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Forecasting markets movecc
ments is at the heart of the fitc
nancial industry, from traders 
to policymakers.

Contemporary economists, 
continue to pursue the perfect 
economic forecast despite 
abundant evidence that it does 
not, and cannot, exist.

In the economics profession 
the leading inheritors of this 
communistic mindset are the 
proponents of rationalcexpeccc
tations theory, which assumes 
that the economy and the indicc
viduals within it act with percc
fect foresight. Equally weak are 
the more fashionable school of 
behavioural economics, or at 
least those of its practitioners 
who claim that although people 
are irrational, their irrationality 
can be modelled so precisely 

that the future can be forecast 
with great precision.
There is nothing new in ecocc
nomics about the idea that 
people must make decisions 
based on imperfect knowledge. 
Frank Knight gave his name 
to “Knightian uncertainty” 
thanks to his 1921 book, “Risk, 
Uncertainty and Profit”, which 
noted that most business decicc
sions involve a step into an uncc
known that is to some degree 
immeasurable. And John Maycc
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nard Keynes observed that “human 
decisions affecting the future, whether 
personal or political or economic, cancc
not depend on strict mathematical excc
pectation, since the basis for making 
such calculations does not exist.”

Basing my model on imperfectcknowlcc
edge, the main aim is to show that fitc
nancial markets dynamics present regcc
ularities that can be classified and used 
to effectively allocate funds.

In Keynes’s sense, uncertainty is recc
lated not only to economic data, but 
more interestingly to the very struccc
ture of the models adopted to intercc
pret the economic reality. Hence, the 
existence of different points of view 
on the evolution of the economy, even 
when the valuations are based on the 
same information set. Adding to this 
is the existence of different objectives 
characterising different financial institc
tutions (for instance between a hedge 
Fund and a life insurance company), 
which also imply different time horicc
zons hence distinct reaction functions. 
Therefore, in a system characterized by 
uncertainty markets dynamics depend 
on complex interactions. To start with, 
the new information is filtered and intc
terpreted, generating also conflicting 
valuations on the new fair price. ( For 
instance, the recent FED funds rate cut 
–12/2/07c and the coordinated auctions 
package to alleviate the credit crunch, 
are to be interpreted as an intervention 
able to solve the current moneycmarcc
ket problems or as the Central Bank’s 
anxiety that the economy at large is gocc
ing into deeper waters than previously 
thought).

Second, a dynamic response follows 
from the market, not an immediate adcc
justment, which depends on the comcc
plex interaction among different modcc
els and different functions of reaction.
Third, the specific price path is ditc
versely interpreted by different market 
participants. Some of them can concc
sider the price getting closer to its new 

equilibrium, while others may interpret 
that dynamics as an accumulation of 
disequilibria. Moreover, the specific 
market dynamics can, with time, lead 
some market participants to change 
their view on the level of the new equicc
librium.
At last, normally the appearance of new 
interpretative models initially polarizes 
the reaction functions, being followed 
by its assertion as the new sector’s best 
practices, hence producing market hocc
mogeneity of reactions.

Despite such a complex system, the 
methodology presented in this note 
shows that a finite number of dynamic 
regularities are observable, and can be 
classified and consequently used to antc
ticipate market movements and build 
strategies to actively allocate funds. To 
this end, an optimisation process is run 
to analyse the frequency of regularicc
ties occurring, and a stochastic model 
is built to compute the probability that 
any given pattern of behaviour will 
complete.

Though not perfect, this methodology 
often gives a high probability of anticicc
pating the forthcoming market movecc
ment.

To show how this works, I have decc
fined three major market dynamics 
and examined the Mini Dow Jones Incc
dustrial Average futures market (YM) 
from 2002 to 2007 on daily price bars 
–continuous contract, regular trading 
hoursc. These model’s conditions have 
been validated with simulated trades 
recorded in official Audit Reports 
from a major international Brokerage 
House.

Model’s Pillars
In my analysis, financial markets are 
complex adaptable systems, where parcc
ticipants determine market cycles.

Market cycles are the results of parcc
ticipants’ reactions to the inflow of 
information, which includes all types 

of markets related news, from a quarcc
terly result to a FOMC voting member 
speech.

