Appendex

HISTORICAL VOLATILITY CALCULATIONS

The historical volatility is defined as the standard deviation of the loga~ rithmic price changes measured at regular intervals of time. Since settlement prices are usually considered the most reliable, the most common method of computing volatility involves using settlement‑to​settlement price changes. We defined each price change, Xi, as:

[image: image1.png]Xi=In(P; /Pi_1)

where P; is the price of the underlying contract at the end of the i" time

interval.

P;/P;_ is sometimes referred to as the price relative.
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We first calculate the standard deviation of the logarithmic price changes:

[image: image2.png]standard deviation = V(.005778 /9)
=V.000642
= 025338




We then calculate the annual volatility by multiplying the standard deviation by the square root of the time interval between price changes. Since we looked at price changes every week, the time interval is 365/7:

[image: image3.png]annualized volatility = .025338 x V(365 /7)
025338 x V52.14

= 025338 x 7.22
1829 (18.29%)




Repnnted frorn: Nathanberg Sheldon. Option Volatility & Pricing, Advanced Trading Strategies and lechniques, 2d ed, (Chicago: Probus Publishing, 1994), Appendix B.
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MOORE RESEARCH CENTER‑STATISTICAL STUDIES

Please read this paragraph before examining the following tables! We wish to be perfectly clear that we are not testing mechanical systems. Rather, we are examining a variable to see if there is a tendency that might be useful as part of an entry or exit methodology. Your eye might initially be drawn to the column reading "average net." This is not meant to imply any level of profitability. We are more concerned with the percentages to see if a market goes up or down more in response to an initial condition. We are also testing to see if an indicator has uniform behavior across all markets.

The following text will help you better understand how to read the tables.

Introduction

Moore Research Center of Eugene, Oregon, has provided statistical testing to supplement our own research efforts. These studies highlight certain market tendencies and serve as a way to quantify characteristics of market behavior. The tests also provide such information as frequency of pattern occurrence, directional bias, and daily bar characteristics. We use this statistical testing for its comparative value only. It is not meant to represent a mechanical system. Thus, no statistics such as commissions or slippage are factored in, nor are data on total profitability or maximum drawdown provided.

We will present a short description of each test and comment on the results. Before we continue, though, it is important to mention the testing methodology. The tests are run on actual contract data which are rolled from the lead contract to the next front month either one day before first notice day, or five days before expiration (whichever comes first). We run the buy and sell tests independently to examine the potential for direc~ tional bias.

Since we are looking for tendencies or probabilities, sample size is important. The tests are run on 10 years of data across 25 markets. The number of days examined is listed in the column labeled "Total Days." The total number of occurrences tested can be calculated by dividing the number of wins by the percentage of wins. For example, 48(60%) indicates that there were 48 positive results with a "win/loss" ratio of 60%. 48/.6 = 80 total occurrences.
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We also like to see if a pattem or relationship holds true across multiple markets. This builds our confidence that the pattem represents a true principle of market behavior. Most of the studies are run on just one to two variables. We feel that these results are robust and that the relationships should hold true in the future. We also hope that you can use these tests as a departure point in your own system development or examination of market behavior.

Daily Bar Statistical Profiles

This first set of studies profiles a market's price action following a day that has closed at the extreme of its range. The tests show a tendency for an intraday reversal following this condition. This pattem forms a basis for the 80‑20's bar strategy discussed in Chapter 6.

We will describe each column on the studies so that you can examine the results for yourself. First is a column listing the total number of days tested. This is followed by a listing titled "Setup Days." Here, the frequency of occurrence is shown. The next column profiles the percentage of time that the market opened up or down. After this, we can see the number of times that the market penetrated the previous day's high or low and the average amount of the penetration. Finally, the study shows the percentage of time that the market closed up or down.

Let's look at the first analysis titled "Historical Upper 90%." This study profiles the market's action following a day where the market closed in the upper 10 percent of its range. If we look at the S&Ps, we can see that this setup occurred 17 percent of the time across 2436 days. The next morning the market opened up 48 percent of the time. It then penetrated the previous day's high 85 percent of the time by an average amount of 2.00 points. Lastly, it closed up only 50 percent of the time.

If we look at the next study, it profiles the market's action following days closing in the upper 20 percent of the range. As you can see, the results are just about the same. This same tendency towards mid‑day reversal also holds true for markets closing in the lower extreme of their rangein fact, even more so. When the S&Ps closed in the lower 20 percent of their range, there was only a 42 percent probability that they would close lower the following day

It is also interesting to note that despite the upside bias to the S&Ps and the bonds over the last 10 years, the penetrations through the previous days extremes tended to be significantly deeper on the sell side.
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The last set of studies in this section profiles the day following a WR7, which is the widest range of the last seven days. We examined both WR7s with a high close and WR7s with a low close. The probabilities for the majority of markets favored a close in the opposite direction the following day Sugar was an extreme example. It closed in the opposite direction 60 percent of the time. These tests would indicate that it is definitely a good idea to take profits on a range expansion bar (in other words, one with a very wide range). They also suggest that the WR7 day could be a useful pattern to combine with 80‑20's bars.
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EXHIBIT A.1 Historical Upper 90% Statistics

