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Swing Trading

* Swing trading is a speculative activity in financial markets where a
tradable asset is held for between one to several days in an effort to
profit from price changes or 'swings'. A swing trading position is
typically held longer than a day trading position, but shorter than buy
and hold investment strategies that can be held for months or years.
Profits can be sought by either buying an asset or short selling.



Momentum Trading

e An investment strategy that aims to capitalize on the continuance of
existing trends in the market. The momentum investor believes that large
increases in the price of a security will be followed by additional gains and

vice versa for declining values.

* Following the general direction of a market or of the price of an asset.
Trends can vary in length from short, to intermediate, to long term. If you
can identify a trend, it can be highly profitable, because you will be able to
trade with the trend.



Buy and Hold

 Stock Investors Should Expect 6%-7% Annual Return, Buffett Says
e DJIA (1990 — 2014) 7.75%

e S&P500 (1990 —2014) 7.35%

 NASDAQ (1990 — 2014) 9.87%

e IBM (10y) 9.28%, Google (10y) 14.78%, Intel (10y) 17.22%, Microsoft
(10y) 8.28%, Boeing Airlines (10y) 10.79%, GE (10y) 0.94%, Caterpillar
(10y) 7.04%, Home Depot (10y) 13.07%, Johnson & Johnson (10y)
7.77%



Steady Growth

Advanced Auto Parts (8/12/2010)




8 Periods of 10 days each

Buy

Date

01727110

03r22/10

0324/10

08/M13/10

11/01/10

1110710

12/21/10

0223711

03703711

04/07 /11

527

52894

$16.48

1962

Shares

70

Cost

$15952 16

$1573.20

$1451 .16

$4199.69

$1671.84

$2170.35

F1977.36

$4121.04

$3067T 62

518041

18355

S16896

S16BTT

£18248

$18260

$14053

$18271

216093

215608

S15674

£16508

£17881

Date

0250510

0472710

QS07Ma

0824110

11/12M0

0272211

0304511

0414511

$73.41

$£30.50

$54 29

$64 80

$11.75

$17.10

$18.64

%6.70




Annualized return 8 periods x 10 days

Totals, Ups:630 59% AvgAtRIisk:$60935 Profit:398%

AnnRet 05488 54.88%

AnnStdDev 02215 22.15%

Sharpe Ratio 24782 2.48

S&P AnnRet 00991 991%

S&P Qutperformance 0.4497 44.97%

S&P Correlation 0.0954

Upside Capture 195.7093 195.7093

Downside Capture -48.9490 -48.9490

Max Drawdown 02923 2923% Peak9/14 Trough:10/14 Retumn:11/14 Recovery1
S&P Max Drawdown 02082 20.582% Peak4/11 Trough:9/M11 Retumn:2/12 Recoverys
Alpha 00375 3.75%

Beta 01650 0.16




Variation - Increasing Growth

e Higher growth per period




Increasing Growth

Buy
Date

10/19/M10

11/10/10

1212210

01/04/11

0172411

02/10/11

02/22/11

03/30/11

02/06/13

06/13/13

$23.46

$2.52

$2.29

$16.09

$31.52

$7.14

$14.83

$22 25

Price

$19.48

$9.44

$22.53

$2.54

$2.33

$16.05

$31.97

Cost

$1558.72

$£2265 60

$1802 .40

$2257.04

$1968.85

$1685.04

£1598.50

$1705.69

$4846.11

$1663.48

$18434

$17635

$17971

$17523

$17732

$17904

$16298

17748

$14644

$17693

Sell

Date

10/19M10

11/10M10

12/27M0

01/110M1

01725M1

0272211

03/08/M1

04/07/11

021113

06/13M3

Days

1

Price

$18.51

$3.97

L

$2.46

5221

$15.51

$30.95

5717

$14.11

$22.58

A0

Profit

$-78

$-113




How much do | buy

* Diversify across at least 10 stocks
* Diversity across sectors
* Adaptive Allocation



When do | sell?

