
How I Use the Jurik Moving Average

- by Dave Groom

I use in my trading a moving average published by Jurik Research
(http://www.jurikres.com).  Its construction is a trade secret by the Jurik people.   It is
very reactive to prices without overshooting them when there are large price moves, as
most all other moving averages do.  Compare in the chart below three moving averages,
all set to the same length:  The simple moving average, the exponential moving average,
and the Jurik Moving Average.  Notice how the Jurik Moving Average hugs prices
(reactivity) without overshooting or undershooting them.  (The simple and exponential
moving averages in this chart undershoot prices.)
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I use the Jurik Moving Average as a trigger or signal to get me into a trade, when the
context for doing so is present.  I keep it on both my 5-minute charts with a 20 bar length
and a “typical price” for the price input, and on my 3-minute charts with a 33 bar length.
The trade entry itself is the definition of simplicity.  I call it the RJ trade, named for a
friend and trader who uses this almost exclusively in his trading.   Basically, when the
context for doing so is present, simply buy when prices close above the JMA; sell when
prices close below the JMA.  Set protective stops a few ticks beneath the most recent
swing low (when buying) or above the most recent swing high (when selling).

http://www.jurikres.com/


RJ used to like to keep things simple.  He would risk two points on the trade, and set his
target and exit point at two points profit.  He did very well with this simple method.  I
believe that more money can be made with this trade, however, by trading multiple
contracts, logical protective stops, and defined “first targets” for a portion of the position,
with trailing stops employed for the rest.

Look again at the above chart.  Here is where the JMA shines.  At 10:30, prices closed
above the JMA, putting the trader long at about 1180.50.  If he entered when prices
crossed above the simple moving average or the exponential moving averages his entry
point would be between1183.00 and 1183.50.   When you are day trading with multiple
contracts, the difference in entry prices represents quite a bit of money.

A second use of this indicator is what I call the JMA retouch.   Let’s look at an example
of this phenomenon in the above chart:  After prices crossed above the JMA at 10:30,
they started up strongly.  At 10:51 prices went into a sideways pattern while the JMA
continued to rise.  Because of this, prices “retouched” the JMA at about 11:09 at the
1186.00 price level.  From there, they took off again to the up side.  One can use the JMA
retouch as confirmation of an earlier entry, or as a “second chance” to enter the trade, if
he has not already entered.

I will point out here—as I’ve done many times before in this manual—that this trade
must be considered in context.  A good example can be seen from the same chart.  Look
at the time frame of 11:15 when prices closed below the JMA.  Without context, and just
blindly following a trading rule, the trader would go short at this point.  But the context
seen here—without any other indicators that would further enlighten us—shows that:

1. We had an exhaustion bar reversal at 10:30, signaling a trend turn;
2. Prices had taken out a previous swing high established at 10:06, making the trend

officially “up”.
3. Prices were entering an up flag pattern, and the expectation is that they will

continue up.
4. 

The context here is certainly not conducive to shorting!
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