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SOME INTERESTING CHARTS

GREED

PANIC

RATIONALITY

These charts came from the last 
few weeks.  Greed and panic 
are from two successive days!  
Rational was a couple of weeks 
earlier.  (From Google Finance)



CAUSES OF RISK

• INEVITABLE UNCERTAINTY IN PREDICTIONS 
OF THE FUTURE

• LACK OF ENOUGH INFORMATION TO 
PRODUCE ACCURATE PREDICTIONS

• INABILITY TO PROPERLY UNDERSTAND AND 
USE AVAILABLE INFORMATION

• INABILITY TO TAKE THE CORRECT ACTION 
EVEN IF IT IS KNOWN
– PSYCHOLOGICAL FACTORS
– REGULATORY FACTORS
– INSUFFICIANT OR  TOO MUCH CASH
– OTHER PERSONAL FACTORS



TYPES OF INFORMATION

QUALITATIVE
• NEWS
• PERSONAL EXPERIENCE
• ADVICE FROM OTHERS 

QUANTITATIVE
• FUNDAMENTALS
• PRICE & VOLUME DATA

WE’LL COVER BOTH, BUT STRONGLY 
EMPHASIZE QUANTITATIVE ANALYSIS
Figures from: www.marketwatch.com, www.bigcharts.marketwatch.com, and AAII’s Stock Investor Pro 



USING QUALITATIVE BUY & SELL 
CRITERIA FOR PROTECTION

• BUSINESS CHANGES
– LOSING A CONTRACT
– CHANGE OF MANAGEMENT
– REGULATORY CHANGES
– ETC

• ECONOMIC AND POLITICAL CHANGES
– LAWS
– POLITICAL GOALS
– MONETARY SYSTEM FLUCTUATIONS
– ETC

• MARKET PSYCHOLOGY CHANGES
– IN SOME MARKETS *EVERYTHING* GOES UP OR DOWN
– SOMETIMES MARKET MOVES CAN BE PREDICTED FAIRLY 

WELL, AND SOMETIMES THEY CAN’T
– IT CAN BE PSYCHOLOGICALLY HARD TO ACT 

RATIONALLY, OR TO ACT AT ALL



USING QUANTITATIVE BUY & SELL 
CRITERIA FOR PROTECTION

• STOP-LOSS ORDERS TO LIMIT LOSSES
– SELL AT OR BELOW A FIXED PRICE (FIXED STOP)
– SELL AT OR BELOW A PERCENTAGE BELOW THE 

MOST RECENT HIGH (TRAILING STOP)

• LIMIT ORDERS TO BUY LOW OR SELL HIGH
– BUY AT OR BELOW OR SELL AT OR ABOVE

• YOU CAN MAKE THE TRADES
– TAKES TIME

• YOUR BROKER CAN MAKE THE TRADES
– YOU LOSE CONTROL (CAN BE GOOD OR BAD)

• OPTIONS
– USED FOR PROTECTION, THESE ARE EQUIVALENT TO 

BUYING INSURANCE
– DON’T OVERPAY



FINDING THE BEST STRATEGY

• ANALYSIS OF PAST HISTORY
– It’s no guarantee of success, but it’s the only thing 

we have on which to base a prediction.
– Quantitative analysis using spreadsheets is an easy 

and effective way to find a reasonable strategy.
– Quantitative methods should be supplemented with 

a qualitative answer to the question “Is it reasonable 
to believe that what worked in the past will work 
now?”

• BACK TESTING
– Should be done in periods similar to the present
– Should be done in periods similar to what might 

appear in the near future
– Recent data is usually more important than old data



GENERAL PRINCIPLES

• USE A TWO LEVEL SYSTEM TO BUY AND SELL
– Level 1: An alert based on price movements that warns 

you that something has happened that is out of the 
ordinary.  You should investigate and buy or sell based 
on qualitative reasons.