 Investors have a knack for piling into investments at the top and selling at
the bottom. Many investors get caught up in media hype or fear and buy or
sell investments at the peaks and valleys of the cycle.

You know you are an emotional investor if:

* You sell your stock if it falls a few cents. You are fixated on stock news. You
celebrate unrealized profit.

* You fear stock updates.

* You panic about bad news.

* You make frequent calls to your broker.
e You mourn unrealized loss.



Stop Loss Order

An order placed with a broker to sell a security when it reaches a certain
price. A stop-loss order is designed to limit an investor’s loss on a position in

a security.
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Limit Order

e An order placed with a brokerage to buy
or sell a set number of shares at a
specified price or better. Because the
limit order is not a market order, it may
not be executed if the price set by the
investor cannot be met during the
period of time in which the order is left
open.




Stop Loss / Stop Limit SO commission

Up:2% Up:4% Up:6% Up:8% Up:10% Up:12% Up:14% Up:16% Up:18%
Dn:-2% 125 142 149 164 15.0 14.6 14.8 17.2 17 .1
Dn:-4% 123 137 162 17.1 16.4 15.4 16.9 20.3 -
Dn:-6% 135 128 141 16.6 14.4 15.6 17.7 18.5 19.7

Dn:-8%  15.3 1?.6_ 175 168 13.2_

Dn-10% 145 16.2 182 193 17.9 16.2 12.8
Dn-12% 165 172 197 185 17.5 16.4 11.2
Dn:-14% 128 146 181 174 13.9 12.8 10.5
Dn:-16% 134 145 174 152 15.2 14.0 10.5
Dn-18% 116 150 169 16.1 16.5 15.0 11.9




With $14 round trip

Up:2% Up:4% Up:6% Up:8% Up:10% Up:12% Up:14% Up:16% Up:18%
Dn:-2% 5.7 8.0 88 96 9.6 8.6 8.1 117 113
Dn:-4% 2.0 76 10.2 102 9.6 8.9 11.0 14.4 14.8
Dn:-6% 6.5 6.4 75 92 7.5 10.5 129  13.1 14.5

Dn:-8% 8.9 11.5_ 120 109 14.1_

Dn:-10% 8.0 111 121 1289 12.4 11.2 7.2 10.3 12.3
Dn:-12% 104 107 146 13.0 11.8 12.5 6.4 10.1 10.9
Dn:-14% 6.4 71 123 125 7.5 8.4 53 10.6 9.2
Dn:-16% 6.8 80 111 8.8 8.7 8.9 6.0 9.5 10.0
Dn:-18% LT 80 125 1038 9.4 10.2 i3 11.1 10.2




Trailing Stop loss

A stop order that can be set at a defined percentage away from a
security's current market price. A trailing stop for a long position would
be set below the security’s current market price; for a short position, it
would be set above the current price. A trailing stop is designed to
protect gains by enabling a trade to remain open and continue to profit
as long as the price is moving in the right direction, but closing the
trade if the price changes direction by a specified percentage.



Trailing Stop Loss

Dn:-2%
Dn:-4%
Dn:-6%
Dn:-8%
Dn:-10%
Dn:-12%
Dn:-14%
Dn:-16%
Dn:-18%

Up:2% Up:4% Up:6% Up:8% Up:10% Up:12% Up:14% Up:16% Up:18%

. 17.6 18.3

16.2 15.8 15.8

16.2
16.6
14.8
15.7
14.9
176
14.2
13.6
13.2

15.2
13.3
12.0
14.4
1.7
13.0
12.1
12.6
11.2

111
12.7
10.7
13.6
10.2
11.8
10.7
12.1
11.3

13.6
17.4
15.6
18.2
13.5
11.6
11.0
11.3
11.5

14.6
17.7
14.2
11.5
10.4
10.1
10.2

9.3
10.6

17.1
17.9
17.6
13.6
11.7
13.8
12.0
10.5
11.0

12.8 14.4 14.7




Algorithms

* Momentum

e Steady Growth

* Increasing Growth
e Aroon Indicator

* Moving Up

* Etc.



