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Chapter 1

Market Wizard Filter

This chapter will detail a sophisticated method using interest rate and market breadth
modesto filter asimple S& P oscillator system. This use of intermarket data can be very
useful inyour timing operationsif usedjudicioudly. Infact, one S& Ptrader, profiledin
Schwager's "Market Wizards' uses aversion of the filter | am giving you to assst in his
highly profitabletrading operations.

First things first:
Basic Method of calculating the RSI index:
The formula for RSI:
RSl =100-(100/1+RS)
Where
RS= Average of x day'sup doseto dose changes/aver age of x day's

down doseto close changes.

For 8 day RSl you will be averaging the dose to close changes of the last 8 up days.
Then you will divide this figure by the average close to close changes of the last 8
down days.
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dealing with a poor system is a W/L ratio worse than the .70 and intraday drawdown
nearly half as large as the net profit.

Why the basic 8 day RSl system fails:

By themselves, oscillator systems are extremely dangerous if used in the traditional way.
Buying when an oscillator such as stochastics or RSI turns up from oversold can bank-
rupt you during a landslide decline. Nothing in the oscillator system will provide you
with an exit from your trade except aturndown from the overbought area by the oscilla-
tor. If the oscillator goes down after your buy and does rally enough to make the oscilla-
tor go abovethe sdl line, you may lose atremendous sum.

Filtered 8 day RSI system:

The process of transforming the 8 day RSI system from lemon into agem involvesfilter-
ing with internal and intermarket models. What we will do is tell the system that it may
only enter into the stock index futures contracts when conditions for an advance are
most favorable. Furthermore, if the conditions that led us to enter the market deterio-
rate, then we build in amechanism for exiting thetrade. We can exit before RSI crosses
below the sell line when danger approaches. Now | will give you two ways to do this
including the "Market Wizard" method.

Market Breadth Filtered 8 day RSI:

Rules:

1) Calculate the 10 day simple moving average of the number of advancing issues on
the NYSE. This number is available from most quote services, brokers and finan-
cial television tickers. A ten day moving average is calculated by adding the last
ten days of advances and dividing this sum by 10.

2) Calculate the 10 day simple moving average of the number of declining issues on
the NYSE. Follow the same procedure that you did to calculate the 10 day mov-
ing average of advances.
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3) Divide the 10 day average of advances by the 10 day average of declines.

4) If the value of the division is greater than .75 or 75% then our market breadth filter
is considered positive.

5) Ifthevalue of thedivision isless than .50 then our market breadth filter is consid-
ered negative.

6) If the breadth filter is positive then buy the S& P 500 contracts on the close of the
day when the 8 day RSI crosses from below to above 30.

7) Exit your long position if the 8 day RSI crosses from above to below 65.

8) Also exit your long position if the market breadth filter changes from positive to
negative.

Results and discussion of the Breadth Filtered 8 day RS

This system adds a trend filter designed to get us out of the trade if market breadth
deteriorates while we are in the trade, but the 8 day RSI fails to provide us with an exit.
This technological advance allows us to get out of bad trades more quickly than we
would if we were trading the 8 day RSI system. Profit factor rises to 4.55 from the 3.29
of the basic system. Our net profit increases by $28,000 and our maximum drawdown
shrinks by nearly 65%. This system clearly improvestheresult of the basic system and
gives us a safer way to trade. However, the WIL ratio is still too low at .71. So let us
move to the "Market Wizard" version.

Treasury Note and Treasury Bill Filtered 8 day RSI:

Thesefilters were adaptedfrom a concept discussed by the great S& P trader, Marly
Schwartz who was interviewed in the trading book "Market Wizards." Schwartz sug-
gests trading S& P futures when both bonds and short paper are above their moving
averages. This model draws on Schwartz's concept, but we have added our own twist.
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Rules:

1) Each Friday, record the close of the CBOT's ten-year note future. When the
Friday close of the ten-year note is greater than its 40 week moving average then
the notefilter is positive. If Friday isaholiday, usewhatever closeisthe last close
of the trading week.

2) Each Friday, record the close of the Treasury bill future. When Friday's closing
T'bill futurepriceisgreater than its 40 week moving average, then the short paper

filterispositive.

3) If the notefilter and the bill filter are both positive then the interest rate component
ispositive.

4) If the note filter and the bill filter are both negative then the interest rate composite
isnegative.

5) If either the notefilter or the bill filter is positive while the other is negative, the
last reading of theinterest rate composite staysthe same. A changeinthereading

isonly possibleif both thenoteandthebill filter are aboveor below their moving
averagessimultaneouslyat Friday'sclose.

6) If theinterest rate composite is bullish, buy on the close of the day when the 8 day
RSI crosses from below to above the 40 buy line.

7) Exityourlong tradeif the 8 day RSI crossesfrom above to below the 75 sell line.

8) Exit your long trade if the interest rate composite changes from positive to nega-
tiveeven if RSI hasnot givenanexit signal yet.

Discussion and Results of Market Wizard RSI system:

This version of the 8 day RSI system permits us to trade only when monetary condi-
tions are favorable for stocks. When both short interest rates and intermediate interest
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rates are declining, the monetary environment should normally be favorable for stocks,
We only will trade the S&P futures when we have the interest rate climate on our side.
Notice how with such an excellent filter as positive monetary conditions, we can change
our RS parameters to make buying easer and sdlling harder. This alows us to capture
more dollars during favorable periods while avoiding risk when the monetary climate is
stacked against us. In fact over $200,000 in profits have been collected with this trade.

If the bill and note markets deteriorate while we are in atrade, we simply exit the trade
and wait for the next signal. This system has one of the best track records of any S&P
oscillator system that you are likely to see. With an 8.19 profit factor, 82% accuracy, and
alargest losing trade of less than $7,700, we have agreat system. Add in thefact that the
system sports a 1.82 WL ratio and you have the ingredients of a true "Market Wizard"
mode.



Cchapterl Basic 3 day CCSP99A-Daily

Total net profit
cross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consac. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Performance
§ 140180.00
$ 201350.00

50

43
$ 16525.00
§ 4682 .5¢
0,54

13

21
$ -87325.0C
3.2%
5 @7325.00

Performance Summary:

§ 140180.0C
§ 201350.0¢C

50

43
S 18535.,0C
$ 4682 .55
8.54

13

21
§ -67325.0%
3.289
$§ 67325.00
Performancs
5 g.00C
5 0.0C

0

0
> 0,08
s 0.0¢
100.0¢

0

0
$ 0.02
100.0C
s 0.00

Market Wizard Filter

04/01/82 - 03/31/97

Summary: All Trades
Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
hverage losing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Rsturn on account

Long Trades

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trads({win & loss}

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

Summary: Short Trades
Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account
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Chapterl Basic B day CCSP98A-Daily

04/01/82 - D3/31/87

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
07/01/82 Buy 1 221.900
07/19/82 LExit 1 224.500 [: 1225.00 ¢ 1225.00
08/02/82 Buy 1 222.050
09/01/82 LExit 1 229.C50 s 3425.00 8 4650.00
08/03/83 Buy 1 274.400
03/08/83 LExit 1 277.100 $ 1275.00 § 5525.00
11/02/83 Buy 1 274 .5E0
01/10/84 EExit 3 275.C50 $ 135.00 § 6060.00
01/31/84 Buy 1 z70.500
05/03/84 LExit 1 263.EED & -3485.00 § 2565.00
06/01/84 Buy B 255.C10
08/15/84 LEXit 1 262 .840 s I840.00 § 6405.00
10/04/84 Buy i 260.%560
10/22/84 LEXIt 1 2E65.660 S 2275.00 § 8680.00
11/20/84 Buy 1 260.1:10
12/15/84 LEXit 1 261 .B10 S 775.00 § 5455.00
01/07/85 Buy 1 256.170
01/17/85 LExit 1 Z2€61.720 s 2700.00 § 12155.00
03/18/85 Buy 1 267650
05/28/85 LEXit 1 272.000 s 2100.00 § 14255.00
07/30/85 Buy 1 273.060
10/15/85 LEXit 1 z€7 .4E0 £ -2875.00 § 11380.00
01/23/86 Buy 1 282 .6E0C
02/04/66 LExit 1 z91.7:9 $ £§450.00 & 15830.00
04/08/86 Buy 1 309.75¢
04/18/86 LExit I 217.459 $§ 3775.00 & 19605.00
05/19/86 Buy -2 306.958
06/02/86 1 219,200 5 £050.00 & 25655.00
07/18/86 i 330.680
£9/02/86 15 Jz1.708 $ S475.00 § 31130.00
88/19/B6 i 299.969
11/13/86 1 317:.05350 s 5450.00 § 36580.00
01/02/87 1 323,185
01/23/87 1 345,747 $§ 11200.00 § 47780.00
03/31/87 z 3£2.080
06/10/87 1 I6£8. 050 5 25925.00 § 50705.00
08/10/87 1 285,648
10/05/87 i SSE.340 s 5275.00 3 ©S55880.00
i0/13/87 i 3E€1L.-15%
12/28/87 i 210,655 § -35125.00 § 20655.00
03/28/88 > 322.640
04/14/88 xit 1 321.143 § -825.00 § 19830.00
05/12/88 b 1 316.540
06/16/88 LExit 1 332.843% $ £125.00 § 27955.00
07/25/88 Buy 1 325.620
09/15/88 LExit 1 328.640 $  1400.00 § 29355.00
11/21/88 Buy 1 2235.359
12/09/88 LEX1it 3 335.750 S £125.00 & 34480.00
02/27/89 Buy 1 243.550
03/17/89 LExit 1 345.E50 s 1075.00 § 35555.00
10/16/89 Buy 1 381.210
11/28/89 LExit 1 383.260 5 850.00 & 36505.00
01/16/50 Buy 1 376.748
03/07/50 LExit 1 371.550 4 -2650.00 & 33855.00
04/25/90 Buy =1 364.950
05/25/50 LEXIiE 1 3B6.0E50 $ 10475.00 & 44330.00
0B/09/50 Buy 3 366,940
11/13/90 LExit 1 341.780 § -12650.00 & 31680.00
01/10/91 Buy 1 337.94¢0
01/22/91 LExit 1 351.73%0 $ 6850.00 & 3BS530.00
08/20/91 Buy 1 398.950
08/30/91 LExit 1 414.000 & 7450.00 § 45980.00
08/12/91 Buy 1 406.150
10/21/91 LExit 1 407.95¢ $ 825.00 § 46B05.00




Chapterl Basic 8 day CCSP99A-Daily

04/01/82 - 03/31/97

Market Wizard Filter

17

pate Time Type Cnts Price Signal Mame Entry P/L Cumulative
11/18/381 Buy 1 401.700
01/20/82 LExit 1 431.350 § 14750.00 & 61555.00
03/09/92 Buy b § 419.400
04/20/92 LExit 1 423.750 s 2100.00 § 63655.00
06/11/92 Buy 3 422.150
07/02/92 LExit 1 424.250 $ §975.00 § 64630.00
08/26/92 Buy 1 425.450
03/15/92 LExit 1 431.950 $ 3175.00 § 67805.00
10/08/92 Buy 1 419.850
10/30/92 LExit 1 429.800 S 4900.00 § 72705.00
01/11/93 Buy 1 442 .550
01/26/83 LExit 1 451.350 3 4325.00 § 77030.00
02/19/83 Buy 1 446.650
03/04/53 LExic 1 458.800 S 6000.00 § .83030.00
04/27/93 Buy 1 448.700
05/21/93 LExit 1 456.700 5 3925.00 § B86955.00
09/22/93 Buy ) 3 466.950
10719782 LExit 1 475.650 s 4275.00 § 51230.00
11/05/93 Buy 1 468.900
12/07/93 LExit 1 475.850 5 3450.00 § 94580.00
03/28/94 Buy 1 468,100
05/20/34 LExit 1 461.550 § -3350.0C § 51330.00
06/27/94 Buy 1 454,700
07/19/94 LExit 1 460.300 5 2725.00 s 34055.00
10/07/94 Buy %, 460.200
10/18/94 LExit 1 472,058 s 5850.00 8 99305.00
11/25/94 Buy 1 457 .200
12/22/94 LExit 1 463,550 S 3J100.00 & 103005.00
01/11/96 Buy 1 586,400
01/25/98 LExit 1 599,750 S 65600.00. 8§ 103605.00
04/12/986 Buy 1 615,250
05/28/96 LExit 1 £48.450 $§ 16525.00 § 126130:.00
07/C8/986 Buy 1 623.000
08/05/896 LExit 1 630.550 g 1200.00 $§ 127330.00
12717196 Buy 1 689.150
12730/9¢ LExit 1 715.000 § 12850.00'S 140189.00
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Page 1

Type . System

Nane : Chapterl Basic 8 day
Not es

Last Update : 08/26/97 03:24pm
Printed on : 08/26/97 03:27pm
Verified © YES

If rsi(close,8) crosses above 30 then buy on cl ose;
if rsi(close,8) crosses bel ow 65 then exitlong on cl ose;

(Basic 8 Day RSI System Code)



Chapterl A/D Filter CCSP99A-Daily

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning tradss

Largest winning trads
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Market Wizard Filter 19

04/01/82 - 03/31/97

Performance Summary: All Trades

0.

$ 168465.
$ 215860.
52
45
5 18525.
$ 4796.
14
21
$ -25500.
$ 25500

0c
oo

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Long Trades

0.

4,

$ 1684865.
$ 2158860.
52
a5
$§ 16525.
$ 4796 .
14
21
$§ -25500.
§ 25500.

00
oC

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
2vg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Short Trades

4
o

.00
.00
.00

.00

.00

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

4 4

r U

oy U

$

r 4 4

0.
~47395.

87%
7

-17650.
-6770.
3239.

528
-47395.

87%
7

-17650.
-6770.
3233.

o0 Q

o0

0%

00
00

00
00

0o
|
71
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Chapterl A/D Fils

er CCSP9SA-Daily

c4/01/82 - 03/31/97

Cumulative

Date Time Type OCnts Price Signal Name Entry P/L

07/01/82 1 221.90¢C

07/18/82 1 224.500 s 1225.00 § 1225.00
08/02/82 1 222.050

08/01/82 1 229.050 s 3425.00 § 4650.00
08/03/83 1 274.40¢0

09/09/83 1 277.10C $ 1275.00 % 5925.00
11/02/83 - 3 274.580

01/10/84 1 275.000 s 135.00 & 6060.00
01/321/84 1 270.500

05/03/E84 1 263.660 § -3495.00 & 2565.00
06/18/84 1 253,140

08/15/84 1 262.840 s 4775.00 % 7340.00
10/04/84 1 260.960

10/22/84 1 265.660 s 2275.00 § 9615.00
11/20/84 1 260.110

12/19/84 £ 261.810 s 775.00 $ 10390.00
01/07/85 1 256.170

01/17/85 1 261.720 $ 27€0.00 § 13090.00
03/19/85 1 267.650

05/28/85 1 272.000 $ 2100.00 § 15190.00
07/320/85 1 272,060

10/15/85 1 267.460 s -2875.00 8§ 12315.00
01/23/86 1 282.660

02/04/86 1 281.710 s 4450.00 $§ 16765.00
04/08/86 1 309.750

04/1B/86 1 317.450 s 3775.00 § 20540.00
05/19/86 1 3106.550

06/02/86 1 318.200 s 6050.00 § 26550.00
07/18/86 1 310.600

08/02/86 1 321.700 s 5475.00 § 32065.00
09/19/86 1 305.8860

311/13/86 1 317.610 S 5450.00 § 37515.00
01/02/87 1 323.150

01/23/87 1 345.740 § 11200.00 § 4£8715.00
03/31/87 1 362.0%0

06/10/87 1 368. 050 $ 2925.00 § 51640.00
08/10/87 1 IES.640

10/05/87 1 356.340 s 5275.00 § 56915.00
10/13/87 1 3g1.1¢90

10/15/87 1 363.790 § -8775.00 § 48140.00
12/04/87 1 291.080

12/28/87 1 310.680 = ©725.00 § S7865.00
03/28/88 1 322,640

04/14/88 1 321.140 H -825.00 § 57040.00
D5/12/88 1 316.540

D6/16/88 1 332.540 5 £125.00 § ©B5165.00
67/25/88 1 325.680

06/15/88 1 3I28.640 5 1400.00 § 66565.00
11/21/88 1 325.350

12/08/88 1 335.790 s 5125.00 $ 71690.00
02/27/89 1 243.550

03/17/83% 1 345.850 § 1075.00 & 72765.00
10/16/89 1 381.210

11/28/89 i 383.260 H 350.00 & 73715.00
01/16/90 1 376.740

03/07/80 1 371.590 § -2650.00 § 71065.00
04/25/90 1 364,990

05/25/90 1 386.080 $ 10475.00 § 81540.00
08/08/90 1 366.940

08/23/50 LEXIit 1 331.750 $ -17650.00 § 63890.00
09/25/90 By 1 333.940

11/13/80 LExit 1 341.790 s 3850.00 & 67740.00
01/10/91 Buy 1 337.940

01/22/91 LExit 1 351.780 B 6850.00 & 745980.00




Chapterl A/D Filter

CCSP99A-Daily

04/01/82 - £3/31/897

Market Wizard Filter

21

Date Time Type Cnts Price Signal Name Entry B/L Cumulative
08/20/91 Buy b 398.950

08/30/91 LExit 1 414.000 g 7450.00 § 82040.00
09/12/91 Buy E 406.150

10/21/91 LExit 1 407.950 $ 825.00 § 82855.00
11/18/91 Buy 1 401.700

01/20/82 LExit 1 431.350 § 14750.00 § 97615.00 2
03/09/92 Buy bl 419.400

04/20/92 LExit 1 423.750 5 2100.00 § 59715.00
06/11/92 Buy 1 422.150

07/02/92 LExit 1 424 .250 S 975.00 ¢ 100690.00
08/26/92 Buy 1 425.450

09/15/92 LExitc 1 431.950 3 3175.00 ¢ 103865.00
10/08/92 Buy 3. 419.850

10/30/92 LExit 1 429.800 $ 4300.00 § 108765.00
01711793 Buy X 442.550

01/26/93 LExit 1 451.350 s 4325.00 $ 113090.00
02/158/93 Buy X 446,650

03/04/93 LExit 1 458.800 S 6000.00 § 115090.00
04/27/393 Buy L 448.700

05/21/383 LExit 1 456.700 s 3925.00 & 123015.00
09/22/93 Buy b 8 466.950

10/19/793 LExit 1 475.650 S 4275.00 & 127290.00
11/05/93 Buy % 468.900

12/07/83 LExit 1 475.950 S 3450.00 § 130740.00
U3/28/94 Buy 1 458.100

04/04/94 LExit 1 446,000 $ -11125.00 & 119615.00
06/27/94 Buy 1 454.700

07/18/94 LExit 1 460.300 S 2725.00 § 1223340.00
10/07/94 Buy 1 460.200

10/18/94 LExit 1 472.050 s 5850.00 § 128180.00
11/25/94 Buy 1 457.200

12/22/94 LExit 1 463.550 s 3100.00 § 131250.00
01/11/96 Buy 1 585.400

01/25/96 LExit 1 589 . 750 =3 6500.60 ¢ 137890.040
04/12/98 Buy b @ 615.250

05/28/96 LExit 1 648.450 § 16525.00 § 154415.00
07/03/96 Buy L 628,000

CB/05/96 LExit 1 630.550 5 1200.00 § 155615.00
12/17/96 Buy 1 689.150

12730798 LExit 1 715.000 § 1285C.00 § 168465.00



22

Trading Secrets ofthe Inner Circle

Page 1

Type System

Nane Chapt er 1 AD Filter
Not es

Last Update 08/ 26/ 97 03: 16pm
Printed on 08/ 26/ 97 03: 18pm
Verified YES

vars: adv(0O), dec(O, quotient(0);

adv=aver age( cl ose, 10) of dataz2;
dec=aver age(cl ose, 10) of data3;
quot i ent =adv/ dec;

if quotient> 75 then conditionl=true;
if quotient<.50 then conditionl =fal se;

if conditionl=true and rsi(close,8) crosses above 30 then buy on close;

if rsi(close,8) crosses below 65 then exitlong on close;

if conditionl=false then exitlong on cl ose;

Printed using TradeStation PowerEditor

by QOrega Research Version 4.02.17

Cct

02 1996



Chapterl Wizard

Total net profit
cross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consac. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size reguired

Total net profit
Gross profit

Total # of trades
Number winning trades

Largast winning trade
Average winning trads
Ratic avg win/avg less

winners
in winners

Max consec.
Avg # bars

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trads
Average winning trade
Ratio avg win/avg loss

Max censec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

CCSP99A-Daily

Performance Summary:

$ 200170.00
$ 228025.00

33

27
$ 20975.00
5 8445.37
1.82

17

47
$ =12075.20
8118

$ 12075.0C0

Performancs

$ 200170C.Q0
$ 228025.080
33
&7
§ 20875.00
8 844% .37
1.82
17
47
$ -12075.00
g.18
$ 1207%.00

$ .00
24 .60
¢
§ C.00
5 C.00
10C.00
0
G
$ c.oo0
100.00
$ C.00

Market Wizard Filter 23

04/02/82 - 04/04/87

All Trades

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
avg trads(win & loss)

Max consec. losers

Avg 4% bars in losers

contracts held
account

Max &
Baturn on

Summary: Long Trades

Percent profitable
Number losing trades

Largast losing trade
Average losing trade
Avg trade{win & leoss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

Summary: Short Trades
Open position P/L
Gross loss

Parcent profitable
Number losing trades

Largasst losing trads
Average leosing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

r Ur

$
$
$

L 4

U Uy e

r U U

0.
-27855.

82%
6

=7675.
-4642.

00

00

00
50

6065.76

0:
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B2%
6

-7675.
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Chapterl Wizard CCSP99A-Daily 04/02. 22 - 04/04/97

Date Time Type Cnts Price Sizmal Name Entry P/L Cumulative
04/22/83 Buy 1 271.850

04/25/83 LExit 1 270.000 5 -900.00 S -900.00
05/23/83 Buy 1 275.800 '

06/24/83 LExit 1 281.250 5 2650.00 § 1750.00
01/24/84 Buy b Z72.758

03/23/B4 LExit 1 Z60.EE0 § -£120.00 & -4370.00
02/10/84 i 263,520

01/24/85 1 267.670 S 1565.00 § -2405.00
03/12/85 1 Z6B.970

05/14/85 i 268.850 3 -135.00 § -2540.00
06/14/85 3 270.900

07/18/85 1 279.4€0 $ 4205.00 § 1665.00
07/25/85 3 275.410

11/25/85 1 281.7¢60 5 3100.00 § 4765.00
C1/24/86 1 284 .810

02/19/86 1 298.9:0 s £975.00 & 11740.00
04/08/86 1 309,780

05/30/86 1 321.700 5 5900.00 § 17640.00
06/11/86 1 314,850

C8/19/86 1 321.150 b 2075.00 § 20715.00
09/22/86 1 310.080

11/06/86 1 321.€E80 s 5725,.00 § 26440.00
11/20/886 1 317.660

01/23/87 T 345,740 S 13965.00 § 40405.00
04/06/E8 2 3305140

05/20/88 1 315.440 $ -7425.00 § 32980.00
07/05/8% 1 366,510

08/C1/E9 1 387.010 $ 5975.00 § 47955.00
co/18/83 1 3B8.6€60

10/11/89 1 356.510 $ 3650.00 S 46805.00
10/16/E92 1 3B%.210

01/04/90 3 324,480 S 65E5.00 $ S3370.C0
10/30/50 i 328 .B40

12/06/50 1 353,340 $ 12075.00 § 65445.00
01L/16/21 2 240,050

02/01/81 3 365.340 $ 12S50.00 § 778585.00
0s/01/31 i 402.%C00

01/10/52 3 4£30.2C6 $ 13575.00 & 91570.00
C1/30/92 b £26.000

C8/04/82 f 435,250 s £500.00 & 96470.00
08/27/92 1 426.150

12/02/92 1 441.85C0 S 7800.00 S 104270.00
01/06/53 1 446,E00

02/08/93 1 460.000 5 6525.00 % 110785.00
02/22/93 b £48.050

08/23/93 LExit 1 465,700 s B750.00 $ 1159545.00
09/22/83 Buy 1 466,950

10/18/93 LExit 1 478.EC0 § £850.00 § 125395.00
11/23/93 Buy 1 471.C30

01/11/54 LExit 1 483.000 S 5500.00 § 131235.00
02/08/85 Buy 1 483,750

03/31/85 LEEIEY 500.760 s 8400.00 $§ 139695.00
05/19/85 Buy 1 516.650

06/21/85 LExit 1 540.650 § 11925.00 $ 151620.00
08/14/85 Buy 1 553.400

08/21/85 LExit 1 573.600 $§ 10025.00 § 161645.00
10/11/95 Buay 1 570.300

11/30/95 LExit 1 594,200 5 11875.00 5 173520.00
12/19/95 Buy 1 598.600

02/14/96 LExit 1 636.650 $ 18550.00 % 192470.00
03/01/96 Buy 1 628.000

03/08/96 LExit 1 612.800 § -7675.00 § 184795.00
12718796 Buy 1 €94 .050

01/23/97 LExit 1 736.150 £ 20975.00 & 205770.00
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Chapterl Wzard CCSP99A- Dai | y 04/ 02/ 82 - 04/04/97

Dat e Ti ne Type Onts Price Signal Nane Entry PFL Qunul ative
03/ 03/ 97 Buy 1 751. 150

03/ 21/ 97 LExit 1 740. 100 $ -5600.00 $ 200170.00
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Page 2. e
Type System

Nane Chapterl Wzard

Not es

Last Update 08/ 26/ 97 03: 39pm
Printed on 08/ 26/ 97 03: 47pm
Verified YES

if close of data2>average(cl ose, 40) of data2 and cl ose of data3>average(cl ose, 40) of data3
and rsi(close, 8) crosses above 40 then buy on cl ose;

if rsi(close,8) crosses below 75 then exitlong on close;

if close of data2<average(cl ose, 40) of data2 and cl ose of data3<average(cl ose, 40) of data3
then exitlong on close;

Printed using TradeStati on PowerEditor by Qrega Research Version 4.02.17 - Cct 02 1996



Chapter 2

The VIX Index Timing M ode

Volatility represents one of the key elements in the pricing of stock index options. Im-
plied volatility represents the options market's consensus opinion of future annualized
change in an underlying vehicle. The VIX index, tracked by the CBOE, measures the
implied volatility of a series of "a the money" OEX index options. Typicaly the VIX
will range between 10% and 20%. The higher the VIX index, the more expensive option
pricesaredueto volatility.

