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Time Shift Theory


From all we have seen, increasing number of lots will increase our profits while also increasing our risk.  But as we shift to smaller and smaller timeframes we see that we increase our expectation and Risk/Reward and reduce Risk.

To move, we shift to a smaller timeframe. We get greater profits at less risk, as long as we have optimum risk control on the longer term above.

Therefore:  We should not increase #share (lots) on any one timeframe.  Instead we should SHIFT  existing lots by always moving to one shorter timeframe!!!

I.  To add additional shares – Always move to one timeframe smaller.

 If we bet 300 shares on L1 timeframe, Once we buy them they should be distributed as follows:

Buy 300 shares at start of L1.


Sell 200 shares L2  at the L2 sell Limit



Buy back 100 shares at the L3  buy Limit

This simple procedure leaves us with

                                                . 100 L1 timeframe

300 on main   ………………..   100 L2 timeframe        

timeframe                                          100 l3 timeframe

In this case we only have 1 lot operating on each timeframe with each timeframe having only one buy/sell limit set for each day.

We can continue indefinately, but eventually we reach a spread that because of commissions & slippage is no longer useful.

Since from data we see that a 5xtimeshift results in a 2x profit of a simple singular investment at L1,  If an investment in L1 with 100 shares produces 3 points for L1,

Timeshifting with an additional 100 shares produces an additional 2 points for L1 (for reduced risk) and thus increases expectancy.

Timeshifting again would produce another 2-3 points for L1.  So starting with 300 shares and timeshifting them we get 8 points, so what would have been a simple 3 point gain for 300 shares on L1 would now , because of timeshifting, become a gain of 8 points or 1.66 times greater!  Thus our expectancy has risen with no additional risk for L1

This makes intuitive sense if we look at a channel and slide it through a “time compactor”.
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We wish to buy 300 shares on timeframe L1 and find optimum prices to set sell stops at for each lot of 100 shares.  But what we find is those limits which are closer to the median are actually optimum statistical deviations for the next smaller timeframes.

Limit#2 is not ideal (not much spread) on this timeframe.  We may hit it often but not for very many pts each time. – But, on the next shorter timeframe it is the ideal fit.

The lower sell limit is actually the “best fit” single best price for the next smaller timeframe.  So we use our stop for the present timeframe and shift down to the next shorter timeframe and run our game there with its optimum spread.  (i.e. we wish to get a transaction on almost every BAR of this shorter timeframe for a small pts gain each time..  It may be one day, or 120 minutes etc.  This is a high win rate small profit for each bar.

This gives us a higer expectancy for no additional risk.

Each smaller timeframe adds approx one more profit potential to the original L1 timeframe.

If L1 would have produced 3 pts by itself



L2 will produce an additional 2 pts




And  L3 an additional  1 pts

Now, 300 shares would have originally produced 3 pts.  But as seen from L1’s perspective, it has now produced 6 pts by timeshifting!

(Stops are always calculated for each timeframe by going back one timeframe)

Formula is:

Profit of L1 = raw profit L1 + profit of L2 + profit of L3

~=  New Profit potential of L1 = Orig. profit potential L1 x (1+2/# of timeshifts)

Result:  1) Higher expectation


  2) No additional risk

Method:

We go long as usual, looking for a good buy.  We see a trade.  Just as usual we calculate our stops.  We buy 300 shares (whatever our risk model allows)

Now, we have 300 shares as usual.  We are waiting for it to go up to our profit target.

We are waiting for it to go up (or stop out).  If it stops out we take our 2% loss.  On to

Next setup.  If it goes up we timeshift our 300 shares. – This gives us more “bang for out buck”.

Each lot of our original 300 shares is operating on the original stop (the longest timeframe).  So if the whole thing stops out we are out our original 2%.

If it goes up well it produces more profits than it would have by itself.

By timeshifting we shift 100 shares to the 1st shorter timeframe, 100 to the next shorter timeframe and 100 to the shortest timeframe.  All 300 shares are still within our original

Long term trade.