Momentum - Example




Momentum - parameters

* \Volume greater than 100,000 shares

e Volume increasing 1.6x in the last 3 days vs. the pervious 20 days
* Close greater than $2.00

 Close increasing 1% the last day vs. the previous 5 days

e Change in close no more than 25% in the last 25 days

* VVolatility less than 1% over the last 20 days

e Last two days were up days;

e Last 3 out of 5 days were up days

e Last 12 out of 20 days were up days



Momentum — zoomed in




Momentum — Daily Picks

Up Picks Mext Minus Plus Save

s

volume Gain 2 .6x in last 0725 days

5 4 o7 BGR BlackRock Global Energy and Resources Trust

volume Gain 2.1x in last 0/25 days
50 a7 BDN Brandywine Realty Trust
volume Gain 1.9x in last 0/25 days

47 a7 BPO.P

volume Gain 1.7x in last 0725 days

47 s BPOP Popular Inc.
volume Gain 1.7x in last 0/25 days

46 677 AOR

volume Gain 1.7x in last 0/25 days




Momentum - Trades

Up Trades

Symbol

Buy
Date

03/05/10

03M18M10

04/26/10

08/04/10

091510

10/04/10

11/01/10

112310

01/06/11

o1/11/11

Open

816

$56.57

$271.98

$57.22

$58.27

$33.56

$65.29

$61.00

$16.72

$4.29

Close

814

$56.19

$269.50

$57.18

Price

$8.15

$56.48

$271.22

5717

$58.32

3.32

$65.12

$61.05

$16.62

$4.38

$18119

516135

16784

$17543

$15495

$16443

$16907

16681

$15872

14628

Date

0472210

050610

050610

10/01/10

10/05/M10

11/04/10

0150611

0150411

03/30/11

0171111

Price

$3 64

$53.09

$254 95

$60.60

$61.81

$35.32

$61.22

$64.71

$17.62

$4.64




Testing and Tuning — Time Series Heat Map




Tuning — Best Parameters via Clustering

FriceChangs=1Day:-12%
FriceChang=5Cays-18%
FriceChange20Days: 10%:
WolumeChamge1Day:-181%
WolumeChamgeSDays-488%
WolumeChange20Days: 23 2%
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Tuning

FriceChange1Day:-1%
FriceChange5Days:- 1%
FriceChange20Days: 5%
WolumeChange1Day-5188&
WolumeChange5Days:-4058%
WolumeChange20Days: 47335
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Momentum - Performance

10 Years

AnnRet 19.56% 10 Years

AnnStdDev 11.85% 600%

Sharpe Ratio 1.65 S00%

S&P AnnRet 5.51%

&P 400%

Outperformance 14.04% 300%

S&P Correlation 0.6226 200%

Upside Capture 129 100%

Downside Capture 21 o

Max Drawdown 40.24% W W B W M~ I~ 00 o0 g o 2 = « o o ™M m = <
o o o = o o o [ R s N — = — — i — = —

Alpha 1.28% TN AN AN AR TR AR AR AR AR R

Beta 0.52 = RetUrns e S&P500




Aroon Indicator

Do You Want To Only Buy Stocks That Are
Going Up?

MONEY MORNING STAFF REPORTS - 8/9/2015

What you are about to see is a powerful discovery that had been intentionally
kept under wraps while we investigated it for the last six months.

We had to be certain that what we've detected could be validated with 100%
certainty before we went public with our findings.

After examining 15 years of winning trades, we have uncovered an identical
X pattern that appeared alongside ALL of them.

The short video clip below reveals everything.