In developing your OEX trading strategies, you should take into account the level of
implied volatility as measured by the VIX. Ideally, you should be selling options when
implied volatility ishigh and about tofall. By the sametoken, you should attempt to buy
optionswhen implied volatility islow and about to rise.

The VIX model that | am about to share with you isdesigned to give you a small advan-
tage in figuring out the direction of implied volatility. The model has excelled at catching
2-3 point moves in the VIX on the long and the short side. In fact, the model has had a
perfect track record using only very simple rules.

You cannot go and trade the VIX index since no vehicle exists that isolates option im-
plied volatility. Infact, | tried to price custom derivative options on the VIX with five
major Wall Street equity derivatives departments and each refused to be my counterparty
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on the trades. Therefore, rather than trade the VIX, you should incorporate the VIX
model into your option strategies as noted.
Track records referred to in this chapter can befound on pages 29-32.

Rules of the VIX model: (Test period 5/93-8/97)

1) Sdl VIX index at the close if it rises 2 points (i.e. from 15 to 17) above its 40 day
moving average.

2) Exit short VIX index on close if the index falls more than 2 points below your
short entry level and the VIX isless than 2 points above its 40 day moving aver-

age.

3) Buy VIX index at thecloseif it falls 2 points (i.e. from 11 to 9) below its 40 day
moving average.

4) Exitlong VIX index on close if it rises more than 2 points above your long entry
level andthe VIX isgreater than its 40 day moving average minus2 points.

Results and discussion:

The VIX model gave 37 signals. Every signal but one, eventually showed a gain. The
average trade resulted in a pickup of 2.93 points on the VIX. Of course, the model does
not capturethe exact turning point inimplied volatility. At times, markets have moved
against positions for a number of sessions.

Wall Street hashired abevy of scientiststo predict implied volatility. However, by simply
recognizing that the VIX index has a distinct tendency to revert to mean values, we
should be able to make our options trading more efficient. Also notethat short positions
initiated by the model on the VIX last fewer days than longs. This may be due to a
tendency for market volatility toriselessrapidly thanit falls. The shortshave generated
more rapid exits.
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Vix System VIX.X-Daily 05/24/93 - C8/25/97

Performance Summary: All Trades
Total net profit $ 108.47 Open position P/L $ 0.43
Gross profit $ 108.53 Gross loss § -0.086
Tetal # of trades 37 Percent profitable 97%
Number winning trades 36 Number losing trades 1
Largest winning trade $ 7.45 Largest losing trade $ -0.08
Average winning trads 3 3.01 Average losing trade S -0.08
Ratio avg win/avg loss 50.25 Zvg trade(win & loss) § 2.93
Max consec. winners 30 Max consec. losers 1
Avg # bars in winners 18 Avg # bars in losers 835
Max intraday drawdown S -10.28
Profit factor 1808.83 Max # contracts held 1
Account size required 54 10.2¢ Return on account 1057%

Performancs Summary: Long Trades
Total net profit g 49.72 Cpen position B/L s 0.60
Gross profit $ 49 .72 Gross loss 5 000
Total # of trades 12 Percent profitable 100%
Number winning tradas 12 Number losing trades 0
Largest winning trade $ 7.45 Largest losing trade $ 0.00
Average winning trade s 4.12 Average losing trade $ 0.040
Ratio avg win/avg loss 100.06¢2 Avg trads(win & loss) 5 4.14
Max consec. winners 12 Max consec. losers v
Avg # bars in winners 32 2Avg # bars in losers e
Max intraday drawdown 8 =-2.,32
Profit factor 100.0GC Max # contracts held 1
Account size required o 2.32 Bsturn on account 2143%

Performance Summary: Short Trades
Total net profit 5 58.75 Cpen position P/L § 0.43
Gross profit 53 58.81 Gross loss g 0.08
Total # of trades 25 Parcent profitable 95%
Number winning trades 24 Number losing trades 1
Largest winning trade § 4.32 Largest losing trade 5 -0.68
Average winning trade S 2:.45 Average losing trade 5 -0.08
Ratio avg win/avg loss 40 .84 Avg trade(win & loss) 4 2.35
Max consec. winners 20 Max consec. losers 1
Avg # bars in winners 11 Avg # bars in losers 85
Max intraday drawdown S -10.2¢
Profit factor 8980.17 Max # contracts held 1
Account size required $ 10.26 Return on account 573%
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Vix System VIX.X-Daily 05/24/5%3 - 08/25/97

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
09/20/83 Sell 1 14.670

09/27/83 SExit 1 11.500 s LT 8 3.317
11/04/93 Sell 1 14.5C0

11/12/583 SExit 1 12.8C0 s 2.16 § Sl
11/16/53 sell 1 14.520

11/24/53 SExit 1 12,030 § 2.49 § 7.76
12/16/83 Buy 1 1C.43C

02/04/94 LEXit 1 14.510 S 4.08 § 11.84
02/04/94 Sail 13 i4.510

02/07/94 SExit 1 12.4EC 5 2.03 8 13.87
02/10/84 Sell 1 14.320

03/17/594 SExit 1 12.620 § 2:2% § 16.10
03/2%/594 sell 1 16.500

04/21/594 SExit 1 13.5C0 S 2.60 ¢ 18.70
04/26/54 Buy 1 12.68¢C

06/24/%4 LExXit 1 17. 180 -3 4.50 % 23.20
06/24/5%4 Sell 1 17.180

06/27/%4 SExit 1 13.670 5 351§ 26.71
C6/30/54 Sell 1 15.E20

07/07/54 SExit 1 13.78C £ 2.03 5 Z8.74
07718/94 Buy 1 10.550

09/20/94 LExit 1 13,50 $ 3.35 8§ 32.08
09/20/%4 Sell 1 13.9C¢C

12/14/94 SEXIY 1 12,5808 s 1.40 § 33.49
12/14/5%4 Buy 1 12.50¢C

05/731/95 LExit 1 14.560 £ 2.06 S 35.55
05/31/585 Sell 1 14.560

06/13/85 SExit 1 12,21 S 2.35 § 37.50
09/01/95 Buy 1 11.430

10/04/85 LExit 1 14,540 $ 3.5 & 41.41
10/04/85 i1 1 14 <]

11/03/85 1 12.€EC g 2.26 § 43.67
11/28/85 1 11.£88

12/18/55 i 15010 5 3.32 § 46.965
12/18/85 i i5.410

12/19/85 25 12,620 s 2.49 § 49.48
01/09/%6 1 15,640

01/13/%6 1 13. £E5 5 2.04 § 51.582
02/08/96 1 =

04/13/56 i g s Dide § S1.7¢
04/19/86 1 15.850

0E/18/86 LExit 3 18,140 5 3.19 & 4,83
06/18/8%6 Sell 1 18140

06/25/86 SExit 1 16.E30 $ 2.31 § 57.24
C6/28/86 Buy 1 15.25¢C

07/15/86 LExit 3 22 .650 5 7.45 § 64 .69
07/15/86 Sell 1 22.€650

07/18/96 SExit 1 18.33C L] 4.32 § 69.01
07/22/86 Sell 1 21.530

07/26/96 SExit 1 18.€20 -} 2:9%1 8§ 71.92
07/29/86 Sell 1 20.80C

08/02/86 SExit 1 17 .C80 $ 3.71 § 75.63
08/09/%6 Buy 1 16.2€60

09/05/96 LExit 1 21.140 5 4.88 § £0.51
09/05/%6 Sell 1 21.140

09/06/%6 SExit 1 17 .930 s 3.21 § 83.72
10/28/56 Sell 1 15.250

11/06/96 SExit 1 17.220 $ 2.03 & B5.75
11/14/96 Buy 1 15.160

12/03/96 LExit 1 15.770 $ 4.61 5 90.36
12/03/96 Sell 1 18.770

04/07/87 SExit 1 19.830 $ -0.06 § 90.30
04/07/87 Buy 1 19.E30

05/16/87 LExit 1 24.210 S 4.38 § 94.68




Vix System VIX.X-Daily

05/24/93 - 08/25/97

The VIX Index Timing Model
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Date Time Type Cnts Price Entry P/L Cumulative
05/16/97 Sell 1 24.210
05/20/97 SExit 1 21.700 5 Z.51 97.19
0&/25/97 Sell 1 24.250
07/02/97 SExit 1 21.52¢0 $ 213 99.92
07/18/97 sell 1 26.120
07/23/97 SExit 1 24.040 g 2.08 102.00
08/07/97 Buy 1 20.910
08/12/97 . LExit 1 25.300 S 4.39 106.39
08/12/97 Sell 1 25.300
0B8/20/97 SExit 1 23.220 3 2.08 108.47
08/21/97 Sell 1 26.820
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Page 1

Type System
Narre Vi x System
Not es

Last Update 08/26/97 04:12pm
Printed on 08/ 26/ 97 04: 17pm
Verified NO

if cl ose>average(cl ose, 40) +2.00 then sell on cl ose;

if cl ose<average (cl ose, 40) +2.00 and cl ose<entryprice -2.00
then exitshort on cl ose;

if close<average(close, 40) -2.00 then buy on cl ose;

if close>average(cl ose, 40) +2.00 and cl ose>entryprice +2.00
then exitlong on close;

Printed using TradeSt ati on Power Edi t or by QOrega Research Version 4.02.17 - Cct 02 1996



Chapter 3

Crash Filters For The Sock
M ar ket

This chapter will be short and sweet. Though the topic may seem abit unusual, it may
end up being the most important chapter in the book for many of you. The information
contained is crucial. Indeed, recognizing the pattern | will show you may very well end
up saving your career as atrader. It may aso make your career as atrader if the pattern
unfolds, and you take aggressive positions for asmash. Infact, in 1994, this model gave
asignal that | relayed to my fund manager. He took immediate action in the OEX Put
market and saved the fund millions of dollars over the next month. The subject of this
report is panic liquidation of the stock market, when it has happened, how to predict it,
and how to profit from it.

My crash filter pattern does not get tripped too often. Usually the market goes up. In
fact, on only 235 days has the trade cdled for a short position in the market snce 1986.
Even when the pattern does occur, there have been times when no panic liquidation has
taken place. Do not panic yourself when the pattern appears imminent. No market move
can be cdled inevitable. However, taking protective measures with your money and
making a speculation in put options seem warranted.

Many commentators have theorized that drops in the price of Treasury instruments such
as bonds, notes or hills can be very negative for stocks. Similarly, other researchers have
found alink between the U.S. dollar's price momentum and stock prices. A falling dollar
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normally is negative for stocks while arising dollar is positive.

What this report will show you isacompletely mechanical method for gauging the wesk-
ness of Treasury notes and the trade-weighted U.S. dollar for use in S& P trading. My
studies show conclusively that panic liquidation of stocks occurs most readily when a
simultaneous deterioration of intermediate/long term government bonds and the trade-
weighted dollar istaking place. Sometimes just one of these conditions can be met and
stocks drop, but the combined meltdown has carried more dire consequences.

Requirements of the Crash Filter Modd:

1) Maintain the weekly closing prices of the ten-year note future. Every Friday, write
down the closing price of the ten-year note. If Friday is a holiday, record the close of
the last day of the week in its place.

2) Maintainthe weekly closing prices of the U.S. dollar index futures contract. Every
Friday write down the closing price of the trade-weighted dollar futures. (Symbol
DX) If Friday is aholiday, record the close of the last day of the week in its place.

Rules of the crash Filter Modd:

1) Iftheweekly close of theten-year note islower than the lowest weekly closing price
of the ten prior weeks, then the interest rate filter is bearish.

2) If the weekly dose of the U.S. dollar index future is lower than the lowest weekly
closing price of the eight prior weeks, then the currency filter is bearish.

3) If boththeinterest ratefilter and the currency are bearish on the same date, then our
crash modd goes into effect. The crashfilter remainsin effect for 20 daysfollowing
thesignal. Long postions at thistime carry maximal risk while shorts carry maximal
reward potential.

4) At the end of 40 days, exit shorts and reset the modd. If the interest rate and cur-
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rency filter are both bearish at the next weekly close, then the signal goes into effect
for 40 days starting at that repeat signal date instead of the previous signal date.

Track record and discusson:
(Includes $75 commission and dippage costs)
Track records referred to in this chapter can be found on pages 36-38.

As you can see, this model went into action during all the bear market years since the
study period began in 1986. The mode handily caught the collgpses in early and late
1987. It caught the landdides of early and late 1990. Finaly, the model caught the last
bear year, which as of the date of thiswriting, was 1994. The model signaled two false
trades in 1988. Asyou can see, not even the simultaneous declines of the Treasury and
U.S. dollar markets can guarantee a stock market decline.

However, the modd made 9.10 dollars for every dollar that it lost. It isolated the three
major bear phases of the past 10 years and made $101,295 on a single contract in less
than 250 days of activity. | pay very close attention to this model and encourage you to
do the same.
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chapt3 crash CCSP99A-Daily

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avyg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

04/21/82

- 04/04/97

Performance Summary: All Trades

$ 101295.00
$ 113800.00
11
)
$ 68700.00
$ 12644.44
2.02
5
3%
$ ~18455.00
9,19
$ 18455.00

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Long Trades

s 0.00
$ 0.00
0]
0
$ 0.00
s 0.00
100.00
0
0
=) 0.00
100.00
5 0.00

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Short Trades

5 101295.00
$ 113800.00
Lk
9
§ 68700.00
§ 12644 .44
2.02
5
31
$ ~18455.00
9.10
§ 18455.00

Open peosition P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account
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4 Uy Ut
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0.00
-12505.00

82%
2

-9505.00
-6252 .50
9208.64

2
40

0.00
-12505.00

B82%
2

-9505.00
-6252.50
9208.64



chapt3 crash CCSP99%A-Daily

04/21/B2 - 04/04/97

Crash Filters for the Stock Market

Cumulative
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Date Time Type Cnts Price Signal Name Entry B/L
02/13/87 Sell 1 358.490

04/13/87 SExit 1 355.390 $ 1550.00 § 1550.00
04/13/87 Sell 1 355.390 -

04/13/87 SExit 1 355.390 $ 0.00 § 1550.00
08/21/87 Sell 1 404 .440

10/13/87 SExit 1 267.040 $ 68700.00 § 70250.00
10/19/87 Sell 1 267.040

10/19/87 SExit 1 267.040 s 0.00 § 70250.00
04/04/88 Sell 1 319.690

05/31/88 SExit 1 325.690 § -3000.00 $ 67250.00
11/25/88 Sell 1 325.840

01/24/89 SExit 1 344.850 $ -9505.00 $ 57745.00
09/29/89 Sell 1 389.310

11/27/89 SExit 1 383.410 $ 2950.00 § 60695.00
12/29/89% sell 1 390.990

02/27/90 SExit 1 365.990 $ 12500.00 § 73195.00
08/10/90 sell 1 362.840

10/08/90 SExit 1 340.040 $ 11400.00 § 84595.00
02/18/94 Sell 1 475.800

04/19/84 SExit 1 445.850 $ 12975.00 § 57570.00
09/09/94 Sell 1 473.400

11/04/94 SExit 1 465.950 $§ 3725.00 $ 101295.00
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Page 1

Type : System

Name : chapt3 crash
Notes H

Last Update : 08/26/97 10:33pm
Printed on : 08/28/97 09:33pm
Verified : NO

{Crash Filter Pattern}

if valuel=0 then begin

if close of dataZ<lowest(close,8)[1] of data2 and
close of datal<lowest(close,8)([1l] of data3l

then sell on close;

end;

if barssinceexit(1)>1 then begin

if close of datal2<lowest(close,8)[1) of dataZz and
close of data3d<lowest(close,8) (1] of data3

then sell on close;

end;

if barssinceentry=20 then exitshort on close;
if barssinceentry=20 then valuel=valuel+l;

{You can test by opening a print window and using
the following section. Check very bottom of print window
by =crolling down to the end of it)

if date»880513 and date <880531 then print
{date, * ":" BSEntry “,barssinceentry, * bsexit ", barssinceexit{l));

Printed using Tradestation PowerEditor by Omega Research Version 4.02,17 - Oct 02 1996



Chapter 4

Trading the Options
Expiration Method

Asyou may know, on option expiration day each month in the sock market, volume and
volatility have atendency to swell. Very small movesin the stock indices may determine
whether or not vast sums are won or lost in the options markets. Indeed, there is an
overwhelmingly powerful motivefor largetradersto act to maketheir positions profit-
able at expiration. In this chapter, you will learn how market makers and large traders
act in ways that create profit opportunity for savvy professionals.

Specificdly, | will teach you how and when professionals have been taking positions to
profit from the expiration shenanigans. The mechanical entry into the S& P 500 futures
contract provided has made approximately $115,000 with 76% accuracy trading asingle
contract. | encourageyou not to fear to trade the expirations, but to study them instead.
Track records referred to in this chapter can be found on pages 42-51.

Predatory trading tactics at expiration

Onetactic that can sometimes be seen on expiration day in stock indicesisnicknamedthe
"ParisMarch" by top hedge fund traders. The nickname comesfrom the famous pictures
of the Nazis marching by the Arc de Triomphe in Paris during WWII. In the photo,
heavily armed bullies storm the city while the resdents stand by defenselesdly.
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Similarly, in the stock market, major players will buy large positions in individual stock
cal options before expiration day. Traders are happy to sdl these short-term options to
the big players because the time decay is s0 extensvely close to expiration that the sde
looks like a good bet. However, the trick that follows can end up putting the sdler out
of business.

To carry out the Paris March, the large house that bought the calls buys the underlying
stock(s) just an hour or so before expiration to force the cdls into the money. Cdll
options that were dightly out of the money suddenly go into the money and force the
brokerage houses to scramble to buy stock to meet the exercises. This strategy creates
a short-term buying surge and the buying looks to be coming from many sources—a
powerful psychological driver in the market. Thetrading house profits on itslong cash
position and its calls or short puts at expiration. Naturally, the market has atendency to
go down the morning following expiration as the artificial demand for stocks disappears.

| have created a historica calendar for you of options expirations from 1981-1997 so
that you may conduct your own research into expiration phenomena. But now, | will
giveyou my best trading strategy for exploiting the upward bias of many pre-expiration
periods.

Our Winning Expiration Trading Method

| look for an unusual disturbance in volatility patterns 4-5 days prior to options expira-
tion to tip me off that a tradable expiration move is on the way. This system takes
positions at the close of the "tip-off day and holds until the close of the expiration day.

Rules

1) If the range of the day five trading days before expiration day is less than 70% of the
average range of the previous three days or is greater than 140% of the average
range of the previous three days then an unusual volatility disturbance has taken
place.
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2) Givenanunusual volatility disturbancefivedaysbeforeexpiration, buy the S& P500
futures on the close of the unusual disturbance day.

3) Hold the long futures position until the close of options expiration day.

Discussons and Results

(Using Prophet Information Services continuous, adjusted futures S& P 500 datafrom
4/82-4/97. ($75 deducted for costs.)

We have tested results of trading on a volatility disturbance four days before expiration
with very similar results. However, for the record, we will use five days as our model
pattern. The expiration system has traded 66 times since 1982. Tota net profit of
$122,530 has been achieved trading only one lot. Profitability for this model has in-
creased sharply in recent years as the phenomenon has become more pronounced.

The system has a0 talied up an extraordinary win/loss ratio of 2.43 and an impressive
profit factor of 7.30.

Y ou would have been in the market for only 340 daysusing this modd. Therefore, being
long less than 10% of the time since the inception of the S& P contract, this model has
captured approximately 51 % of the total index points of buy and hold. This dtatistical
phenomenon isvery powerful. 1f you think likewise, maybeyou will conduct your own
research into this type of trading.