So far we have talked about buying 300 shares and parcelling them out .But this can work in reverse for less risk.  You can start with 100 shares on the shortest timeframe

And keep adding as timeshifts higher become available.  You would be “adopting”

A longer term trend  already in progress, and also would change your stop appropriate for this longer trade.

A note about “stopping out”:

 We could take timeshifting to another extreme:


When we “stop out” of a shorter timeframe we don’t sell we simply stop

Buying and selling until it becomes available again.  In the meantime those shares

Are given back to the next longer timeframe to use.

This is the opposite of how we got in, in the 1st place.  Finally we get back to our original time with its original stop – all 300 shares.


Only by this time hopefully we have booked a handsome profit on all the buying and selling those shares did for us on the shorter timeframes.

Now we wait… if we stop out of everything we have made our profit + extra on our original trade. (Remember we are adjusting our stops up every day as price moves in 

Our favor).  If price goes back up again we once again timeshift our shares out and

Continue to play.

This is the thinking process which brings us finally to the implementing stage, which becomes much simpler.  Basically, we have a wide channel, with buy and sell limit orders

Banded throughout it.  We also have some highs and lows moving averages.  AND WE have ONE  large red STOP line.

.

Each limit order will have each day a certain number of our shares allocated to it.

As we go along in the discussion each part will be broken out separately and discussed


What follows is a not so brief discussion of how we came up with the simple implementation strategy:
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Rules:  1) If 2ma shares fall below 2 ema lows line, then use 10 ma signals for those shares.


2) if 10 ma shares fall below 10 ma low line then use Absolute stop for all shares

We start wondering: 1/3 of a shares make 2x the original target, ½ our shares of this make 1 X more again.


Hypothesis:  For each timeshift reduce shares by ½



Biggest timeframe gets 2x more which in turn gets 1 x more



Each timeshare (timeshift) should have  total shares/#timeshifts

What is the optimum # shares of original timeframe to buy on each buy limit order tier?

If we have 200 shares to start and we trade these on timeshift#1, Our original 200 shares will make 2X more than if we didn’t use timeshare (timeshift).  Timeshift#1 has double the potential as original timeframe.  If 100 shares of the 200 are traded on timeshift#2 as well….
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Rule:  If we get a buy limit on timeshift 2 it takes precedence over timeshift3.


Solution:



DYNAMIC ALLOCATION OF SHARES  (SHOWN FOR JUST 2 TIMESHIFTS)

With our 200 shares, the ideal situation would be that ALL 200 shares worked as much as possible on the smallest timeshift. This is because they are just “hanging around” waiting for something to happen on the longer timeframe (waiting for the next wave).

So put them to work, let them do something useful while they are waiting.

So we put them on shortest timeshift.  But if we get a buy signal from longer term in the meantime they are used instead for that signal.   The sell signal should remain on the shorter term.This forces the 200 shares we have on timeshift#1 (that are working on timeshift #1) , to work while waiting for timeshift#2.

This means that though we buy on timeshift 2, we let out shares continue to buy and sell on timeshift#1(They vibrate around while we are waiting for timeshift#2 sell signal.

This puts all of our shares on both timeshifts simultaneously.

Practically speaking how do we accomplish this with sell and buy limit orders?

The narrowest buy limit will always control our 200 shares.
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Rules: If sell LIMIT #1 >= sell Limit #2   sell all shares



If buy limit #1 <= buy limit #2 buy all 200 shares



If sell limiit #1 < Sell limit #2 it will “hog” all the shares for its timeframe.

We need to give some shares to sell limit #1.  But how many?



½    1/3  10%  ????

ans:  Whichever limit has more latent potential should get more shares.

The distance between limit#1 & limit#2 measures this potential.

Roughly speaking:  when limit#2 is far from limit#1 it should get more shares.

  Therefore if limit#2 is close to signalling a buy, it should have more shares.


Rule:  If Price-limit#2 <=.5 then more shares for liimit#2

Finally we get:

Timeshift share allocation formula:


Number of shares to place at limit #2 buy:



Total shares we own – ((median-limit#2)/limit#2)xtotal shares = # shares to buy (limit#2 buy)

This means if we have 200 shares and limit#2 is calculated today and it is near the median, it has little potential to make us money.  We don’t want many shares tied up here.  So we shift our attention to limit#1.  If it is far from its median we put all our shares here.

