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Just as it is possible to switch on a light without knowing the electrical principles behind  how it 

works it is also possible to invest in the financial markets without understanding their underlying 

mechanisms.  However there are good financial reasons to understand the mechanics of price action 

which, like the light, are electrical in nature. I want to share with you three of these reasons and in 

the process outline some of the underlying electrical principles. 

1. Better Returns  

2. Regular Trading Patterns 

3. Better prediction of Tail Events. 

 

Better Returns 

Switching on a light is an 

electrical process.  Equity, 

Currency and Commodity 

markets also function as electrical 

systems.  For most people this is 

a strange idea primarily because 

we are used to thinking of 

electricity flowing through wires.  

Where are the wires which 

govern the movement of gold or 

the S&P500?  However most 

electricity does NOT flow through 

wires.  99.9% of the universe is 

composed of electrical plasma.  

Plasma physics is the science that 

explores the way electricity 

moves without wires.  In 

collaboration with leading 

astronomers these scientists are 

discovering  solar systems and 

even galaxies strung out on giant 

currents of electrical plasma.  It Figure 1 The AUDUSD currency pair since 1980 and when filtered by changes to 
the electrical environment of the Earth and Sun 



appears that electricity, not gravity, is the governing force in the universe.   

These ‘electrical currents without wires’ are called Birkeland Currents after the Norwegian scientist 

Kristen Birkeland who first proposed that the Northern Lights were the result of electrical current 

from the Sun to the Earth entering the Earth’s electromagnetic field. 

What has this to do with the markets?  As we learn that most of the universe is electrical it is maybe 

not so surprising that the markets are also electrical creations without wires.  For example  this can 

be seen by the profound way the AUDUSD currency pair is influenced by its larger electrical 

environment, namely the current from the Sun and the Earth’s own electromagnetic field.   

Since 1980 the movement of AUDUSD can be characterised by a general trend down until 2000 

followed by a steep rise.  Since March 2011 the trend has again been down.  However, if we take 

into account changes to the Earth’s electromagnetic field and the electrical current flowing from the 

Sun the view of the AUDUSD pair looks very different and eminently more attractive to investors.  

This steady delivery of returns can be seen in the red line of the graph. 

Without taking the larger electrical environment into account there is a compelling need to predict 

market direction of the pair.  The pair is clearly subject to abrupt changes of direction and requires 

constant vigilance if gains are to be made.  But with filters in place using data supplied by NASA and 

other agencies AUDUSD becomes an attractive investment strategy returning 10% a year since 1980 

with a maximum peak to trough monthly drawdown of less than 15% WITH NO NEED FOR ANY 

ADDITIONAL DATA.  Since 1980 the Earth and Sun filters have demonstrated their ability to manage 

the major changes in market direction and there is no reason to suspect  the influence of the Earth 

and Sun will diminish their ability to perform this role. Hence I suggest AUDUSD can continue to be 

profitably traded based solely on electrical changes to the Earth and Sun. 

 

  Electrical 
Strategy 

AUDUSD 

1980-2014 Annual 
Return 

9.1% -0.4% 

 Pure Sharpe 0.90 -0.04 

 Max. 
Drawdown 

-14.07% -57.99% 

    

2000-2014 Annual 
Return 

13.7% 2.5% 

 Pure Sharpe 1.22 0.19 

 Max. 
Drawdown 

-14.07% -57.99% 

Figure 2 Simulated returns for AUDUSD from 1980 using the electrical environment of the Earth and Sun as filters. 

 

 

 



Regular Trading Patterns 

 

What if the markets worked like clockwork?  Would this 

not improve confidence in trading?  For instance at 3 

o’clock you buy and at 9 o’clock you sell?  Well, something 

like this does take place through a feature of alternating 

current called ‘j’. 

Imagine the rotor inside the alternator in your car moving 

around the face of a clock.  At 12 o’clock the alternator is 

generating current for your car. If the alternator was a 

motor 6 o’clock is the position of the rotor where it would 

be consuming current.  However when the rotor is at 3 

o’clock and 9 o’clock it is neither generating nor consuming 

current.  Instead it is storing and retrieving the current 

within the system.   

As this current, or ‘j’ as it is technically known, does not go anywhere it is largely ignored by the 

electricians who wire your house.  It is also difficult to quantify mathematically because it requires 

the use of what are termed ‘imaginary numbers’ that are based on the square root of negative one.  

However, the presence of ‘j‘ in markets such as gold futures can be clearly seen once the market is 

treated as an electrical system.  The regularity of its occurrence – in general we are talking of wins in 

excess of 60% - provides increased confidence in trading the market.   

‘J’ is found in all markets.  Indeed I believe that for a market to exist ‘j’ must be present because 

markets all rotate in a similar way to the turning of the rotor in the alternator of your car. 