For users of Tradestation, the code and calendar for the expiration system are included
on thefollowing page:
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OPTIONS EXPIRATION CALENDAR

1981 - 1997
year| jan| feb| mar| apr| may| jun| jul| aug|sept| oct| nov| dec
1981 16| 20/ 20f 16/ 15[ 19 17| 21[ 18] 18] 20[ 18
1982] 15| 19| 19| 18] 21| 18] 18] 20] 17] 15| 19| 17
1983| 21| 18] 18] 15/ 20] 17| 15/ 19| 18] 21| 18] 16
| 1984 20 17 18{ 19 18] 15| 20( 17| 21| 19 18] 21
1985 18] 15| 15| 19| 17| 21| 19] 18/ 20/ 18] 15 20
1986{ 17 21| 21| 18] 16f 20/ 18] 15| 19| 17| 21| 19
1987] 16| 20[ 20| 16| 15| 18| 17| 21[ 18| 16| 20 18|
1988] 15] 19] 18] 15| 20[ 17| 15] 19] 16| 21| 18| 16
1989] 20 17[ 17| 21| 19] 16| 21| 18] 15/ 20| 17| 15
1990| 19| 16| 16| 20{ 18| 15{ 20| 17| 21| 18| 16| 21
1981] 18] 15| 15| 19| 17| 21| 19| 16/ 20| 18] 15| 20
1992| 17| 21| 20[ 18] 15| 19| 17| 21| 18] 18] 20{ 18
1993 15/ 19] 19| 16[ 21| 18 16/ 20{ 17| 15] 19| 17
_de94] 21| 18] 18] 15| 20] 17] 15| 19| 16/ 21] 18] 16
- 1995] 20° 17| 17] 21| 19| 16| 21| 18] 15 20| 17[ 15
1996| 19' 16] 15[ 19| 17[ 21| 19| 16 20| 18| 15| 20
1997, 17, 21| 21| 18] 18] 20/ 18] 15/ 19 17} 21| 19
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GTC-Expiration CCSP99A-Daily 04,01/82 - 03/31/97

Performance Summary: All Trades

Total net profit $ 122530.00 Open position P/L s 0.00
Gross profit § 141980.00 Gross loss $ -19450.00
Total # of trades 68 Percent profitable 75%
Number winning trades 51 Number losing trades 17
Largest winning trade ¢ 10800.00 Largest losing trade § -4850.00
Average winning trade $ 2783.92 Average losing trade 8§ -1144.12
Ratio avg win/avg loss 2.43 Avg trade(win & loss) s 1801.91
Max consec. winners 16 Max consec. losers 3
Avg # bars in winners 5 Avg # bars in losers 5
Max intraday drawdown $ =6175.00
Profit factor 7.30 Max # contracts held 1
Account size required § 6175.00 Return on account 1984%
Performance Summary: Long Trades
Total net profit $ 122530.00 Open position P/L s 0.00
Gross profit $ 141980.00 Gross loss $ -19450.00
Total # of trades 68 Percent profitable 75%
Number winning trades 51 Number losing trades 17
Largest winning trade $ 10800.00 Largest losing trade $§ -4850.00
Average winning trade ] 2783.92 Average losing trade $ -1144.12
Ratio avg win/avg loss 2.43 Avg trade(win & loss) S 1801.91
Max consec. winners 16 Max consec. losers 3
Avg # bars in winners 5 Avg # bars in losers 5
Max intraday drawdown $§ -6175.00
Profit factor 7.30 Max # contracts held 1
Account. size required S 6175.00 Return on account 1984%
Performance Summary: Short Trades
Total net profit s 0.00 Open peosition P/L $ 0.00
Gross profit S 0.00 Gross loss § 0.00
Total # of trades 0 Percent profitable 0%
Number winning trades 0 Number losing trades 0
Largest winning trade § 0.00 Largest losing trade 5 0.00
Average winning trade & 0.00 Average losing trade § 0.00
Ratio avg win/avg loss 100.00 Avg trade(win & loss) 5 0.00
Max consec. winners 0 Max consec. losers 0
Avg # bars in winners 0 Avg # bars in losers 0
Max intraday drawdown 5 0.00
Profit factor 100.00 Max # contracts held V]

Account size required § 0.00 Return on account 0%
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GTC-Expiration CCSP99A-Daily 04/01/82 - 03/31/97

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
12/10/82 Buy 1 251.520
12/17/82 LExit 1 250.160 § -680.00 & -680.00
06/10/83 Buy 1 274.350
06/17/83 LExit 1 281.500 $ 3575.00 &  2895.00
07/08/83 Buy 1 278.350
07/15/83 LExit 1 275.200 § -1575.00 & 1320.00
08/12/83 Buy 1 273.450
08/19/83 LExit 1 274.900 & 725.00 § 2045.00
11/11/83 Buy 1 275.730
11/18/83 LExit 1 274.580 $ -575.00 § 1470.00
0D1/13/84 Buy 1 274.150
01/20/84 LExit 1 273.050 $ -550.00 % 920.00
03/09/84 Buy 1 259 .800
03/16/84 LExit 1 263.010 $  1605.00 §  2525.00
04/12/84 Buy 1 261.410
04/19/84 LExit 1 260.910 $  -250.00 § 2275.00
07/13/84 Buy 1 250.790
07/20/84 LExit 1 248.940 $ -925.00 § 1350.00
10/12/84 Buy 1 261.460
10/19/84 LExit 1 265.5960 $ 2250.00 § 3600.00
12/14/84 Buy 1 257.260
12/21/84 LExit 1 259.720 $  1230.00 §  4830.00
04/12/85 Buy 1 366.600
04/19/85 LExit 1 265.500 $ -350.00 § 4480.00
05/10/85 Buy 1 269.850
05/17/85% LExit 1 271.850 $  1000.00 $  5480.00
08/09/85 Buy 1 271.310
08/16/85 LExit 1 269.360 $§ -975.00 §  4505.00
10/11/85 Buy 1 266.510
10/18/85 LExit 1 267.660 5 575.00 § 5080.00
11/08/85 Buy 1 274 .660
11/15/85 LExit 1 278.510 $ 2425.00 3 7505.00
12/13/85 Buy 1 291.460
12/20/85 LExit 1 291.710 $ 125.00 §  7630.00
01/10/86 Buy 1 284.360
01/17/86 LExit 1 286.110 5 875.00 &  8505.00
02/13/86 Buy 1 296.460
02/21/86 LExit 1 102.960 $  3250.00 § 11755.00
06/13/86 Buy 1 320.400
06/20/86 LExit 1 321.650 s 625.00 § 12380.00
09/12/86 Buy 1 302.800
09/18/86 LExit 1 305.960 $ 1580.00 § 13960.00
10/10/86 Buy 1 310.560
10/17/86 LExit 1 313.410 §  1425.00 $ 15385.00
12/12/86 Buy 1 322.510
12/19/8% LExit 1 325.190 $  1340.00 § 16725.00
01/09/87 Buy 1 335.940
01/16/87 LExit 1 343.140 $  3600.00 & 20325.00
03/13/87 Buy 1 3165.890
03/20/87 LExit 1 370.640 $ 2375.00D & 22700.00
06/12/87 Buy 1 372.840
06/19/87 LExit 1 377.340 &  2250.00 $ 24950.00
07/10/87 Buy 1 377.890
07/17/87 LExit 1 383.340 §  2725.00 % 27675.00
12/11/87 Buy 1 300.990
12/18/87 LExit 1 312.840 $ 5925.00 § 33600.00
01/08/88 Buy 1 305.140
01/15/88 LExit 1 315.890 $ 5375.00 & 38975.00
a7/08/88 Buy 1 332.390
a7/15/88 LExit 1 333.640 § 625.00 § 39600.00
08/12/88 Buy 1 323.390
08/19/68 LExit 1 322.790 $ -300.00 $ 39300.00
09/09/88 Buy 1 327.590
09/16/88 LExit 1 330.140 $ 1275.00 § 40575.00
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GrCc-Expiration CCSP99A-Daily  04/01/82 - 03/31/97

Date Time Type Cnts Price Signal Name Entry BP/L Cumulative
11/11/88 Buy 1 327.090
11/18/88 LExit 1 324.290 § -1400.00 & 39175.00
12/09/88 Buy 1 335.790
12/16/88 LExit 1 333.400 $ -1185.00 & 375980.00
01/13/889 Buy 1 340.850
01/20/89 LExit 1 343.300 % 1225.00 $ 39205.00
07/14/89 Buy 1 378,010
07/21/8% LExit 1 380.510 $ 1250.00 & 40455.00
08/11/89 Buy 1 388.760
08/18/8B9 LExit 1 390,260 5 750.00 § 41205.00
10/13/89 Buy ok 365.560
10/20/8% LExit 1 387.160 $ 10800.00 § 52005.00
11/10/89% Buy 1 378.360
11/17/83 LExit 1 379.560 § 600.00 & 52605.00
01/12/90 Buy 1 375.590
01/19/%0 LExit 1 376.840 $ 625.00 § 53230.00
05/11/90 Buy 1 384.990
05/18/90 LExit 1 386.340 $ 675.00 & 53905.00
06/08/90 Buy 1 380.140
06/15/590 LExit 1 393.490 H 1675.00 $§ 55580.00
01/11/91 Buy 1 338.140
01/18/91 LExit 1 355.840 $ B8B50.00 § 64430.00
65/10/91 Buy 1 397.300
05/17/91 LExit 1 395,600 § -850.00 § 63580.00
07/12/91 Buy i 401.050
07/19/91 LExit 1 405.050 &  2000.00 & 65580.00
0D9/13/91 Buy 1 401.950
09/20/81 LExit 1 405.950 S 2000.00 & €E7580.00
10/11/91 Buy 1 398,450
10/18/91 LExit 1 410.200 5 5875.00 § 73455.00
12413791 Buy 1 400.450
12/20/91 LExit 1 402.300 B 925.00 § 74380.00
02/13/532 Buy 1 428.250
02/21/52 LEXit 1 426.100 $ -1075.00 $ 73305.00
05/08/92 Buy 1 429.450
05/15/92 LEXit 1 423.950 5 -2750.00 & 70555.00
07/10/92 Buy 1 427.200
07/17/92 LExit 1 427.150 $ -25.00 § 70530.00
09/11/92 Buy 1 431.450
09/18/92 LExit 1 435.700 $ 2125.00 § 72655.00
12/11/92 Buy 1 445.850
12/18/92 LExit 1 452.900 $ 3525.00 § 176180.00
03/12/93 Buy 1 460.800
03/19/93 LExit 1 461.500 S 350.00 8 76530.00
04/08/93 Buy 1 453,600
04/16/93 LEXIt 1 460.550 5§ 3475.00 & 80005.00
07/09/93 Buy 1 459,450
07/16/93 LExit 1 457.200 $ -1125.00 & 78880.00
08/13/93 Buy 1 460.350
08/20/93 LExit 1 466.600 $  3125.00 % 82005.00
10/08/93 Buy 1 470.650
10/15/93 LExit 1 475.650 § 4500.00 5§ 86505.00
11/11/94 Buy 1 466,350
11/18/94 LExit 1 466.750 $ 200.00 & B6705.00
03/10/95 Buy 1 491.500
03/17/95 LExit 1 496.050 $ 2275.00 & 88980.00
06/09/9S Buy 1 525.000
06/16/95 LExit 1 535.600 s 5300.00 & 94280.00
09/08/95 Buy 1 565.100
09/15/95 LExit 1 576.050 ] 5475.00 § 99755.00
01/12/96 Buy 1 585.700
01/19/96 LExit 1 594.900 $  4600.00 & 104355.00
03/08/96 Buy 1 612.800
03/15/96 LExit 1 621.650 $ 4425.00 § 108780.00
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GTC-Expiration cCCSP99a-Daily

04/01/82 - 03/31/97

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
04/12/96 Buy 1 615.250

04/19/986 LExit 1 621.700 - 3225.00 § 112005.00
05/10/96 Buy 1 629.550 :

05/17/96 LExit 1 646.150 § B300.00 $ 120305.00
01/10/97 Buy 1 722.500

01/17/97 LExit 1 736.650 3 7075.00 § 127380.00
02/13797 Buy & 770.050

02/21/97 LExit 1 760.350 $ -4850.00 § 122530.00
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Page 1

Type : stem

V\éme : G Expiration
Not es

Last Update : 08/28/97 11:34pm
Printed on : 08/28/97 11:35pm
Verified : YES

(960524 5B4 opt
I'f Options exp is
thurs because of holiday - 5 days B4 is previous Thurs.

Datal is narket being tested daily data

Wser functions WB4optl is used because of nenory
limtations apparently resulting fromsize of the cal endar ,

Variabl es: B4Count(5), daysleft(O |,

{Wser Function WB4optl for 5th trading day B4 expiration
1/82-12/96 Expiration day trading day = 0}

if (range>average(range, 3) [1] *1.4) or range<average (range, 3) [ 1) *«V

then begi n

daysl ef t =VkB4opt | ; {user function for all nonths 5 days B4 expiration)
I f daysl eft=5 then Conditionl =true;

If Conditionl=true then begin

| f B4Count =5 then buy on cl ose;
B4Count =B4Count - | ;

end;

end;

I f barssinceentry=5 then begi n
exitlong on close;

condi tionl =f al se;

B4Count =5;

end;

Printed using TradeStation PowerEditor by Orega Research Version 4.02.17 - Cct 02 1996
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Page 1

Type : Function
Name ¢ WkB40Optl
Notes z

Last Update : 08/26/97 11:02pm
Printed on : 08/28/97 11:37pm
Verified r XES

{WkB4Optl 5/24/96
USER FUNCTION
gives the date for which there are
S trading days left B4 options expiratin
adjusted for holidays as necessary
]

var: daysleft(0);

Daysleft=99;

If date= 820108 Then daysleft=
If date= 830114 Then daysleft=
If date= 840113 Then daysleft=
If date= 850111 Then daysleft=
If date= 860110 Then daysleft=
1f date= 870109 Then dayslefts=
If date= 880108 Then daysleft=
1f date= 890113 Then daysleft=
If date= 900112 Then daysleft=
If date= 510111 Then daysleft=
If date= 520110 Then daysleft=
If date= 930108 Then daysleft=
If date= 940114 Then daysleft=
If date= 350113 Then daysleft=
If date= 960112 Then daysleft=
If date= 970110 Then daysleft=

i m i m o adu;umm

{for Feb following Mon B4 Exp is holiday
Start Thurs and use 15 days for all years)
If date= 820211 Then daysleft= 5;

If date= B30210 Then daysleft= 5
1f date= 840209 Then daysleft= &5
If date= 850207 Then daysleft= §
If date= B60213 Then daysleft=s 5
If date= 870212 Then daysleft= 5
If date= B80211 Then daysleft= 5
If date= 890209 Then daysleft= 5
If date= 900208 Then daysleft= 5
I1f date= 910209 Then daysleft= 5
If date= 320213 Then daysleft= 5
If date= 930211 Then daysleft=s 5
If date= 940210 Then daysleft=s S5
If date= 95020% Then daysleft= 5
If date= 960208 Then daysleft= S
I1f date= 970213 Then daysleft= 5

{holidays 3/28/86, 3/24/89

No action required }

If date= 820312 Then daysleft= 5;
If date= 830311 Then daysleft= 5;
If date= 840309 Then daysleft= §;
If date= 850308 Then daysleft= 5;
If date= 860314 Then daysleft= 5;
If dakte= 870313 Then daysleft= 5;
If date= 880311 Then daysleft= 5;
If date= 890310 Then daysleft= 5;

Printed using TradeStati on Power Edi tor by Qrega Research Version 4.02.17 - Oct 02 1996
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900309
910308
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930312
940311
950310
960208
970314
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Then
Then
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Then
Then

4/20/84,

day period}

date=
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date=

B20409
830408
840412
850412
B60411
870409
BBD408
850414
900412
910412
920409
830408
940408
950413
960412
970411

820514
830513
840511
850510
B60509
870508
880513
890512
900511
810510
920508
930514
940513
950512
960510
970509

B20611
830610
840608
850614
860613
870612
880610
890609
500608
510614
920612
930611
940610
950609
960614
970613

B207039
830708
840713
850712
860711
870710

Then

Then
Then

Then
Then
Then

Then

Then
Then
Then
Then

dayslefts=
daysleft=
daysleft=
daysleft=
daysleft=
dayslefts
daysleft=
daysleft=

daysleft=
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daysleft=
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daysleft=
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daysleft=
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dayslefts
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dayslefts
dayslefts=
daysleft=
daysleft=
daysleft=
daysleft=
daysleft=
daysleft=
daysleft=
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daysleft=
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daysleft=
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daysleft=
daysleft=

i
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5
5
5
5
5
5
5
5

4/17/87,4/17/92.
Subt 1 -each year. Will be Thurs opt exp
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Page 3

If date= 880708 Then daysleft=
If date= 890714 Then daysleft=
If date= 900713 Then daysleft=
If date= 910712 Then dayslefts
If date= 920710 Then dayslefts=
If date= 930709 Then daysleft=
If date= 940708 Then daysleft=
1f date= 950714 Then daysleft=
If date= 960712 Then dayslefts
If date= 970711 Then daysleft=

rurnumunumununug o

If date= 820813 Then daysleft=
If date= 830812 Then daysleft=
If date= 840810 Then dayslefts=
If date= 850809 Then daysleft=
If date= 860808 Then daysleft=
If date= 870814 Then daysleft=
If date= 880812 Then daysleft=
If date= 890811 Then daysleft=
If date= 900810 Then dayslefts=
I1f date= 910809 Then dayslefts=
If date= 920814 Then daysleft=
If date= 930813 Then daysleft=
If date= 940812 Then daysleft=
If date= 950811 Then daysleft=
If date= 960809 Then dayslefts=
If date= 970808 Then daysleft=
If date= 820910 Then daysleft=
If date= 830909 Then daysleft=
If date= 840914 Then daysleft=
If date= 850913 Then daysleft=
I1f date= 860212 Then daysleft=
If date= 870911 Then dayslefts=
If date= 880909 Then daysleft=
If date= 890908 Then daysleft=
If date= 900914 Then daysleft=
If date= 210913 Then daysleft=
If date= 920911 Then daysleft=
If date= 930910 Then daysleft=
If date= 940%09 Then daysleft=
If date= 950908 Then daysleft=
If date= 960513 Then daysleft=

wn
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If date= 821008 Then daysleft=
If date= 831014 Then daysleft=
If date= 841012 Then daysleft=
If date= 851011 Then daysleft=
If date= 861010 Then daysleft=
If date= 871009 Then daysleft=
If date= 881014 Then daysleft=
If date= 891013 Then daysleft=
If date= 901012 Then daysleft=
If date= 911011 Then daysleft=
If date= 921009 Then daysleft=
If date= 931008 Then daysleft=
If date= 941014 Then daysleft=
If date= 951013 Then daysleft=
If date= 961011 Then dayslefts=

Uiy @ e e

{Thanksgiving==4th Thurs - no action regq)
If date= 821112 Then daysleft= §
If date= 831111 Then daysleft= §
If date= 841109 Then daysleft= §
If date= 851108 Then daysleft= 5
If date= 861114 Then daysleft= 5
If date= 871113 Then daysleft= 5
If date= 881111 Then daysleft= 5
If date= 891110 Then daysleft= 5
If date= 90110% Then daysleft= §

wa N R ey e e

Printed using TradeStati on Power Editor by Owvega Research Version 4.02.17 - Cct 02 1996
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page 4

If date= 911108 Then daysleft=
If date= 821113 Then daysleft=
If date= 931112 Then daysleft=
If date= 941111 Then daysleft=
If date= 951110 Then daysleft=
If date= 961108 Then daysleft=

mumwm g,

If date= 821210 Then daysleft=
If date= 831209 Then daysleft=
If date= 841214 Then daysleft=
If date= B51213 Then dayslefts=
If date= 861212 Then daysleft=
If date= 871211 Then daysleft=
If date= 88120% Then daysleft=
If date= 891208 Then daysleft=
If date= 901214 Then daysleft=
If date= 911213 Then dayslefts=
If date= 921211 Then dayslefts=
If date= 931210 Then daysleft=
If date= 941209 Then daysleft=
If date= 951208 Then daysleft=
If date= 961213 Then daysleft=
WkB4optl=daysleft;
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Printed using TradeStati on Power Editor by QOrega Research Version 4.02.17 - Cct 02 1996



Chapter 5

Reactive Day Trading of the
S& P 500

By using daily pattern analysis to determine our short- term trades, we accomplish sev-
eral worthwhile goas. First of al, we insure that our performance as traders reflects the
quality of our statistical research and not just the trend of the market. Second of all, we
create a diversified portfolio of trading methods, which when united, create a lower risk
profile than any one method can yield. To trade one method alone is to base our results
on certain random factors and certain elements beyond our control. Finaly, by entering
and exiting our positions rapidly, we create an environment that will tolerate our missing

amove.

As atrend follower, | cannot make an error or take time off from trading. If a signa
occurs and | am not watching, | may not be ableto get back into the market at the system
entry price. Short term pattern trading helps solve this problem. Many of the greatest
money managers trade exclusively in thisfashion but will never reveal to you the basis of
their success. Every dtatistical trader has a bunch of pet patterns that are used each time
certain conditions take place. | am giving you a sample library of pet patterns, but you
must have experience in other areas to make money trading this way.

One great secret of many professional traders will really shock you. They amost never
use stop orders to exit losing positions. Contrary to the advice of most trading manuals,
the dozen or so large fund traders that | have worked with do not use intraday protective
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stops. Many use entry stops to gain advantages, as| will describe later. Traderswho use
protective stops end up degrading their systems. The stops tend to get triggered at the
extreme price levels of the day, thus giving up positions at the very worst possible mo-
ments. A largetrader with a protective stop in the market becomes extremely vulnerable
to manipulative strategies. We will hang onto our trades until time runs out on our
patterns. Wewill not useleveragethat will force us out of the market upon adverse price
movements. If wedo useleverage, then wewill buy out of the money hedging optionsto
trade againgt repeatedly without requiring our using protective stops.

Without further comment, let me present you with a collection of S&P daily trading
patterns that | found through extensive computerized seerches of historica price behav-
ior. So that this chapter did not turn into a mindless exercise in data mining, | have only
included patterns that contain common sense reasons for their effectiveness.

The patterns are presented in away that a professional computer based trader might use
them. They need to be entered into a rea time system monitoring machine such as
Tradestation™ by Omega Research. When Tradestation signals that one of these pat-
terns hasfired, the code will tell you what signal has occurred and what ordersyou must
place. Response time must be fast and furious. In cases in which entries or exits are
based upon the closing price, you must know your systems' rules and not depend upon
the computer aerts. A bell ringing at the close and telling you to enter your position tells
you too late what you should have done. | have provided the Tradestation™ code for
each pattern so that there will be no ambiguity caused by my written descriptions. Track
records in this chapter can be found on pages 64-84.

(Data:  All pattern work was performed using Prophet Information Service's adjusted
continuous futures contracts for the S& P 500. The time period studied ran from 4/21/
82-3/31/97. $75 in codts per trade were assumed.)

Patterns #1-2 use exits at a point after the close ofthe entry day. Therefore, they need
to be stored on a page separatefrom the other patterns. These patterns make up the
first charting page.
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Daily Pattern#1: The Friday/M onday Effect

Have you ever had chills run down your spine when you've seen the market plummet
on aFriday? Mot of us wonder what on earth will happen on Monday when the
public has had time to read about the sharp drop. This pattern capitaizes on a "week-
end fear effect.” When anew low is made on Friday with alarge range downward
dide, we have a good predictor of a gap down on Monday morning. Sl Friday at the
cdose and get out on the following opening. With an extremely short holding period,
this trade caught large chunks of the smashes of '87, '89 and '90. The profit factor
clocksin at over 23 dollars won to each dollar lost. When the next bear market rolls
around, this pattern should be in your arsend. This is the code that will appear for
Pattern #1 in your Tradestation software:

{Exit is in code. Do not set a TradeStation stop}
if dayofweek(date)=5

and open>close

and range>rangg(l]

and open<open[l]-2

and close<lowest(close, 10)[1]

then sl ("Sdl DI") on dosg

exitshort ("X DI") at market;

Daily Pattern #2: Countertrend Tuesday Effect

Large hedge fund traders often call each other before the opening of the stock market to
discuss their views of the impending market action. Y ou may often hear the good ones
refer to a phenomenon known as " Countertrend Tuesday.” The expectation is for Tues-
day to reverse the generd trend of the recent market moves. This effect can be seen in
many futures markets, but the S& P has one of the most pronounced effects. If Monday
daoses down and thetrend isdown as measured by our pattern, wewill go long at Monday's
cdose and play for the "Countertrend Tuesday™ bounce. We will unload our contracts at
Tuesday's open. The 64 winning trades this system has pulled off have returned an
average gain of $642 per contract just by holding overnight. Wesk players can't take
positions home because the margins are high. The gains can only be captured by ad-
equately capitalized traders. We should always be looking to take advantage of patterns
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that pure day traders and pit traders do not exploit. The following code will appear in
your Tradestation software for Pattern #2.

TradeStation code for Pattern #2:

{Exitisin code. Do not set a TradeStation stop}

if dayofweek(date)=2

andrange>highest(range,3)[ 1]
andclose>highest(close 4)[1]

and (low<low[l] or

absvaue (low-low][l])<.4)

then sdl ("Sdl D3") tomorrow a open tomorrow -.1 stop;
if barssinceentry=2 then exitshort ("X D3") a market;

(Pattern #3 goes short on an entry stop signaled after Tuesday's close.
This pattern makes up Charting page 2 and will be tracked by itself.)

Daily Pattern #3: 'Buy on the Cannonsand Sdl on the Trumpets
When Tuesday turns into a"Countertrend Tuesday" reversal day, often we would have
been able to buy into the frightening collapse on Monday guided by our other patterns.
To heed the commandment of the Marquis de Rothschilde, we must look to sdll into the
fanfare (the metaphoric trumpets) of a confirmed reversal day. When Tuesday reverses
on alarge range day and makes the highest closing pricein four days, we will sdl Wednes-
day on a move down from Wednesday's open for a trade. We hold this short position
until the open on Monday for maximum gains. With an average winning trade of $1850
we have good reason to agree with the Marquis.

The following code will appear in your Tradestation software for Pattern #3.