All this information inflow, will lead 
to short term and long term patterns of 
behaviour that will form different, yet 
repetitive, market dynamics. For the 
sake of simplicity and to avoid deviacc
tions from the main aim of this note, I 
am not going to refer to ‘micro types’ 
dynamics and risk management model 
applied to portfolio allocation. Instead, 
I will concentrate on three major marcc
kets dynamics, which show participants 
interactions at a macrocmarket level. 

Macro market dynamics
1) The first macro market dynamic is 
a pattern of behaviour determining 
a trendcup or down. As the trend decc
velops, regular prices retracements are 
observable, which take a symmetrical 
form as shown by the red segments in 
Chart 1, where YM 2007 Daily Openc
HighcLowcClose (OHLC) price bars 
are represented. This is a cdown trendc 
Symmetric dynamic where the markets 
are driven by a predominant presence 
of big size traders who recdetermine the 
market value. These phases are characcc
terized by above average volume. The 
HighcLow range over the trend period 
is medium to large. 

Chart 1:

2) The second macro market dynamic 
is a pattern of behaviour determining 
regular and repetitive Ups and Downs 
of prices, which take a ZigcZag form as 
shown by green (Ups) and red (Downs) 
segments in Chart 2, where YM 2006 
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Daily OHLC price bars are representcc
ed. This is a ZigcZag dynamic, where 
the markets are influenced by mediumt
big size traders who preserve and decc
termine regular and continuous turncc
ing points in the market cycles. These 
phases are characterized by average 
volumes. The highclow spread over the 
ZigtZag period is significant.

Chart 2:

3) The third macro market dynamic 
is a pattern of behaviour determining 
sudden price spikes out of low volume 
and volatility trading. Although with 
different forms (Random) price spikes 
preceded and followed by low volumec
volatility trading are always observed. 
In Chart 3, where YM 2005 Daily 
OHLC price bars are represented, the 
grey segments represent the low volcc
umecvolatility periods, the green and 
red ones are the up and down prices 
spikes respectively. This is a Random 
dynamic.

sacting low volumes, enough to procc
vide liquidity but not significant to 
define any market direction. The hight
low spread over these periods is not 
significant. 
Because of low volumes, these markets 
phases are exposed to manipulation 
that could be one explanation of the 
subsequent spikes.

During spikes periods there is a precc
dominant presence of mediumcbig size 
traders transacting mediumcheavy volcc
umes, enough to define market directc
tion. The highclow spread over these 
periods is significant.  

To come to the point, let us see how 
the concepts of revision of expectacc
tions and 3 major market dynamics 

can assume a major role in building a 
‘universal’ and ‘stable’ strategy to alcc
locate funds.

Chart 3: 

Revision of expectation as a ‘univer--
sal’ process
Revision of expectations applies to 
every business activity, where the parcc
ticipants need to adjust their economic 
decisions according to the inflow of 
information. Since the revision of excc
pectations can be seen as a ‘universal’ 
process, it should also be possible to 
find the same regularities on differtc
ent markets. In other words, once the 
information inflow defines short and 
long term patterns of behaviour, those 
should form different, yet repetitive, 
dynamics over a range of markets.

Repetitive markets dynamics
Certainly the definition of market dytc
namics has value for itself because it 
explains how the markets behave under 
particular conditions. I have also vericc
fied that these three macro dynamics 
do appear in any time frame, from tick 
data to yearly periodicity, confirming 
their explanatory power. Yet, the most 
important fact for defining markets dytc
namics is that it shows a finite number 
of them, making it reasonable to sugcc
gest that markets move in a repetitive 
fashion. 

When we affirm that markets have 
characteristic of repetitiveness, we can 
refer to a well known phenomenon: if 
in a repetitive environment the same 
set of decisional rules are always apcc
plied, then the output will be stable.

Agreeing with these concepts, it is 
then possible to build a ‘universal’ and 

‘stable’ strategy to allocate funds. Of 
course, the performance of a strategy 
built on these foundations depends on 
the accuracy of the chosen set of decicc
sional rules, which refers to the regucc
larities singled out to identify markets 
cycle and its turning points, which in 
turn depends on the analysis design.

Double diversification
The classic diversification is based on 
different assets classes, in order to alcc
locate a portfolio with no significantly 
correlated financial products. 