DYNAMIC ALLOCATION:


Each day we calculate the number of shares of our total to put at each buy limit.  For positions we haven’t opened this is easy.  We just see how many shares we can buy (according to our money policy) and look at our daily spreadsheet showing our buy limit#1, our buy limt#2 and then look at our calculation of how many shares we can buy and allocate the correct proportion to each buy limit order.
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Price today is what % of distance from Median to Buy liimit #2

((Median – Price)/(median-buy limit#2))* total shares = # shares to buy on liimit#2

example:  buy limit is 49.  Price today is 49.5 and median is 52

Price is close to buy limit #2 trigger.

2.5/3 = .83  so 200X.83 = 166 shares go to limit#2




200-166 = 34 shares go to limit#1

One More Point:

We must always go to breakeven stop on the long term as soon as we have covered our risk.  “KEEP YOUR LOSSES SMALL”



SUMMARY

What you have here is a channel trading system.

You have a wide graph showing several price levels throughout.

We arrive at these bands through a lot of reasoning, but in the end

They are simply price levels.  We buy certain numbers of shares

At each price level and sell certain number of shares as price reaches

Each price level.  Actually implementing it is not difficult.  All the

Calculations are done by spreadsheet.  All you have to do is put (or change)

3 to 6 buy and sell limits each day with the correct number of shares.

I believe it is very powerful.  At every step it seeks to stack the odds firmly

In your favor.  It eliminates emotion and uses the strength of probability and statistics that insure long term survival and consistency.  It combines technical anlysis, risk control, and position sizing

Into one system that tells you what to do each day.

And it is all yours for only $999.98

PART II

We now come to the last and greatest leap.  But first some odds and ends.

Indicators:

The system uses a set of six indicators.  These keep you out of trouble and also

Make the system more efficient.

Weekly:

MACD-H

SLOPE OF 22 WEEK EMA

Daily:

13 day ema slope

daily MACD – H W/ LINE

STOCHASTICS

FORCE INDEX

THERE ARE 2 LEADING (TRADING RANGES)

AND 4 LAGGING INDICATORS(FOR TRENDS)

SOFT STOPS:

ARE STOPS THAT ARE APPLIED ON ALL TIMEFRAMES.  THEY DON’T ACTUALLY SELL YOU OUT, THEY TURN OFF CERTAIN TIMEFRAMES

WITH THE AID OF INDICATORS, SO THAT YOU CAN REALLOCATE

YOUR SHARES TO PRODUCTIVE TIMEFRAMES.

While STOPS save you, these will keep you from getting into bad trades, and will maximize your profits by “turning off” certain LIMIT TIERS when they have problems.

The System in Action:

Using recommended timeframes of 

200 day    50 day    10day   2 day

With this system we have 3 timeshifts.  


This produces 4 sell limit tiers

And                             4 buy limit tiers

You buy an “investment” on the 200 day chart.


Buy x shares and distribute them among tiers as per the spreadsheet.

So many you put at sell limit#1, so many at sell limit#2 etc….

Initially there will be very few shares at the 200 day sell signal levels.


A few more on the 50 day limits


Many more on the 10 day



And Much , much more on the 2 day.

Notice that you already “own” all your shares (your original investment).

You are taking them and making sell orders at a number of different prices.


You immediately start getting hits on the 2 day.



A few days later the 10 day becomes active..




Finally the 50 day triggers will get close, but by this time



Your allocation strategy (it’s in your spreadsheet) will have slowly



Been shifting your shares to this limit.  It goes off and causes your



Allocation calculation (your distributor) to again shift shares back




Towards the 2 day.

Your 200 day limit will be set close to your original target for your investment.

When you finally get close to this your shares will be allocated to it.

Now, you are watching your 6 indicators (they are part of the system)…

One day the 200 day indicators signal danger and you go ahead and take profits on your investment  or…


Your signal limits hits on the long term.. or…



The trailing stop which you have been dragging up behind you the



Whole time your investment was going up hits.