[image: image4.png]’%MQ.QE@ Historical Upper 90%¢ Statistics
Total Setup; Opened Penetrated Average
Mkt Contracts Days Days Up High Penetration
sp 86H-95M 2436 408(17%) 194(48%) 348(85%) 2.00 196(48%)
YX 86H-95M 2436 458(19%) 196(43%) 377(82%) 1.14 215(47%) ~
USAM 86H-95M 2431 418(17%) 218(52%) 336(80%) 0.58 207(50%)
ED 86H-95M 2439 192(8%) 86(45%) 145(76%) 0.05 83(439)
SF 86H-95M 2439 263(11%) 111(42%) 175(67%) 0.52 125(48%) !
DM 86H-95M 2439 277(11%) 143(52%) 208(75%) 0.35 1436290
BP 86H-95M 2439 255(10%) 117(46%) 173(68%) 0.94 119(47%)
JY 86H-95M 2438 318(13%) 149(47%) 215(68%) 0.49 IT‘l&(i’ach’c)
GC 86G-95M 2443 253(10%) 119(47%) 191(75%) 267 93(37%)
St 86H-95N 2458 237(10%) 103(43%) 192(81%) 8.72 105(44%) ;
HG 86H-95N 2458 394(16%) 202(51%) 291(74%) 1.54 198(50%)
CL 86G-95N 2496 402(16%) 217(54%) 352(88%) 0.27 191(48%)
HO 86G-95N 2495 305(12%) 162(53%) 251(82%) 1.07 162(53%)
NG 92G-95V 984 123(12%) 77(63%) 108(88%) 0.036 59(48%)
KC 86H-95U 2493 336(13%) 173(51%) 279(83%) 230 152(45%)
cC 86H-95U 2490 252(10%) 110(44%) 199(79%) 18 105(42%)
SB 86H-95V 2548 444(17%) 167(38%) 324(73%) 017 179(40?
JO 86F-95U 2525 415(16%) 207(50%) 311(75%) 1.79 197(47%)
W 86H-95U 2509 395(16%) 201(51%) 326(83%) 3.62 205(52%)
86H-95U 2509 342(14%) 171(50%) 270(79%) 2.70 149(44%)
S 86F-95U 2552 341(13%) 162(48%) 266(78%) 6.44 149(44%%)
L 86H-95V 2519 489(19%) 269(55%) 408(83%) 0.92 252(52%)
LC 86G95V 2549 377(15%) 186(49%) 319(85%) 048 200(53%)
PB 86G-96G 2640 398(15%) 247(62%) 336(84%) 1.08 207(52%) )
LH 86G-95V 2557 308(12%) 150(49%) 243(79%) 0.55 156(51%)
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EXHIBIT A.2 Historical Upper 80% Statistics

[image: image5.png]& L3RNoore

Total Setup Opened Penetrated Average Closed
Mkt Contracts Days Days Up High Penetration Up
SP 86H-95M 2436 720(30%) 354(49%) 577(80%) 2.06 357(50%)
YX 86H-95M 2436 746(31%) 317(42%) 579(78%) 1.14 351(47%)
USAM 86H-95M 2431 698(29%) 376(54%) 554(79%) 0.54 352(50%)
ED 86H-95M 2439 457(19%) 227(50%) 336(74%) 0.06 211(46%)
SF 86H-95M 2439 575(24%) 255(44%) 383(67%) 048 275(48%)
DM 86H-95M 2439 589(24%}) 283(48%) 403(68%) 035 289(49%)
BP 86H-95M 2439 580(24%} 273(47%) 381(66%) 0.96 279(48%)
JY 86H-95M 2438 606(25%) 273(45%) 375(62%) 0.49 282(47%)
GC 86G-95M 2443 509(21%) 247(49%) 357(70%) 266 206(40%)
SI 86H-95N 2458 470(19%) 203(43%) 349%(74%) 792 197(42%)
HG 86H-95N 2458 641(26%) 316(49%) 452(71%) 1.34 301(47%)
CL 86G-95N 2496 697(28%) 370(53%) 579(83%) 0.27 337(48%)
HO 86G-95N 2495 616(25%) 336(55%) 481(78%) 0.90 312(51%)
NG 92G-95V 984 234(24%) 138(59%) 191(82%) 0.035 116(50%)
KC 86H-95U 2493 613(25%) 310(51%) 478(78%) 2.11 279(46%)
CcC 86H-95U 2490 533(21%) 222(42%) 390(73%) 18 235(44%)
SB 86H-95V 2548 711(28%) 263(37%) 478(67%) 017 279(39%)
JO 86F-95U 2525 679(27%) 337(50%) 500(74%) 1.68 336(49%)
w 86H-95U 2509 685(27%) 338(49%) 536(78%) 3.53 342(50%)
C 86H-95U 2509 675(Q27%) 326(48%) 506(75%) 240 320(47%)
S 86F-95U 2552 635(25%) 297(47%) 465(73%) 5.89 281(44%)
cT 86H-95V 2519 738(29%) 386(52%) 578(78%) 0.85 366(50%)
LC 86G-95V 2549 685(27%) 330(48%) 547(80%) 0.44 360(53%)
PB 86G-96G 2640 622(24%) 345(55%) 497(80%) 098 306(49%)
LH 86G-95V 2557 633(25%) 292(46%) 480(76%) 0.49 311(49%)
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EXHIBIT A.3 Historical Lower 10% Statistics

[image: image6.png]OTIéBA@MQQHE Historical Lower 107 Statistics
Setup Opened Penetrated Average
Mkt Contracts Days Days Down Low Penetration 11 Down