{Exit is in code. Do not set a TradeStation stop}

if dayofweek(date)=2

andrange>highest(range,3)[ 1]

andclose>highest(close,4)[ 1]

and (low<low[l] or

absvalue (low-low[l])<.4)

then sdll ("Sell D3") tomorrow at open tomorrow -. 1 stop;

if barssinceentry=2 then exitshort ("X D3") a market;
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(Pattern #4-14 trade intraday and then exit at the close of the entry day. These
patterns must be tracked separately from the others and will make up Charting page

3)

Daily Pattern #4: Reaction Day Breakout
This pattern excels at doing mechanicaly what many chart players try unsuccessfully to
do. The code will buy at the onset of aresurgence of arally after a reaction within this
rally. Very often, using thistrade, you will be buying the breakout of areaction day high
prior to abreakout of recent swing highs. This putsyou on the side of stop runners who
acquire positions before taking the market up to the breakout stops higher up. Play with
the pros and go with the reaction day breakout trade. Note the 79% accuracy and 6.00
profit factor of this pattern.

Thefollowing code will appear in your Tradestation softwarefor Pattern #4.

{Sa TradeStation to close trade at end of day}

if close<lowest(close,3)[ 1]

and close<open

and high[l]-high<3

and high[ []>highest(high,3)[2]

then buy ("Buy D4") tomorrow at high stop;

Daily Pattern #5. Pick Up the Plunger

Ever want to know when to step into a market that has recently experienced a sharp drop
but is now rallying? Look no further. If the high two days ago is less than the low five
days ago, (our drop requirement), and today's high is greater than the previous two
days' highs (our rally requirement) then the first condition is met. We will then buy
tomorrow on a stop at a price we caculate. Take the open tomorrow plus and add our
additive factor of 45% of the lowest one of the ranges of the past two days. This price is
where you put your buy stop. With 83% accuracy on 40 trades and a profit factor of
nearly 6.15, we have ourselves akiller trade. Don't miss out on thefun and gamesto the
upside when this pattern goes into action.
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Thefollowing will appear inyour Tradestation softwarefor Pattern #5.
{S TradeStation to close trade at end of day}
valuel=lowest(range,2)* .45;

if high[2]<low[5]

andhigh>highest(high,2)[ 1]

and close<open

then buy ("Buy D5") tomorrow at open tomorrow + valuel stop;

Daily Pattern#6. The Fakeout Follow Up
When the market opens above the previous day's high and then sdlls off so that it
closes lower that previous day, we call the open afakeout. Those who buy into the
euphoria of abig open generally feel the need to sdll out their positions when the
positions turn into losses. Thejaws of the fakeout close upon the victims. When the
weak players are liquidating their losing trades at the close, we look to enter the
contracts the very next day on araly off the open of 30% of the highest range in 3
days. Historically, this trade has been good for $25,720 in profits with about 70%
accuracy. The fakeout pattern must be recognized to be exploited. Incidentally, when
this pattern has occurred on Tuesday, the trade has not been worth taking. The
"Countertrend Tuesday Effect” distorts certain patterns so wejust sidestep this day for
trading them.

Thefollowing code will appear inyour Tradestation softwarefor Pattern # 6.

{Sa TradeStation to close trade at end of day}

valuel=highest(range,3)* .3;

if dayofweek(date)<>2

and open>high[l]

andclose<clos]

and high-close>close-low

then buy ("Buy D6") tomorrow at open tomorrow + valuel stop;
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Daily Pattern #7. The Fuzzy Logic Variation
This pattern provides a variation of pattern #6 but it eliminates the need for a Tuesday
filter. Essentialy, we require that the fakeout has taken place intraday and not off the
open. Therefore, we say that if the high of today is greater than the high of the previous
day, but the close is lower than the previous day's, then we have afakeout of the buyers
at thehigh. Now if the market stages arally off the open thefollowing day, wewill jump
in at the open plus our additive value. Note the engineering technique of using afuzzy
parameter. Rather than insist that the close be less than the close of the previous day, we
loosen the parameter. We permit the close to be within .75 of the close of the day before
aswell aslower. Inthisfashion we can take advantage of our pattern to a greater degree
than we could with the more restrictive version. | urge you to attempt to broaden the
applications of all your pattern trades in this way.

Thefollowing code will appear in your Tradestation softwarefor Pattern #7.

{Sa TradeStation to close trade at end of day}

valuel=absval ue(highest(high,2)-lowest(low,2))* 1.05;

if high>high[l]

and (close<closg][l] or

absvalue(close-closg]l])<.75)

then buy ("Buy D7") tomorrow at open +valuel stop;

Daily Pattern #8. Another Friday-Monday Effect

Monday and Friday share characteristics in trading patterns. To some extent, the fact
that the close of the week could look like the beginning of the week should not come as
asurprise. Thispattern callsupon usto buy the open on Friday or on Monday under the
same circumstances. |If yesterday's close is greater than the close two days ago and
today's close is greater than yesterday's close and the range contracts to 3/4ths of the
prior day's range, then we will buy an up opening tomorrow. To restate, if you have two
up closes in arow, a range contraction and then an up opening, you buy this open on
Friday or Monday. With profits of nearly $30,000, we have good reason to play this
effect. | got the ideafor this pattern after studying the work of a CTA and commaodity
author named Toby Crabel. Toby had successfully traded currenciesfor one of the hedge
funds | worked for. This pattern is mine, not his though.
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Thefollowing code will appear inyour Tradestation softwarefor Pattern #8.
{Sa TradeStation to close trade at end of day)

If (dayofweek(date)=4 or dayofweek(date)=5)

anddosgl]>dosq 2]

andclose>closl]

andrange<rangg|l]*.75

and open tomorrow>close

then buy ("Buy D8") tomorrow at open tomorrow sop;

Daily Pattern#9: Win/L oss Shocker
The W/L ratio measures the Sze of the average winning trade divided by the size of the
average losing trade. Here is a pattern that has a staggering W/L ratio of more than
3.5:1. To me, this is one of the great measures of system performance. If you see a
system with very high accuracy rates but with minuscule W/L ratios, you are looking at
adatigtical trap. Usually a system with those characteristics is based upon a gimmicky
exit strategy. Review any system or pattern you have for its W/L ratio. A WIL ratio
below .50 should lead you to find something better to trade or to wait until the number
improves at least. Pattern #9 looks for aday with the lowest price in three days but with
a high greater than the close of the previous day. If this setup occurs on "Countertrend
Tuesday" wewill ignorethe pattern. Buy at the open the following day plus our additive
amount. Thefollowing code will appear inyour Tradestation softwarefor Pattern #9.

{Sat TradeStation to close trade at end of day}

value |=range*. 25,

if low<lowest(low,2)[ 1]

and dayofweek(date)<>2

and close<low(l]

and high>highest(low,3)[]

and open tomorrow>close

and open >closet+.5

andhigh>closg]1]

then buy ("Buy D9") tomorrow at open tomorrow + valuel stop;
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Daily Pattern #10: L everaged Buyout

Ever sincethe Monday crash in 1987, many traders have been afraid to hold positions on
Mondays even when unlike 1987, Friday is not a massacre day. Sure, another Monday
crash might occur someday, but atremendous stati stical anomaly has devel oped because
of the exaggerated fear. When the low on Friday is greater than the high two trading
days before, and therange is lessthan 95% of the range of the day before, we will buy a
rally on Monday off the open at the open plus 60% of the lowest two day range. With a
profit factor of 4.45, the pattern gives us ample reason fade the fear mongers and per-
form a leveraged S&P buyout. Don't forget to use our option hedging strategy with
your leveraged trades. Thefollowing code will appear inyour Tradestation softwarefor
Pattern #10.

{Sa TradeStation to close trade at end of day }
valuel=lowest(range,2)* .6;

if low>high[2]

and dayofweek(date)=5

and range<range]l]*.95

then buy ("Buy D10") tomorrow at open tomorrow + valuel stop;

Daily Pattern#11. Early Bird Specials
The trader who specidizes in short term reversas should be an early bird. By this| mean
that historicaly, the market has recovered from sdlling pressures early in the week. By
Friday, when everyone has caught on to the fact that the market reverses from selling
waves, the market will often destroy the newcomersbuying dips. Accordingto Abraham
Lincoln, "good things come to those who wait, but only those things left by those who
hurried.” If the market gets oversold before Thursday as defined by the daily high being
less than the low two days ago minus a point or so, and the range contacts to less than %
of the previous day, then our setup pattern exists. We will then buy tomorrow at the
open plus 45% of the range today. With an average winning trade of $950 and 6.21
profit factor on 48 trades, who would argue with Honest Abe?
Thefollowing code will appear inyour Tradestation softwarefor Pattern #11.

{Sat TradeStation to close trade at end of day}

valuel =range*.45;
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if high<low[2]-.70
and dayofweek(date)<4

and range<range[l]*.75
then buy ("Buy DII") tomorrow at open tomorrow + valuel stop;

Daly Pattern #12. Tuesday/Friday Corrdation
Observant traders may have taken notice of the fact that Friday and Tuesday have a
higher correlation with each other than any other two days of the week over many test
periods. While | wouldn't buy on Friday just because Tuesday was up, | would trade
patterns that have followed the same activity on Tuesday or Friday. If either of these two
days witnesses arange less than the average range of the past three days and the high of
theday isgreater than the previous day's close, we will buy at the open thefollowing day.
This trade hit 18 times in arow at one point and has racked up nearly $41,000 for its
followers. Thefollowing code will appear in your Tradestation softwarefor Pattern
#12.

TradeStation code for Pattern #12:

{Sa TradeStation to close trade a end of day)

if (dayofweek(date)=2 or dayofweek(date)=5)

andrange<average(range,3)[!]

and high<closg]l]

then buy ("Buy D12") tomorrow at open tomorrow stop;

Daily Pattern#13. Streaking
Want to know about a pattern that has hit awinning streak of 22 tradesin arow and has

hit the money 87% of the time? | am hesitant to give this pattern away, but here
goes.. .Using our early bird strategy, we look for aday early in the week with the lowest
closing price in 3 days and arange greater than the range of the day before. Once this
condition is met, we ask if the low yesterday is less than the low 2 days ago. |If the open
tomorrow is lessthan thelow 1 day ago but greater than the low by .50 points, then we
buy tomorrow at thelow 1 day ago plusonetick. Thetrack record speaksforitself. You
would probably have to search through all possible patterns to find something with a

stronger record.
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Thefollowing code will appear inyour Tradestation softwarefor Pattern #13.
{Sa TradeStation to close trade at end of day}
iflow<lowest(low,2)[ 1]
and dayofweek(Date)<4
and low[l]<low[2]
and open tomorrow<low[l]
andrange>range|l]
and open tomorrow>low+.50

then buy ("Buy D13") tomorrow at low[l] + 1 point stop;

Dally Pattern #14: Short Sale Filter
This pattern code searches for excessive optimism in the S& P contracts. This is one of
the smpler patterns that savvy traders have been able to exploit over and over again.
Wait for a Tuesday to close higher than Monday. If it does, and Wednesday opens above
the highest price reached in 3 days, then short the S& P on thefirst .50 drop. When the
S& P gets overextended in the middl e of the week, reversals are quite common. | would
always wait for the market to start down as this pattern demands. If you don't wait, you
might end up shorting a gap day that never looks back. With 75% accuracy on 36 trades,
this short sale sequence is worth trading.
Thefollowing code will appear in your Tradestation softwarefor Pattern #13.

{Sat TradeStation to close trade at end of day}

if dayofweek(date)=2

andclose>closdl]

and open tomorrow>highest(high,3)

then sdl ("Sdll D14") tomorrow at open tomorrow-.50 stop;
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bogk pats4-14 CCSP9%A.ASC-Daily 04/21/82 - 10/31/86

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
05/06/82 Buy 1 228.40 Buy D5

05/06/82 LExit 1 229.05 End of Day Ex § 250.00 § 250.00
05/21r82 Sell 1 225.20 sell Dl4

05,21/82 BENIE 1 224.85 End of Day Ex § 100.00 § 350.00
D&/11/82 Buy 1! 220.85 Buy D7

0&/11/82 LExit 1 221.40 End of Day EX § 200.00 § 550.00
07/06/82 Buy 1 220.45 Buy D12

07/06/82 LExit 1 221.45 End of Day Ex § 425.00 § 975.00
07/12/82 Buy 1 224.95 Buy D8

07/12/82 LExit 1 224.30 End of Day Ex § -400.00 § 575.00
07/16/82 Buy 1 226.50 Buy D6

07/16/82 LExit 1 226.15 End of Day Ex § -250.00 § 325,00
07/20/82 Buy 1 225.60 Buy D9

07/20/82 LExit 1 226.25 End of Day Ex § 250.00 % 575.00
08/17/82 Buy 1 216.95 Buy D6

08/17/82 LExit 1 220.35 End of Day ExX § 1625.00. 5 2200.00
D8/19/82 Buy 1 221.70 Buy Dé

08/19/82 LExit 1 221.30 End of Day Ex § -275.00 § 1525.00
08/30/82 Buy 1 227.80 Buy D12

08/30/82 LExit 1 230.05 End of Day Ex § 1050.00 s 2975.00
09,27/82 Buy 1 234.70 Buy D12

09/27/82 LExit 1 236.32 End of Day Ex § 735.00 § 3710.00
10/06/82 Buy 1 236.35 Buy D7

10,06/82 LExit 1 237.82 End of Day Ex § 660.00 5 4370.00
10/08/82 Buy 1 243,05 Buy D8

lg/08/82 LExit 1 244.37 End of Day Ex 5 585.00 % 4955.00
11/730/82 Buy 1 246.95 Buy D5

11/30/82 LExit 1 250.3%2 End of Day Ex & 1910.00 § 6865,00
12/02/82 Buy 1 252.95 Buy D6

12/02/82 LExit 1 251.12 End of Day Ex $ -990.00 § 5875.00
12/06/82 Buy i 254.70 Buy D7

12/06/82 LExit 1 255.62 End of Day Ex § 385.00 § 6260.00
12/29/82 Buy 1 254 .15 Buy D12

12/29/82 LExit 1 254.61 End of Day Ex & 155.00 5 6415.00
01/04/83 Buy 1 251.85 Buy D6

01/04/83 LExit 1 254.11 End of Day Ex $ 1055.00 & 7470.00
01/10/83 Buy 1 259.85 Buy D10

01/10/83 LExit 1 260.31 End of Day Ex § 155.00 § 7625.00
01,14/83 Buy 1 260.15 Buy D8

BI,/147/83 LExit 1 259.71 End of Day Ex § -295.00 s 7330.00
01/24/83 Buy 1 254.15 Buy D12

01,24/83 LExit 1 253.26 End of Day Ex § -520.00 & 6810.00
01/26/83 Buy 1 254.05 Buy D11

Gl/26/83 LExit 1 253.76 End of Day Ex § -220.00 § 6580.00
01/31/83 Buy 1 257.60 Buy D5

01/31/83 LExit 1 258.81 End of Day Ex 5 530.00 % 7120,00
B2/10/83 Buy i 259.40 Buy D11

U2/10/83 LExit 1 261.61 End of Day Ex $ 1030.00 & 8150,00
02714783 Buy 1 261.50 Buy D6

52/14/83 LExit 1 262.56 End of Day Ex § 455,00 § 8605.00
02/17/83 Buy 1 260,75 Buy D9

02/17/83 LExit 1 260.66 End of Day Ex § -120.00 $ B485.00
02/22/83 Buy 1 260.95 Buy D8

02/22/83 LExit 1 257.86 End of Day Ex § -1620.00 § 6865.00
03/18/83 Sell 1 261.45 s5ell D14

03/18/83 SExit 1 262.20 End of Day Ex § -450.00 § 6415.00
04/11/83 Buy 1 266.00 Buy D7

U4/11/83 LEXit 1 266.95 End of Day Ex § 400.00 % 6815.00
Q4/1B/B3 Buy 1 270.70 Buy D10

04/18/83 LExit 1 270.90 End of Day Ex § 25.00 5 6840,00
04/20/83 Buy 1 270.05 Buy D12

04/20/83 LExit 1 272.05 End of Day Ex § 825.00 § 7765.00
05/06/83 Buy 1 276.85 Buy D8

05/06/83 LExit 1 279.35 End of Day EX § 1175.00 § 8940.00
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book patsd-14 CCSP9%A.ASC-Daily 04/21/82 - 10/31/56

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
DE/06/83 Buy 1 277.45 Buy D10

06/06/83 LExit 1 277.30 End of Day Ex $ -150.00 §780.00
06/13/B3 Buy 1 275.95 Buy DB

06/13/83 LExit 1 277.20 End of Day EX $ 550.00 9340.00
06/20/83 Buy 1 282.15 Buy D10

0e/20/83 LExit 1 280.75 End of Day Ex § -775.00 5565.00
07/01/83 Sell 1 280.35 sell Dl4

07,/01/83 SExit 1 280.35 Buy D8 $ -75.00 8490 .00
07/01/83 Buy 1 280.35 Buy D8

07/01/83 LExit 1 280.30 End of Day Ex § ~100,00 8390.00
07/06/83 Buy 1 278.00 Buy D12

07/06/83 LExit 1 279.85 End of Day Ex § 850.00 9240.00
07/14/83 Buy 1 278.30 Buy D11

07/,14/83 LExit 1 277.15 End of Day Ex § -650.00 8590.00
07/25/83 Buy 1 279.60 Buy Di2

B7/25/83 LExit 1 281.20 End of Day Ex § 725.00 9115.00
08/01/83 Buy 1 273.55 Buy D12

08/01/83 LExit 1 273.15 End of Day Ex $ -275.00 9040.00
0%/02/82 Buy 1 275.35 Buy D6

03/02/83 LExit 1 275.40 End of Day Ex $§ -50.00 8§990.00
09/14/83 Buy 1 275.40 Buy Dil

09/14/83 LExit 1 275.55 End of Day Ex § 0.00 8990.00
09/16/83 Buy 1 274.90 Buy D9

09/16/83 LExit 1 276.83 End of Day Ex $ 850.00 9880.00
10/10/83 Buy 1 280.05 Buy D10

10/10/83 LExit 1 281.93 End of Day Ex 5 865.00 10745.00
10/14/83 Sell 1 280.08 sell D14

10/14/83 SExit 1 279.53 End of Day Ex $ 200.00 10945.00
10/28/83 Sell 1 275.33 sell D14

16/28/83 SExit 1 273.23 End of Day EX § 975.00 11920.00
11/07/83 Buy 1 271.90 Buy D12

11/,07/83 LExit 1 271.33 End of Day Ex § ~360.00 § 11560.00
1i/11/83 Buy 1 274.20 Buy D8

11731 /83 LExit 1 275.73 End of Day Ex § 690.00 12250.00
S1,29/83 Buy 1 274.95

11,2963 LExit 1 276.63 End of Day Ex $ 765.00 13015.00
234403/83 Buy 1 275.05 Buy D&

1270183 LExit 1 275.33 End of Day Ex § 65.00 13080.00
12705784 Buy 1 273.75 Buy D12

12/05783 LExit 1 274.68 End of Day Ex § 390.00 13470.00
12/30/83 Buy 1 272.40 Buy D6

12/30/83 LExit 1 272.30 End of Day Ex $ -125.00 13345.00
01/16/84 Buy 1 274.85 Buy D9

01/16/84 LExikt 1 274.55 End of Day Ex § -225.00 13120.00
01/23/84 Buy 1 273.00 Buy D12

G1l/23/84 LExit 1 272.00 End of Day Ex § -575.00 12545.00
u2/07/84 Buy 1 265,90 Buy D11

02/07/84 LExit 1 265.25 End of Day Ex § -400.00 12145.00
02/29/84 Buy 4 263.20 Buy D12

U2/29/84 LExit 1 262.15 End of Day Ex $ -600.00 11545.00
J3/02/84 Sell 1 264.30 sell D14

23/02r84 SExit 1 264.45 End of Day Ex § -150.00 11395.00
53/08/84 Buy : 260.45 Buy D11

L3,08/84 LExit 1 260.70 End of Day Ex § 50.00 11445.00
03/12/84 Buy 1 260.45 Buy D12

U3/s12/84 LExit 1 261.65 End of Day Ex § 525.00 11970.00
U3/14/84 Buy 1 262.05 Buy D5

03/14/84 LExit 1 261.85 End of Day Ex $ ~175.00 11795.00
03/16/84 Buy 1 264.10 Buy D7

53/16/84 LExit 1 263.01 End of Day Ex $ ~-620.00 11175.00
04/12/84 Buy 1 258.90 Buy D9

U4/12/84 LEXit 1 261.41 End of Day Ex $ 1180.00 12355.400
C4/16/84 Buy 1 261.70 Buy D10

S4/16/84 LExXit 1 262.11 End of Day EX § 130.00 12485.00
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book patsd-14 CCSPI99A.ASC-Daily a4/21/82 - 10/31/9%

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
05/08/84 BUy 1 262.65 Buy D11

0D5/08/84 LExit 1 263.01 End of Day ExX § 105.00 § 12590.00
05/23/84 Buy 1 256.55 Buy D12

05/23/84 LExit 1 255.26 End of Day Ex & ~720.00 5 11870.00
06/01/84 Buy 1 253.55 Buy D8

06/01/84 LExit 1 255.01 End of Day Ex & 655,00 & 12525.00
07/25/84 Buy 1 247.80

07/25/84 LExit 1 248.54 End of Day Ex $ 295.00 5 12820.00
08/0%/84 Buy 1 263.05 Buy DS

0&8/09/84 LEXit 1 265.79 End of Day Ex § 1295.00 § 14115.080
0B/13/B4 Buy 1 265.80 Buy D6

08/13/84 LExit 1 265.19 End of Day Ex § -380.00 § 13735.00
08/21/84 Buy 1 266.50 Buy D7

08/21/84 LExit 1 268.19 End of Day EX § 770.00 § 14505.00
09/06/84 Buy 1 264.70 Buy D11

09/06/84 LExit 1 264.79 End of Day Ex § -30.00 § 14475.00
058/10/84 Buy 1 262.70 Buy D5

08/10/84 LExit 1 263.59 End of Day Ex § 370.00 & 14845.00
10/04/84 Buy 1 261.20 Buy D11

10/04/84 LExit 1 260.96 End of Day Ex § -195.00 $§ 14650.00
10/12/84 Sell 1 260.71 sell D14

10/12/84 SExit 1 260.75 Buy D8 3 -25:00 & 1455500
10/12/84 Buy 1 260.75% Buy DB

10/12/84 LExit 1 261.46 End of Day Ex § 280.00 & 14835.00
10/15/84 Buy 1 262 .20 Buy D10

10/15/84 LExit 1 263.01 End of Day Ex & 330,005 15165.00
10/29/84 Buy 1 262.40 Buy D12

10/29/84 LExit 1 261.81 End of Day EX § -370.00 & 14785.00
11/06/84 Buy 1 266.60 Buy D7

11/06/84 LExit 1 267 .06 End of Day Ex § 155.00 $ 14950.00
11/09/84 sell 1 265.51 Sell D14

11/08/84 SExit 1 262,76 End of Day ExX § 130,00 & 16250.08
11/14/84 Buy 1 262.40

11/14/84 LExit 1 261.61 End of Day Ex $ -470.00 '§ 15780.00
11/23/84 Buy 1 261.90 Buy D7

11/23/84 LExit 1 262.21 End of Day Ex § 80.00 § 15860.00
12/06/84 Buy 1 257.45 Buy D9

12/06/84 LExit 1 257.41 End of Day Ex $ -95.00 § 15765.00
1272884 Buy 1 259.35 Buy D9

12,/287/84 LExit 1 259.52 End of Day EX $ 10.00 & 15775.00
D1/14/85 Buy 1 260.70 Buy D10

31/14/85 LExit 1 262.47 End of Day Ex § £810.00 & 16585.00
01/29785 Buy 1 270.35 Buy D7

01/29/85 LExit 1 270.87 End of Day EX § 185.00 § 16770.00
02/04/85 Buy & 268.40 Buy D12

02/04/85 LExit 1 270.47 End of Day Ex § 860.00 5 17730.00
02/11/85 Buy N 272.45 Buy D8

02/11/85 LExit 1 270.07 End of Day Ex §$ -1265.00 § 16465.00
03/19/85 Buy 1 265.70

03/1%/85 LExit 1 267.65 End of Day Ex § 900.00 & 17365.00
03/27/85 Buy 1 267 .55 Buy D7

03/27/85 LExit 1 266.95 End of Day Ex § -375.00 5 16580.00
04/08/85 Sell 1 265.65 sell D14