AVD A

1,125%

43%




Investopedia: Aroon Indicator

A technical indicator used for identifying trends
in an underlying security and the likelihood that
the trends will reverse. It is made up of two
lines: one line is called "Aroon up", which
measures the strength of the uptrend, and the
other line is called "Aroon down", which
measures the downtrend. The indicator reports
the time it is taking for the price to reach, from
a starting point, the highest and lowest points
over a given time period, each reported as a
percentage of total time.
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Aroon - Example




Parameters

e \Volume greater than 250,000 shares

e Volume increasing 1.6x in the last 3 days vs. the pervious 20 days
* Close greater than $2.00

e \olatility les than 1% over the last 20 days

e Aroon Indicator over 25 days



Aroon — Auto-Tuning the parameters

Attm Buys AnnResult AvgAnn MinVol MinClose IVMin  IVDays1 IVDays2 LVMin LVDays AroonDays

250,000 $2.00 6 20 3 1.0% 20

11.8% 0.034% | 200,000 $3.25 . 19 1.3% 10

11.3% 0.024% | 200,000 $1.75 . 20 1.4% 32

10.5% 0.021% | 50,000 $3.00 . 31 1.5%

10.4% 0.024% | 100,000 $0.75 . 11 1.5%

7.2% 0.037% | 250,000 $2.00 . 0.9%

4.4% 0.437% | 300,000 $1.75 ! 0.5%

35% 0.096% | 350,000 $2.25 ) : 0.9%

31% 1.037% | 350,000 $1.75 . 0.5%

2.5% 0.022% 300,000 $2.25 K 0.4%

0.007% 200,000 $2.50 2 8 0.6%
0.006% 200,000 8 0. y 0.9%

-0.002% @ 300,000 L 0.4%




Aroon - picks



Aroon — Historic Trades

Aroon Trades

Symbol Buy Sell

Date Open Close Price Shares Date Profit

01/08M10 $7065 $71.29  $70.80 30 $17869 = 01/21/10 L 127

01712110 $55.94  $55.49 $55.71 40 $15634  01/22/10 $52.37 | $-134

01/27M0  $14.60 $14.57 $18096 = 03/01/10 $15.44

03/19M10 $11.64 $11.62 3 $14195 = 04/22/10 $12.31

05/03/10  $2582 $25.76 %2566 $14805 = 05/07/10 : $24.12

09/03/10  $25.03 $24.98 $24.98 $16981  09/29/10 $26.47

08/05/11 $2496 $24.41 $24.83 $13261 | 08/08/11 $23.34

10/20/11  $105.55 $104.69  $105.17 3 $12337 10126711 5  $111.48

03/28/12 | $14.48  $14.33 $14.43 $14576  08M7/M12 889  $15.29

04/27M12  $3897 $3820 %3871 $12421  05/04/12 6  $36.38




Aroon — Annualized Return

AnnRet 0.0842 8.42%
AnnStdDev 0.9917 9917%
Sharpe Ratio 0.0849 0.08
S&P AnnRet 0.1074 10.74%
3&P Qutperformance -0.0232 -2.32%
S&P Correlation 0.0518

Upside Capture 4639 46.39
Downside Capture 3467 3467
Max Drawdown 29762 257 62%
S&P Max Drawdown 0.1957 19.57%
Alpha 0.0279 2.79%
Beta 0.3694 039




Ant Trails

* Find a stock that does pretty good and then find another one that
follows in the same track.

