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This outline begins with the general, then becomes more specific.

For trading purposes, always know the longer trend first, then trade in that direction on a
shorter timeframe.  At the same time, there are traders who claim to be proficient at
‘countertrend’ trading.  Caveat Emptor.

Where can we use this information or these cycles to improve our trading?
What are others doing that makes use of these or related phenomenon?

Fundamental vs. Technical Analysis

We often see confirmation of cycles after the fact.
Both technical and fundamental measures give us clues.
Technical Analysis Timeframes

1 minute to 1 month
Confirmation: Look Up and Down 1 level of detail

Market Cycle

Read more: http://www.investopedia.com/terms/m/market_cycles.asp#ixzz3eSa0sNil 
Follow us: @Investopedia on Twitter

1. Trends or patterns that may exist in a given market environment, allowing some
securities or asset classes to outperform others. The securities themselves may exhibit
price patterns in their trading.

2. Trends within a particular sector or industry created by a particular innovation, product
line, or regulatory environment. Revenue and net profits may exhibit similar growth
patterns among many companies within a given industry.

INVESTOPEDIA EXPLAINS 'Market Cycles'
Market cycles are often hard to pinpoint until after the fact and rarely have a specific
beginning or ending point. However, most market veterans believe they exist, and many

http://www.investopedia.com/terms/m/market_cycles.asp#ixzz3eSa0sNil
http://ec.tynt.com/b/rw?id=arwjQmCEqr4l6Cadbi-bnq&u=Investopedia


investors pursue investment strategies that aim to profit from them by trading securities
within the swings of the cycle. 

Market cycles take both fundamental and technical indicators (charting) into account,
using securities prices and other metrics as a gauge of cyclical behavior. 

Some examples include the business cycle, semiconductor/operating system cycles
within technology and the movement of interest-rate sensitive financial stocks.

Stock Market Cycle
Read
more: http://www.investopedia.com/articles/technical/04/050504.asp#ixzz3eSreRJBO 
Follow us: @Investopedia on Twitter

Cycles are prevalent in all aspects of life; they range from the very short term, like the life
cycle of a June bug, which lives only a few days, to the life cycle of a planet, which takes
billions of years.

A cycle can last anywhere from a few weeks to a number of years, depending on the
market in question and the time horizon at which you are looking. A day trader using five-
minute bars may see four or more complete cycles per day while, for a real
estate investor, a cycle may last 18-20 years.

...an understanding of cycles is essential if you want to maximize investment or trading
returns.

Economic Cycle
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Business Cycle
http://econ101-powers.wikispaces.com/Business+Cycle,+Recession,+Depression
Business cycles are the typical ups and downs in an economy. These ups and downs are due to
increases and decreases in economic growth, more specifically real GDP per capita. Positive
growth indicates expansion (increase) in the business cycle, and negative growth results in a
contraction (decrease) in the business cycle. Seen over a longer period of time, the average
growth, or growth trend, shows slow, steady economic growth. 

The Business Cycle – Graphically 
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http://sparkcharts.sparknotes.com/economics/macroeconomics/section4.php

History 

In 1875, William Stanley Jevons observed that in Agrarian (agricultural) society, there was a
“cycle” of good years and bad years of harvest, depending on the sun. Based on his
observations, Jevons was able to develop his Sunspot Theory. 

Jevons saw that in years with more solar flares, crop yield suffered, thus Gross Domestic
Product was lower and the business cycle was in its contraction stage. On the other hand, in
years with fewer solar flares, crop yield was good and GDP was higher, so the business cycle
was in its expansion stage. 

Supercycles
See also:

Harry Dent
Robert Prechter

Kondratieff

http://sparkcharts.sparknotes.com/economics/macroeconomics/section4.php


http://www.financialsense.com/contributors/christopher-quigley/kondratieff-waves-and-the-
greater-depression-of-2013-2020
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http://www.financialsense.com/contributors/ronald-griess/secular-cycles-in-the-us-stock-
market

Real Estate Market Cycle

18 year cycles
Often stimulated by government regulation
Real estate booms often precede depressions
http://www.foldvary.net/works/rebc.html

S&P 500 PE ratio
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US Presidential Cycle
Fundamental Causes:

Need to make a difference early in the term, so later term can be used to campaign, and
ensure economics are good for reelection
Tax and Spend impact on market activity and price, for example:

Increase or reduce capital gains tax
Increase or reduce real property taxes

The 3rd year of a President's term is usually the best for
stocks: http://www.businessinsider.com/us-presidents-stock-market-2012-3?op=1

A theory developed by Yale Hirsch that states that U.S. stock markets are weakest in the
year following the election of a new U.S. president. According to this theory, after the first
year, the market improves until the cycle begins again with the next presidential election.

INVESTOPEDIA EXPLAINS 'Presidential Election Cycle (Theory)'

While the theory played out relatively reliably in the early to mid 1900s, data from the later
twentieth century has disproved it.

Read
more: http://www.investopedia.com/terms/p/presidentialelectioncycle.asp#ixzz3eSxwSYcl 
Follow us: @Investopedia on Twitter

Annual Cycle

Residential real estate prices peak in the spring and early summer
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Sell in May and Go Away, Don’t Come Back Til Labor Day
Some commodity prices spike in winter (e.g. citrus and heating oil)
January Effect

A general increase in stock prices during the month of January. This rally is generally
attributed to an increase in buying, which follows the drop in price that typically happens
in December when investors, seeking to create tax losses to offset capital gains, prompt a
sell-off.
INVESTOPEDIA EXPLAINS 'January Effect'
The January effect is said to affect small caps more than mid or large caps. This historical
trend, however, has been less pronounced in recent years because the markets have
adjusted for it. Another reason the January effect is now considered less important is that
more people are using tax-sheltered retirement plans and therefore have no reason to sell
at the end of the year for a tax loss.

Read more: http://www.investopedia.com/terms/j/januaryeffect.asp#ixzz3eScXNNNN 
Follow us: @Investopedia on TwitterFuel prices peak in the winter
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