04/08/85 sExit 1 263.85 End of Day EXx § 825.00 ¢ 17815.00
95/07/85 Buy 1 265.20 Buy DS

05/07 /85 LEXit 1 265.45 End of Day Ex & S0.00 § 17865.00
$5/31/85 Buy i 8 273.75 Buy D7

25/31/88 LExit 1 273.50 End of Bay EX 8§ -200.00 § 17665.00
R&6/06/85 Buy 1 274.10 Buy D6

Ue/06/85 LExit 1 275.50 End of Day Ex $ 625.00 & 1825%0.00
07/05/85 Buy 1 277.25 Buy D4

07/05/85 LExit 1 277.46 End of Day EX $ 30.00 & 18320.00
07/16/85 Buy 1 278.25 Buy D4

07/16/85 LExit 1 2759.46 End of Day Ex § 530.00 § 188B50.00
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bock patsd4-14 CCSP99A.ASC-Daily 04/21/82 - 10/31/96

Date Time Typa Cnts Price Signal Name Entry P/L Cumulative
07/31/85 Buy 1 274.00 Buy D11

07/31/85 LExit 1 273.96 End of Day Ex § ~-95.00 5 18755.00
08/08/85 Buy p 271.70 Buy D11

08/08/85 LExit 1 271.71 End of Day EX § ~70.00 & 18685.00
DB/12/85 Buy 1 271.70 Buy DS

08s12/85 LExic 1 270.86 End of Day Ex § -45%5,00 3 18190.00
G8/12/85 Buy 1 271,10 Buy D5

08/13/85 LExit 1 270.86 End of Day EX $ -195.00 & 17995.00
D&,20/85 Buy 1 270.30 Buy D7

08/20/85 LExit 1 271.96 End of Day EX $ 455,00 § 18450.00
10/01/85 Buy 1 263.75 Buy DS

1070185 LExit 1 267.31 End of Day Ex & 1705.00 & 20155.00
10/07/85 Buy 1 263 .65 Buy D12 )
10/07/8S LExit 1 264.01 End of Day Ex § 105.00 § 20260.00
10/11/85 Buy 1 264 .45 Buy D8

10/11/85 LExit 1 266.51 End of Day Ex 3 955.00 8 21215.00
10/28/85% Buy 1 268.05 Buy D12

10/28/85 LExit 1 268.91 End of Day Ex § 355.00 § 21570.00
10/29/85 Buy 1 269.45 Buy D7

10/28/85 LEXiE 1 270.26 End of Day Ex § 330.00 § 21900.00
11/21/8% Buy 1 282 .95 Buy D7

11421785 LExit 1 282 .61 End of Day Ex $§ -245.00 & 21655.00
11727785 Buy z 283.75 Buy DV

11/27/85 LExit 1 284.56 End of Day Ex § 330.00 & 21985.00
1272785 Sell 1 288.76 sSell D14

12/27/8% SExit 1 290.21 End of Day Ex § ~800.00 § 21185.00
0lx03/8Be Buy 1 290.10 Buy D4

J1 3/88 LExit 1 290.96 End of Day Ex § 355,00 § 21540.00
wls 07 /886 Buy 1 294 .20 Buy bB7

0Y1s07/86 LExit 1 294 .06 End of Day Ex $ -145.00 § 21395.00
21157886 Buy 1 286.10 Buy DS

01/15/86 LExit 1 286.96 End of Day Ex § 355.00 § 21750.00
01420788 Buy 1 286.10 Buy D6

01/20/86 LExit 1 286.36 End of Day Ex § 55.00 § 21805.00
02/18/88 Buy 1 300.860 Buy D10

C2/18/88 LExit 1 301.21 End of Day Ex § 230.00 § 22035.00
G 28/86 Buy 1 301.85

U0 £ 06288 LExXit 1 302.66 End of Day Ex & 280.00 5 22315.00
FE 3188 By 1] 316.65 Buy D8

Q3,31 85 LExit 1 315.15 End of Day Ex § -B25.00 5 214%0.00
04,0886 Buy 1 306.20 Buy D11

04/08/86 LExit 1 309.75 End of Day Ex § 1700.00 § 23190.00
d4/10/88 Buy 1 311.10 Buy D6

04/10/86 LExit 1 312.20 End of Day Ex $ 475.00 $ 23665.00
04,16/88 Buy ;8 316.90 Buy D7

b4/16/86 LExit 1 318.35 End of Day Ex § 650.00 & 24315.00
05/20/86 Buy 1 309.30 Buy D7

05720786 LExit 1 311.00 End of Day Ex § 775.00 § 25090.00
05/22/86 Buy 1 311.95 Buy D5

U5/22/56 LExit 1 315.75 End of Day Ex § 1825.00 § 26915.00
05/27/886 Buy 1 317.05 Buy D8

U5/27/88 LExit 1 320.50 End of Day Ex $ 1650.00 § 28565.00
D6/11/86 Buy 1 314.35 Buy D11

06/11/86 LExit 1 314.85 End of Day Ex § 175.00 & 28740.00¢
06/13/88 Buy 1 316.45 Buy D8

0E/13/886 LExit 1 320.40 End of Day Ex % 1900.00 & 30640.00
06/30/88 Buy 1 324,50 Buy D8

D6/30/86 LExit 1 326.00 End of Day Ex $ 675.00 $ 31315.00
07/09/86 Buy 1 316.05 Buy Di2

07/09/86 LExit 1 316.60 End of Day EX § 200.00 ¢ 31515.00
07/30/88 Buy 1 310.00 Buy D11

07/30/886 LExit 1 311.45 End of Day Ex $ 650.00 & 32165.00
08/15/86 Buy 1 321.35 Buy D8

08/15/86 LExit 1 321.80 End of Day Ex § 150.00 § 32315.00
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book pats4-14 CCSP99A.ASC-Daily 04/21/82 - 10/31/96

Date Time Type Cnts Price Signal Name Entry B/L Cumulative
08/20/86 Buy 1 322.35 Buy D4

08/20/886 LExit 1 324.50 End of Day Ex $ 1000.00 § 33315.0C
08/26/886 Buy 1 324,05 Buy D4

08/26/88 LExitc 1 327.50 End of Day Ex $ 1650.00 5  34965.00
0%/04/86 Buy ! 326.55 Buy D11l

09/04/86 LExit 1 328.20 End of ‘Day EX § 750.00 § 35715.00
09/16/86 Buy 1 303.10 Buy D11

05/16/86 LExit 1 304.15 End of Day Ex 5 450.00 $ 36165.00
09/18/86 Buy 1 304.45 Buy DS

09/18/86 LExit 1 304.80 End of Day Ex § 100.00 & 36265.00
09/22/86 Buy 1 306.40 Buy D8

09/22/86 LExit 1 310.06 End of Day Ex § 1755.00 & 38020.00
10/03/86 Buy 1 311.00 Buy D8

10/03/86 LExit 1 307.86 End of Day Ex & -1645.00 & 386375.00
10/06/88 Buy 1 310.50 Buy D6

10/06/88 LExit 1 309.56 End of Day EX § -545.00 § 35830.00
10/20/86 Buy 1 311.90 Buy D12

10/20/86 LExit 1 310.96 End of Day Ex S -545.00 § 35285.00
10/23/86 Buy 1 313.90 Buy D7

10/23/886 LExit 1 315.06 End of Day Ex § 505.00 § 35790.00
10/27/886 Buy 1 314.80 Buy D10

10/27/86 LExit 1 314.66 End of Day Ex § -145.00 & 35645.00
11/20/B%& Buy 1 315.85 Buy D11

11/20/86 LEXit 1 317.66 End of Day Ex § 830.00 & 386475.00
01/19/87 Buy 1 342.95 Buy Db

01719/87 LExit 1 347.84 End of Day Ex § 2370.00 S 38B45.00
02711487 Buy 1 354.15

02/11/87 LExit 1 354.09 End of Day Ex § -105.00 5 38740.00
03/12/B7 Buy 1 368.15 Buy D&

03/12/87 LExit 1 367.29 End of Day Ex & -505.00 % 38235.00
03/19/,87 Buy 1 370.80 Buy D5

U3/ 19/87 LExit 1 370.64 End of Day Ex § -155.00 $ 38080.00
04/01/87 Buy 1 361.15 Buy D11

04/01/87 LExit 1 365.39 End of Day Ex § 2045.00 § 40125.00
04/03/87 Buy 1 365.55 Buy D5

04/03,87 LExit 1 374.29 End of Day Ex S 4285.00 5§ 44420.00
04/27/87 Buy 1 347.85 Buy D12

04/27+87 LExit 1 351.34 End of Day Ex & 1670.00 § 46090.00
05/12/87 Buy 1 362.85

05412187 LExit 1 365.29 End of Day Ex S 1145.00 & 47235.00
05722787 Buy 1 353.05 Buy D&

05/22/87 LExit 1 352.64 End of Day Ex § -280.00 § 46955.00
05/26/87 Buy 1 357.70 Buy DS

05/26/87 LExit 1 360.44 End of Day Ex § 1295.00 & 48250.00
06/22/87 Buy 1 378.45 Buy D8

Q6/22/87 LExit 1 381.19 End of Day Ex § 1285.00 8 49545.00
07/02/87 Buy 1 375.85 Buy D11

27/02/87 LExit 1 375.39 End of Day Ex § -305.00 § 49240.00
C7/07/87 Buy 1 375.50 Buy DS

£7/07787 LExit 1 378.44 End of Day Ex § 1395.00 § 50635.00
07/17/87 Buy 1 382.95 Buy D8

07717487 LExit 1 383.34 End of Day Ex 5 120.00 $ 50755.00
08/03/87 Buy 1 387.45 Buy D10

08/03/87 LExit 1 387.34 End of Day Ex % -130.00 & 50625.00
08/05/87 Buy % 388.00 Buy D4

08/05/87 LExit 1 387.69 End of Day Ex § -230.00 & 50395.00
QB/10/87 Buy 1 394.05 Buy D8

08/10/87 LExit 1 397.89 End of Day Ex § 1845.00 & 52240.00
28,20/87 Buy 1 403.00 Buy D11

0B/20/87 LExit 1 405.14 End of Day Ex $ 995,00 & 53235.00
08/18/87 Sell 1 385.04 sell D14

09/18/87 SExit 1 383.8% End of Day Ex & 500.00 & 53735.00
09/22/87 Buy 1 379.80 Buy DS

09/22/87 LExit 1 389.54 End of Day Ex § 4795,.00 § 58530.00
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book pats4-14 CCSPY9A.ASC-Daily 04/21/82 - 10/31/96

Cata Time Type Cnts Price Signal Name Entry B/L Cumulative
11/04/87% Buy 1 31708

11,04,/87 LExit 1 315.6% End of Day EX § -755.00 § 57775.00
1Ty 87 Buy 1 306.55 Buy D12

21431030 LExit 1 307.74 End of Day Ex § 520.00 § 58295.00
11/18/87 Buy 1 312.05 Buy b1l

11/18/87 LExit 1 312.09 End of Day Ex & -55.00 & 58240.00
12/02/87 Buy 1 298.80 Buy D11

12/02/87 LExit 1 298.59 End of Day Ex § -180.00 & 58060.00
12/18/87 Buy £ 314.45 Buy D4

12/18/87 LExit 1 312.84 End of Day Ex § -B80.00 § 57180.00
12/23/87 Buy 1 317.40 Buy D12

12/23/87 LExit 1 319.09 End of Day Ex § 770.00 § 57950.00
12/30/87 Buy 1 312.85 Buy D11

12/30/87 LExit 1 314.59 End of Day Ex § 795.00 § 58745.00
01/13/88 Buy 1 309.25 Buy D12

01/13/88 LExit 1 310.64 End of Day Ex §$ 620.00 § 595365.00
01/22/88 Sell 1 310.19 sell D14

01/22/88 SExit 1 312.49 End of Day Ex § -1225.00 § 58140.00
01,25/88 Buy rd 313.00 Buy D8

01,25/88 LExit 1 317.04 End of Day EX § 1945.00 § 60085.00
13/19/88 Buy 1 325,15 Buy D4

Q2413788 LExit 1 327.34 End of Day Ex § 1020.00 & £1105.00
03/18/88 Buy 1 335.60 Buy DB

©3/18/88 LExit 1 335.04 End of Day Ex § -355.00 § 60750.00
03/31/88 Buy 1 321.45 Buy D5

03/31/88 LEXit 1 321.79 End of Day Ex § 95.00 § 60845.00
34/08/88 Buy X 330.75 Buy D8

D4/08/88 LExit 1 332.64 End of Day Ex § 870,00 8  B6IT15.90
04/19/88 Buy 1 325.95 Buy D7

04/13/88 LExit 1 320.04 End of Day EX § =-3030.00 $ ©58685.00
©15/13,88 Sell 1 317.94 sell D14

£5/13/88 SExit 1 320.29 End of Day Ex $§ -1250.00 § 57435.00
05/20/88 Sell 1 316.64 Sell D14

05/20/88 SExit 1 315.44 End of Day Ex $ 525.00 & 57960.00
05/26/88 Buy 1 317.90 Buy D6

U5/26/88 LExit 1 318.34 End of Day Ex § 145.00 § 58105.00
05/31/,88 Buy 1 316.35 Buy D12

05/31 /88 LExit 1 325.69 End of Day Ex § 4595.00 $ 62700.00
J&6/28/8B8 Buy F3 335.65

V6/28/88 LExit 1 335.69 End of Day Ex § -55.00 § 62645.00
¢7/05/88 Buy 1 333.90 Buy D6

07/05/88 LExit 1 339.49 End of Day Ex § 2720.00 & 65365.00
67/15/88 Buy 1 332.80 Buy D8

07/15/88 LExit 1 333.64 End of Day Ex $ 345.00 & 65710.00
U7 /28/88 Buy 3 325.30 Buy D2

07,28/88 LExit 1 327.69% End of Day Ex § 1120.00 § 66830.00
08/05/88 Buy 1 333.20 Buy D6

08/05/88 LExit 1 333.04 End of Day Ex § -155.00 § 66875.00
08,/24/88 Buy 1 319.05 Buy D11

U8/24/88 LExit 1 322.59 End of Day Ex & 1695.00 % 6€8370.00
09/08/88 Buy 1 327.65 Buy D6

09/08/88 LExit 1 326.94 End of Day Ex § -430.00 $ 67940.00
18/G7/88 Buy = | 334.70 Buy D8

10/07/88 LExit 1 339.34 End of Day Ex & 2245.00 § 70185.00-
10/14/88 Sell 1 336.99 sell D14

10/14/88 SExit 1 335.39 End of Day EX § 725.00 & 70910.00
10/717/88 Buy iz 336.20 Buy D6

10/17/88 LExit 1 336.74 End of Day Ex § 195.00 § 71105.00
11/15788 Buy 1 327.75 Buy D11

11/15/88 LExit 1 327.99 End of Day Ex § 45.00 & 71150.00
11/28/88 Buy i 5 326.60 Buy D12

11/28/88 LExit 1 327.44 End of Day Ex § 345.00 § 71495.00
12/05/88 Buy 1 331.20 Buy D12

12/05/88 LExit 1 334.39 End of pay Ex § 1520.00 5 73015.00




book pats4-14

CCSP99A.ASC-Daily

Reactive Day Trading of the S&P 500

04/21/82 - 10/31/96

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
01/04/89 Buy 1 334.90

U1/04/89 LEXiE 1 337.45 End of Day Ex § 1200.00 74215.00
01/06/89 Buy 1 338.05 Buy D8

01/06/89%9 LExit 1 337.95 End of Day Ex § -125.00 74090.00
01/16/89 Buy 3 341.45 Buy D8

01/16/89 LEXit 1 341.25 End of Day Ex § =175.,00 73915.00
01/18/8% Buy 1 340.85 Buy D12

01/18/88 LExit 1 343.25 End of Day Ex § 1125.00 75040.00
01724789 Buy 1 342.05

01/24/89 LExit 1 344 .85 End of Day Ex § 1325.00 76365.00
02/17/89 Buy 1 350.85 Buy D8

02/17/89 LExit 1 352.35 End of Day Ex § 675.00 77040.00
02/28/89 Buy 1 344 .75 Buy D11

02/28/889 LExit 1 344.20 End of Day Ex § -350.00 76690.00
03/02/89 Buy 3 343.75 Buy DS

03/02/89 LExit 1 345.40 End of Day Ex § 750.00 77440.00
03/06/89 Buy 1 347.20 Buy D8

23./06/89 LExit 1 349.70 End of Day Ex § 1175.00 78615.00
U4/14/89 Buy . 352.70 Buy D4

04/14/89 LExit 1 354.50 End of Day EX § 825.00 75440.00
J4/18/89 Buy 1 358.05 Buy D7

54,18/89 LExit 1 358.80 End of Day Ex 5 300.00 78740.00
24/27/88 Buy 1 360.35 Buy D4

U4/27/89 LExit 1 361.95 End of Day Ex S 725.00 80465.00
05/01/89 Buy 1 360.70 Buy D10

05701788 LExit 1 361.95 End of Day Ex § 550.00 81015.00
25/417/89 Buy 1 368.20 Buy D12

u5/17/89 LExit 1 369.55 End of Day Ex 5 600.00 81615.00
05/18/89 Buy 1 371.30 Buy DB

05/19/89 LExit 1 373.35 Egd of Day Ex 950.00 82565.00
05/25/89 Buy 1 370.55 Buy D11

05/25/89 LExit 1 371.25 End of Day EX § 275.00 82840.00
35/26/89 Buy 1 372.40 Buy D7

05/26/89 LExit 1 373.00 End of Day Ex § 225,00 B3065.00
05/31/889 Buy 1 371.65 Buy DS

05/31/88 LExit 1 371.85 End of Day EX § 25.00 83090.00
06/19/8% Buy 1 368.60 Buy D12

06/19/89 LEXiE 1 368.96 End of Day Ex § 105.00 83195.00
07/19/89 Buy 1 377.85 Buy D12

G7/19/89 LExit 1 380.81 End of Day Ex § 1405.00 84600.00
07/28/89 Buy 1 387.55 Buy D8

07/28/89 LExit 1 386.86 End of Day Ex § -420.00 84180.00
07/31/89 Buy E 388.20 Buy D10

LT7/31/89 LExit 1 390.86 End of Day Ex § 1255.00 85435.00
UB/07/89 Buy 1 391.95 Buy D7

08/07/89 LExit 1 384.36 End of Day Ex S 1130.00 86565.00
UB/11/s89 s5ell 1 395.06 Sell D14

08/11/89 SExit 1 388.76 End of Day Ex § 3075.00 B9640.00
08/17/89 Buy 7 390.45 Buy DS

u8/17/88 LExit 1 389.11 End of Day EX § -745.00 88895.00
U8/22/8% Buy 1 385.60 Buy D%

08/22/89 LExit 1 385.71 End of Day Ex § -20.00 88875.00
G8/23/89 Buy : | 387.50 Buy DI11

08/23/89 LExit 1 388.96 End of Day Ex § 655.00 89530.00
09/20/89 Buy 1 388.65 Buy D5

09/20/89 LExit 1 388.81 End of Day Ex § 5,00 89535.00
10/02/89 Buy ¥ 391.05 Buy D10

10/02/89 LExit 1 391.71 End of Day Ex § 255.00 89790.00
10/06/89 Buy 1 398.75 Buy D8

10/06/89 LExit 1 399.16 End of Day Ex $ 130.00 B9520.00
11/27/89 Buy 1 383.15 Buy D10

11/27/89 LExit 1 383.41 End of Day Ex $ 55.00 89975.,00
12/29/89 Buy 1 389.55 Buy D8

12/29/8%9 LExit 1 390.99 End of Day Ex § 6545.00 90620.00
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book pats4d-14

CCSP99A . ASC-Daily

04/21/82 - 10/31/96

Dace Time Type Cnts Price Signal Name Entry P/L Cumulative
01,02/90 Buy i1 392.30 Buy D10

01/02790 LExit 1 397.14 End of Day Ex § 2345.00 § 92965.00
01/08/50 Buy 1 388.80 Buy D12

01/08/80 LExit 1 392.19 End of Day Ex § 1620.00 § 94585.00
01/16/80 Buy 1 371.50 Buy D11

01/16/90 LExit 1 376.74 End of Day EX $ 2545.00 § 97130.00
01/18/90 Buy 1 374.85 Buy DS

01/18/80 LExit 1 375.49 End of Day Ex § 245.00 8§ 97375.00
01/24/50 Buy 1 362.30 Buy D11

01/24/80 LExit 1 367.74 End of Day Ex $ 2645.00 $ 100020.00
G2/02/90 Buy 1 365.90 Buy D6

02/02/8C LExit 1 367.14 End of Day EX § 545.00 § 100565.00
G2/33/30 Buy 1 360.50 Buy Dé

02/23/90 LExit 1 360.14 End of Day Ex § -255.00 § 100310.00
03/08/30 Buy 1 374.30 Buy D6

£3/08/30 LExit 1 375.19 End of Day Ex § 370.00 § 100680.00
U3/14/90 Buy 1 FTFLTD

03,14/30 LExit 1 372.04 End of Day EX § 570.00 $ 101250.00
04/17/80¢ Buy 1 376.65 Buy D6

04/17/8¢0 LExit 1 377.94 End of Day Ex § 570.00 § 101820.00
35,0490 Buy i) 368.85 Buy D8

US/04/90 LExit 1 370.64 End of Day Ex § 820.00 $ 102640.00
$5/11,/'90 Buy 1 3B0.85 Buy D7

Shy11/8¢C LExit 1 384.99 End of Day Ex § 1995.00 § 104635.00
55/21790 Buy 1 386.15 Buy D12

U5/ 21/98 LExit 1 3B89.74 End of Day Ex § 1720.00 5 106355.00
a7/02/940 Buy 1 389.75 Buy D10

297/02/90 LExit 1 389.94 End of Day Ex § 20.00 $ 106375.00
S7/06/80 Buy 1 3188.55 Buy D4

U7/06/90 LEXit 1 387.79 End of Day EX § -455.00 ¢ 165820.00
C7/25/390 Buy 1 385.65 Buy D11

97725/90 LExit 1 385.19 End of Day Ex § -305.00 $ 105615.00
28731090 Buy i 346.30 Buy D9

08/31/90 LExit 1 348.09 End of Day Ex $§ 820.00 $ 106435.00
W9/07790 Buy 1 349.95 Buy D4

J9/07/30 LExit 1 349.19 End of Day Ex $ -455.00 § 105980.00
89/17/90 Buy 1 339.80 Buy D12

09/17/80 LExit 1 343,39 End of Day Ex $ 1720.00 & 107700.00
39/25/90 Buy 1 332.90

19.,:252.90 LExit 1 133.94 End of Day Ex % 445.00 $ 108145.00
I8/22790 Buy 1 335.90 Buy D8

L0y22080 LExit 1 338.14 End of Day Ex § 1045.00 § 10%190.00
10430790 Buy 1 328.40

19/30/90 LExit 1 328.84 End of Day Ex $§ 145.00 & 1098335.00
11/307390 Buy 1 341.90 Buy D4

11730790 LExit 1 346.69 End of Day Ex § 2320.00 § 111655.00
12712790 Buy 1 350.65 Buy D12

12/12/90 LExit 1 354.19 End of Day Ex § 1695.00 § 113350.00
12/17/80 Buy 1 348.35 Buy D12

12/17/80 LExit 1 349.39 End of Day EX $ 445.00 § 113795.00
12/18/80 Buy 1 350.65 Buy D11

12718450 LExit 1 353.34 End of Day Ex & 1270.00 & 115065.00
12/24/90 Buy 1 355.55 Buy D10

12/24,/90 LExit 1 353.14 End of Day Ex § -1280.00 % 11378%5.00
Gl 02481 Buy 1 353.75 Buy D&

Slr02/91 LExit 1 348.79 End of Day Ex $ -2555.00 ¢ 111230.00
J1/10/91 Buy 1 337.356

01210s91 LExit 1 337.94 End of Day Ex $ 220.00 § 111450.00
01/23/91 Buy 1 352.45 Buy D12

01/23/91 LExit 1 353.34 End of Day Ex $ 370.00 $ 111820.00
02/04/91 Buy 1 370.25 Buy D7

J2/04/81 LExit 1 370.89 End of Day Ex $ 245.00 § 112065.00
02/08/91 Buy ] 382.00 Buy D6