e Did not perform very well



Google - GOOG




Google — Peers — Technology/Internet Information Providers

Sector Industry




Sectors

3D-

Annualized Returns

Vo\a‘\\\l‘j —

Annualized Returns

< + B >

Accident & Health Insurance Home Improvement Stores.
Aerospace/Defense - Major Diversifiidspitals
Aerospace/Defense Products & Serliwdzpendent Oil & Gas

ricultural Chemicals Industrial Electrical Equipment
Air Delivery & Freight Services Industnal Equipment umponems
ir Service Industrial Equipment Wholesale
Aluminum Industrial Metals & Minerals,
Apparel Stores Information & JEHvery Services
Application Software Insurance Brokel
Asset Management Internet Infon'nalmn Providers
Auto Dealerships ntemnet Software & Services
Auto Parts nvestment Brokerage - National
Auto Parts Stores nvestment Brokerage - Regional
Beverages - Brewers le Insurance
Biulechnolo? -Term Care Facilities
Building Materials Wholesale _um
Business Services ajor Airlines
Business Suﬂwara & Services anagement Services
CATV Syste arketing Services
Chemicals - Ma]or Diversifled leat Products
Closed-End Fund - Debt ledical Aplt)hances & Equipment
Closed-End Fund - Equity ledical Instruments & Supplies
Closed-End Fund - Foreign ledical Laboratories & Research
ommunication Equipment loney Center Banks
Computer Penpherals ultimedia & Graphics Software
Conglomerates etworking & Ci ation Devic
Credit Services Office Supy EI
Data Storage Devices Oil & Gas Equipment & Services
Diagnostic Substances Oil & Gas Refining & Marketing
Dlsmunt Facka%\(ng & Containers
rsified Communication ServicesPaper & Faper Products
Dlversn' ed Electronics Personal Computers
Diversified Machinery Fhulugra hic Equipment & Supplies
Drug Delivery rcperry Casualty Insurance
Drug Manufacturers - Major Property Management
Drug Manufacturers - Other Publishing - Newspapem
Dmg Related Products Railroads
rugs - Generic Regional - Mid-Atlantic Banks
Dm s Wholesale Regional - Midwest Banl
Electric Utilities Regional - Northeast Banks
Electronic E&u\pmem Regional - Pacific Banl
Electronics Regional - Soulheast Banks
Electronics Wholesale Regional - Southwest Banks
Farm & Construction Machinery ~ Regional Airlines
Farm Products REIT - Diversified
Food - Major Diversified REIT - Induslna\
Foreign Money Center Banks REIT
Foreign Regional Banks REIT - Rssldentla\
Gaming Activities REIT - Retail
Gas Utilities Rental & Leasing Services
General Building Materials Research Services
Genera\ Contractors Residential Construction
Gold Resorts & Casinos
Grocery Stores Restaurants
Health Care Plans. Rubber & Plastics
Home Furnishing Stores Savings & Loans
Home Furnishings & Fixtures Scientific & Technical Instruments

Home Health Care Security & Protection Services



New Algorithms

Where do the algorithms come from?
* Books

 Domain people

e Genetic Algorithms



Data

Where does the data come from?
e Data Wiz ftp daily download = 40,000 equities
e Yahoo finance weekly screen scrape — 8,000 equities, 8 years



iMatchative / Altx

e Behavioral Matching
* You like people who are like you — good in a crisis

e Big Data Analytics
e Collect data
e Calculate Insights

e Peer grouping via Clustering
* News sentiment analysis

e Support Decision making
* backtesting



Questions?



You do not have to give your money to the ‘big guys’ to make money in the stock market. Pete will explain how he makes money using swing trading techniques that
hold a stock for a few days to a few weeks. Also covered is a technique for the longer term investor. Peter will go over several momentum trading strategies that he has
used over the years. Where do good ideas come from and how do you know if it is a good idea? A healthy amount a skepticism is a good thing when evaluating the
next bright idea in investing. We will explore one of the latest bright ideas that has surfaced in our inboxes and see if it really works and how to actually implement it.

Of key importance that every investor seems to have trouble with is when to sell. We all know that ‘previous results to not guarantee future performance’ but

sometimes it does. Peter is a mechanical engineer and a computer scientist and as engineers, we all know the important of testing. All the algorithms and ideas
presented are based on back testing to arrive at their performance.

Pete currently works at a innovative fintech company that is employing big data analysis, behavior compatibility and financial analytics to disrupt the long standing old
boy networks of high net worth investing.