– Level 2: A buy or sell signal based on price movements 
that should be acted on first and analyzed later.

• BACKTESTING
– Never just optimize returns and accept the results
– Look at optimized returns in various kinds of markets
– Look at how sensitive returns are to the precise values of 

the optimized parameters (e.g. - the trailing stop 
percentage)



A REAL EXAMPLE

iShares Russell 2000 Index Fund (IWM)
Since Inception
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Up 37% in 9.4 Years as of  10/30/09, or 3.4% per year.  A 10-year T-
Bond paid 6.33%/yr or 60% total, no reinvesting.  Can we do better?



IWM – DOWNSIDE PROTECTION

IShares Wilshire 2000 ETF – A small-cap ETF that 
represents the 2000 smallest capitalization stocks in the 
Russell 3000 index.
Steps:
• Do a historical analysis to determine which past 

fluctuations are the result of normal, random variations 
from the general trend

• Check past returns and volatility of IWM shares over time 
periods that cover recent up, down and sideways markets.

• Decide how much time you have to monitor your 
investment.  Set your monitoring interval accordingly. Use 
a trailing stop.  If you have time use an alert too.

• Set alert and stop to trigger only on significant down-turns



VISUAL COMARISON OF IWM TO 
OTHER HIGH-VOLUME INDEX ETFS

IWM (small cap stocks) has outperformed the other index funds and is 
more volatile.  It is thus an ideal candidate for quantitative buy and sell 
methods.  The equally volatile NASDAQ (QQQQ) might be a 
reasonable alternative, but has slightly underperformed IWM.
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ETF COMPARED TO A MUTUAL FUND

IS H A R E S  IW M E T F
C O MP A R E D  T O  

V A N G U A R D  N A E S X  MU T U A L  F U N D
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The Vanguard fund slightly outperforms the iShares exchange traded fund, 
probably because of lower fees, but trading the mutual fund is severely restricted 
by Vanguard.



NEWS

From http://www.google.com/financeon Friday, Nov. 6, 2009 at 9:25 EST



MARKET NEWS THE DAY BEFORE

From http://www.google.com/financefor November 5, 2009 after the close

GREED – THIS IS WHAT THE MARKET DID THE DAY 
BEFORE THE NEWS ON THE PREVIOUS SLIDE.  TODAY 
(FRIDAY NOV. 6)  IS RATIONAL AT NOON EST.   LET’S S EE 
WHAT HAPPENS MONDAY!



IWM ETF INFORMATION

From http://us.ishares.com/product_info/fund/overview/IWM.htm



WHAT WE KNOW NOW

• There is currently an epic battle going on between bulls 
and bears, made worse by the psychological Dow 
10,000 barrier.

• IWM is fairly new (inception 5/22/200) so there’s 
sufficient data on which to back-test, but not enough to 
cover things like stagflation.

• It’s heavily concentrated in particularly hard-hit 
sectors like financials and consumer durables therefore 
this is a recovery bet.

• The fund is large and therefore liquid.



SPREADSHEET ANALYSIS PROGRAM

• THE FOLLOWING ANALYSIS WAS DONE WITH 
A NEW OPEN-SOURCE EXCEL PROGRAM THAT 
WIL BE POSTED BY TOMORROW EVENING ON 
THE CHAPTER WEBSITE AFTER THIS SEMINAR.

• THE WEBSITE IS www.siliconvalleyaaii.org.  GO TO 
THE PRESENTATIONS PAGE AND LOOK IN 
“DOWNLOADS” UNDER THE ANNOUNCEMENT 
FOR THIS SEMINAR.

• THIS IS A PRELIMINARY VERSION OF THE 
PROGRAM WITH A VERY PRELIMINARY 
MANUAL.  IT WILL BE UPDATED IN THE NEAR 
FUTURE.