But it will have made approx. 4x what it would have made otherwise.

If the long term investment doubled in value…

You would have 8 times what you started with!

  And…. The only thing  you needed to do was your daily homework.

If you kept refining the system you would eventually have a continuous timeshift

That spreads smoothly from shortest to longest timeframe with infinite

Price tiers – 1 share at each tier with its own individual signal…



But that is another story…..

So on one timeframe only we are finding our limits by constructing a channel of the

Average highs and lows.  We apply a “delta” above and below these limits to make

Sure we buy and sell often, and for the optimum spread .  Indicators are watched daily

To see when to “turn off” this timeframe.

Softstops (again):

Softstops are certain levels (lines on the graph) within the channel that “turn off”

Particular timeshifts.  This timeshift is in a downtrend, dangerous, or simply not

Productive.  We return its shares to the pool for other timeshifts to use on their limits.  Softstops are turned on and off by a combination of our 6 basic indicators and Safezone stops for its own timeframe .(softstop lines).

Maintenance:

The system must be serviced on a daily, weekly, monthly schedule.

Channels must be checked and realiigned for optimum performance.  Deltas need to be re-adjusted as required.  This is a simple procedure.  The timeframe ema of lows

Is refitted to actual data manually by inspecting the chart.  Then optimum deltas are calculated by looking at our 10 day averaage of “amount left on table” column

Of our spreadsheet.

Components of Sysstem:

Master Chart  our game plan in visual format

Spreadsheet  shows all our limits, numbers of shares and results

Document  … Explains how plan works

Daily   action/maintenance document, with feedback & review

Monthy/Weekly   notes and observations

OPERATOR …Must understand system, do the maintenance, and follow the rules

Results:
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An engine running on inexhaustible fuel that can be tuned (timing), fuel per cylinder

Regulated by a carburator that produces profits from bull-bear energy, that has been 

Converted by machine (our system).

Compression is Bulls and Bears forcing piston to one side of cylinder or other.

Combustion is price forcefully returning by spring action back to the norm.

The energy comes from the mass psychology of mobs knocking price back and forth between extremes.  We are just harnessing this energy for our purposes.

Now what we started at the beginning of part II.  The big leap.

If you modify our dynamic share allocation with an additional signal we can make a mirror image of our system, turn it upside down and bolt this “top engine block”

To our pistons.  You guessed it…. That additional signal is the +- signal…

Better known as selling short.
If you do this, the machine will keep running indefinately through all markets.

It will automatically change gears ..slowly.. into reverse during a bear market.

Your allocation strategy with its new signal tells you how much, what level and short or long.

Now you have a system that fires on 4 cylinders from both sides of the cylinder wall and runs continuously no matter what the market is doing.  An engine designed for maximum fuel efficiency to run forever on inexhaustable fuel.

There is no longer a question of stopping out (very inefficient use of energy).

As price falls our system gradually has been shifting shares to the short side to run those timeframes.  There are now only soft stops..Points at which our share algorithm (distributor) turns off certain limits, returns shares to the pool , and re-allocates them to productive timeshifts,limit levels, and long/short status.  The only thing to do now is our daily maintenance and cheking for leaks!

We have a machine running contimuously with a continuous automatic transmission that slips slowly into reverse.  We have an inexhaustible fuel supply.  All of this is not

Just theory.—WE already have 1 cylinder working!  And we have reasoned through all of the rest (hopefully consistently and sensibly).  

We are no longer traders and investors.  We have a totally new and unique perspective.

We are now mechanics in charge of a machine that makes sure all the parts are maintained properly.  All we do is adjust, tweak, and watch for leaks!

Note:  If we can get one cylinder firing properly on both short and long sides then we can add cylinders as we go along.  

Our allocation strategy is modified now it gives shares still on the premise of greatest potential but it also looks at the short side.  If the next timeframe up cannot prove it has a greater need for the shares (based upon distance of price from median to the limit),

Then the smaller timeframe gets them to “short” with.

Notice that we are still only playing with our original shares with their orignal Risk.

