TECHNICAL ANALYSIS TRADING STRATEGY

Aiki Trading: Mastering the Technical Synergy of Aikido
Principles and Financial Market Dynamics
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In the high-stakes arena of global financial markets, most traders approach price action as a battle to be won—a
zero-sum game where the objective is to conquer the trend or force a profit through sheer willpower. However,
Jeffery Tie, a veteran with over 25 years of experience starting from his early days at JM Sassoon and Kim Eng
Securities, proposes a paradigm shift. In his seminal work, Aiki Trading: The Art of Trading in Harmony with the
Markets, Tie introduces a methodology rooted in the Japanese martial art of Aikido. Rather than opposing the
market's force, Aiki Trading focuses on blending with its energy, utilizing technical analysis as a compass to
navigate the inevitable ebbs and flows of liquidity and volatility.

The Theoretical Framework: From the Dojo to the Trading Desk

The term 'Aiki' translates to ‘'joining energy' or ‘harmonizing energy.' In a physical sense, an Aikido practitioner

does not meet a strike with a block; instead, they pivot, blend with the attacker's momentum, and redirect it. In
financial terms, this translates to Trend Following and Momentum Trading. The core philosophy posits that the
market is a colossal force that cannot be controlled, only channeled. Trying to pick tops and bottoms in a strong
trend is the equivalent of standing in front of a speeding freight train. Aiki Trading teaches the practitioner to step to
the side and jump on the train as it passes.

The Three Pillars of Aiki Trading

To achieve harmony with the market, a trader must master three fundamental pillars that bridge the gap between
martial philosophy and quantitative analysis:

¢ Non-Resistance: Accepting the market's current direction without bias. If the price is rising, the energy is
bullish; if it is falling, the energy is bearish. Resisting this fact leads to 'revenge trading' or holding losing positions.

¢ Centering (Hara): Maintaining emotional equilibrium regardless of market volatility. In technical terms, this
involves a strict adherence to risk management protocols to prevent emotional hijacking (the Amygdala Hijack)
during drawdowns.

» Technical Alignment: Using specific indicators to identify when the market's 'energy' (momentum) is aligned
across multiple timeframes.

Technical Analysis & Core Mechanics: The Aiki Methodology

Jeffery Tie's approach is not merely philosophical; it is a robust technical method designed to provide objective
entry and exit signals. The methodology centers on understanding market structure and the cyclical nature of price
movements.

Identifying the Market State

Before any trade is executed, the Aiki trader must diagnose the market's state. This is typically done through a
hierarchical analysis of price action. The goal is to differentiate between Motive Phases (strong directional
movement) and Corrective Phases (consolidation or retracement).

The Mechanics of Momentum Blending



Aiki Trading utilizes specific technical tools to measure the 'weight' of market energy. Common tools mentioned in
this context include:

1. Moving Average Convergence Divergence (MACD): Used to identify shifts in momentum and potential
exhaustion points.

2. Exponential Moving Averages (EMAS): Acting as dynamic support and resistance, EMASs represent the ‘flow'
of the market. The interaction between short-term and long-term EMAs dictates the blending strategy.

3. Average True Range (ATR): A critical component for setting 'Aiki-style' stops that allow the market enough
room to breathe without sacrificing capital protection.

Multi-Timeframe Integration

Harmony is only achieved when the 'micro’ movements align with the 'macro’ trend. Aiki Trading emphasizes a top-
down approach. For instance, if the daily chart (Macro) shows a clear bullish trend, the trader looks for bullish
‘entries’ on the hourly chart (Micro). Entering a long position when the hourly chart is bearish is considered
‘disharmonious' and carries a higher risk of failure.

Comparative Evaluation: Traditional Trading vs. Aiki Trading

The following table illustrates the divergence between conventional 'Aggressive’ trading strategies and the
'‘Harmonious' Aiki approach.



Feature Traditional Aggressive Trading Aiki Trading (Harmonious)

Market Relationship Adversarial (Beating the Market) Collaborative (Blending with Flow)
Entry Philosophy Predictive (Picking Tops/Bottoms) Reactive (Confirming Momentum)
Risk Management Fixed pips/points (Rigid) Volatility-based/ATR (Adaptive)
Psychological State High Stress / High Ego Calm Awareness (Zanshin)

Trade Frequency High (Scalping/Overtrading) Selective (Waiting for Alignment)
Technical Focus Lagging indicators in isolation Price Action + Momentum Synergy

The Aiki Trading Field Guide: Step-by-Step Execution

Implementing the Aiki method requires a systematic workflow that removes subjective guesswork from the
equation. Below is a procedural guide to executing a trade based on Jeffery Tie's principles.