JZ2/08/91 LExitc 1 382.64 End of Day Ex § 245.00 $ 112310.00
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book patsd4-14 CCSP99A.ASC-Daily D4/21/82 - 10/31/96

Dace Time Type Cnts Price Signal Name Entry P/L Cumulative
02/27/91 Buy 1 386.45 Buy D12

£2/27/81 LExit 1 391.04 End of Day Ex § 2220.00 $ 114530.00
03,0191 Buy il 387.15 Buy Dé

03/01/91 LExit 1 393.19 End of Day Ex § 2945.00 & 117475.00
03/05/91 Buy 1 385.00 Buy D6

03/05/91 LExit 1 399.29 End of Day EX $ 2070.00 § 119545.00
03/13/91 Buy 1 394.65

03/13/91 LExit 1 397.74 End of Day EX $ 1470.00 § 121015.00
03/22/91 Buy 1 392.10 Buy D6

03/22/91 LExit 1 392.50 End of Day Ex $ 125.00 $ 121140.00
04/02/81 . Buy 1 396.75 Buy D9

04,02/81 LExit 1 403.35 End of Day Ex § 3225.00 % 124365.00
D47/22/21 Buy 1 407.05 Buy D12

04/22/91 LExit 1 404.60 End of Day Ex § -1300.00 § 123065.00
Q5/08/91 Buy 1 399,65

05/08/91 LExit 1 401.35 End of Day Ex § 775.00 & 123840.00
05/15/91 Buy 1 394.20 Buy D12

05/15/81 LExit 1 390.95 End of Day Ex § -1700.00 § 122140.00
05/21/91 Buy 1 396.15 Buy DS

05/21/91 LExit 1 398.30 End of Day Ex $ 1000.00 & 123140.00
U8/11,91 Buy 1 401.50 Buy D1l

96/11/81 LExit I 403.40 End of Day Ex § 875.00 § 124015.00
08/20/91 Buy P 397.10 Buy D11

06/20/91 LExit 1 397.05 End of Day Ex § -100.00 $ 123815.00
0&/26/91 Buy 1 393.80 Buy D11

06/26/91 LExit 1 393.80 End of Day Ex § -75.00 § 123840.00
07/08/91 Buy 1 397.20 Buy D7

07/08/81 LExit 1 398.70 End of Day ExX § 675.00 & 124515.00
07/12/91 Sell 1 399.95 sell D14

07/12/91 SExit 1 401.05 End of Day Ex $ -625.00 & 123890.00
07/29/91 Buy 1 400.55 Buy D8

Q7729781 LExit 1 402.90 End of Day Ex & 1100.00 $§ 124530.00
CE/02/91 Buy 1 408,30 Buy D7

g8/02/91 LExit 1 406.90 End of Day Ex § -175.00 & 124215.00
Q8/06/81 Buy 1 407.10 Buy D4

053/06/91 LExit 1 410.15 End of Day Ex $ 1450.00 & 125665.00
98/21/91 Buy 3 405.75 Buy D11

08/21/91 LExit 1 410.70 End of Day Ex § 2400.00 § 128065.00
08/23/91 Buy 1 410.50 Buy D5

08/23/81 LExit 1 413.10 End of Day Ex § 1225.00 5 129290.00
09722491 Buy 1 405.45 Buy D11

09/12/091 LExit 1 406.15 End of Day Ex § 275.00 § 128565.00
J9/13/91 sell 1 407.25 Sell D14

U8/13/91 SExit 1 401.95 End of Day Ex § 2575.00 $ 132140.00
09,16/91 Buy I 403 .35 Buy D5

09/16/91 LExit 1 404.70 End of Day Ex & 600.00 & 132740.00
10/08/91 Buy 1 399.20 Buy D11

10/08/91 LExitc 1 397.70 End of Day Ex § -825.00 $ 131915.00
10/14/91 Buy 5 399.05 Buy D8

10,14/91 LExit 1 404.20 End of Day Ex § 2500.00 § 134415.00
114119 Buy 1 410.50 Buy D6

131/11/81 LExit 1 409.90 End of Day ExX § -375.00 $ 134040.00
11425791 Buy ; 3 392.15 Buy D12

11/25/91 LExit 1 392.20 End of Day Ex § ~50.00 % 133%90.00
12{82/91 Buy 1 387.65 Buy D12

iy GBI LExict 1 387.85 End of Day Ex & S025.00 & 1350615.00
12/16/91 Buy 1 401.70 Buy D10

12/16/91 LExit 1 400.65 End of Day EX § -600,00 § 138415.00
12/306/91 Buy 4 423.10 Buy D10

12/30/91 LExit 1 430.35 End of Day Ex § 3550.00 § 141965.00
21408 rE2 Buy 1 431.65 Buy D12

Ul,08,32 LExic 1 433.15 End of Day Ex § 675.00 5 142640.00
W1r2Er52 Buy 1 428.20 Buy D12

Q1/22/82 LExit 1 433.20 End of Day Ex & 2425.00 $ 145065.00
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pook patsd-14 CCSP99A.ASC-Daily 04/21/82 - 10/31/96

Date Time Type Cnts Price Signal Name Entry B/L Cumulative
02/12/92 Buy 1 431.65 Buy D7

02712732 LExit 1 432.20 End of Day Ex 3 200.00 $ 145265, 00
02/20/92 Buy 1 424.65 Buy D11

02/20/92 LExit 1 427.80 End of Day Ex § 1500.00 § 14&765.00
03/31/92 Buy 1 416,65 Buy D11

03/31/92 LExit 1 416.95 End of Day Ex § 75.00 S 146840.00
G4/09/92 Buy 1 411.00 Buy D11

04/09/52 LExit 1 415.95 End of Day Ex $ 2400.00 § 149240.00
D4/22/92 Buy 1 424.45 Buy D11

04/22/92 LExit 1 422.85 End of Day Ex § -875.00 $ 148365.00
05/18/92 Buy 1 424.85 Buy D12 )

05/18/92 LExit 1 426.20 End of Day Ex § 600.00 $§ 148865.00
R6/01/92 Buy | 428.70 Buy D6

06/01/92 LExit 1 429.55 End of Day Ex § 350.00 § 143315.00
06/11/92 Buy 1 422.05 Buy D11

06/11/92 LExit 1 422.15 End of Day Ex § -25.00 § 1482%0,00
06/12/92 Sell 1 425.75 Sell D14

06/12/92 SExit 1 422.55 End of Day Ex $ 1525.00 § 150815.00
06/15/92 Buy 1 422,30 Buy D5

06/15/92 LExit 1 423.60 End of Day Ex 3 575.00 & 151390.00
06/26/92 Buy 1 415.55 Buy D6

06/26/92 LExit 1 416.20 End of Day Ex § 250.00 $ 151640.00
07/27/92 Buy 1 423.10 Buy D12

07/27/92 LExit 1 423,10 End of Day Ex § -75.00 § 151565.00
07/28/92 Buy 1 426.45 Buy D7

07/28/92 LExit 1 429.50 End of Day Ex $ 1450.00 $ 153015.00
07731792 Buy 1 436.00 Buy D8

07/31/92 LExit 1 436,00 End of Day Ex § -75.00 § 152940.00
CB/21/92 Sell 1 432.30 sSell D14

08/21/92 SExit 1 426.70 End of Day Ex § 2725.00 5 155665.00
Jasiic92 Buy 1 426.%0 Buy D8

g8, 31,33 LExit 1 426.25 End of Day Ex § -400.00 & 155265.00
2940892 Buy 1 428 .35

$9,/08r92 LExic 1 428.75 End of Day Ex § 125.00 § 155390.00
£3/14/92 Buy 1 436.40 Buy D10

£9/14/92 LExit 1 437.20 End of Day Ex § 325.00 § 155715.00
G8718/92 Buy 1 432.60 Buy D8

59,18/52 LExit 1 435.70 End of Day Ex § 1475.00 § 157190.00
0/12092 Buy 1 416.55 Buy D12

10/12/82 LExit 1 418.90 End of Day Ex § 1100.00 $§ 158290.00
11/02/92 Buy 1 432.70 Buy D4

11/02/92 LExit 1 434.05 End of Day Ex § 600.00 $ 158850.00
11/18/92 Buy 1 432.25

i1/18/92 LExit 1 435.05 End of Day EX § 1325.00 $ 160215.00
11/20/892 Buy 1 436.10 Buy D8

11/20/92 LExit 1 438.60 End of Day Ex $ 1175.00 & 161350.00
12,3792 Buy i 444 .65

12717792 LExit 1 448 .15 End cf Day Ex $ 1675.00 § 163065,00
91/21/93 Buy 1 445,90 Buy D9

0121493 LEXit 1 447 .85 End of Day Ex § 900.00 5 163965.00
D1229/93 Sell 1 451.25 Sell D14

01/25/93 SExit 1 449.80 End of Day Ex § 650.00 $ 164615.00
02/03/93 Buy 1 457.80 Buy D7

02/03/93 LExit 1 459.45 End of Day Ex § 750.00 § 165365.00
02/10/93 Buy 1 457.75 Buy D12

02/10/93 LExit 1 458.65 End of Day Ex § 375.00 § 165740.00
92/26/93 Buy 1 454 .45 Buy D8

U27/26193 LExit 1 455.25 End of Day Ex § 3125.00 & 166065.00
234027393 Buy 1 454,25 Buy D6

U3/02/93 LExit 1 459.85 End of Day Ex $ 2725.00 & 168790.00
33/08/93 Buy 1 460.15 Buy D9

03/08/83 LExit 1 467.55 End of Day Ex § 3625.00 § 172415.00
03/22/93 Buy 1 459.10 Buy D6

03/22/93 LExit 1 460.00 End of Day Ex & 375.00 § 172790.00




poock pats4-14

CCSPY99A.ASC-Daily

Reactive Day Trading of the S&P 500

04/21/82 - 10/31/96

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
03/29/93 Buy 1 463.85 Buy D4

03/23/93 LExit 1 462.60 End of Day Ex § -700.00 172080.00
04712/,83 Buy 1 458.65 Buy D5

04/12/93 LExit 1 459.35 End of Day Ex $ 275.00 172365.0€
o4/27/93 Buy 1 447 .15

ua/27/93 LExit 1 448.70 End of Day Ex § 700.00 173065.00
05/03/93 Buy 1 452.00 Buy D6

05/03/93 LExit 1 453.35 End of Day Ex § 600.00 173665.00
05/10/83 Buy 1 453.70 Buy D12

05/10/93 LExit 1 454.25 End of Day Ex § 200.00 173865.00
05/19/93 Buy 1 452.20 Buy D5

05/19/93 LExit 1 459.30 End of Day Ex § 3475.00 177340.00
05/24/93 Buy 1 456.80 Buy D12

L5/24/93 LExit 1 459.10 End of Day Ex § 1075.00 178415.00
06/11/93 S5ell 1 459.50 Sell D14

06/11/93 SExit 1 459.35 End of Day Ex § 0.00 178415.00
06/24/93 Buy 1 455.90

06/24/93 LExit 1 458.55 End of Day Ex § 1250.00 179665.00
06/28/93 Buy 1 460.55 Buy D8

06/28/93 LExit 1 462.90 End of Day Ex § 1100.00 180765.00
06/30/93 Buy 1 461.75 Buy D12

06/30/93 LExit 1 461.25 End of Day Ex & -325.00 180440.00
07/08/793 Buy ¥ 455,25 Buy P11

07/08/93 LExit 1 458.70 End of Day Ex $ 1650.00 182080.00
08/30/93 Buy 1 471.15 Buy D12

08,30/93 LExit 1 472.25 End of Day Ex § 475.00 182565.00
08/15/93 Buy 1 468.35 Buy D12

08/15/93 LExXit 1 471.70 End of Day Ex § 1600.00 184165.00
09/27/93 Buy 1 470.55 Buy D8

09/27/93 LExit 1 472.20 End of Day Ex § 750.00 184915.00
10/01/93 Buy 1 471.15 Buy D4

10/01/93 LExit 1 471.70 End of Day Ex § 200.00 185115.00
10/14/93 Buy 3§ 473.50 Buy D7

10/14/83 LExit 1 477.25 End of Day Ex § 1800.00 186915.00
11/61/932 Buy 1 477.30 Buy D10

L1y01/83 LExit 1 478.75 End of Day Ex § 650.00 187565.00
11/10/93 Buy 1 471.40 Buy DS

11/10/93 LExitc 1 473 .80 End of Day Ex & 1125.00 188690.00
21430493 Buy 1 471.90 Buy D3

11730493 LExit 1 471.15 End of Day Ex $ -450.00 188240.00
12708793 Buy 1 475.90 Buy D12

12/08/93 LExit 1 475.20 End of Day Ex $ -425.00 187815.00
12/22/93 Buy 1 474 .85 Buy D12

12/22/93 LExit 1 476.35 End of Day Ex § 675.00 188490.00
U1/04/94 Buy 1 474.75 Buy D11

01/04/94 LExit 1 475.15 End of Day Ex § 125.00 188615.00
01/07/94 Buy 1 476.90 Buy D6

01/07/94 LExit 1 478.90 End of Day Ex $ 925.00 189540.00
01/12/94 Buy 3 483.05 Buy D12

01/12/94 LExit 1 481.85 End of Day Ex § -675.00 188865.00
01/26/94 Buy 1 480.60 Buy D4

Ui/26/94 LExit 1 481.55 End of Day Ex $ 400,00 1B9265.00
£1/31/94 Buy 1 487,85 Buy D&

G1/31/84 LExit 1 489.35 End of Day Ex § 675.00 1859940.00
02/02/94 Buy 1 488.60 Buy D12

02/02/94 LExit 1 489.95 End of Day Ex & 600.00 190540.00
04/05/94 Buy 1 453.15 Buy D11

04,05/84 LExit 1 455.40 End of Day Ex § 1050.00 191590.00
04,€7/94 Buy 1 457.05 Buy DS

L4/07/94 LExit 1 457.25 End of Day Ex § 25.00 191615.00
04/11/94 Buy 1 454 .65 Buy D12

04/11/94 LExit 1 457.20 End of Day Ex & 1200.00 192815.00
04/25/94 Buy 1 455.95 Buy D10

04/25/84 LExit 1 458.90 End of Day EX § 1400.00 194215.00

75
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book pats4=14 CCSP99%A.ASC-Daily 04/21/82 - 10/31/%8
Date Time Type Cnts Price Signal Name Entry P/L Cumulative
05/17/94 Buy 1 456,90 Buy D7
95/17/94 LExic 1 457 .40 End of Day Ex § 175.00 & 194390.00
©S21/94 Buy 1 460.75 Buy D12
05723/94 LExit 1 460.65 End of Day Ex § -125.00 § 154265.00
G6/09/94 Buy 1 464 .50
06/09/94 LExit 1 464 .85 End of -Day Ex & 100.00 5 194365.00
047/18/94 Buy 1 460.65 Buy D8
07/18/794 LExit 1 460.95 End of Day Ex § 75.00 $ 194440.00
07/27/94 Buy 1 458.55 Buy D12
07/27/94 LExit 1 458.60 End of Day Ex § -50.00 & 194350.00
08/08/94 Buy I 463.05 Buy D12
08/08/94 LExit 1 463.40 End of Day EX § 100.00 § 194450.00
0B/10/94 Buy 1 464.45 Buy D7
08710794 LExit 1 466.55 End of Day Ex § 975.00 § 195465.00
08/26/94 Buy 1 480.40 Buy D7
Ua/26/94 LExit 1 480.75 End of Day Ex $ 100.00 & 195565.00
09/19/94 Buy 1 476.85 Buy D12
09/13/94 LExit 1 476.10 End of Day Ex $ -450.00 § 135115.00
10/07/94 Buy 1 459 .85 Buy D6
10/07/94 LExXit 1 460.20 End of Day Ex § 100.00 § 185215.00
1G6/24/94 Buy 1 46%9.05 Buy D12
10/324/94 LExit 1 465.70 End ¢of Day Ex § -1750.00 § 193465.00
11/02/94 Buy 1 471.85 Buy D12
11/02/5%4 LExit 1 470.40 End of Day Ex § -800.00 § 192665.00
21403794 Buy 1 471.90
11703794 LExit 1 472.35 End of Day Ex % 150.00 5 152815.00
11/04/94 sell 1 473 .55 Sell D14
11/04/54 SExit 1 465.95 End of Day Ex § 3725.00 § 196540.00
11/08/94 Buy 1 469.65 Buy D11
11/08/34 LExit 1 470.50 End of Day Ex 5 350.00 5 196850.00
11/14/94 Buy 1 467 .65 Buy D12
11/14/54 LEXit 1 470.65 End of Day Ex § 1425.00 $ 198315.00
B E-VE F Buy 1 460.20 Buy D8
23ip/ 84 LExit 1 462.10 End of Day Ex & 875.00 & 199190.00
Buy 1 464 .95 Buy D7
LExit 1 465.20 End of Day Ex § 50.00 & 193240.00
Buy 1 463.70 Buy D11
LExit 1 464 .05 End of Day Ex § 100.00 § 129340.00
Buy 1 464 .50 Buy D12
LExit 1 468.40 End of Day Ex § 1875.00 $ 201215.00
Buy 1 473.50 Buy D8
01/27/95 LExit 1 471.85 End of Day Ex $ -900.00 % 200315.00
027421785 Buy 1 484 .90 Buy D12
D2/421/85 LExit 1 484.70 End of Day Ex § -175.00 § 200140.00
02/28/95 Buy 1 487.10
£2/28/895 LExit 1 488.85 End of Day Ex $ 800.00 $ 200940.00
3306485 Buy 1 483 .50 Buy D12
c3/U06/95 LExit 1 486.50 End of Day Ex § 1425.00 § 202365.00
U3/ 20485 Buy L 7 496.30 Buy D8
03720785 LExit 1 496.45 End of Day Ex § 0.00 $ 202365.00
03/24/%5 Buy 1 499.10 Buy D7
03/24/55 LExit 1 501.70 End of Day Ex § 1225.00 § 203550.00
06/159495 Buy i 537.40 Buy DB
06/18795% LExit 1 541.35 End of Day Ex § 1900.00 § 205450.00
Ggr22/95 Buy 1 544.80 Buy D7
06/22/85 LExit 1 547.05 End of Day Ex § 1050.00 $ 206540.00
Ue/26/85 Buy 1 545.30 Buy D12
06/26/85 LExXit 1 539.90 End of Day Ex § -2775.00 § 203765.00
07/10/795 Buy 1 552,30 Buy D8
07/10/95 LExit 1 552.90 End of Day Ex § 225.00 s 203990.00
07/12/95 Buy 1 550.50 Buy D12
07/12/85 LEXit 1 555.80 End of Day Ex § 2575.00 § 206565.00
Lens g e Yo B Buy 1 565.20 Buy D12
07717785 LExit 1 557.15 End of Day Ex § 300.00 & 207465.00
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Date Time Type Cnts Price Signal Name Entry P/L Cumulative
07/28/395 Buy 1 559.70 Buy DB

07/28/85 LExit 1 556.00 End of Day Ex § -1925.00 § 205540.00
BB/03/95 Buy 1 551.40 Buy D6

08/;03,95 LExit 1 552.15 End of Day EX % 300.00 s 205840.00
08/04/95 Sell 1 552.60 Sell D14

08/04/55 SExit 1 552.30 End of Day Ex § 75,00 § 205%215.00
08/07/85 Buy 1 552.80 Buy D8

08/07/95 LExit 1 552.95 End of Day Ex § 0.00 § 205915.00
08/16/385 Buy 1 551.45 Buy D12

0B/16/85 LExit 1 552.30 End of Day Ex & 350.00 & 206265.00
10/23/95 Buy 1 573.95 Buy D12

10/23/85 LExit 1 574.75 End of Day Ex § 325.00 § 206590.00
11/01/95 Buy 1 571.55 Buy D5

11/081,;95 LExit 1 575.20 End of Day Ex § 1750.00 § 208340.00
11/08/95 Buy 1 577.45

11/08/95 LExit 1 581.05 End of Day Ex & 1725.00 '§ 210065.00
11/13/95 Buy 1 583.10 Buy D7

11/13/85 LExit 1 580.85 End of Day Ex § -1200.00 § 208865.00
11/15/95 Buy 1 581.05 Buy D4

11/15/85 LExit 1 583.25 End of Day Ex § 1025.00 & 209890.00
11/20/9%8 Buy 1 588.45 Buy D8

11520495 LExit 1 585.35 End of Day Ex § -1625.00 § 208265.00
11/28/95 Buy 1 594.50 Buy D7

11/28/95 LExit 1 594.85 End of Day Ex § 100.00 s 208365.00
01/12/%6 Sell 1 587.55 Sell D14

01 f12/96 SExit 1 585.70 End of Day ExX $ 850.00 5 209215.00
LZ2/21796 Buy 1 6£28.60

w2/l 96 LExit 1 632.45 End of Day Ex § 1850.00 § 211065.00
U3/13/796 Buy 1 618.65 Buy D12

U3/13/96 LExit 1 618.40 End of Day Ex & -200.00 & 210865.00
03/26/96 Buy 1 632.35 Buy D6

03/26/96 LExit 1 633.45 End of Day Ex § 475.00 $ 211340.00
04/01/98 Buy 1 630.90 Buy D6

04/01/96 LExit 1 632.05 End of Day EX $ 500.00 $ 211840.00
J4/15+96 Buy 1 617.65 Buy D8

J4715/586 LExit 1 620.45 End of Day Ex § 1325.00 § 213165.00
U4/,25/886 Buy 7 629.15 Buy Dé

04/25/96 LExit 1 629.70 End of Day Ex § 200.00 § 213365.00
05/13/98 Buy 1 632.00 Buy D10

05/13/986 LExit 2 638.40 End of Day Ex § 3125.00 § 216490.00
05/24/96 Buy % 656.10 Buy D&

U5/24/96 LExit 1 655.25 End of Day Ex S -500.00 § 215990.00
QE107496 Buy 1 638.80 Buy Dé

96/07 /36 LExit 1 648.45 End of Day Ex § 4750.00 § 220740.00
55/11/96 Buy 1 652.50 Buy Db

06/11/96 LExit 1 646.10 End of Day Ex § -3275.00 $ 217465.00
U7:01/96 Buy 1 646 .35 Buy D8

87/01/96 LExitc 1 649.65 End of Day Ex & 1575.00 % 219040.00
a7 93096 Buy 1 646.45 Buy D12

47/03/96 LExit 1 644 .95 End of Day Ex & -825.00 § 218215.00
A7 ,22/96 Buy 1 607.35 Buy D12

07/22/96 LExit 1 606.40 End of Day EX § -550.00 & 217665.00
97/26/986 Buy 1 605.55 Buy D8

U7/26/86 LExit 1 608.20 End of Day Ex § 1250.00 & Z18915.00
Q8/12/36 Buy 1 633.65 Buy D9

08/12/96 LExit 1 636.60 End of Day Ex § 1400.00 % 220315.00
14°04/95 Buy 1 665.80 Buy D7

Zuy04,58 LExit 1 670.05 End of Day Ex $ 2050.00 § 222365,00
T3 Y6s 38 Buy 1 674.85 Buy D8

1U/18/96 LExit 1 678.70 End of Day EX § 1850.00 & 224215.00
10/23/986 Buy 1 670.55 Buy D12

10/23/986 LExit 1 6§73.90 End of Day Ex & 1600.00 & 225815.00
10/25/96 Buy s 666.10

10/29/986 LExit 1 669.10 End of Day Ex § 1425.00 & 227240.00
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Date Time Type Cnts Price Signal Name Entry P/L Cumulative
10/31/96 Buy 1 669.35 Buy D6
10/31/96 LExit 1 672.50 End of Day Ex § 1500.00 § 228740.00



book patsl-2 CCSP99A.ASC-Daily

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade
Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Numper winning trades

Largest winning trade
Average winning trade
Ratic avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Reactive Day Trading of the S&P 500 79

04/21/82 - 10/31/96

Performance Summary: All Trades

$
$

49575.
53875.

69
52

10800.
1037.
.01

00
00

00
98

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Long Trades

24825.
28125.

49
36

10800.
781.
.08

00
00

00
25

Open position P/L
Gross loss

Percent profitable
Number leosing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

Performance Summary: Short Trades

$
$

24750.
25850.

20
16

9050.
1615.
5.

