÅWe manage our risk by considering the 

truths in front of us and not our 

expectations. 



ÅPrice measurements reflect collective 

decision making by participants.

ÅPrice representes the consensus ?

ÅMarkets display patterns we can classify

ÅOur Risk is reduced with a Plan

ÅMarkets demonstrate patterns observed in 

natural systems

Summary



ÅA single pattern in isolation, is incomplete



Market as 

closed Pot



ÅMarkets, can be compared to closed natural 

systems

ÅThis behavior presents us with identifiable 

patterns

ÅMarket cycles display price patterns

ÅPatterns reflect new disturbances in the 

market

ENTROPY 



ÅWhen in equilibrium, a market waits for a 

new information (disturbance) to move it 

out of equilibrium and into the next bull or 

bear cycle.

ÅInfluences on price are in constant flux

ÅOur only constant risk is the unknown.



What Drives a Cycle?



How can I trade this?



ÅSupport and Resistance are essential 

tools for pattern recognition.

Resistance

Support

Support

Resistance

Defining the Bull and Bear 

Cycles in our Entrophic System




