Directional Change Backtest Report

2020-11-14

Strategy summary

The close value of 1m candles is used to determine directional changes or overshoots.
If a directional change occurs, the position is opened in the same direction.
The threshold is set to 0.025%. If the PNL of a position reaches 0.03%, it is exited.

The strategy is awesome when applied in high-volatility situations. In January 2020 it reaches
500% without position scaling according to the account size. It performs with similar success in
following months until July.

However, in August, September, October 2020 it fails completely.

3 Best Trades in January

These are 5m candles, while trading is happening on 1m intervals.
10.Jan 14:30 CET

The price rises sharply and drops immediately back before it jumps up again.
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23.th Jan, 14:34

Similar situation: jumped up, fell down, juped up again by 15 pips
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2.nd January 16:55 CET

Was lucky to catch an up-move.

This image shows 1m candles. Not clear, why the entry was at the lowest candle whisker.

Rendering issue or data issue?
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Moving success rate of long and short positions over last 20 trades:
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3 worst Trades in October
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1st October 2020, after 16:40 CET

The drive is over. The price does not move to anywhere.
Thus burning money...
Note: TP was deactivated here
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1st October 2020, after 21:40 CET

Same here. The price is going nowhere...
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Moving success rate of long and short positions over last 20 trades:
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Summary

The strategy fails when the volatility goes down.
It can be also clearly seen in the moving success rates of the long and short positions.

Open Questions

e Can we find params eps and time frames which work better on low volatility?

e (Can we use the distribution of the ticker arrival times (delay between two samples) as an
indicator to predict the success of the strategy?

e (Can we fix the strategy for October by increasing the time frame and the eps thresholds?

e (Can we fix the strategy when the thresholds are derived from ATR?

¢ Does the original paper about Directional Change provide hints for a solution?
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