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Micro Mechanism of Trading
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Different Types of Trading Strategies

* Prediction
* Trend Following
* Mean Reversion
* Machine Learning (some technical indicators may serve as inputs)

* Market Making
* Arbitrage

 Among different trading pairs
 Among different exchanges



Trend Following Strategy

* Duel Moving Average Crossover (DMAC)

yellow: MA(21)
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Trend Following Strategy

* Channel Strategy
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Mean Reversion Strategy

* Bollinger Bands

BollBand(21, 2.0)
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Technical Indicator: RSI

« RSI =100 - 100/ (1 + RS)

* RS = Average gain of up periods during the specified time frame /
Average loss of down periods during the specified time frame



Technical Indicator: RSI
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Technical Indicator: MACD

* DIF = EMA(close, 12) — EMA(close, 20)
« DEM = EMA(DIF, 9)
* OSC =DIF - DEM
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Technical Indicator: CCl

* CCl = (price — MA) / (0.015 x STD)

CCI(20)
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Machine Learning to Predict

_ ML models o strategy _ _
* Scheme: observation > prediction > trading signal

e Difficulty: noisy and unstable
* Advantage: option to say / don’t know
* Inputs: raw price and volume / technical indicators

* Methods:
* SVM
* Decision Trees
* Deep Learning



Market Making

* Make use of ask-bid spread
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Arbitrage

* [dentical assets, different prices (market inefficiency)
* Buy and Sell at the same time

* Between different trading pairs XRPBTC

* Between different exchanges

ETHBTC XRPETH
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