Since the approach described can lead 
to a ‘universal’ and ‘stable’ market 
strategy, it is possible here to add two 
new diversification types. The first is 
by the strategy itself, the second by difcc
ferent time frames. The implications of 
those go beyond the aim of this note, 
that topic could be covered in a forthcc
coming article.

Empirical evidence: 
The results validated up to now are encc
couraging. However, the model must 
demonstrate that it can consistently 
maintain explanatory power over a 
range of markets. In order to do so, I am 
undertaking the RCM Trust Portfolio 
Manager Project. It is a certified porttc
folio management simulation, where 
all the transactions occurring in any 
account will be registered by a state of 
the art trading platform and recorded in 
the official Audit reports from a major 
international Brokerage House.

The portfolio will manage USD 
2.000.000 in real time on Daily price 
bars. It is composed of two simulated 
trading accounts each funded with 
USD 1.000.000. The model will be 
tested on 12 US electronic futures marcc
kets. In particular: Mini DJIA, Mini 
S&P 500, Mini Nasdaq 100, Mini Ruscc
sel 2000, 10 Year US Treasury Notes,  
EUR/USD Futures, Mini Sweet Crude, 
Mini Natural Gas, Gold 100 Troy oz, 
Wheat, Corn, Soybeans.     

طلبت �لموؤ�س�سة �لعامة لل�سمان �لجتماعي من 
و�لعاملين  و�لفردية  �لخا�سة  �لمهن  �أ�سحاب 
�لنت�ساب  في  بالمبادرة  �لخا�ش  لح�سابهم 
و�لوفاة  و�لعجز  �ل�سيخوخة  تاأمين  في  �ختياريا 
مان و�ل�ستقر�ر �لمادي و�لنف�سي  بهدف تحقيق �لأ
فر�د �أ�سرهم وياأتي  و�لحماية �لجتماعية لهم ولأ
ذلك في �إطار توجهات �لموؤ�س�سة وخطتها �لر�مية 
بال�سمان  ردنيين  �لأ �سمول  مظلة  تو�سعة  �إلى 

�لجتماعي.
و��سترطت �لموؤ�س�سة باأن ل يقل عمر �لموؤمن عليه 
ع�سر  �ستة  عن  �لختياري  بال�ستر�ك  �لر�غب 
عاما ول يتجاوز �سن �ل�سيخوخة وهو �سن �ل�ستين 

للرجل و�لخام�سة و�لخم�سين للمر�أة.
تاأمين  في  موؤمنا  �ختياريا  �لم�سترك  ويكون 
يحقق  بحيث  و�لوفاة  و�لعجز  �ل�سيخوخة 
�لح�سول على ر�تب تقاعد �ل�سيخوخة  �لو جوبي 
�سد  بالتاأمين  ومغطى  محميا  ويكون  �لمبكر  �أو 
�لكلي  �سو�ء  �لطبيعي  و�لعجز  �لطبيعية  �لوفاة 
�أو �لجزئي علما باأن �لموؤ�س�سة ل ت�سترط وجود 

فتر�ت ��ستر�ك �سابقة له باأحكام �لقانون.
ويعتبر مقدم �لطلب في حال تقدمه للا�ستر�ك 
ول مرة ولم ي�سبق له �ل�ستر�ك  ب�سفة �ختيارية لأ
باأحكام  م�سمول  �سابقة  فتر�ت  عن  بال�سمان 
يقدم  �لذي  �ل�سهر  بد�ية  من  �عتبار�  �لتاأمين 
�ل�سهر  ��ستر�ك  بت�سديد  �لمقترن  �لطلب  فيه 
ول �سريطة �جتيازه �لفحو�سات �لطبية �لتي  �لأ
وفيما  �لخا�سة  نفقته  وعلى  �لموؤ�س�سة  تقررها 
�سورة  �لم�سترك  من  �لمطلوبة  بالوثائق  يتعلق 
م�سدقة عن دفتر �لعائلة �أو �لبطاقة �ل�سخ�سية 
حو�ل �لمدنية وكتاب عمل  �ل�سادرة عن د�ئرة �لأ
�ساري �لمفعول يثبت مكان عمله �أو رخ�سة �لمهن 

جر �ل�سهري �لذي يوؤدى على �أ�سا�سه  ويحدد �لأ
�ل�ستر�كات �ل�سهرية �لتي يختارها �سريطة �أن 
ل يقل عن )150( دينار ول يزيد عن )1000( 