SP 86H-95M 2436 215(9%) 88(41%) 190(88%) 3.05 ' 93(43%)
YX 86H-95M 2436 212(9%) 106(50%) 174(82%) 1.74 J 88(42%)
USAM 86H-95M 2431 271(11%) 118(44%) 215(79%) 0.55 j 116(43%)
ED 86H-95M 2439 180(7%) 66(37%) 134(74%) 0.05 7; 700390 ;
SF 86H-95M 2439 21109%) 100(47%) 144(68%) 049 ‘37(46"2)%i
DM 86H-95M 2439 208(9%) 99(48%) 146(70%) 0.36 92(44%) 1
BP 86H-95M 2439 184(8%) 87(47%) 119(65%) 1.23 L 82(45%) |
JY 86H-95M 2438 256(11%) 122(48%) 166(65%) 0.45 L 114(45%)
GC 86G-95M 2443 187(8%) 100(53%) 144(77%) 312 1 81(43%)

SI 86H-95N 2458 243(10%) 134(55%) 185(76%) 912 o 112(46%)
HG 86H-95N 2458 381(16%) 186(49%) 257(67%) 1.34 167(44%) B
CL 86G-95N 24% 343(14%) 193(56%) 292(85%) 0.34 1 179(525%)
HO 86G-95N 2495 339(14%) 178(53%) 268(79%) 0.96 { 160(47%)
NG 92G-95V 984 126(13%) 99(79%) 108(86%) 0.033 | 63(50%%)
KC 86H-95U 2493 357(14%) 226(63%) 291(82%) 229 186(52%)
cC 86H-95U 2490 335(13%) 179(53%) 249(74%) 21 176(53%)

SB 86H-95V 2548 340(13%) 173(51%) 249(73%) 0.16 120(357)

JO 86F-95U 2525 356(14%) 208(58%) 295(83%) 1.86 174(49%)

w 86H-95U 2509 343(14%) 219(64%) 292(85%) 3.68 178(52%)

C 86H-95U 2509 298(12%) 191(64%) 259(87%) 267 158(53%)

S 86F-95U 2552 426(17%) 237(56%) 351(82%) 6.10 187(44%%)
CT 86H-95V 2519 383(15%) 241(63%) 334(87%) 091 207(34%0)
LC 86G-95V 2549 315(12%) 148(47%) 266(84%) 0.45 139(447%)
PB 86G-96G 2640 439(17%) 249(57%) 391(89%) 1.02 | 243(55% ‘
LH 86G-95V 2557 275(11%) 156(57%) 226(82%) 0.55 [ 13047 )ﬁ
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EXHIBIT A.4 Historical Lower 20% Statistics

[image: image7.png]-
%M@Q{@ Historical Lower 20°¢ Statistics
Setup Opened Penetrated Average Closed |
Mkt Contracts Days Days Down Low Penetration Down
Sp 86H-95M 2436 375(15%) 176(47%) 312(83%) 279 156(427) ‘
YX 86H-95M 2436 402(17%) 194(48%) 310(77%) 1.48 161(40%) ‘
USAM 86H-95M 2431 533(22%) 243(46%) 395(74%) 0.52 234(447%) J
ED 86H-95M 2439 427(18%) 193(45%) 315(74%) 0.05 183(43%) !
SF 86H-95M 2439 498(20%) 240(48%) 323(65%) 0.44 223(45%) T
DM 86H-95M 2439 489(20%) 236(48%) 328(67%) 0.34 213(44%) “‘
BP 86H-95M 2439 438(18%) 209(48%) 278(63%) 1.08 186(42%)
JY 86H-95M 2438 560(23%) 259(46%) 339(61%) 0.41 252(45%)
GC 86G-95M 2443 426(17%) 235(55%) 296(69%) 273 172(40%)
S 86H-95N 2458 539(22%) 291(54%) 391(73%) 765 234(437%)
HG L_%H—‘)SN 2458 626(25%) 306(49%) 415(66%) 1.25 273(44%)
CL 86G-95N 2496 640(26%) 358(56%) 513(80%) 032 326(517%)
HO 86G-95N 2495 665(27%) 362(54%) 508(76%) 0.88 329(49%) ﬁ
NG 9R2GI5V 984 243(25%) 178(73%) 196(81%) 0.033 123(51%)
KC 86H-95U 2493 626(25%) 393(63%) 495(79%) 231 32151%) .
CC ) 86H-95U 2490 654(26%) 358(55%) 467(71%) 19 322(49%) j;
SB 86H-95V 2548 626(25%) 314(50%) 442(71%) 0.16 240(38%) |
jO 86F-95U 2525 584(23%) 327(56%}) 445(76%) 174 276(47%)
w 86H-95U 2509 628(25%) 404(64%) 514(82%) 355 326(52%)
C 86H-95U 2509 702(28%) 439(63%) 587(84%) 231 378(54%)
) 86F-95U 2552 711(28%) 364(51%) 538(76%) 593 316(44%)
CT 86H-95V 2519 614(24%) 369(60%) 502(82%) 0.84 317(52%)
? 86G-95V 2549 586(23%) 279(48%}) 465(79%) 046 278(47%)
PB 86G-96G 2641 707(27%}) 364(51%) 582(82%) 0.91 369(52%)
LH 86G-95V 2557 528(21%) 280(53%) 406(77%) 0.51 245(46%) J
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EXHIBIT A.5 Historical WR7 and Higher‑Close Statistics