Step 1. Environmental Scanning (The Tenkan Phase)

The first step is to determine the dominant trend on a higher timeframe (e.g., Daily or Weekly). Use a 50-period
EMA. If the price is consistently above the EMA and the EMA is sloping upward, the environment is Bullish Motive
. Your bias is strictly Long.

Step 2: Identifying the Retracement (The Irimi Phase)

Wait for the market to move against the dominant trend on a lower timeframe (e.g., 4-hour or 1-hour). This is the
'strike' in Aikido. You do not block it; you wait for its energy to dissipate. This manifests as a pullback to a key
support level or a 'touch' of a shorter-term moving average.

Step 3: Signal Confirmation

Wait for a technical trigger that suggests the retracement is over and the primary trend is resuming. This could be a
bullish engulfing candlestick pattern or a MACD crossover in the direction of the macro trend. This is the moment of
Aiki Alignment.

Step 4: Risk Scaling and Entry

Calculate your position size based on the 1% rule (never risking more than 1% of total equity). Place your stop loss
below the recent swing low, adjusted by 1.5x the current ATR to avoid being stopped out by 'noise.’

Mathematical Models in Aiki Trading

While the philosophy is fluid, the execution is mathematical. Tie emphasizes the Expectancy Formulato ensure
long-term viability:

E=(W*Aw) - (L *Al)
Where: « W: Win Rate « Aw: Average Win ¢ L: Loss Rate ¢ Al: Average Loss

An Aiki trader focuses on maximizing Aw by 'letting the winner run' (staying in harmony with the trend as long as it
persists) and minimizing Althrough strict stop-loss adherence. Even with a win rate of 40%, a trader remains highly



profitable if the average win is 2.5 times larger than the average loss.

Case Study: Navigating Market Reversals

Consider a scenario where a trader is monitoring the S&P 500. The index has been in a sustained uptrend for
months. Suddenly, a series of lower highs and lower lows appear on the 4-hour chart. A traditional trader might
panic or attempt to 'buy the dip' aggressively.

The Aiki Response:

¢ Observation: The trader notes that while the Macro trend (Daily) is still bullish, the Micro trend (4-hour) has
shifted. The harmony is broken.

e Action: The trader exits existing long positions or tightens stops. They do not immediately short the market
because the Macro energy is still upward.

¢ Resolution: The trader waits until either the 4-hour chart realigns with the Daily (resumption of uptrend) or the
Daily trend breaks (confirmation of a major reversal). By doing nothing during the conflict, the trader preserves
capital for high-probability setups.

Troubleshooting Common Tactical Errors

Even with a robust method like Aiki Trading, practitioners often face operational hurdles. Below are common failures
and their Aiki-based solutions:

1. Hesitation (The 'Frozen' Mind)

Problem: A trader sees the setup but is too afraid to pull the trigger due to previous losses.Solution: Focus on
Kokyu(breath) and the process rather than the outcome. Trust the ATR-based stop loss to define the 'worst-case
scenario' before the trade begins.

2. Over-Anticipation

Problem: Trying to enter before the signal is fully formed (predicting the harmony rather than observing it).
Solution:Use 'Stop-Limit' orders. Only enter if the price moves through a specific level that confirms the
momentum shift.

3. Ignoring Timeframe Dissonance
Problem: Trading a 5-minute chart setup while the 1-hour trend is aggressively moving in the opposite direction.
Solution: Implement a 'hard filter." If the H1 chart is not aligned with the M5, the trade is automatically disqualified.

Synthesizing the Aiki Approach for the Modern Era

The brilliance of Jeffery Tie’'s Aiki Tradinglies in its ability to strip away the ego-driven complexities of the financial
markets and return to a state of observational clarity. In an era dominated by high-frequency algorithms and chaotic
news cycles, the ability to 'blend' with market energy is more than just a strategy—it is a survival mechanism. By
viewing price action as a manifestation of collective human psychology (energy), the trader transcends the role of a
gambler and becomes a disciplined practitioner of market flow.

Ultimately, the art of trading in harmony with the markets is not about finding a 'holy grail' indicator that predicts the
future. Instead, it is about developing the technical skill to recognize what the market is doing in the present and the
psychological fortitude to follow it without resistance. As Jeffery Tie’'s extensive career demonstrates, longevity in
the markets is not granted to the most aggressive, but to those who can most effectively align themselves with the
prevailing forces of global liquidity.
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