But now we are going to make them work really hard!  Not only must they move back and forth between timeshifts they must look at + and – signals., not just limits.

Now any motion of our stock (KO) whether plus or neg is harnessed to produce energy (on all timeframes) by dynamic share allocation (It tells how much, which limit, and long/short.  Because of this you get the “gentle reverse” when the market

Turns bearish. 

So we devise a set of rules for our Dynamic share allocation distributor:

It tells us

1)how many

2)which limit

3)which “head” bottom or top to fire on



Go short if potential of limit#2 (long or short) is < potential of this timeframe long or short)


Go long or short on this timeframe depending on which has the greatest potential.

Now on one timeframe this is simple:


If price is near sell limit: take shares from our pool and “short”




In other words 2 x what we would originally sell at this point.

The question is can we make more long or short at this particular point in time on this

Timeframe than going long or short on the next timeframe up?  If so it must give us its shares for today to use.  If it has more potential it gets to keep them.

This additional allocation strategy is not just theory.  We can actually look at our liimits and distanaces from mediian that price is, and calculate how to make an objective decision and rules.  Long/Short, how many.

You may look at all this and say “this is really far out!”.  “But is it true?

“this is all theory, could it actually be put into useful practice?”,

If it worked surely everyone woul be doing it..

The answer:

Maybe institutions are already doing something similar, but you know what 90%

Of normal investors and traders are doing because we are them!

Who has the time?  They are interested in quick profits on one timeframe.

It is this very behaviour that this system captures.

If you don’t imagine, envision and dream up something first it can never come into existence.  So this must be the first step of any invention.  All inventions started that way.

Through all the steps of reasoning this through I have tried to be extremely logical and look at the pros and cons of each step.  I have tried to be pragmatic and practical using

Facets from all the trading books, technical analysis etc that I have studied.  Also money management, and risk control are integrated.  Aspects of it will naturally have to be modified but I have seen enough real data to convince me that this is a reasonable

Perspective to take to harvest a consistent profit form the incessant movement of the markets.  
The market is trending only 15% of the time. So we particularly use the 85%

Of time that it is not trending…. Odds are more in our favor.  Traders try to capture the trend, we do the opposite.

So… I think it is possible.  Why not try it?

I haven’t come across anything quite like this in my reading.  I have found pieces, but never an entire system.

If everyone were doing this, the markets would go flat because each person would be “jumping in front of” the next person to capture the spread.

The fact that the market is not flat shows us that most people are not playing this way.

I have thought about this long enough and seen enough real trades to conclude that the potential is so promising it deserves more time and effort than any other strategy.

There may be gaps in the system implementation.  This is a “draft’ trying to get the main concept on paper while the ideas occurred to me.  (Especially I haven’t fully developed the short side algorithms) 

We are now simply mechanics converting raw energy fluctuations (almost random Bull-Bear power potential differences—voltage) into energy flowing

 in one direction-----(  our pocket!

We have a big combustion engine here whose fuel is inexhaustible.  It runs on Bull-Bear power.  Bull-Bear power is fed into each cylinder by our distributor (dynamic share allocation) and it fires on our various buy/sell limit settings.  Our only job is to make sure it runs smoothly.  It should be able to run perpetually.  Now it can get even more powerful by adding on an afterburner.  We divert some of our profits back into the engine.

We have gone from a single cylinder firing somewhat erratically, to an efficient cylinder, then to four cylinders, then to four cylinders firing twice, and now an afterburner.  So our energy efficiciency has gotten better.  

ADDED AFTER 1ST REVISION:
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It is extremely important for this system, to realize that a completely new “mind-set” or perspective be put into place.  We must train our minds to not think with fear and greed, profit and loss.  It is in fact greed and fear energy that we are harnessing.  Our perspective

Is an integral part of our system.  It is the driving force that makes it work.

It is essential to adopt the attitude of the ace mechanic for our engine.  Once we do this all sorts of new ideas and possibilities arise.  We are always striving to increase our engine'’ efficiency and performance.  We are always trying to extract the greatest amount

Of power from our fuel.    