دينار.
�أما �إذ� �سبق للموؤمن عليه �لر�غب بال�ستر�ك 
�ل�سمان  قانون  باأحكام  �سمل  باأن  �لختياري 
يعمل   كان  �سابقة  فتر�ت  عن  �لجتماعي 
باأحكام  �لم�سمولة  �لمن�ساآت  �إحدى  لدى  خلالها 
م�سمول  فيعتبر  �لجتماعي  �ل�سمان  قانون 
على  �لموؤ�س�سة  مو�فقة  بعد  �لتاأمين  باأحكام 
طلبة �عتبار� من بد�ية �ل�سهر �لذي يقدم فيه 
�لطبية  �لفحو�سات  �جتيازه  �سريطة  �لطلب 
�لخا�سة  نفقته  وعلى  �لموؤ�س�سة  تقررها  �لتي 
�أ�سا�ش  ي�سمل على  �أن  بالختيار بين  وله �لحق 
عنه  توؤدي  كانت  �لذي  خير   �لأ �ل�سهري  �أجرة 
�ل�ستر�كات عند تركة �لعمل �سريطة �أن ل يقل 
عن )150 ( دينارً� �أو على �أ�سا�ش زيادة �أجرة 
�لذي كانت توؤدى عنة �ل�ستر�كات بن�سبة ل تزيد 
عن )12%( �سنويا عن كل �سنة من �ل�سنو�ت 
ل  �أن  �سريطة  �ل�ستر�ك  عن  بها  �نقطع  �لتي 
فيما  �أما  دينار  جر عن )1000(  �لأ يزيد هذ� 
يتعلق بالوثائق �لمطلوبة منه فهي تت�سمن �سورة 
م�سدقة عن دفتر �لعائلة �أو �سورة م�سدقة عن 

حو�ل �لمدنية. هوية �لأ
و��ستثنت �لموؤ�س�سة من �سرط �جتياز �لفحو�سات 
�لموجبة  �لمدة  �أكمل  �لذي  علية  �لموؤمن  �لطبية 
�لوجوبي  �ل�سيخوخة  تقاعد  ر�تب  ل�ستحقاق 
وهي )180( ��ستر�ك ولم يكمل �ل�سن �لقانونية  
يتقدم  �أن  �سريطة  للمر�أة(  و55  للرجل   60(
بطلب �ل�ستر�ك �لختياري خلال مدة �أق�ساها 
ثلاثة �أ�سهر من تاريخ خروجه من نطاق تطبيق 

�لقانون .
�أما فيما يتعلق بن�سبة �لقتطاعات �ل�سهرية �لتي 
يجب �أن يوؤديها �لم�سترك �ختياريا فيوؤدى �لموؤمن 
عليه �ل�ستر�كات �ل�سهرية �لمقررة لهذ� �لتاأمين 
جر �ل�سهري �لذي تم  بن�سبة )14.5%( من �لأ
تحديده ويجوز له �أن ي�سدد �آية مبالغ مقدما على 
ح�ساب ��ستر�كه ويحق للموؤمن عليه زيادة �أجره 
�لخا�سع للاقتطاع بن�سبة ل تزيد عن )%12( 
�سنويا �عتبار� من �سهر كانون �لثاني من كل عام 
على �ن يقدم طلب �لزيادة خلال مدة �أق�ساها 
ولى من �سهر �سباط من  �لخم�سة ع�سر يوما �لأ
�إلغاء طلب �لزيادة خلال  ذلك �لعام ويحق له 

نف�ش �لفترة من ذلك �لعام.
�سهريا  �ل�ستر�كات  تاأدية  �لموؤمن  على  ويجب 
�ل�سهر  من  ولى  �لأ يوما  ع�سر  �لخم�سة  خلال 
�لتالي للا�ستحقاق وفي حال تاأخره يدفع فائدة 
تاأخير مقد�رها )2%( �سهريا عن �ل�ستر�كات 
�لتي تاأخر عن �أد�ئها بحيث ل تزيد قيمة هذه 
�ل�ستر�كات  قيمة  من   )%12( عن  �لفائدة 

