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According to CFTC Rule 4.41, hypothetical or simulated performance results have certain limitations.
an actual performance record, simulated results do not represent actual trading. Also, since the trade:
not been executed, the results may have undarover compensated for the impact, if any, of certain
market factors, such as lack of liquidity. Simulated trading programs in general are also subject to the
that they are designed with the benefit of hindsight. No representation is being made that any accoun
or is likely to achieve profit or losses similar to those shown.

The information and data herein are based on sources available to the public. No representation is m:
that this information is reliable, accurate, complete or current. No representation is made that any retu
shown can be achieved. No representation is made that any regulatory authority has passed on the n
adequacy or accuracy of this information. The information herein is not a solicitation, offer, or advice ti
trade, buy, sell or hold any indicator, system, model, signal, strategy, security, contract or product
mentioned.

The reader must not assume that these contents are accurate, complete, timely, or up to date. Market
conditions change rapidly and unpredictably. Nothing herein should be interpreted as any kind of offer
solicitation, commitment, promise, warranty, or guarantee whatsoever relating to any of the contents c
these pages. INFORMATION PROVIDED IN THIS DOCUMENT IS PROVIDED "AS IS" WITHOUT W
ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO THE IMPLIED W/
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE AND FREEDOM FROM INFRINGE
assumes the entire risk of any use of these documents whatsoever.

The contents of these pages are not investment advise and are not represented to provide any expert
professional advice or services whatsoever. If expert assistance is required, the services of a compets
professional person should be sougfthis statement is in accordance with a Declaration of Principles jc
adopted by a Committee of the American Bar Association and a Committee of Publishers.



Better trading by simplifying,
focusing on essentials.

Too many traders confuse themselves by
trying to absorb too much information
or worse
wrong information.
This leads to analysis paralysis
and poor results.
After 40 years of trading, | found that it is
far better to focus on just a few of the
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Focus on these essentials:
Acreate a decision system that is precisely defined
Aa system that does not require guesswork
Aa system that removes uncertainty
Aa system that is understandable and makes sense
Aa system that you have tested thoroughly
Aa system that that has performed well over

many years, in up, down and sideways markets
Aa system that shows strong Reward relative tskRi




The old masters taught us

THE TREND IS YOUR FRIEND
5hbQ¢ CLDI ¢ ¢1I 9
GO WITH THE FLOW
THE MARKET IS THE MASTER

So, how has that been working, actually?



‘5P 5PX& Gann Daihy(1,067.10,1,08004, 1.060.39, 107847, +10.3400), chos TF Equity(11.245.102 0) E 20000

£ 15000
[ 10000

5000

Trend Following - a High Risk Strategy
Simulated Cumulative Equity (Blue)

113 years of daily data for S&P 500

Pure Trend Following gained 14.13% CAGR

14011 trades, 39% winners 4/18/2000 Equity Peak

at 100% margin, no leverage followed by drawdown of -95%
before dividends and fees

.003% transactions costs, each side, included.
Semi-log Scale
Max DD > 95%

Robert W. Colby Asset Management, Inc.
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5P min as of20100203 (110420, 110.480, 110410, 110.480, +0.04000), dose TF Equity(51 2449)

Day Traders Beware!

SPY Simulated Cumulative Equity (Blue)

1 minute data, recent 65,400 minutes (8 months)
Pure Trend Following

Lost 45%

30,542 trades, 182 trades per day, 31% profitable
At 100% margin, no leverage, no dividends

zero transactions costs, each side

Semi-log Scale
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GPY1 min as of20100203(110.420, 110480, 110410, 11048, +0.04000), 5ma 50 200 and o | ———T Expo Equiny(75.26%5)

SMA Rules: Buy when 505200 AND C>200
|_ Sell when 50<200 OR C<200
' Short when 50<200 AND C<200
Cover when 50>200 OR C>200
shows 20% loss versus 19% gain for B&H
$1 would have fallen to $0.80
2,195 trades, 19% winners

SPY Simulated Cumulative Equity (Blue)

1 minute data, recent 65,400 minutes (8 months)
At100% margin, no leverage, no dividends
0.003% transactions costs, each side

Semi-log Scale
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Okay, so systematic shesrm trend
F2tf 29Ay3 KIFayQi oS¢
a2 K2 g dding thaeppposite

BUY LOW, SELL HIGH

BUY ON WEAKNESS, SELL ON STRENGT
BUY OVERSOLD, SELL OVERBOUGHT
REVERSION TO THE MEAN TRADING
TREND FADING

TRADING AGAINST THE TREND
ANTITREND




SPY Simulated Cumulative Equity (Blue)

1 minute data, recent 65,400 minutes (8 months)
Anti Trend, Pure Trend Fading

Gained 78%

30,542 trades, 64% profitable.

At 100% margin, no leverage, no dividends

zero transactions costs, each side

Semi-log Scale
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5PV min 25 of 20100203 (110420, 110480, 110410, 110.46D, +0.04000), dose ANT! Equity(B38390)

Add 0.001% transactions costs, each side, $0.001
SPY Simulated Cumulative Equity (Blue)

1 minute data, recent 63,400 minutes (8 months)
Anti Trend, Pure Trend Fading

Lost 3%

30,542 trades, 182 trades per day, 63% profitable
At100% margin, no leverage, no dividends
0.001% transactions costs, each side

Semi-log Scale
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Simulated Cumulative Equity (blue line), not optimized

Anti Trend, Pure Trend Fading, @ 0 t costs, 30 years daily data
Lost 53%, CAGR -2.27%, versus +7.26% for Buy & Hold

$1 would have become $0.47, versus $10.17 for Buy & Hold
3816 trades, 64% winners

115 trades per year, first trade on 1/2/1930

30 years of daily data for S&P 500

100% margin, no leverage

before dividends and fees

0% transactions costs, each side
Semi-log Scale
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