WHAT IT DOES

• Downloads historical data from Yahoo Finance.
• Finds optimum settings for several popular buy/sell 

methods.
• Back-tests the same buy/sell methods using user-

specified settings.
• Displays data for both optimum and user-specified 

settings to help evaluate both the performance achieved 
and how sensitive that performance is to changes in 
market conditions and settings used.

• The program is open source and free of charge.  It is 
entirely without warranty (see the accompanying Gnu 
General Public License), and is intended solely as an 
example of how spreadsheets can be used as an 
investment analysis tool.



THE INPUT WORKSHEET

Ticker Sector Messages Sample Period (d, w, or m) d
IWM ETF From Date (m/d/yr) 5/26/2000 d
QQQQ ETF To Date (m/d/yr) 10/30/2009
SPY ETF
DIA ETF 5/26/2000

10/30/2009

Sample Period Day (d), Week (w), or Month (m)

From Date (m/d/yr)

To Date (m/d/yr)

DOWNLOAD DATA

OPTIMIZE

BACKTEST

The gray areas are for inputs.  Other areas are protected without a password.  Don’t change 
them lightly.  The green buttons will: 1. Download data from Yahoo Finance Historical Data, 
2. Find optimum parameters for your choice of several Buy/Sell methods, and 3. Back-test a 
specified set of parameters.



INPUT DIALOG BOXES

Selects sheet with 
data to analyze.

Selects methods and setting 
ranges over which to optimize.

Selects sheet to which 
data is downloaded.

Selects methods and specific 
settings to analyze.



THE OPTIMIZER RESULTS 
WORKSHEET

Sell Method Buy Method Start Date Stop Date Period
TS 5 day % Change 5/26/00 10/30/09 day

Ticker IWM QQQQ SPY DIA
Std Dev in Period 1.675% 2.087% 1.405% 1.333%
Mean Return 0.027% -0.004% 0.004% 0.014%
Buy & Hold Return 37.156% -45.885% -12.155% 13.613%
Max Buy & Hold Draw Down -58.860% -80.450% -55.189% -52.322%
Max Draw Down Date 03/09/09 10/09/02 03/09/09 03/09/09
Opt Sell 17.000% 1.000% 9.000% 9.000%
Opt Buy -9.000% -8.000% 8.000% 7.000%
Opt Return 170.518% 105.687% 105.678% 97.478%
Opt Drawdown -29.225% -23.051% -25.348% -24.654%
Total Trades with Opt Strategy 14 90 12 14
Winning Sales 4 26 2 3
Losing Sales 3 19 4 4

Transaction Dates and Types IWM QQQQ SPY DIA
09/17/01 B 07/27/00 B 07/29/02 B 04/10/01 B
07/02/02 SW 07/31/00 SL 09/17/02 SL 07/06/01 SW
07/23/02 B 08/02/00 B 10/15/02 B 07/29/02 B
10/07/02 SL 08/09/00 SW 01/27/03 SL 09/17/02 SL
10/09/02 B 09/11/00 B 03/18/03 B 10/15/02 B
01/08/08 SW 09/15/00 SL 08/15/07 SW 01/27/03 SL
09/29/08 B 10/11/00 B 10/31/08 B 03/17/03 B
10/14/08 SL 10/17/00 SW 11/06/08 SL 11/21/07 SW
10/24/08 B 10/30/00 B 11/26/08 B 10/31/08 B
11/18/08 SL 11/07/00 SW 01/14/09 SL 11/06/08 SL
11/19/08 B 11/10/00 B 03/12/09 B 11/26/08 B
02/18/09 SW 11/16/00 SW 10/30/09 SW 01/14/09 SL
02/23/09 B 11/21/00 B 03/12/09 B
10/30/09 SW 11/27/00 SL 10/30/09 SW

11/29/00 B

This contains a list of statistics for each input ticker, allowing performance comparisons 
between tickers and between optimized and buy-and-hold results.



