The Tillman Method

Jim Tillman (1990) of Cycletrend Inc. has developed a number of methods for cycle projections.

He uses centered moving averages of half-cycles after having determined the dominant cycle periods.

Tillman's analysis concentrates on what he calls "focal points." 

Focal points occur when 3 or more half-cycle moving averages cross at roughly the same location. 

In Figure 19.17, only crossovers of 2 x half-cycle moving averages (11-day and 21 -day) are shown, but Tillman's observations can still be made.
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One observation is that focal points occur at roughly the halfway point of cycle advances or declines. 

Notice the horizontal lines at the 41-day cycle peaks, troughs, and crossovers in 

Figure 19.17. The crossovers occur roughly halfway between the peak and trough in points.

The practical problem from this observation is that by the time the lagging half-cycle moving averages have crossed, prices have usually already reached their projection. 

The crossover thus occurs when the cycle is ending its run up or down. 

When you see a crossover in an upward leg of a cycle, you know that the upward leg is about to peak or already has.


In Figure 19.18, lines are drawn through the high or low of a cycle through the focal point.

The upward sloping lines will continue through to the high of the cycle, and the downward sloping lines will continue through to the low of the cycle. 

The time from the low (high) to the focal point will equal, approximately, the time to that high (low). 

In our example in Figure 19.18, the time from the first low close to the focal point was 11 days, and 11 days later, the high was reached. 

The crossover is the center of the cosine wave. It is the center in time as well as distance.
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If we then draw a trend line between 2 successive focal points, we have an estimate of the direction of the next higher order cycle. 

Lines drawn parallel to that trend line to the immediate highs and lows will show that the trend is roughly midway between the parallel lines and that they represent the boundaries of the cycle, just as the earlier lines parallel to the moving averages
showed. 

The advantage of using these parallel lines formed from the trend between focal points is that they can be projected into the future, whereas the moving average parallel lines had to be drawn freehand as a guess.

As it rums out, the upper parallel line was broken, indicating that the hypothetical 81-day or longer cycle turned upward again, and that the low in October was a higher order low.

To see where that longer cycle is likely to go, we need to analyze the next higher order 81+ day cycles

When the parallel lines are decisively broken, we know that the next higher order cycle has changed direction. 

This makes sense because the parallel lines define the boundaries of the lower order cycle. 

If they are broken, it must be due to the change in direction of the next higher order cycle.

For example, look at early October in Figure 19.19. 

The lower parallel trend line of the next cycle larger than the 41-day was broken downward. 

This indicated that the next higher order cycle, say the 81-day or longer, was reversing downward. 

When we draw the trend line between the 2 focal points on the way down, we can estimate that the crossover occurred when the 41-day low was being formed, and we can draw the 2 parallel lines to that trend, which tell us the approximate bounds of the next rally. 

By placing a buy order then in the vicinity of 1,185, with appropriate exit stops, we estimate that the 41-day rally will at least run up to
the upper parallel line in the vicinity of 1,210.

[image: ]

using weekly data. 

Tillman's method, therefore, is much more precise in measuring not only the cycles, but also their estimated projections.
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