Three views:

1) Waves

2) Price bobs up and down on top of water , at some point price goes down but comes back up again.

3) Store 

4) We run a store. We stock up on KO when it is wholesale and sell it at retail prices.

5) channel traditional 

We look at Bollinger Bands and Stochastics.  When KO hits lower volatility/price range and is oversold, we buy.  We sell near the center of the Band.

THE STRATEGY

timeframe:  assume we wish to generate 22 trades per month (why?  Will come back to this later)

Buy when KO dips down ($1), then sell .5 pts higher.


You are assuming here that due to daily, and weekly fluctuations that at some point KO will drop down to an undervalued (most people will eventually pay more for it) state and your buy limit order will trigger on that fluctuation  which is below the average value or the average high. In other words you are buying near the low extreme of a weekly bar and selling near the midpoint or high of a weekly bar. This will increase your percent wins but give only a small gain per trade.  (Lots of trades, high win rate, low profit per trade). This is a winning strategy as probability works in your favor.  You will end up with

Something like 25 cents for every $ risked per trade.

.25 x number or trades/mo. x amount risked

To be more scientific about it we must determine what the average value someone is willing to pay for it, and whether or not it is going up. (at least not going down).


a)determine slope of the 22 week ema (determines to be long, short, or stand aside)


b) If you take the average low of the last 10 days you will have a working idea of what “low” is.  If KO trades .25 to .5 above this low level you buy.


c) We find the average high of the last 10 days.  This is the maximum someone will pay.


d) The “average” price Joe Anybody will pay is simply the 10 day ema.


e) The price you will set your sell limit order at is (max ave – 10day ema)/2.  We divide by 2, because we only want a steady, sure profit with lots of trades.

When definitely not to buy:


1)When weekly ema is down sloping


2) when fast macd cross down

6) 3)when Macd histogram ticks down

7) when daily indicators show oversold

8) when near top of bollinger band

9) when near top of channel

10) when near heavy resistance

Conclusion:  Using our Risk Model to position size of bet we:

1) Make a checklist:

2) weekly ema  up slope

3) fast macd not crossed down

4) check Bollinger band, channel, and resistance

5) also could see if obv has any warning formation and candlesticks likewise show no danger signals

6) average low of last 10 days = lll  (10 day MA of lows)

7)  average high of last 10 days = hhh (10 day MA of highs)

8) value of 10 day ema of closing prices = ccc

9) If no reason not to buy put in buy limit for lll + .5  (this means good chance of getting filled)

10) Upon getting filled put in sell limit for (hhh-ccc)/2.  

11) We continue this until we have our maximum risk.  

12) We could further refine the system to start reducing positions of what we have in inventory if the first 4 signals flash an early warning.