How do we convert erratic energy from the market to useful directed energy?  (i.e. profits flowing continuously into a rising equity tank.)

(After we reach 100% per year return we may not care how efficient it is if it serves our immediate requirements)

Some examples of how this new perspective can help us imagine:

1) We would like our engine to run very smoothly.  Fire on all cylinders all the time.

In fact we would like it to fire on every single bar of every single timeframe.

How do we do this?

For one thing, we could add phase shifted energy.  Put ½ our money into GE and the 

Other into KO.  That way when one doesn’t hit on a particular bar the other one may.

Further you could optimize by finding 2 stocks that




1)are slightly out of phase with each other 




2)Find stocks with greater potential energy. (wider channels)

You just keep going on like this.  There seems to be no end to the number of tweaks you can do once your attitude has changed….

Another example:

2) Deltas:  deltas are the distances from the highs and lows averages that you set your limits at.  An optimum formula can be devised for calculating this.

Which is better .2 pts gain every bar for 22 bars or

2 pts in only 2 bars out of 22?

You could find the exact optimized delta

Another example:

3) More machines—You can have 3 machines running at once at 2% risk each according to our risk model.   But once the risk has been “paid off” each machine can be brought up to breakeven and another machine brought “on-line”

This idea alone is extremely powerful because the shorter timeframes tend to “pay

Off” the risk very quickly.  You could easily find yourself with 10 machines running at one time.  You only have to decide how much time a day our workday consists of to do the maintenance required.

4) You may devise “floating limits”, or “rotating limits” that capture more energy.

The limits may change dynamically in response to the action of price momentum,

Inertia, etc.  You may have a “governor” that feeds statistical data into your

Limit setting algorithm.

You just pick one thing at a time to work on.

Anything is possible.  Efficiency can get better and better, more and more.

But…. It will be much easier to find improvements if the perspective is changed.

It is essential to approach it from this perspective for optimized performance.




Goals and Risk

We are strapped into our rocket.  Our eyes turn to the distant star we are headed for,but this is not enough.  Most of our attention should be on our engines.  Otherwise we may never make it.

We have two engines.  The main engine (longest timeframe) and the thruster.

Now, in a way RISK is the fuel.
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As the main rocket fires and starts off the launchpad it looks like this:
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The thruster is also using up fuel.  In fact from our data on the smaller timeframe it is burning at a rate of ~.5R per trade (~.25R per day).  Our original fuel, R(2% of equity),

Is being depleted at a rate of .25R/day by our thruster!

Now if our R for main eninge = R for thruster we will use up all our R in just 2 trades!

At this point you have broken free of gravity.  We go “breakeven” and start a new rocket.

Also note that gravity lessons as we go up (the stop loss of Rmain keeps getting pulled up.  So we should be able to launch this baby into space pretty quickly and get our

Next rocket with 2% equity fuel ready.  The main point here is to watch the RISK of the longterm investment.  As soon as it is paid off from:

1)its own price rise

2)rise of stop loss past entry point

3)gain of smaller timeframe

We should go to breakeven.

This is because we are only correct 40% of the time on the long term.  By going breakeven quickly, we  are going to improve this.
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Can this be done practically?  Yes, a few more columns on our spreadsheet.

Now we are “breakeven”.  We may “stop out” more often but this will bring up our % wins which will improve expectancy for the longer term.
We have a “master system” maximizing our equitie’s potential, coordinating and orchestrating all of our actions towards % annualized return.  This is a strategy which includes the operator, his money, and every “system” which may be running…into

One all encompassing plan.

LAW:  R = RISK= 2% of equity=Maximum amount we bet on any one thing.

KO main engine available ………thrust   .14 R per day

KO thruster available…………..   thrust   .25 R per day

KO rocket burn rate ……. = .39 R per day 
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The faster we can burn R the faster we are on to our next trade.  
The more our % annualized return will be.

We can:

1) Find a strategy that allows a high number of trades per day.

2) Find a strategy with a better gain for what we risk per trade.

But everything we do in the year must burn our constant 2% RISK as fast as possible.

Fast rate>annualized return>goals.