�ل�سنوية.
وفي حال تخلف �لموؤمن عليه �لمنت�سب �ختياريا 
�ستة  مدة  �لم�ستحقة  �ل�ستر�كات  ت�سديد  عن 
�لتاأمين  في  ��ستر�كه  فيعتبر  �أكثر  �أو  �أ�سهر 
وت�سوى  �لت�سديد  عن  تخلفه  تاريخ  من  موقوفا 
�لتحاقه  في  �أما  �لقانون  حكام  لأ وفقا  حقوقه 
بعمل م�سمول باأحكام �لقانون فيوقف ��ستر�كه 
لقاء  يتقا�ساه  �لذي  جر  �لأ ويكون  �لختياري 
�سا�ش لتاأدية �ل�ستر�كات كما يوقف  عمله هو �لأ
باإيقاف  طلبه  على  بناء  عليه  �لموؤمن  ��ستر�ك 

��ستر�كه.

م�ؤ�س�ســة ال�سمــان تطلــب مــن اأ�سحــاب المهــن 
والحرف والعاملــين لح�سابهم الخا�ص بالمبادرة 
في الانت�ســاب الاختيــاري بتاأمــين ال�سيخ�خة 

والعجز وال�فاة
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الغلاف
�سلامي,  تم �ختيار هذ� �لغلاف ليعك�ش �لح�سة �لكبرى من هذ� �لعدد وهو �لتمويل �لإ
وما ي�سكله هذ� �لقطاع �لمالي من حلول منا�سبة لفئة كبيرة ومتنامية من �لمجتمع �لعالمي 

�سلامي. ولي�ش فقط �لإ
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يحمل درجة �لدكتور�ه في �لمحا�سبة, وله باع طويل في �لعمل �لم�سرفي عمل من خلاله في معظم 
 2007 �سلامي �لدولي  في �سهر  حزير�ن  �إد�ر�ت و�أق�سام �لبنوك. �لتحق بالبنك �لعربي �لإ
�لم�سري  �لعقاري  �لبنك  عاما في   12 �متدت  بعد خدمة م�سرفية  �ل�سمي�ساني  لفرع  مديرً� 
د�رية وفي عدة مو�قع من  �لعربي, حيت تم �لتدرج بالعمل في مختلف �لدرجات و�لم�ستويات �لإ
د�رية. باحث متخ�س�ش  جنبية �إلى مدير د�ئرة �ل�سوؤون �لإ موظف كاونتر في د�ئرة �لعمليات �لأ
في �لمحا�سبة و�إعد�د �لمو�زنات �لتقديرية للبنوك و�لموؤ�س�سات �لمالية. يعمل محا�سر غير متفرغ 
لم�سروع  لها ومدرب  �لتابع  �لتدريب  ومعهد  و�لم�سرفية  �لمالية  للعلوم  �لعربية  كاديمية  �لأ لدى 

�إنجاز.
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tions, Department of Economics c University of Siena, Italy 
Technical Commission for Public Expenditure of the Italian 
Treasury & Tuscany Institute of Economics and Social Recc
search c Argos Financial Engineering 
Raffaele is author of scientific publications on Investment 
strategies and labour market, he has researched for Fondazione 
Monte dei Paschi di Siena for  Developing a Global Equity Incc
dexes Forecasting model, and for the Ministry for University 
and  Scientific Research, for analysis on Turning Points in Busitc
ness Cycles. Raffaele holds a Laurea Cum Laude in Economics 
from University of Siena (Italy), a Master degree in International 
Securities, Investment and Banking, one of the ten winners of 
ICMA Scholarship Competition, from University of Reading, UK, 
and a MPhil in Banking, final grade: 70/70 , from University of 
Siena (Italy) 

Moutasem T. Mismar
Deputy General Manager – CHF Internacc
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Working with top financial institutions such as Arab Bank, 
Societe Generale, Jordan Commercial bank, Moutasem holds 
more than 17 years of significant experience in banking and 
finance. Currently he is the Deputy General Manager of CHF 
International – MEMCC, where he is heading the credit decc
partment. During his work, Moutasem gained outstanding 
skills in projects Assessment & Evaluation, Client Relationcc
ship Management, Communication, Statistical and Analytical 
Skills. In addition to that, Moutasem worked in structuring and 
reengineering project to leading financial institutions. He is a 
trainer to many educational as well professional institutions. 

