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“Quantitative approach for asymmetric results”  

 
DAX: much ado about nothing (recently) 

 

 
Figure 1: DAX future monthly chart 

 
The above is the monthly chart for the German Index DAX. It is important to have a look at it right 
now because many pieces of information can be derived from it. Firstly that the index has been 
diligently inserted in a channel for almost three years and that it moved out upwards only in two 
instances, in 2012 and late 2013: those two instances resulted more in a bull trap rather than a true 
acceleration of the trend. 
 
Since June this year then, the index is shifting lower and sideways, which is telling us that the 
strength, momentum, time and price correlation, has vanished, at least temporarily. You can see 
my horizontal arrow on top. 
 
Another indicator of the lost momentum can be derived watching the candles of August and 
Semptember which basically lock the index inside a wide range from 8903 to 9451 future points. 
Those two candles are one the exact opposite of the other, one (August) is a bullish one while 
September is a bearish one. 
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There where two previous instances where the DAX moved sideways before resuming its bullish 
trend and can be seen at points (1) and (2) of the same chart. However it is important to realize 
that we are not in 2012 or in 2013 anymore. We are in a much different situation. 
 
It can be noticed how different is today from those instances simply looking at MACD below the 
chart. 
 
Anyway looking at the chart we will get a clear message on where it wants to go only when 
breaking August low or September high. Until then, at this timeframe, it is not possible to give 
indications. 
 
Let’s look at the daily chart then and see if we can get some indications. 
 

 
Figure 2: DAX future daily chart 

 
The recent descent of the future has been inserted in a tight channel. The channel can be slightly 
wider if we consider Highs and Lows prices: in the chart I take in this case only Open/Close prices. 
 
What we see is a steep correction (as of now) since the August low hasn’t been violated, maybe 
just yet. However the current October 2nd low is at 9216 future points, not much lower of the 61.8% 
retracement from the high, which is at 9278 future points. 
 
On this time frame any long position can be opened only at the breaking of the bearish channel: 
such breaking can happen easily, what we want is a confirmed breaking. Very often the breaking of 
the channel brings immediately the retest of the previous channel as a support. So what I am 
expecting is a possible movement as shown in Figure 2. 
 
Considering the next bullish movement a mere retracement, the 61.8% one is at 9615 future points 
which coincides with the black line that cut the whole chart. 
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Such black line comes from the monthly chart, so extra attention at that level is imperative. 
 
To wrap up all the above, we can derive from the monthly chart that the German index is giving 
signs of loosing momentum: at this stage it is too early to call it a mere retracement only or an 
outright change of trend. The situation is complicated due to the recent August and September 
candles that give no help at all to understand which direction the index will take. We will know it 
only at the breaking of a 500 points sideways channel in which it is inserted since August. 
 
On the daily chart it seems that the September sell off can be labeled as a retracement and long 
positions can be opened only at the breaking of the tight bearish channel. 
 
At 9615 future points we have a juncture of resistances: one is a trendline that starts from the all 
time high on the monthly chart and the other is the 61.8% retracement of the current bearish 
movement. 
 
The daily set up will be invalidated only at the breaking of recent low at 9166 or even worse at 
8903. 
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emotional aspects of trading and how those aspects have an impact 
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construction for several funds advised by the family office. 
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by Ernst & Young LLP, San Francisco as auditor for hedge funds, 
auditing large single funds and fund of funds. In 2000 he joined 
Ernst & Young in Milan as an  auditor for mid-sized companies.  
 
Mr. Maggioni holds an MBA from IUM and a Portfolio 
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Useful Links: 
 
European Central Bank:                                     www.ecb.int 
Bank for International Settlements:                 www.bis.org 
International Monetary Fund:                          www.imf.org 
Federal Reserve:                             www.federalreserve.gov 
US CFTC                                                           www.cftc.gov 
 
 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclaimer 
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise 
constitutes a personal recommendation. It is published solely for information  purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any 
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the 
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors 
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making 
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The 
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.  
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading 
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For 
investment advice, trade execution or other enquiries, investors should contact their local sales representative. Any prices stated in this report are for information purposes only and do not represent 
valuations for individual securities or other instruments.  
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