[image: image8.png]& LER\Voore

e

Historical WR7 and Higher-Close Statistics

Total Setup Opened Penetrated Average
Mkt Contracts Days Days Up High Penetration Up
SP 86H-95M 2436 143(6%) 69(48%) 106(74%) 2.05 77(54%)
YX 86H-95M 2436 142(6%) 60(42%) 98(69%) 1.11 69(49%)
USAM 86H-95M 2431 174(7%) 83(48%) 111(64%) 0.47 80(46%)
ED 86H-95M 2439 185(8%) 93(50%) 97(52%) 0.08 85(467)
SF 86H-95M 2439 190(8%) 92(48%) 110(58%) 0.55 101(53%)
DM 86H-95M 2439 182(7%) 88(48%) 107(59%) 0.38 95(52%)
BP 86H-95M 2439 164(7%) 80(49%) 92(56%) 1.02 83(51%)
JY 86H-95M 2438 174(7%) 78(45%) 81(47%) 0.45 79(45%)
GC 86G-95M 2443 167(7%) 74(44%) 79(47%) 323 63(38%)
SI 86H-95N 2458 161(7%) 59(37%) 80(507%) 7.58 60(37%)
HG 86H-95N 2458 184(7%) 94(51%) 123(67%) 1.29 88(48%)
CL 86G-95N 2496 199(8%) 103(52%) 140(70%) 0.35 100(50%)
HO 86G-95N 2495 199(8%) 109(55%) 135(68%) 093 104(52%)
NG 92G-95V 984 85(9%) 42(49%) 60(71%) 0.037 42(49%)
KC 86H-95U 2493 168(7%) 81(48%) 108(64%) 216 80(48%)
CC 86H-95U 2490 171(7%) 74(43%) 102(60%) 19 8(47%)
SB 86H-95V 2548 189(7%) 62(33%) 102(54%) 0.19 75(40%)
JO 86F-95U 2525 177(7%) 77(44%) 92(52%) 192 82(46%)
w 86H-95U 2509 172(7%}) 79(46%) 114(66%) 40 85(49%)
C 86H-95U 2509 178(7%) 71(40%) 92(52%) 241 85(48%)
S 86F-95U 2552 175(7%) 69(39%) 89(51%) 5.58 67(38%)
CT 86H-95V 2519 194(8%) 92(47%) 125(64%) 0.74 96(49%)
LC 86G-95V 2549 156(6%) 64(41%) 98(63%) 0.40 70(45%)
PB 86G-96G 2641 190(7%) 93(49%) 110(58%) 095 87(46%)
LH 86G-95V 2557 164(6%) 72(44%) 104(63%) 0.41 71(43%)





213

EXHIBIT A.6 Historical WR7 and Lower‑Close Statistics

[image: image9.png]C R T,
’!&%MQ@I@ Historical WR7 and I oweer-Close Statistics
]

Total Setup Opened Penetrated Average Closed
Mkt Contracts Days Days Down Low Penetration Down
sP 86H-95M 2436 174(7%) 78(45%) 119(68%) 332 79(45%)
YX 86H-95M 2436 180(7%) 83(46%) 115(64%) 1.89 79(44%)

USAM | 86H-95M 2431 136(6%) 60(44%) 95(70%) 0.55 62(46%) |

ED 86H-95M 2439 126(5%) 66(52%) 82(65%) 0.05 68(54%) |

e | i

SF 86H-95M 2439 157(6%) 82(52%) 93(59%) 0.40 70(45%)

DM 86H-95M 2439 162(7%) 80(49%) 97(60%) 0.34 75(46%) |

- = !

BP 86H-95M 2439 158(6%) 87(55%) 84(53%) 1.12 76(48%) j

JY 86H-95M | 2438 158(6%) 70(44%) 65(41%) 0.54 56(35%) |
GC 86G-95M 2443 171(7%) 87(51%) 67(39%) 2,60 70(41%)

—
st 86H-95N 2458 152(6%) 90(59%) 90(59%) 11.04 80(53%)
—_—

HG 86H-95N 2458 140(6%) 74(53%) 87(62%) 1.38 64(46%) |

— ] —

CL 86G-95N 2496 186(7%) 91(49%) 139(75%) 0.29 96(52%) |

— ]

HO 86G-95N 2495 164(7%) 71(43%) 104(63%) 0.83 69(42%) f

—

NG 92G-95V 984 70(7%) 54(77%) 46(66%) 0.037 3144%) |

z

KC 86H-95U 2493 192(8%) 97(51%) 119(62%) 232 95(49%) |

]

cc 86H-95U 2490 155(6%) 81(52%) 96(62%) 20 79(51%) |
SB 86H-95V 2548 165(6%) 72(44%) 77(47%) 0.20 68(41%)
Jo 86F-95U 2525 170(7%) 94(55%) 108(64%) 1.55 77(45%)
w 86H-95U 2509 153(6%) 87(57%) 99(65%) 3.79 80(52%)
C 86H-95U 2509 149(6%) 88(59%) 99(66%) 258 81(54%)
S 86F-95U 2552 160(6%) 67(42%) 101(63%) 4.33 76(48%)
CT 86H-95V 2519 181(7%) 101(56%) 119(66%) 0.89 82(45%)
LC 86G-95V 2549 183(7%) 78(43%) 120(66%) 045 83(45%)
PB 86G-96G 2641 171(6%) 86(50%) 137(80%) 0.80 88(51%)
LH | 86G95V | 2557 | 164(6%) | 83G1%) | 116(71%) 051 81(49%)
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Historical ROC Reports

This study examines the indicator used for part of the momentum pinball strategy. A three‑period RSI is run on a one‑period rate of change. If the reading is greater than 70, the next day's opening is sold. If the reading is less than 30. the next day's opening is bought. We then examine the initial entry at the following morning's open and the following day's close. No protective stops are used. Our main intent is to examiine the difference between the setup day's opening and the following day's opening. We are looking for evidence to support our theory that this ROC/RSI indicator has some value as a short‑term overbought/ oversold study to help capture Taylor's swing trading rhythm. We definitely feel that there is enough of a tendency displayed by this indicator that other people might be interested in examining it for their own system development.