ردنية، واقع وتحديات! �سلامية الاأ 04 البن�ك الاإ
ردن؟ وما هي �لتحديات �لتي تو�جهها؟  �سلامية �لعاملة في �لأ ما و�قع �لبنوك �لإ
جابة  هد�ف �لمرجوة منها؟ كلها ت�ساوؤلت ن�سعى للاإ هل حققت هذه �لبنوك �لأ
�سلامية �أردنية.  عنها من خلال هذ� �لمقال �لذي يتناول و�قع وتحديات �لبنوك �لإ

�سلامي: 06 ما يجب اأن تعرفه عن التم�يل الاإ
و�لموؤ�س�سات  �لبنوك  و�أ�س�ش عمل  �سلامي  �لإ �لتمويل  تعرفه عن  �أن  كل ما يجب 

�سلامية. �لمالية وفقا لل�سريعة �لإ

09 Spotlight: Trends in Islamic Bank- 
    ing and Finance:
We interview Douglas Clark Johnson, CEO, Calyx Financc
cial, to investigate the trends in one of the most promising 
financial fields of our days.

 10 كيف ت�سدد دي�نك المتراكمة على بطاقاتك 
        الائتمانية الدوارة؟

تعتبر  هل  حياتنا؟  في  ��ستخد�ما  �لم�سرفية  �لمنتجات  �أكثر  مع  نتعامل  كيف 
�لبطاقات �لئتمانية �لدو�رة خطر� يهدد و�سعنا �لمالي , �أم منتج يمكن �ل�سيطرة 

عليه؟ 

13 Deposit Insurance:
Learn about how the government protects small deposicc
tors and strengthens the trust and confidence in the banktc
ing system. 

14 العمل لدى البن�ك الا�ستثمارية وال�سركات المالية:
�سمن حمى �لعمل في �ل�سركات و�لبنوك �ل�ستثمارية �لعالمية �لقادمة لمنطقتنا, 
�رتاأينا �أن نعرف ما هي �لبنوك �ل�ستثمارية وما �لذي تتطلع �إليه عند �لتوظيف 

و�لبحث على �لموظف �لمنا�سب لطبيعة عملها.

18 الع�امل الم�ؤثرة على حياة المديرين المهنية:
عر�ش �لنتائج �لرئي�سية لدر��سة عالمية حول �لعو�مل �لموؤثرة و�لمف�سلية في حياتك 

�لمهنية �سو�ء لها علاقة ببيئة �لعمل �و �لظروف �ل�سخ�سية خارج �لعمل.

22 Lessons from Subprime:
What are the lessons to be learned from the recent subcc
prime crises or what is known by the Credit or liquidity 
Crunch?

25 The Subprime Credit Crisis 2007    
    – The Movie:

A paper that shows the movie and the drama of the Subcc
prime Credit Crisis. A full recording of the crisis events, 
and most important what are the opportunities and potencc
tials afterwards. 

 
26 خم�سة اأ�سئلة يجيب عنها م�ست�سارك المالي:

�إجابات  نقدم  ثم  تكر�ر�,  كثر  �لأ �لعملاء  ت�ساوؤلت  بع�ش  �لز�وية  هذه  تحدد 
ك�سابه مهار�ت مالية  نموذجية عليها, لتزويد �لقارئ بما يريده من معلومات ولإ

تفيده.

31 Financial Markets Dynamics:
Despite the financial systems complexity, the methodoltc
ogy presented in this paper shows that a finite number of 
dynamic regularities are observable hence can be classicc
fied and used to somewhat anticipate market movements 
and build strategies to actively allocate funds.

32 م��س�عات تهمك معرفتها:
كثيرة هي �لمو��سيع �لتي تهمك معرفتها في حياتك �لعملية, لذ� فاإننا في هذه 
�لز�وية �سنقدم لك في كل عدد بع�سا منها, خا�سة تلك �لمتد�ولة بيننا, وتكون 
ذ�ت �أثر مبا�سر على حياتنا �لمالية, لكن �لقليل منا يدركونها, محاولين تف�سيرها 

وبناء �لمعرفة �لمالية لديك.

33 مراقبة ال�س�ق:
نعر�ش لمحة عما تقدمه �لبنوك من منتجات وخدمات لتكون مرجعا للقارئ.
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