8
1

-600.
23,
600.

00
00

00
63
88

00
50
00

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

T4

U Ur A

4 U Ay

Ur 4

rAnr 4

0.00
-4400.00

75%
o

-1125.00
-258.82
718.48

=

0.00
-3300.00

73%
13

-1125.00

-253..85
506.63

0.00
-1100.00

80%
4

-600.00
-275.00
1237.50

1
1

4125%
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book patsl-2 CCSP39A.ASC-Daily

04/21/82 - 10/31/96

cumulative

Date Time Type Cnts Price Signal Name Entry P/L

11/08/82 Buy 1 254.47 Buy D2

11/09,82 LExit 1 254.67 Exit D2 $ 25.00 § 25.00
06/27/83 Buy 1 279.60 Buy D2

06/28/83 LExit 1 280.30 Exit D2 $ 275.00 § 300.00
08/08/83 Buy 1 270.60 Buy D2

08/053/83 LExit 1 271.20 Exit D2 $ 225.00 5 525.00
11728783 Buy 1 274.78 Buy D2

11,29/83 LExit 1 274.88 Exit D2 $ -25.00 § 500.00
01/23/84 Buy 1 272.00 Buy D2

01,24/84 LEXIt 1 272.30 Exit D2 S 75.00 § 575.00
05/14/84 Buy 1 260.06 Buy D2

05/15/84 LExit 1 260.06 Exit D2 B -75.00 & 500.00
G6/11/84 Buy 1 254.16 Buy D2

06/12/84 LExit 1 254.66 Exit D2 $ 175.00 § 675.00
10/01/84 Buy 1 262.66 Buy D2

10/02/84 LExit 1 262.96 Exit D2 B 75.00 8 750.00
07/08/85 Buy 1 276.11 Buy D2

07/08/85 LExit 1 275.81 Exit D2 5 -225.00 § 525.00
07 /22/8% Buy 1 278.06 Buy D2

07/23/85 LExit 1 278.31 Exit D2 s 50.00 § 575.00
C7/29/85 Buy 1 272.36 Buy D2

07/30/85 LExIit 1 272.46 Exit D2 $ =25.00 % 550.040
.06/09/86 Buy 1 313.05 Buy D2

06/10/86 LExit 1 312.55 Exit D2 s -325.00 8 225.00
07/28/86 Buy 1 308.60 Buy D2

07/29/86 LEXit 1 309.55 Exit D2 5 400.00 % £25.00
08/25/86 Buy <l 323,35 Buy D2

08/26/86 LExit 1 323.35 Exit D2 5 ~75.00 § 550.00
09/29/86 Buy 1 305.01 Buy D2

09/30/86 LExit 1 305.86 Exit D2 $ 358.00 % 900.00
23/09/87 Buy 1 364.84 Buy D2

83/10/87 LEXit 1 365.14 Exit D2 5 75.00 % 975.00
05/15/87 Sell 1 358.19 sell DI

$5,18/87 SExit 1 357.74 Exit DI 3 156G.00 & 1125.00
GB/28/87 Sell 1 395.94 Sell D1

0&,31/87 SExit 1 395.04 Exit D1 ) 375.00 & 1500.00
16/16/87 sell 1 347.79 sell D1

10/18/87 SExit 1 329.54 Exit D1 $ 9050.00 § 10550.00
1026787 Buy 1 285.79 Buy D2

10/27/87 LExit 1 307.54 Exit D2 5 108B0D.00 3 21350.00
11/09/87 Buy 1 311.14 Buy D2

11, 1G/87 LExit 1 309.04 Exit D2 § -1125.00 & 20225.00
11/27/87 Sell 1 302.54 Sell D1

11/30/87 SExit 1 299,54 Exit D1 $ 1425.00 $ 21850.00
G3/25/88 Sell 1 320.49 Sell D1

03/28/88 SExit 1 320.14 Exit D1 5 100.00 & 21750.00
06/20/88 Buy 1 332.34 Buy D2

U6/21/88 LExit 1 334.14 Exit D2 5 825 .00 & 225875.890
07/22/788 sell 1 324.39 Sell D1

S7/25/88 SExit 1 324.24 Exit D1 S 0.00 & 22575.040
ca/22/88 Buy 1 317.44 Buy D2

08,23/88 LExit 1 318.84 Exit D2 L 625.00 § 23200.00
09/26/88 Buy 1 330.44 Buy D2

09/27/88 LExit 1 330.59 Exit D2 5 0.00 & 23200.00
11/04/88 Sell 1 334.74 sell D1

11/07/88 SExit 1 334.1% Exit D1 s 200.00 & 23400.,00
11/07/88 Buy 1 333.19 Buy D2

11/08/88 LExit 1 334.59 Exit D2 s 625.00 § 24025.00
03/17/89 sell 1 345.85 sell D1

G3/20/88 SExit 1 345.50 Exit D1 8 100.00 & 24125.00
06/12/89 Buy § 377.20 Buy D2

0&/13/89 LEXit 1 376,00 Exit D2 s -675.00 & 23450.00
09/25/88 Buy 1 385.66 Buy D2

09/26/89 LExit 1 386.01 Exit D2 s 100.00 & 23550.00
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book patsl-2 CCSP9%A.ASC-Daily 04/21/82 - 10/31/%86

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
10/13/89 Sell 1 365.56 Sell D1
10/16/89 SExit 1 360.56 Exit D1 S 2425.00 & 25975 0D
11/06/89 Buy 1 370.11 Buy D2
11/07/88 LExit 1 370.21 Exit D2 S -25.00 § 2535D.00
01/12/90 sell 1 375.59 sSell D1
U1/15/90 SExit 1 375.84 Exit D1 §  -200.00 & 25750.00
0a/20/90 Sell 1 367.14 Sell D1
04/23/90 SExit 1 366.04 Exit D1 5 475.00 § 26225.00
04/23/90 Buy 1 363.39 Buy D2
04/24/90 LExit 1 364.44 Exit D2 3 450.00 § 26675.00
06/18/90 Buy 1 387.44 Buy D2
06/19/80 LExit 1 387.34 Exit D2 $ -125.00 8 26550.00
08/03/850 Sell 1 372.19 Sell D1
08/06/90 SExit 1 360.19 Exit D1 B 5925.00 § 32475.00
08/06/90 Buy 1 359.94 Buy D2
08/07/90 LExit 1 365.54 Exit D2 $  2725.00 § 35200.00
Re/24/90 Buy 1 329.94 Buy D2
09/25/90 LExit 1 332.14 Exit D2 $ 1025.00 § 36225.00
12/1748940 Buy 1 349.39 Buy D2

12/18/90 LExit 1 349.64 Exit D2 5 50.00 § 36275.00
01/04,91 Sell 1 345.19 Sell D1

1/07/391 SExit 1 341.94 Exit D1 $ 1550.00 $§ 37825.00
01/07/91 Buy 1 339.49 Buy D2
01/08/91 LExit 1 339.94 Exit D2 s 150.00 $ 37975.00
d4/22/91 Buy 1 404.60 Buy D2
S4723/91 LExit 1 406.20 Exit D2 $ 725.00 § 3B700.00
05706791 Buy 1 402.15 Buy D2
345,67/91 LExit 1 402.30 Exit D2 $ 0.00 ¢ 38700.00
UE/ 24,91 Buy 1 391.95 Buy D2
£6/25/91 LExit 1 393.65 Exit D2 § 775.00 § 39475.00
18/04/91 Sell 1 398.05 sell D1

19,07/81 SExit 1 398.15 Exit D1 $ -125.00 $ 39350.00
10/21/81 Buy 1 407.95 Buy D2
10/22/91 LExit 1 407.05 Exit D2 § -525.00 $ 38825.00
24/20/92 Buy 1 423.75 Buy D2

$4/21/82 LExit 1 423.85 Exit D2 5 -25.00 § 38800.00
N7 /20792 Buy 1 426.05 Buy D2
07/21/92 LExit 1 426.90 Exit D2 5 350.00 § 39150.00
10/02/92 sell 1 421.90 sSell D1

Z0s05/82 SExit 1 420.10 Exit D1 $ 825.00 § 39975.00
11l/716/92 Buy 1 432.75 Buy D2

11/17/92 LExit 1 433.20 Exit D2 $ 150.00 § 40135.00
12/28/92 Buy 1 450.75 Buy D2

12/29/92 LExit 1 451.35 Exit D2 $ 225.00 $ 40350.00
04702793 Sell 1 453.55 Sell D1
04/05/53 SExit 1 454 .60 Exit D1 $  -600.00 $ 38750.00
08/23/93 Buy 1 465.70 Buy D2

08/ 24733 LExit 1 465.75 Exit D2 5 -50.00 & 3%700.00
ull S 20 e Buy 1 468,80 Buy D2

11/23/93 LExit 1 470.30 Exit D2 S 675.00 § 40375.00
J4 /04754 Buy 1 446.00 Buy D2

54/05/54 LExit 1 450.00 Exit D2 $ 1825.00 ¢ 42300.00
05/06/94 Sell 1 453 .35 sell D1

C5/08/94 SExit 1 451.85 Exit D1 s 6§75.00 & 42575 0o
55/09/94 Buy 1 448,75 Buy D2

05/10/94 LExit 1 451.45 Exit D2 $ 1275.00 § 44250.00
05/23/94 Buy 1 460.65 Buy D2

05/24/94 LExit 1 460.85 Exit D2 s 25.00 § 44275.00
U6/24/94 Sell 1 447.55 sell D1

U6/27/94 SExit 1 447.75 Exit D1 5 -175.00 § 44100.¢0
CB/22/94 Buy 1 468.25 Buy D2

08/23/94 LExit 1 469.05 Exit D2 4 325.00 § 44425.00
08/26/95 Buy 1 539.90 Buy D2

D&es27/95 LExit 1 540.20 Exit p2 g 75.00 & 44500, 00
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book patsl-2

CCSP99A.ASC-Daily

04/21/82 - 10/31/96

Cumulative

Date Time Type Cnts Price Signal Name Entry P/L

02/26/96 Buy 1 629.60 Buy D2

02/27/96 LExit 1 631.50 Exit D2 875.00 $ 45375.00
03/08/96 Sall 1 612.80 Sell D1

03/11/96 SExit 1 607.75 Exit D1 2450.00 § 47825.00
07/05/96 Sell 1 629.95 sSell D1

07/08/896 SExit 1 629.55 Exit D1 125.00 $ 47950.00
07/22/96 Buy 1 6§06.40 Buy D2

07/23/96 LExit 1 608.15 Exit D2 800.00 $§ 48750.00
08/26/96 Buy 1 633.05 Buy D2

08/27/96 LExit 1 634.85 Exit D2 825.00 § 49575.00



Chapter 6
Short-Term Reversal Systems

Reversa systems are among the most effective systems that you can find for trading the
stock index futures contracts. One of the most pronounced tendencies of the stock
market is for the indices such as the S& P 500 to travel from arelative low to arelative
highandfrom areativehighto arelativelow. By thiswe meanthat the market will often
swing fromthe lowest close in x number of daysto the highest closing price in x number
of days. Thisconcept, and away to exploit it, will be made clearer through this chapter.

The focus of my reversal system is a short-term move that reverses arecent extremein
price. You await the onset of areversal from arelative high or low beforetrading inthe
direction of this counter-swing. The historical results of our system are high enough to
warrant the use of such vehicles as OEX put and cal options. We do not recommend
futures pogtions leveraged far .beyond your cash. Rather, the safety net provided by
dightly out of the money hedging options against futures positions can be crucia to your
survival when the unexpected strikes.

In the S&P 500 futures market, many traders employ stochagtics, RSl and other trading
oscillators. Normally these traders will buy at the close when the oscillators move from
oversold to overbought and sdl when the reverse occurs. | refer you to my chapter on
the "Market Wizard" method for more detail on thistype of strategy. The prevalence of
oscillator trading strategies can provide an edge in using intraday reversal systems. In-
deed, | will show you how oscillator traders will actually push our reversal system trades
in the direction we want.
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Rules of our S& P reversal system:

TheBuy Rules:

1) If the S&P 500 contract closes below the lowest price of the preceding six days,
then we search for atrade.

2) If aclosebelow thelowest low of the preceding six days occurs, thenjust before
the open the following day, we place abuy stop at the highest close of the preced-
ing three days.

3) If the market does not hit our stop, then we cancd the stop at the close of the day.

4) If the market does not hit our stop, but it closes again below the lowest price of
the previous sx days, then we place anew stopjust before the opening the follow-
ing day at the current highest close of the three preceding days.

The &l Rules

1) If the S&P 500 contract doses above the highest price of the preceding six days
then we search for atrade.

2) If aclose above the highest high of the six preceding days occurs, then at the open
the following day we place a sdll stop at the lowest close of the three preceding

days.
3) If the market does not hit our stop, then we cancel our stop at the end of the day.
4) If the market does not hit our stop, but it closes again above the highest price of

the previous sx days, then we move our stop at the open the following day to the
current lowest dose of the three preceding days.
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5) If our stop is hit, we stay short the market for five days including the day of entry
and exit on the close of the fifth day.

Results and Discusson of the Reversal System:

As you can see from the system results page, our reversal system has had a marvelous
record in jumping into profitable reversal trades. These reversas have signaled large
moves in the magjority of cases. It would seem that the psychology underlying the stock
index futures contracts changes for afew days after an x day extremereversa. The build
up in optimism that creates a six day high rapidly dissipates when the market reverses
fromthe extreme. Similarly, the pessimism existing when a six-day low is made vanishes
when the market moves back up through our channel of recent closes.

Another advantage of the system is the fact that our stop will not be in a cluster where
the pit will normally be looking for them. We are not buying at a high or low itself.
Instead, we are able to take a position intraday on days when many oscillator systems
will signal at the close. Look for your yourself at the position of short term trading
oscillators when the market makes a six day extreme price. These indicators will nor-
mally show an oversold or overbought market. By positioning ourselves in the direction
of the reversal intraday, we get a bit of ajump on other traders.

With an average trade of over $1,500 on the S&P, 76% accuracy and $56,976 in profits
and a WI/L ratio of 1.52, you should spend the time required to monitor the reversa
system dgnals.
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Chapé Reversals CCSP99A-Daily 04/21/82 - 03/31/97

Performance Summary: All Trades

Total net profit $ 56976.50 Open position P/L s .00
Gross profit $§ 72212.50 Gross loss § -15236.00
Total # of trades 37 Percent profitable T6%
Number winning trades 28 Number losing trades 9
Largest winning trade S 8500.00 Largest lesing trade $ -3300.00
Average winning trade 5 2579.02 Average losing trade § -1692.89
Ratio avg win/avg loss 152 Avg trade(win & loss) 3 1539.91
Max consec. winners 7 Max consec. losers 2
Avg # bars in winners 4 Avg # bars in losers 4
Max intraday drawdown & -6600.00
Profit factor 4.74 Max # contracts held 1
Account size required s 6600.00 Return on account 863%
Performance Summary: Loeng Trades
Total net profit §& 28704.50 Open position P/L $ 0.00
Gross profit § 34939.50 Gross loss § -6235.00
Total # of trades 15 Percent profitable 80%
Number winning trades 12 Number losing trades 3
Largest winning trade 5 6100.00 Largest losing trade & -3300.00
Average winning trade s 2911.63 Average losing trade § -2078.33
Ratio avg win/avg loss 1.40 Avg trade(win & loss) s 193363
Max consec. winners 4 Max consec. losers 1
Avg # bars in winners 4 Avg # bars in losers 4
Max intraday drawdown $ -3575.00
Profit factor 5.60 Max # contracts held 1
Account size required b3 3575.00 Return on account 803%
Performance Summary: Short Trades
Total net profit $ 28272.00 Open position P/L g 0.00
Gross profit S 3U273 .00 Gross loss $ -9001.00
Total # of trades 22 Percent profitable 73%
Number winning trades 16 Number losing trades 6
Largest winning trade 8 8500.00 Largest losing trade $ -3300.00
Average winning trade 3 2329.56  Average losing trade § -1500.17
Ratic avg win/avg loss 1.55 Avg trade(win & loss) S 1285.09
Max consec. winners 5 Max consec. losers 2
Avg # bars in winners 4 Avg # bars in losers 4

Max intraday drawdown $ -6376.00
Profit factor 4.14 Max # contracts held 1
Account size required & 6376.00 Return on account 443%
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CCSP99A~-Daily

04,21/82 - 03/31/97

Short Term Reversal Systems

Cumulative

Date Time Type Cnts Price Signal Name Entry P/L

09722/82 Sell 1 234.920

09/28/82 SExit 1 234.620 5 150.00 § 150.00
09/16/83 Buy 1 275.550 =

09/22/83 LExit 1 279.580 § 2015.00 $ 2165.00
11/30/82 gell 1 274.780

12/06/83 SExit 1 273.930 s 425.00 2590.00
01/04/84 Buy 1 272.400

01/10/84 LExit 1 275.000 3 1300.00 & 3850.00
11/07/84 Sell 1 264.260

11/13/84 SExit 1 261.460 $ 1400.00 § 5290.00
12/14/84 Buy 1 258 .160

12/20/84 LExit 1 260.610 & 1225.00 % 6515.00
03/19/85 Buy 1 267.220

03/25/85 LExit 1 265.450 £ -885.00 § 5630.00
06/07/85 sell 1 273.79%

06/13/85 SExit 1 269.550 5 2124.50 % 7754.50
01/08/86 Sell 1 289 .560

01/14/86 SExit 1 285.210 $ 2175.00 $ 9929.50
04/22/86 sell 1 317.450

04/28/86 SExit 1 318.850 & -700.00 % 5229.50
07/28/86 Sell 1 311.700

08/01/86 SExit 1 306.900 H 2400.00 & 11629.50
11/12/86 Sell 1 321 .35%

11/18/86 SExit 1 312.510 § 4424 .50 § 16054.00
01/23/87 sell 1 345.340

01/29/87 SExit 1 351.590 $§ -3125.00 & 12929.00
0B/26/87 Sell 1 403.740

09/01/87 SExit 1 391.790 s 5975.00 § 18904.00
08/22/87 Buy X 383 .8591

09/28/87 LExit 1 391.940 g 4024.50 § 22928.50
02/09/88 Buy 1 317 .490

02/16/88 LExit 1 326.490 & 4500.00 5 27428.50
07/06/88 Sell 1 333.740

07/12/88 SExit 1 330.190 & 1775.00 & 29203.50
07/28/88 Buy 1 326.990

08/03/88 LExitc 1 334.890 5 3950.00 § 33153.50
0B/16/88 Buy 1 324.040

08/22/88 LExit 1 317.440 & -3300.00 & 29853.50
09/22/88 sell 1 330.140

DS /28/88 SExit 1 330.040 ) 50.00 § 299%03.50
01/04/89 Buy p 336.650

01/10/89 LExit 1 337.750 § 550.00 § 30453.50
03/17/89 Sell 1 349.250

03/23/89 SExit 1 -342.950 § 3150.00 & 33603.50
06/22/89 Buy 1 368.960

06/28/89 LExit 1 371.960 $ 1500.00 § 35103.50
02/27/91 Buy 1 389.990

03/05/91 LExit 1 399.290 § 4650.00 § 39753.50
05/10/91 5ell 1 358.29%

05/16/91 BExit 1 394.150 $§ 2074.50 5§ 41828.00
10/10/91 Buy i 398.050

10/16/91 LExit 1 410.250 § 6100.00 & 47928.00
01/22/92 Buy 1 433.500

01/28/92 LExit 1 429.400 $ -2050.00 § 45878.00
DS/01/92 Sell 1 422.100

05/07/92 SExit 1 428.700 § -3300.00 & 42578.00
1271732 Buy 1 445.850

12/23/82 LExit 1 452.500 5 3325.00 & 45903.00
06/24/93 Buy p ] 457 .650

06/30/93 LExit 1 461.250 5 1800.00 & 47703.00
87/30/93 sell 1 457,950

08/05/93 SExit 1 458.900 s -475.00 § 47228.00
11/17/93 Sell 1 472.200

11/23/93 SExit 1 471.050 s 575.00 § 47803.00

89
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Chapé Reversals

CC5P99A-Daily 04/21/82 - 03/31/97

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
12/28/54 Sell 1 463 .549
01/04/95 SExit 1 464 .050 $ -250.50 & 47552.50
04/17/895 Sell 1 504.299
04/21/95 SExit 1 506.600 $§ -1150.50 5§ 46402.00
09/21/95 Sell 1 574.700
09/27/95 SExic 1 572.400 s 1150.00 § 47552.00
01/04/986 Sell 1 598.500
01/10/96 SExit 1 581.500 § B500.00 § 56052.00
01/23/87 Sall 1 736.049
01/29/97 SExit 1 734.200 $ 924.50 $ 56976.50
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Page 1

Type : stem

Narre : ap6 Reversal s
Not es

Last Update : 08/26/97 06: 44pm
Printed on : 08/ 26/97 06: 44pm
Verified : NO

If close<l owest (low, 6)[1] then buy tonorrow at hi ghest(close, 3)[1] stop;
if barssinceentry=4 then exitlong on close;

i f cl ose>hi ghest (high, 6)[1] then sell tomorrowat |owest(close,3)[1] stop;
if barssinceentry=4 then exitshort on close;



Chapter 7

Symmetrical Pattern

Traderstrained in macroeconomic theory run the risk entering trades based upon super-
ficial analysis of inter market price action. As many of you know, a sharp upward move
in a commodity such as crude oil or gold can scare S& P 500 traders into sdlling their
stock positions or going short. Commodity prices are perceived as having an inverse
relationship with stock prices.

Thereasoning of many traderstaking short positions springsfromthefollowing logica
chain: 1) commodity pricesrising meansthat inflation isgrowing and thereforethe Fed-
erd Reserveismorelikely to raise short-termrates. 2) This monetary tightening will be
badfor stocksand therefore S& P's shoul d be sold based upon the commodity pricerise.
Thismacroeconomic logic, used at thewrong moment, leadstowhat | call thecommod-
ity fakeout trap. This chapter should get you to steer clear of thistrap.

Thepsychology behind the averagetrader'sdecisionto trade must be sudied. Itisthis
psychology that will take the poor trader into the wrong positions over and over. The
methodsthat | teach you are desgned to move the average trader's losses into the credit
field of your account statement. Remember, in afield as complex as leveraged trading,
decisions of the average trader will nearly alwaysproveincorrect. | am about to show
you onesituationinwhichintuition may leadyou astray.
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What | havedoneisidentify intermarket patternsthat trick the average trader into mak-
ingamistake. By acting in acounterintuitivefashion and by taking the opposite side of
the trade, we will move ourselves into the small camp of winners. The crucia insder
concept about what are called "symmetrical patterns’ will also be discussed.

Commodity Fakeout System #1.
The Monday Inflation Fakeout:

One of the traps that has ensnared many tradersisthe inflation fakeout trap. News over
the weekend and moves in overseas markets create unique volatility patterns on Mon-
days. Ineffect, Monday reflects over two days of events because traders cannot enter or
exit positions over the weekend. We want to trade a market that reaches an extreme
pricejust prior to areversal, and Monday's have frequently ended with futures markets
at extreme prices. Therefore, the commodity fakeout system will enter trades only on
Monday at the close.

BuyRules:

1) If the S&P 500 contracts close at a lower price than the closes of the preceding sx
days on Monday then the first condition (extreme price on Monday) has been met.

2) IftheNew York Silver Futures contracts simultaneously close at a price higher than
the closes of the preceding 9 days then the second condition (extreme commodity

price on Monday) has been met.

3) If condition 1 and condition 2 have been met, then we will buy the S& P 500 futures
contracts at the close. We will exit our long trade on Wednesday's opening.

Sl Rules:
1) Ifthe S&P 500 futures contracts close at ahigher price than the closes of the preced-
ing 6 days on Monday then thefirst condition (extreme price on Monday) has been

met.

2) IftheNew Y ork silver futures contracts simultaneously close a price lower than the
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closes of the preceding 9 days then the second condition (extreme commodity price
on Monday) has been met.

3) If sl conditions 1 and 2 areboth met, then we will sl the S& P 500 futures on close.
We will exit our short trade Wednesday's opening.