This set of studies is run off daily bars only. It is not meant to be a representation of the complete momentum pinball strategy that employs a first hour range breakout.
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EXHIBIT A.7 Historical ROCRSI Buy Report

[image: image10.png]’LBRMOOfE Historical ROCRSI Buy (70, 30) Report
TRADING, INC. .

Enter on: Open
Futures Data Exit on Next Open Exit on Next Close

Total Avg Avg Avg Avg Avg Avg
Future | Contracts | Days Win(%) Net | Profit | Loss Win(%) Net | Profit | Loss
sp 86H-95U | 2500 | 140(52%) 148 | 1311 | -1095 [ 143(53%) 211 | 1793 | -1556
YX 86H-95U | 2499 | 138(54%) 110 738 | -631 | 145(57%) 142 2 948 | -920
USAM | 86H-95U | 2495 | 137(51%) 46 521 -455 1 129(48%) -3 i 650 | -614
ED 86H-95U | 2503 | 135(55%) 9 119 | -123 J 131(53%) 04 149 | -169
SF 86H-95U | 2503 | 135(58%) 67 580 | -647 ¥ 135(58%) 81 712 -797
DM 86H-95U | 2503 | 136(58%) 42 410 | 474 | 122(52%) 23 543 | -549
BP 86H-95U | 2503 | 156(61%) 118 612 | -653 ) 148(58%) 86 745 | -818
JY 86H-95U | 2502 | 132(57%) 98 563 | -528 } 137(60%) 100 614 -657
GC 86G-95V | 2528 | 143(63%) 28 197 | -257 | 126(55%) 13 i 271 -305
SI 86H-95U | 2501 | 150(58%) 22 307 | -367 ) 147(57%) 5 B 358 | 454
HG 86H-95U | 2501 | 146(61%) 69 307 | -308 | 151(63%) 95 353 -352
CL 86G-95V | 2562 | 160(61%) 56 267 | 271 | 149(57%) 77 388 | -330
HO 86G-95V | 2560 | 129(51%) -30 309 | -376 | 132(52%) -21 433 -507
NG 92G-95V 984 65(62%) 134 417 | -339 63(61%) 205 597 | -397
KC 86H-95U | 2493 | 171(65%) 240 760 | -727 | 151(57%) 267 | 1120 | -883
CcC 86H-95U | 2490 | 143(54%) 1 176 | -207 | 151(57%) 37 234 -229
SB 86H-95V | 2548 | 144(60%) 41 191 -183 § 158(66%) 49 215 | -268
Jo 86F-95U | 2525 | 135(53%) 30 282 | -250 [ 144(56%) 45 A¥357 -352
w 86H-95U | 2509 | 161(56%) 9 161 -187 |} 150(52%) 30 248 211
C 86H-95U | 2509 | 148(56%) 0 104 | -130 } 148(56%) -1 133 | -168
S 86F-95U 2552 | 155(60%) 32 266 | -313 § 142(55%) 24 347 | -364
CT 86H-95V | 2519 | 144(55%) 73 462 | 401 | 150(57%) 126 595 | -501
LC 86G-95V | 2549 | 151(58%) 32 178 | -169 | 147(56%) 4 249 | 221
PB 86G-96G | 2639 | 128(53%) 12 318 | -332 ¥ 122(50%) 6 417 41
LH 86G-95V | 2557 | 151(61%) 38 177 | -182 [ 149(60%) 53 224 | -206
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EXHIBIT A.8 Historical ROCRSI Sell Report

[image: image11.png]TRADING, INC.

’LBRMOOF@ Historical ROCRSI Sell (70, 30) Report

Enter on: Open
Futures Data Exit on Next Open Exit on Next Close

Total Avg Avg Avg Avg Avg ! Avg
Future | Contracts | Days Win(%) Net | Profit | Loss Win(%) Net | Profit | Loss
Sp 86H-95U | 2500 | 124(49%) -123 973 | -1177 | 105(42%) -269 | 1391 | -1446 ‘
YX 86H-95U | 2499 | 138(53%) 5 494 -553 | 110(42%) -100 708 | 69 |
USAM | 86H-95U | 2495 | 120(48%) 33 538 440 | 109(44%) -41 651 -583 !
ED 86H-95U | 2503 | 151(57%) 9 106 -123 | 141(54%) 9 1 141 -143
SF 86H-95U | 2503 | 146(58%) 103 541 -506 | 139(55%) 48 | 596 633
DM 86H-95U | 2503 | 136(55%) 46 422 407 | 119(48%) -2 510 | 470
BP 86H-95U | 2503 | 115(51%) 69 614 497 | 13(50%) 34 691 & 624
JY 86H-95U | 2502 | 140(57%) 67 544 -558 | 128(52%) -1 591 -638
GC 86G-95V | 2528 | 159(65%) 60 207 =211 3 136(56%) 22 236 -243
S1 86H-95U | 2501 | 141(63%) 47 300 -383 | 116(52%) 10+ 385 434
HG 86H-95U | 2501 | 133(53%) 4 284 -317 § 117(47%) 6 1 371 -341
CL 86G-95V | 2562 | 150(60%) 53 323 -343 | 135(54%) 35 | 377 . -361
HO 86G-95V | 2560 | 158(56%) -1 392 -533 | 141(50%) -55 473 . -590
NG 92G-95v 984 63(55%) 1z 466 -314 55(48%) 28 501 414 |
KC 86H-95U | 2493 | 148(61%) 178 820 -821 119(49%) 60 | 1055 . -895
CC 86H-95U | 2490 | 163(62%) 33 178 -208 | 156(60%) 40 235 | -250
SB 86H-95V | 2548 | 160(63%) 44 168 -170 | 141(56%) -1 189 . -240 1
JO 86F-95U 2525 | 143(52%) 21 245 -225 | 158(58%) 1m | 278 - 356 |
W 86H-95U | 2509 | 156(54%) 1 187 | -195 | 13547%) 6 ! 259 215
C 86H-95U | 2509 | 179(61%) 25 118 -120 1 169(57%) 28 47 -132
S 86F-95U 2552 | 126(56%) 46 278 -247 1 115(51%) 43 395 322
CT 86H-95V | 2519 | 148(54%) 29 370 | -371 | 146(53%) 18 459 -485
LC 86G-95V | 2549 | 121(49%) 4 177 | -175 | 123(49%) 12 248 —ZIT[
PB 86G-96G | 2639 | 161(58%) 66 401 -392 | 158(57%) 54 472 492
LH 86G-95V | 2557 | 141(56%) 30 202 -190 | 137(55%) 40 254 ;
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2‑Period Rate of Change Studies