As ‘j’ is both negative and positive this means that there is a balance of long and short trades.  As a 

consequence confidence in trading periods of ‘j’  produces returns irrespective of whether the 

general trend of a market is up or down. 

The constant rate at which the rotor of a market turns is governed by the movement of the Sun.  

Given that the Sun is by far the largest electrical component in the solar system its influence is hardly 

surprising. 

Figure 3 Markets display naturally occurring 
periods of rise and fall due to a property of AC 
electrical systems called 'j' 



 

Figure 4 The cumulative performance of '+j' and '-j' in Gold Futures since 1980.  Notice how +j continues to rise and -j 
continues to fall irrespective of the direction of the market 

For example there have been 114 ‘j’ periods of rise and fall in the gold futures market since 1980.  As 

the periods are always the same length and there is always the same interval between the periods, 

the next period is simple to calculate – we have the information when these periods occur as far into 

the future as we wish to go.   

Since 1980 an investor with this knowledge would have earned an average annual return of 5% p.a. 

unleveraged with a maximum peak to trough monthly drawdown of less than 15%. To do this they 

would have needed to be in the market just 25% of the time. 

For investors and fund managers trading ‘j’ can be a very useful addition to the returns they 

generate from their trading strategies.  The periods are simply historical facts.  No filters or data 

manipulation has taken place.  The fact they exist in all markets and can be seen as far back as 

historical data allows makes this market intelligence attractive to many investment situations. 

Gold Futures Trading 'j' 

1980 to 2014 Annual Return 4.9% 

 Pure Sharpe 0.55 

 Max. Drawdown -13.42% 

   

 Winning Trades 63.0% 

 Time in Market 0.25 

 Gain per Trade 1% 

Figure 5 Simulated gains from trading 'j' in the gold futures market since 1980 



 

 

 

Predicting Tail Events 

 

Tail events are major market crashes where the size of the price movements exceeds two standard 

deviations.  During tail events even previously uncorrelated markets align to drop together.  Given 

their statistical improbability (even though they tend to occur with relatively frequency) they are 

considered hard to predict and investors spend a great deal of time and expense attempting to 

hedge against them or improving early warning systems that could herald their imminent 

appearance. 

The reason for this focus is not hard to explain.  The last two tail events were the 2000 Tech-Wreck 

Crash and the 2008 Financial Crises (GFC).  In both cases the S&P500 lost more than 45% of its value.  

It was not until twelve years after the Tech-Wreck Crash that the S&P500 regained its 2000 high-

water market.  

From an electrical point of view it is interesting to note that both the 2000 and the 2008 tail events 

coincided with extraordinary comet events in the sky.   

On August 5th 2000 Comet C/1999 S4 (LINEAR) blew up 

a few days after it has gone around the Sun.  On the 

25th August the S&P500 had its second peak at 151.25 

before its long downward fall. 

In October 2007, coinciding with the beginning of the 

GFC a similar event took place when Comet Holmes 

brightened unexpectedly to become briefly the most 

luminous object in the sky. 

 

Comets are electrically charged objects.  This is why they brighten as they approach the intense 

electrical environment of the Sun.  For them to blow up is the same as the light in your home 

blowing up from a short circuit.  That is to say, Comet S4 Linear and Comet Holmes both appear to 

have short circuited the electrical environment in the sky.  Given that markets are themselves 

electrical systems is it possible that this electrical short circuit contributed to the last two tail events 

the markets have experienced? 

Figure 6 The wreckage of Comet S4 Linear as it blew 
up in 2000. Photo courtesy of NASA. 



The 2000 and 2008 tail events also coincided with 

periods when the Sun’s electrical output was at a 

maximum (2000) and a minimum (2007).  This cycle 

occurs approximately every 11 years and appears to be 

times when the Sun’s electrical system is particularly 

vulnerable.  Hence it is at these points where it could be 

valuable for investors to keep track of events in the sky 

for any indications of further short circuits.  The 2013 

Solar Maximum passed without an abrupt comet event.  

The next Solar Minimum is around 2018. 

 

 
Just the Beginning 

 

Better returns, regular trading patterns and improved tail risk protection are just the beginning of 

the benefits that come from understanding the electrical principles that govern how the markets 

work.  More is already known.  For example, returns from trading the regular periods of ‘j’ in gold 

futures can be increased from 5% p.a. to 8% p.a. with knowledge of how the harmonics of the 

rotor’s interval play their part.  More is also waiting to be discovered.  What other electrical 

influences are there on the markets?  Why is gold, considered for millennia the touchstone of value, 

aligned so perfectly with the Earth and the Sun’s electrical output?  As our knowledge grows we will 

find better ways to invest, and indeed, discover more of how we as human beings work. 
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Figure 7 Comet Holmes expands to become the 
brightest object in the sky at the beginning of the 
GFC.  Photo courtesy of NASA 
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