Stop Limits and Stop Losses

Assume 0% commission

Growth8x20
Average

2

4

6

8

10

12
Down 14
(S‘:St[::,egles 16
Loss) 18

20

None

3.58D

38D

258D

2.08D

Up Strategies (Stop Limit)

None |2 4 6 8 10 |12
0.7% 0.4% 05% 0.4% 05% 06% 0.6%
1.3% 0.8% 09% 09% 1.1% 1.1% 1.2%
16% 08% 1.0% 12% 1.5% 1.4% 1.4%
14% 07% 1.1% 12% 15% 14% 15%
1.8% 0.8% 12% 12% 15% 15% 1.5%
3.5% 0.9% |1.7% 2.0% 2.3% 2.3% 2.4%
21% 10% [18% 19% 21% 2.1% 22%
2.4% 12% |2.0% 2.0% 2.2% |2.0% |2.3%
29% 1.1% |2.0% 1.9% [2.3% |2.3% |2.5%
28% 11% [19% 19% 21% 2.1% 22%
56% 1.2% |1.5% 2.2% 3.0% |3.1% |3.7%
1.5% 08% 12% 12% 15% 15% 1.6%
1.4% 08% 1.2% 1.2% 15% 1.4% 1.5%
1.5% 0.8% 12% 12% 15% 15% 1.6%
14% 08% 12% 12% 15% 15% 1.6%

14

0.7%
1.3%
1.6%
1.8%
1.9%
27%
2.5%
25%
2.8%
23%
3.5%
1.9%
1.8%
1.9%
1.9%

16

0.7%
1.3%
1.8%
1.9%
21%
3.1%
2.9%
27%
3.2%
2.9%
41%
2.0%
2.0%
2.0%
2.0%

18

0.7%
1.3%
1.8%
1.9%
21%
3.1%
2.9%
2.7%
3.0%
3.0%
4.6%
2.0%
1.9%
2.0%
2.0%

20
0.7%
1.3%
1.5%
1.7%
2.0%
3.0%
2.6%
2.5%
2.7%
2.8%
4.4%
1.7%
1.6%
1.7%
1.7%



Commissions

Assuming $25.00 Commission

Growth8x20 |Up Strategies (Stop Limit)

Average None2 4 6 8 10 12 14 (16 18 20
T a5 0% 08 8% 07% 7% 05% 0% 08% 0% 5%

«lovs R O 0 0 . 0% 0.1 0%

6 0.4% 05% -02% 00% 02% 02% 0.1% 03% 05% 06% 0.3%

8 0.1% [05% 0.1% 0.1% 02% 0.1% 02% 05% 07% 0.6% 0.4%

10 0.5% [005%) 0.0% 0.0% 0.2% 0.3% 03% 06% 09% 0.8% 0.8%

12 [22% [0.8% 05% 07% 10% 1.0% 12% 15% 18% 18% 1.8%
Down |14  0.8% |0.3% 06% 07% 0.9% 0.8% 10% 12% 16% 16% 14%
f$9i35|1s 1.1% |0.1% 08% 07% 00% 08% 10% 12% 15% 14% 1.3%
Loss) 18 16% -‘0_?% 07% [1.1% 1.1% [13% 15% 1.9% 1.8% 1.4%
20 [15% 0.1% 06% 06% 09% 08% 09% 1.1% 17% 18% 16%

None |4.3% |0.0% 03% 09% |1.8% 1.9% 25% |22% 28% 34% 3.1%

355D 0.2% |-0.4% 0.0% 0.0% 0.3% 02% 03% 06% 08% 0.7% 0.5%
3D 0.1% [05%) -0.1% 01% 02% 0.1% 02% 06% 07% 06% 0.4%
’H’m---@_s% 2% 03% 06% 0./% 0./% 05%
208D 0.2% [005%) 0.1% 0.1% 0.3% 02% 03% 06% 08% 0.7% 0.5%