This study examines entries taken on the dose of a reversal in the 2‑period rate of change. It then looks at exiting on the next day's opening and the next day's close. We can see that the trade opens in our favor a large percentage of the time for both buy and sell entries across the majority of markets. It also closes in our favor the majority of the time.

This is impressive considering that a buy signal is given, on average, one out of every four days‑and likewise with sell signals. The percentages hold up across all markets!

On the Fresh Sell report, it is particularly interesting to note the high percentage of times that natural gas, coffee, and the grain markets open in your favor.

Please remember that the study is examining probabilities and tendencies only. This is not meant to be a mechanical system. However, it does demonstrate that this indicator might also be used to help capture Taylor's three‑day rhythm.
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Appendix

EXHIBIT A.9 Historical Fresh ROC Buy Report

SoG-93V

‘ Enter on: Close
Futures Data Exit on Next Open Exit on Next Close
; Total o Avg Avg Ay g Avs
| Future Contracts Days Win(%) Net Profit Profit Loss
‘ SP 86H-95U 2500 339(57%) 83 475 v 1133 A - )
S YX ' 86H-95U 2499 309(31%) 19 280 z:Z: -oln -
TSAM 86H-95U 2495 370(627%) 53 237 -
ED S6H-95U 2503 402(707) 16 51 ‘
:l— BoH-95U 2503 27 354 A
V D\1 {6H-950 2503 9 256 7 4 :7 M-«'ﬂ. ~ )
7;]’ HhH—Q?Lj 2503 32645270) 27 373 . ::"7‘77 ﬂ;:-
7]\' 86H-950 2502 3310347 19 384 :;——" <472
O er - VRt a4 s SEE
791 7 86H-95L 23(;717 7;9(51’ v 1 - 1397 ) 7 o 283
lWlV(’y " VM)HV-‘HI” . ’WLW 177 7:;?;;6’;1) E 1; . 164 7 RRZ )‘ T
(fli Sh(}-”;; 2362 ?TT(M”:I 30 142 o I~
7 HO N;;-“;\ii»v 2560 ) wt;(;’ ) 35 v 208 i LR
NG *JZ(}—Q;;' N ‘%4 7”7131(32' ) v 31 7 130 Sms ) -
NG 7 ‘%hlrlg“’;\ ;491 B 1507 ‘ -0 341\7 s
(@ nol i—‘*‘w‘L - 2490 R ‘»J(MW ) 17 3 2 ; -~
7%5 ,\‘n”H—‘H\‘ :mi | 3420530 2 o = =
| [U' s<:F-*‘<L B hEhE i ;w'%?' 0 1; o 3= e :
W V \'th;%L 2509 36RO 17 m - -
< 7 sol llqﬁL' 2309 357(:()'7' : . 1 51 -~
| S Xeb-9AL 23227 141(%«1"1. 14 137 V So= RS
T \hH—‘;; 2o 33605970 36 166 N :
1C ‘ith‘ﬁr\: 2%4“ 362457700 4 7 ;‘ - =2
B Hh(}—uf;(. 2638 ‘a;;(?h ) ) 2; 132 =T R
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EXHIBIT A.10 Historical Fresh ROC Sell Report

0 %MQ@E@ Historical Freslt ROC Sell Report
Enter on: Close
Futures Data Exit on Next Open Exit on Next Close