Results and discusson:

This system provides what professionas call a symmetrical pattern trade. In layman's
terms, this means that simply reversing the rules for buying and selling creates a profit-
able result on both longs and shorts. This type of pattern carries great value to the
professional hedge fund trader. The value derives from the fact that symmetry can indi-
cate a cause and effect relationship between a statistical phenomenon and its outcome.
In this system, the symmetry seems to indicate that the price changes of silver, our proxy
for inflation sensitive commodity prices, create a cause and effect price pattern in the

S& P 500.

The symmetrical pattern made over $5.00 for every $1 lost. It maintained an accuracy
rate in excess of 75% and made an average of $1618 on each winning trade. Silver isby
no means the only commodity that can be used for intermarket systems.

We have noted value in the crude oil, soybean and copper markets in timing the S&P as
well. However, the inter-market concept draws on a theory about perceptions of com-
modity price increases. It is very difficult to find successful short sale patterns during a
secular bull market in stock prices. The short sale record should impress the experienced
analyst of S&P trading methods.
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Chapter7 Symmetry CCSP99A-Daily

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade

Ratioc avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade

Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Total net profit
Gross profit

Total # of trades
Number winning trades

Largest winning trade
Average winning trade

Ratio avg win/avg loss

Max consec. winners
Avg # bars in winners

Max intraday drawdown
Profit factor
Account size required

Performance Summary :

§ 51600.00
$ 63125.00
50
39
$ 20250.00
s 1618.59
1.54
13
2
$§ -12000.00
5.48
$ 12000.00

Performance Summary:

$
$

$
$

$

Performance Summary :

4 U

37950.00
44000.00

22
17

20250.00
2588.24
2014

8
2

-12675.00

2T
12675.00

13650.00
19125.00

28
22

2225.00
869.32
B985

14
2

-3300.00

3300.00

04/01/82 -

03431/97
All Trades

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers

Avg # bars in losers

Max # contracts held
Return on account

Long Trades

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Average losing trade
Avg trade(win & loss)

Max consec. losers
Avg # bars in losers

Max # contracts held
Return on account

Short Trades

Open position P/L
Gross loss

Percent profitable
Number losing trades

Largest losing trade
Averade losing trade
Avg trade({win & loss)

Max consec. losers

Avg # hars in losers

Max # contracts held
Return on account

44t

Ar 4 in

A

4 A U

L LA

0.00
-11525.00

78%
11

-2675.00
-1047 .73
1032.00

0.00
-6050.00

T7%
5

-2675.00
=-1210.00
1725.00

0.00
-5475.00

79%
6

-2075- 00
-912.50
487 .50

2
2

414%



Chapter? Symmetry CCSP9%A-Daily

04/01/82 - 03/31/97

Symmetrical Pattern

Date Time Type Cnts Price Signal Name Entry P/L Cumulative
07/26/82 Buy 1 223.250

07/28/82 LExit 1 222.550 $ -350.00 § -350.00
01/09/84 Sell 1 275.800

01/11/84 SExit 1 274 .8B50 $ 475.00 § 125.00
04/23/84 Buy 1 259.660

04/25/84 LExit 1 261.110 § 725.00 § 850.00
04/30/84 Sell 1 263.110

05/02/84 SExit 1 264.110 $§ -500.00 %  350.00
12/17/84 Sell 1 258.310

12/19/84 SExit 1 262.460 5 =-2075.00 § -1725.00
03/18/85 Buy 1 264.200

03/20/85 LExit 1 267.750 $  1775.00 % 50.00
D4/08/85 Buy 1 263.850

04/10/85 LExit 1 264.950 $  550.00 % 600.00
05/20/85 Sell 1 274.250

05/22/85 SExit 1 273.550 4 350.00 & 950.00
07/01/85 Sell 1 277.110

07/03/85 SExit 1 277.110 5 0.00 & 350.00
12/0%/85 Sell 1 285.710

12/11/85 SExit 1 286.310 § -300.00 % 650.00
02/03/86 sell 1 293 .560

02/05/86 SExit 1 291.510 $ 1025.00 § 1675.00
04/21/886 Sell 1 320.400

D4/23/86 SExit 1 315.950 $ 2225.00 &  3900.00
06/09/86 Buy 1 313.050

06/11/86 LExit 1 313.150 $ 50.00 4  3950.00
06/16/86 Sell 1 320.850

06/18/86 SExit 1 318.400 § 1225.00 %  S5175.00
03/30/87 Buy 1 361.290 <

04/01/87 LExit 1 359.740 § -775.00 % 4400.00
04/13/87 Buy 1 355.390

04/15/87 LExit 1 353.840 $ -775.00 § 3625.00
06/22/87 Sell 1 381.190

Db/24/87 SExit 1 378.340 §  1425.00 &  5050.00
10/19/87 Buy 1 267.040

10/21/87 LExit 1 307.540 $ 20250.00 & 25300.00
01/04/88 Sell 1 321.730

01/06/88 SExit 1 324.690 $ -1450.00 § 23850.00
01/25/88 Sell 1 317.040

01/27/88 SExit 1 315.390 5 825.00 § 24675.00
04/04/88 Buy 1 319.690

04/06/88 LExit 1 322.940 $ 1625.00 & 26300.00
05/23/88 Buy 1 313.340

05/25/88 LExit 1 317.740 $  2200.00 & 28500.00
08/29/88 Sell 1 323.840

08/31/88 SExit 1 324.640 § -400.00 § 28100.00
01/30/89 Sell 1 351.250

02/01/89 SExit 1 352.750 $ -750.00 & 27350.00
05/15/88% Sell 1 368.500

05/17/88 SExit 1 368.200 s 350.00 § 27700.00
05/22/8% sell 1 374.000

05/24/89 SExit 1 370.300 $§ 1850.00 & 29550.00
08/07/89 Sell 1 384 .360

08/09/89 SExit 1 393.360 § 500.00 $ 30050.00
08/28/89 sell 1 395,760

08/30/839 SExit 1 393,360 $ 1200.00 § 31250.00
10/09/83% Sell 1 400.560

10/11/8% SExit 1 399,610 & 475.00 & 31725.00
12/04/8% Sell 1 388.860

12/06/89 SExit 1 387.310 g 775.00 § 32500.00
08/06/90 Buy 1 359.940

08/08/90 LExit 1 362.040 $  1050.00 & 33550.00
09/24/90 Buy 1 329.940

09/26/890 LExit 1 333,790 §& 1925.00 § 35475.00

97
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Chapter7 symmetry CCSP38%A-Daily

04/01/82 - 03/31/97

bDate Time Type Cnts Price Signal Name Entry P/L cCumulative
10/01/90 Sell 1 340.890

10/03/%90 SExit 1 340.540 B 175.00 § 35650.00
01/07/91 Buy 1 339.490

01/09/91 LExit 1 340.540 $ 725.00 § 36375.00
02/11/91 Sell 1 391.840

02713791 SExit 1 388.440 $ 1700.00 & 38075.00
06/10/91 Buy 1 399.550

06/12/91 LExit 1 401.800 s 925.00 § 39000.00
08/19/81 Buy 1 387.300

08/21/91 LExit 1 403.5850 $ 3325.00 § 42325.00
09/09/81 Buy 1 407.100

09/11/91 LExit 1 404.150 $ -1475.00 § 40850.00
0B/03/92 sell 1 436.900

08/05/92 SExit 1 435.050 $ 925.00 5§ 41775.00
03/08/93 sell 1 467 .550

03/10/93 SExit 1 466.550 S 500.00 § 42275.00
04/26/93 Buy 1 443 .900

04/28/93 LExit 1 447.900 § 2000.00 & 44275.00
11/01/93 Sell 1 478.750

11/03/93 SExit 1 477.900 5 425.00 5 44700.00
01/03/94 Buy 1 473.600

01/05/94 LExit 1 474.650 s 525.00 § 45225.00
03/07/94 Sell 1 474.750

03/09/94 SExit 1 473.250 & 750.00 5 45975.00
05/06/96 Buy 1 617.550

05/08/96 LExit 1 612,200 § -2675.00 & 43300.00
05/20/96 Sell 1 650.900

05/22/96 SExit 1 649.550 S £75.00 & 43975.00
07/15/96 Buy 1 599.100 -

07/17/96 LExit 1 605.950 $ 3425.00 § 47400.00
08/26/96 Buy 1 632.050

08/28/96 LExit 1 636.350 s 1650.00 § 49050.00
09/08/96 Sell 1 £33.900

05/11/96 SExit 1 631.350 5 1275.00 § 50325.00
01/27/97 Buy 1 724.850

01/29/97 LExit 1 727 .400 § 1275.00 & 51600.00
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Page 1
Type : stem
V\grr)re : apter7 Symmetry
Not es

Last Update : 08/ 26/97 06: 51pm
Printed on : 08/ 26/97 06:52pm
Verified : YES

I f cl ose<l owest (cl ose, 6)[1] and
cl ose of data2>hi ghest(close,9)[1] of data2
and dayof week(date)=l then buy on cl ose;

if barssinceentry=l then exitlong at narket;
if cl ose>hi ghest(close, 6)[1] and

cl ose of data2<l owest(close, 9)[1] of data2
and dayof week(date)=1 then sell on cl ose;

if barssinceentry=l then exitshort at market;

Printed using TradeStation Power Editor by Orega Research Version 4.02.17 - Cct

02 1996



Chapter 8

Range Expanson Search Code

In creating a list of patterns for trading programs, there are two ways to proceed. The
first method is to observe the markets and investigate hunches as to market behavior.
Occasionally, using this method, useful trading patterns will be detected. This is the
method | used until | came across the written opinions on the subject of star trader,
Monroe Trout on this subject. Trout learned to trade while working for my former
employer, Victor Niederhoffer in New York. Trout logically proposes the ideathat a
more efficient method of pattern research is to simply test all possible parameters and
intermarket relationships to see if any of theresults look statistically valid.

What | will present to you in this chapter is a sample program that you can useto test al
possible patterns of a technique called range expansion. If you are unfamiliar with the
concept of range expansion, let me explain. Range expansion refersto any system that
takes the value of one chart point, subtracts the value of another chart point and then
adds or subtracts this value from an opening or close to derive abuy or sdl point.

In many cases, we will be using a percentage of the value we calculate and then add or
subtract this value to tomorrow's opening for our buy and sdll points. Sinceit is easy to
run a comprehensive search of all volatility expansion patterns and then to consider the
possibilities, we will demonstrate the technique.

Our Tradestation program to find volatility expansion sell signals reads as follow:
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Inputs: cha(O), opt(O), per(O), tday(O);

Vars:voll(0), vol2(0);

voll=highest(high,cha) - lowest(close,opt);

vol 2=highest(close,cha)-lowest(low,opt);

if day of week (date)=tday and

voll<vol2 then sl tomorrow a open tomorrow -(voll* per) stop;
if dayofweek(date)=tday and

vol2<voll then sdll tomorrow at open tomorrow - (vol2* per) stop;

Our program to search for volatility expansion buy signalslooks asfollows:

Inputs: cha(O), opt(O), per(0), tday(O);

Vars:voll(0),vol2(0);

Voll=highest(high,cha)-lowest(close,opt);

V ol2=highest(close,cha)-lowest(low,opt);

If dayofweek(date)=tday and

Voll<vol2 then buy tomorrow at open tomorrow+(voll* per) stop;
If dayofweek(date)=tday and

Vol2<voll then buy tomorrow at open tomorrow + (vol 2* per) stop;

This program will test every day of the week for volatility expansion trades. It altersthe
values that are seerched as well. Since the highs, closes and lows are inputs, we can test
al valuesfrom 1-5daysago andal daysfrom 1-5 (Monday to Friday) and al percentage
expansionsfrom 109& to 200%. Wewill usethe lesser of thetwo values that we calcu-
late. In addition, we will test all parameters of each of the three components to get a

sense as to whether there is arange of values that shows some promise.

If we only find a single working value, we must suspect an over-optimized system and
avoid it. Our generd rule is to base our trading only upon pattern systems that have
profit factors above 3 and percentage accuracy in the area of 70% or better and many

similarprofitabilityreadingatdifferentparameters.
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Results and discussion:

On the sdl side, the range expansion search program only identified the opening on
Monday asaprofitabletimefor placing orders using the system. Thursday's opening and
Friday's opening showed up as tradable by this method, but only at very selective param-
eter values, so | would not usethem. By selling avolatility expansion to the downsideon
Mondays, given our parameters, we are playing the odds and betting on a continuation of
the phenomenon.

Onthebuy side, Monday, Tuesday and Wednesday openings were identified as tradable
range expansion times. By buying volatility expansionsto the upside given our param-
eters, we have come out winners in the past.

Volatility systemshave useinidentifying tradable market patterns. However, wewould
not make them the basis or our entire trading strategy. These types of trades prove most
useful when you are dready in a trade and want additiona information on the likely
outcome. The triggering of any of these systems gives you a strong clue as to likely
directional biasfor that day.

Results table:

The spreadsheet shown provides the parameters that met our profitability conditions.
Y ou can create similar sheetsto establish volatility daytrading parametersfor other mar-
kets or to rerun our study using the Tradestation code. This"brute force" search method
showcases one excellent usefor Tradestation.
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CHA OPT PER
0.7
1.8
1.3
1.3
1.3
1.9
1
16
1.6
1.9
19
1.9
1.3
0.7
1.6
0.7
1.3
0.7
1.3

AP ONADWOMNMOW=NHMNDWNE-=BS
~ P WA AN RN == B

TDAY

(S S R 4 N R 6 R & NS R B IS S B S I € I I S < B S LR ]

NetPrit
29967
51114

27925.5
26451
30247.5
54163.5
26132.5
61105.5
31067
38706
56092.5
46682
43392
27832
54147.5
31590
28873
38565
67444

L:NetPrit
29967
51114

27925.5
26451
30247.5
54163.5
261325
61105.5
31067
38706
56092.5
46682
43392
27832
541475
31590
28873
38565
67444

PFact

297
2.78
2.76
2.75
271
2.69
2.66
2.54
2.44
244
242
242

24
2.39
2.38
2.35
233
2.33
2.33

ROA
422,78
533.91

510.1
417.93
569.47

1302.01
683.11
1578.75
618.49
404.3
1109.64
1122.16

838.9

658.59
1398.98
454,27
556,86
703.04
1309.21

MaxDD
-7088
-9573.5
-5474.5
-6329
-56311.5
-4160
-3825.5
-3870.5
-5023
-9573.5
-5055
-4160
-5172.5
-4226
-3870.5
-6954
-5185
-5485.5
-5151.5

#Trds

93
120
82
76
96
157
82
179
105
101
182
148
138
118
166
115
a7
139
215

This table shows the top 20 range expansion buy patterns found by the program in Chapter 8 of the text.
Refer to the chapter and the system code for detalls on this spreadsheet resuit table.

YePrit

68
62
60
59
61

62
57
60
60

56
63
61
60
58
60
65
64
60
57

BigWTrd BigLTrd  AvgWTrd

3215
10250
2975
2975
2975
4497
4625
4640
3830
10250
4497
4497
4227.5
3755
4640
3215
4227.5
3755
4782.5

-2503

-4543
-2087.5
-2087.5
-2087.5
-2455.5
-3575.5
-2395.5
-4220.5

-4543
-3167.5
-2455.5
4422 5

-3338
-2395.5
-2352.5
-4422.5
-4030.5

-3305

716.55
1078.4
894.06
924.43
812,67
879.56
890.14
941.21
836.02
1150.57
837.89
875.24
896.17
694.12
943.48
733.28
903.65
813.97
960,61
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CHA OPT PER
2 4 1.6
2 4 1.3
2 3 16
3 4 1
2 5 1.3
4 5 0.7
2 3 1.3
5 g 0.7
3 2 1.3
5 5 0.7
2 B 1
4 4 07
2 2 186
2 4 1
3 3 1
3 5 0.7
5 4 0.7
4 5 0.7
- 4 0.7

TDAY

5
5
5
5
b
5
5
5
3
4
5
5
5
5
5
5
4
4
3

NetPrit
274785
36125.5

260925
28730.5
28794
35360
35144
28233
31148.5
28158
35527.5
322725
28056
38176
25776
32527.5
29509.5
26609
272185

S:NelPrft PFact
27478.5
36125.5

26925
28730.5
28794
35360
35144
28233
311485
28159
35527.5
322725
28056
38176
25776
325275
29500.5
26609
27218.5

3.25
275
2,68
252
247
2.37
229
2.21
2.06
2.04
2.03
1.96
1.83
1.91
1.85
1.84
1.79
1.74
1.74

ROA
470.93
509.71
422 49

400.4
406.26
756.77
49586
604.24
330.56
490.96
555.03
513.44
409.19
584.98
334.71
566.14
378.86

247
242 41

MaxDD
-5835
-70B7.5
-6373
-7175.5
-7087.5
-4672.5
-7087.5
-4672.5
9423
-5735.5
-6401
-6285.5
-6856.5
-6526
7701
-5745.5
-7789
-10773
-11228.5

#Trds

53
69
69
68
55
82
a7
75
113
93
86
101
101
103
94
100
117

108
122

This table shows the top 20 range expansion sell patterns found by the program in Chapter 8 of the text.
Refer to the chapter and the system code for detalls on this spreadsheet result table.

YoPrit

BigWTrd BiglTrd  AvgWTrd

14250
17437.5
14250
17250
17437.5
19087.5
17437.5
19087.5
72425
12685
20625
18087.5
14250
20625
17250
21450
12685
12685
7512.5

-5065
-7087.5
-5065
-4475
-7087.5
-3200
-7087.5
-3200
-4022.5
-2937.5
-6075.5
-3140
-5065
-6075.5
-4475
-3810.5
-2245
-5772.5
-2627.5

1240.77
1168.58
116212
116205
1344.49
1276.3
1084.68
1170.36
977.48
1105.38
1322.31
1268.38
1098.34
1317.33
1058.33
1298.9
1131.36
1081.66
1015.56
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Page 1

Type : System

Name : Chapter8 RangeExpand
Notes $

Last Update : 08/28/97 08:39pm
Printed on : 08/28/97 08:39pm
Verified : YES

{our program to search for volatility expansion sell signals looks as follows:}

{Inputs: cha(0), opt(0), per(0), tday(0);

Vars: wvoll(0), wel2(0);

voll=highest(high,cha) - lowest(close,opt);
vol2=highest(close,cha) -lowest(low,opt);

if dayofweek(date)=tday and

voll<vol2 then sell tomorrow at open tomorrow - (voll*per) stop;
if dayofweek(date)=tday and

velZ<voll then sell tomorrow at open tomerrow — (vol2*per) stop;)}

{Our program to search for wvolatility expansion buy signals looks as follows:)

Inputs: cha(0), opt(0), per(0), tday(0);

Vars: voll(0), vol2(0);
Voll=highest (high, cha)-lowest (close,opt);

Vol2=highest (close,cha)-lowest (low,opt) ;

If dayofweek (date)=tday and

Voll<vol2 then buy tomorrow at open tomorrow+(voll*per) stop;
If dayofweek(date)=tday and

Vol2<voll then buy tomorrow at open tomorrow + (val2*per) stop;

{Note. You must run each half of this program separately. The first paragraph
sale pattern search. The last paragraph performs a buy signal pattern search.
to enclose the inactive part of the search before you try to run the program.}

performs a short
Use bracket "{ }*



Chapter 9

Why the Large Hedge Funds
WinInEquitiesandHow Y ou
Can Too

Why largehedgefundsstumped many hedgefundperformanceandysts. Theissuesraisedby
thisquestiongotothevery natureoftrading. Atdl leves trading issuccessful overtime, only
to the extent that the trader has an advantage over competing interests. Having beeninthe
hedgefundindustry for severa years, | haveusedthetimeto observewhy largetradersare
ableto pull money out of the marketsyear after year with such seeming eese. | have catego-
rized theadvantagesof thelargest tradersinto severd categories. Perhapsyou will reconsder
trading completdy whenyou readwhat type of competitorsyou faceinthemarkets.

Informational advantages

Inreturnfor giving millions of dollars of commissonsto the large s1l Sde brokerage houses,
hedgefundsaregiven better information thanpublictraders. Hedgefundsdonot needtouse
materid, nonpublicinformationto achieveprofits. Instead, hedgef undshaveadvantagesthat
arenct avallableto public or smdl traders. Forindance, if thedrug analyst at atop brokerage
house on Wall Street has decided to change his’her recommendation on Merck, who doyou
think getsthefirst cal? Sincethebrokeragefirmshave such atremendousfollowing any
changeinanayst opinionsor estimateswill generatefollow-throughtrading. Whether or not
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theanalystisaccurateisirrdevant. Inthe hoursor daysfollowing theanayst'sannouncement,
the short-termtrading profits have aready been made by thelargefunds.

The second type of profits available to large traders comes in the form of IPO shares. Again,
in return for frequent business, the underwriting syndicates at the major Wall Street houses
give the hottest PO sharesto the best customers more or less. Simply by having significant
assets under management and high turnover, acustomer is given shares at prices below the
opening prices of IPO shareson the issuedate. All thelargetrader hasto do is sdll the PO
shares at the market at the open ten minutes or so after receiving the shares. Thisisthe dosest
thing to afreelunch onWall Stre<t.

What many of the equity and futures traders overlook isthat it is not quantitative screens or
insightful analysisthat makes marketsmoveinyour direction. Itistheknowledgethat people
will buy thetrading vehicleafter you that makesit aworthwhileinvestment. Perhapsyou will
not get the "first cal” or any PO shares, but let me give you amethod that will show you how
to get in front of other traders in the sock market.

Method Preamble: The Analyst Opinion Game

To understand why buying stocks that register surprisingly positive earning is a successful
drategy, it is important to understand how Wall Street analysts and sdespeople function.
Analysts are assigned to agroup of stocks categorized by industries. They provide recom-
mendationsand publishtheir opinionsin monthly or quarterly publications. Ifthey changetheir
opinion about agtock, they passon their opinion and hopefully bringinbusinessforther firm's
trading departments. If afew weeks after the new recommendation, aclient decidesto invest
inthe sector of the market that the analyst covers, that client will oftentimes solicit the analyst
recommendations beforebuying. In addition, once an analyst recommends or downgradesa
gock, thebrokerage firm'sretail arm will start to push the recommendation.

Therefore, changes in analysts' estimates have alonger term effect on flows of capita into
certain stocksthat they like or dislike. Many companies provide screensthat rank the uni-
verse of stocks on severd factorsto generate buy listsand sdll lists. For most such screens,
the key factor is earnings surprises. Zweig Securities and The Value Line Investment
Survey are two companies that create rankings that incorporate earnings surprisedata. These
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screens have excellent track records in selecting stocks that outperform market averages.
When a stock reports earnings higher than anal yst consensus estimates, the Wall Street com-
munity rapidly changesitsforecasts.

With this knowledge, we can employ a sophisticated method to get into stocks before the
analysts and mechanical screensreach all tradersthat usethem. Hereismy specid methodfor
getting infront of Wall Street.

Our Power Stock Sdection Method: The Value Line Outflanking Maneuver :

| subscribeto the ValueLinelnvestment Survey. Each week | receiveasummary andindex
report that lists stocks that have been upgraded or downgraded on their scae of 1-5 for
timdiness. Stocksthat areranked a 1 haveadramatic history of outperforming the averages
andto some degreethe outperformance may be sdffulfilling. 1fyou look at the sectioninthe
weekly report caled "Noteworthy rank changes,” you will see the socks that have changed in
rank and the reason for the change. 1nthe overwhelming majority of casesit isthe stocksthat
have reported earnings surprisesthat get listed.

Wearegoingtotry toidentify stocksthat are about to be upgradedto theranking of 1 inthe
ValueLinelnvestment Survey. What we do to accomplish this isto monitor al the stocks
ranked 2 or 3 inthesurvey on our quote machineticker. Thisnewsmonitoring canbedoneon
many quotemachinesby ticker symbol. Anytimeastock ranked2 or 3inValueLineReports
apositiveearningssurprise, wewill buy it at themarket immediately following theannounce-
ment.

Sincethe analysts at themajor firmsdid not get their consensus estimates correct in eva uating
thesockswearebuying, itwill certainly causethemto either changetheir esimatesupward or
to look more carefully at the reporting company. In addition, since many of the quantitative
screens used by top money managers employ earnings surprise data, wewill get thejump on
many portfolio managers using our method. Idedly, the ValueLine Investment Survey will
aso giveanew ranking to the stock, and wewill hit ahomerun.