Total Avg Avg Avg ! Avg L Av 4 Avg
Future— L_Ci)ntracts Days Win(%) Net Profit Loss Win(%) E Net . Profit Loss
SP 86H-95U 2500 325(54%) 42 408 -393 298(50%) J -66 1031 -1155
YX 86H-95U 2499 350(58%) 53 253 -219 305(5071 -51 545 -651
USAM 86H-95U 2495 325(54%) 26 235 -224 293(49%) ; 16 498 -449
ED 86H-95U 2503 383(66%) 15 55 -65 344(60%) 10 103 -126
SF 86H-95U 2503 369(59%) 59 321 -315 311(50%) ’ 3 540 -524
DM 86H-95U 2503 355(57%) 52 265 -232 305(49%) 1 423 -406
BP 86H-95U 2503 336(54%) 47 365 -331 303(49%) -14 538 -543
]T 86H-95U 2502 325(53%) 13 354 -369 316(51%) 5 493 -511
GC 86G-95V 2528 389(60%) 35 141 -123 332(51%) 11 235 -225
Sl 86H-95U 2501 384(60%) 25 137 -145 309(497%) -20 296 -319
HG 86H-95U 2501 355(57%) 42 196 -164 325(52%) l 18 303 -295
CL 86G-95V 2562 381(61%) 30 152 -161 319(51%) “ 19 301 -275
HO 86G-95V 2560 363(58%) 17 194 -227 316(50%) ﬁ 1 341 -347
NG 92G-95V 984 179(69%) 87 192 -151 132(51%) I -18 309 -362
KC 86H-95U 2493 404(65%) 146 430 -376 323(52%) [ 50 746 697
CcC 86H-95U 2490 365(59%) 28 105 -86 337(55%) j 22 189 -181
SB 86H-95V 2548 411(63%) 24 82 -76 330(51%) { 0 185 -191
JO 86F-95U 2525 387(63%) 39 117 -92 312(51%) 1; 22 247 -207
w 86H-95U 2509 423(70%) 25 62 -61 325(54%) | 18 171 -160
C - 86H-95U 2509 408(69%) 13 4 -57 325(55%) 14 111 -104
S 86F-95U 2552 381(60%) 23 117 -116 320(50%) 8 279 -264
CT 86H-95V 2519 365(61%) 80 214 -130 316(53%) ] 46 372 -320
LC 86G-95V 2549 369(58%) 4 65 -81 313(49%) ﬁ -5 179 -185
PB 86G-96G 2638 390(60%) 40 147 -123 337(52%) 39 366 -320
LLH 86G-95V 2557 414(65%) 20 J 78 -89 341(54%) 9 186 -19%
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Appendix

14-Period ADX Table

This table reveals the percentage of the time in which the 14-period ADX
spends in a certain range for each future. For example, the S&P has an
ADX value of between 30 and 39 for 17 percent of the time, and 7 percent
of the time, it has an ADX value of between 40 and 49. Under the column
labeled “trend,” it should come as no surprise that the ADX has a posi-
tive slope for almost half of the time. The last column on the chart lists
the average value for the ADX, which tends to be approximately 25. Usu-
ally, the best trading markets occur when the ADX has a value of 25 or
greater. It does not necessarily matter if the slope is negative or positive.
What is most important is that the market has volatility in addition to
good average daily range.

We thought it was interesting to note that the statistics were fairly uni-
form across all of the markets. On average, the ADX will have a value of
30 or greater 28 percent of the time.
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Appendix

Historical Oops Reports

Larry Williams coined the name “Oops” to describe the cases in which
the market opened below the previous day’s low and then rallied back
above that low, thus closing the gap. (For the sell trades, the market must
open above the previous day’s high and then trade back down through
that high.) This test assumes that a trade is entered at the previous day’s
low for the buy side and at the previous day’s high for the sell side. We
can then examine the data to see what would happen if we exited on the
close of the day of entry, the next day’s open or close, and the following
day’s close. Please remember that no slippage or commissions are fac-
tored into these statistics. Also, no money management stops are em-
ployed.

The data suggest that the optimal window for exit tends to be the next
day’s opening. We are not looking at this in terms of a mechanical trad-
ing strategy, but rather to see if this pattern has any long-term directional
implications.

The next step in this study is to examine the effects of adding a trend
filter with the condition that the ADX must be greater than 30. The slope
of the ADX does not matter. These reports are titled “Historical Oops
(ADX Gapper).” Again, it is important to examine the buy and sell side
of a strategy separately to note any directional bias.

The first interesting observation is that the frequency of setups is re-
duced. It works out that the number of signals drops from an average of
45 per year to 8 per year per market. The overall profitability combining
both sell and buy setups across all markets increases by 65 percent. (This
is using the next morning’s opening as an exit.) Finally, over half the
markets show a significant improvement in the average net trade when
the holding period is increased by one day. Of course, this should come
as no surprise since a trend filter was included. In conclusion, this study
is a useful exercise in attempting to quantify the degree of improvement
an ADKX filter adds to a strategy.
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ADX Buy and Sell Reports

This study tests buying (or selling) a close that is less than (or greater
than) the close of two days ago during periods in which the ADX is
above 30 and rising. Trades are taken only in the direction of the trend.
No protective stops are used, nor are commissions and slippage factored
in. We are merely testing to see what sort of an edge the ADX might offer
for use as a filter in further system development. Two powerful statistics
jump out at us! The first is the overwhelming positive expectation that
the ADX filter provides. This is clearly an excellent departure from which
to pursue the development of trading strategies. The second interesting
statistic is the decrease in frequency of setups and the drop-off in the
win/loss ratio on the sell-side. This might be due to the tendency of mar-
kets to go down faster than they go up. It might also suggest that very
few retracement/entry opportunities exist at the beginning of a sharp de-
cline. The times that the market allows us to sell a close higher than the
close two days ago in a downtrending market, tend to occur late in the
move. Thus, there is a drop-off in the profitability on the sell-side.
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Appendix

Gap Failure Reports

This report examines the setup where the market opens above the pre-
vious day’s high and closes in the lower 50 percent of its range (indicat-
ing a sell setup), and the cases where the market opens below the
previous day’s low and closes in the upper 50 percent of its range (indi-
cating a buy setup). The gap does not necessarily have to be filled as it
does in the “Oops” strategy. We are testing the difference between the
close of the entry bar and the next day’s opening price. The trade opens
in our favor almost 60 percent of the time. The average net profit also
shows a positive expectation across almost all markets on both the buy
and the sell side. It is interesting to note that despite an upward direc-
tional bias to the financial markets over the last 10 years, this strategy has
better statistics on the sell-side! We conclude that there is a definite ten-
dency for markets to follow through on the next day’s opening after a
Gap Failure setup.
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Appendix

2-Period Channel Breakout

This study examines the consequences of buying the highest high of the
last two bars and then exiting and going short when the market breaks
below the lowest low of the last two bars. This is called a 2-period chan-
nel breakout system. As you can see, there is a positive expectation across
just about all markets. This is represented by the column which shows
the Net Average for each trade.

This study is not intended to be an entry technique or an exit strategy!
It merely supplies some quantitative evidence to support the theory that
it is not wise to be long when the market takes out a two-day low, nor
short when the market takes out the two-day high! I (Linda) have on
occasion used it as a catastrophic stop. I have also used a 2-period chan-
nel as a way to trail a stop in a trending market.
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Historical Channel (CH:2:2:HI1) Stop & Reverse Report
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Long Long Short Short Net Net
Market | Contracts | Days Trades | Win(%) | Average | Trades | Win(%) | Average I Trades | Win(%) | Average
sr 86H-95U 2500 351 151(43%) $256 354 | 125(35%) $-97 705 | 276(39%) $79
YX 86H-95U 2499 348 | 154(44%) $134 351 120(34%) $48 699 | 274(39%) $43
USAM | 86H-95U 2495 345 | 149(43%) $125 336 | 130(39%) $-46 681 | 279(41%) $40
ED 86H-95U 2503 304 | 134(44%) $76 303 118(39%) $16 607 | 252(42%) $46
SF 86H-95U 2503 351 143(41%) $59 352 | 122(35%) $-57 703 | 265(38%) $1
DM 86H-95U 2503 349 | 140(40%) $77 348 | 116(33%) $-33 697 | 256(37%) $2
BP 86H-95U 2503 330 | 140(42%) $198 331 120(36%) $85 661 | 260(39%) $141
JY 86H-95U 2502 338 | 131(39%) $144 339 | 116(34%) $8 677 | 247(36%) $76
GC 86G-95V 2528 349 118(34%) $-27 351 141(40%) $27 700 259(37%) $0
SI 86H-95U 2501 334 | 10231%) $7 36 | 132(38%) $82 680 | 234(34%) $45
HG 86H-95U 2501 353 | 156(44%) $93 344 | 123(36%) $-19 697 | 279(40%) $38
CL 86G-95V 2562 387 | 148(38%) $10 375 | 125(33%) $6 762 | 273(36%) $2
HO 86G-95V 2560 366 | 161(44%) $50 350 | 141(40%) $65 716 | 302(42%) $78
NG 92G-95V 984 134 63(47%) $85 129 52(40%) $88 263 115(44%) $86
KC 86H-95U 2493 355 | 123(35%) $-48 349 | 151(43%) $117 704 | 274(39%) 34
CcC 86H-95U 2490 362 114(31%) $-43 361 143(40%) $37 723 257(36%) $-3
SB 86H-95V 2548 340 | 137(40%) $29 340 | 115(34%) $1 680 | 252(37%) $14
JO 86F-95U 2525 353 | 136(39%) $27 353 | 124(35%) $n 706 | 260(37%) $19
w 86H-95U 2509 340 | 139(41%) $18 351 129(37%) $0 691 268(39%) $9
C 86H-95U | 2509 317 [ 124(39%) $29 323 | 154(48%) $57 640 | 278(43%) $43
S 86F-95U 2552 346 | 124(36%) $3 365 | 141(39%) $43 711 265(37%) $24
CT 86H-95V 2519 355 | 151(43%) $64 355 | 115(32%) $-74 710 | 266(37%) $5
LC 86G-95V 2549 330 151(46%) $82 323 124(38%) $18 653 275(42%) $50
PB 86G-96G 2639 31 124(36%) $25 348 | 149(43%) $88 689 | 273(40%) $57
LH 86G-95V 2557 363 | 134(37%) $31 374 | 118(32%) $-32 737 | 252(34%) $1
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Samples of Daily Worksheets

Date:

Appendix

LBRGroup Order Sheet

CRUDE

HEAT OIL

SFRANC

MARK

POUND

YEN

GOLD

o

SILVER . COPPER

GAS

COFFEE

COCOA

SUGAR

WHEAT

CORN

BEANS

CATTLE . HOGS

BONDS

S&P

POSITIONS

WINNERS READILY ADMIT ERRORS l

CORRECT MISTAKES IMMEDIATELY
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LBRGroup Trade Sheet
DATE B/S MARKET ENTRY SIZE & NOTES
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TRADEMARKS

The following are trademarks held by Connors, Bassett & Associates:
TURTLE SOUP
TURTLE SOUP plus ONE
80-20’s

The following are trademarks held by Linda Bradford Raschke:
MOMENTUM PINBALL
LBR/RSI
ANTI




[image: image31.png]Appendix

RESEARCH SERVICES, SOFTWARE,
AND CHARTING SERVICES

Resources:

Aspen Research Group, Ltd.

710 Cooper Avenue, Suite 300

PO. Box 1370

Glenwood Spring, Colorado 81602
(800) 359-1121

Moore Research Center
85180 Lorane Highway
Eugene, Oregon 97405
(800) 927-7259

LBRMoore Trading, Inc.
321 West 13th Avenue
Eugene, Oregon 97401
(503) 344-9448

Bill Wolfe
910 Stuart Avenue
Mamaraneck, New York 10543

SMR (Security Market Research)
P.O. Box 7476

Boulder, Colorado 80306

(303) 494-8035

Insight Trading Software
Barry Vaniel

25382 Village Road

Dana Point, California 92629
(714) 240-0990
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