THE OPTIMIZER TABLES 
WORKSHEET – FIRST HALF



THE OPTIMIZER TABLES 
WORKSHEET – SECOND HALF



THE BACK -TEST RESULTS 
WORKSHEET

Sell Method Buy Method Start Date Stop Date Period
TS 5 day 1 % Change 5/26/00 10/30/09 day

Ticker IWM QQQQ SPY DIA
Std Dev in Period 1.675% 2.087% 1.405% 1.333%
Mean Return 0.027% -0.004% 0.004% 0.014%
Buy & Hold Return 37.156% -45.885% -12.155% 13.613%
Max Buy & Hold Draw Down -58.860% -80.450% -55.189% -52.322%
Max Draw Down Date 03/09/09 10/09/02 03/09/09 03/09/09
Opt Sell 10.000% 10.000% 10.000% 10.000%
Opt Buy 1.000% 1.000% 1.000% 1.000%
Opt Return 58.719% -70.419% -11.379% 6.341%
Opt Drawdown -11.851% -14.404% -13.676% -15.499%
Total Trades with Opt Strategy 50 86 38 34
Winning Sales 8 9 4 5
Losing Sales 17 34 15 12

Transaction Dates and Types IWM QQQQ SPY DIA
06/05/00 B 06/05/00 B 06/05/00 B 06/05/00 B
07/28/00 SL 07/28/00 SL 10/11/00 SL 10/12/00 SL
08/04/00 B 08/04/00 B 10/19/00 B 10/19/00 B
10/09/00 SL 09/12/00 SW 12/20/00 SL 03/16/01 SL
10/19/00 B 09/19/00 B 12/27/00 B 03/27/01 B
11/29/00 SL 10/03/00 SL 02/28/01 SL 07/10/01 SW
12/05/00 B 10/18/00 B 03/07/01 B 07/13/01 B
03/12/01 SL 10/30/00 SL 03/21/01 SL 09/17/01 SL
03/27/01 B 11/01/00 B 03/27/01 B 09/27/01 B
09/05/01 SW 11/10/00 SL 07/24/01 SL 06/11/02 SW
09/27/01 B 11/15/00 B 07/30/01 B 06/18/02 B
06/06/02 SW 11/22/00 SL 09/07/01 SL 07/12/02 SL



HOW OFTEN SHOULD YOU LOOK?

• ONE WAY TO FIT THIS PROCESS TO YOUR 
INVESTING STYLE IS TO SELECT A SAMPLING 
INTERVAL OF ONE DAY IF YOU WANT TO 
REBALANCE EVERY DAY, ONE WEEK IF EVERY 
WEEK, AND ONE MONTH IF EVERY MONTH.

• IN GENERAL, WITHOUT COUNTING TRADING 
COSTS AND BID-ASK SPREADS (WHICH CAN BE 
VERY IMPORTANT), THE MORE OFTEN YOU 
LOOK AT YOUR SITUATION THE BETTER YOU 
SHOULD DO.  LET’S SEE IF THAT’S TRUE.



DAILY TRAILING STOP RESULTS

Sell Method Buy Method Start Date Stop Date Period
TS 5 day % Change 5/26/00 10/30/09 day

Ticker IWM QQQQ SPY DIA
Std Dev in Period 1.675% 2.087% 1.405% 1.333%
Mean Return 0.027% -0.004% 0.004% 0.014%
Buy & Hold Return 37.156% -45.885% -12.155% 13.613%
Max Buy & Hold Draw Down -58.860% -80.450% -55.189% -52.322%
Max Draw Down Date 03/09/09 10/09/02 03/09/09 03/09/09
Opt Sell 17.000% 1.000% 9.000% 9.000%
Opt Buy -9.000% -8.000% 8.000% 7.000%
Opt Return 170.518% 105.687% 105.678% 97.478%
Opt Drawdown -29.225% -23.051% -25.348% -24.654%
Total Trades with Opt Strategy 14 90 12 14
Winning Sales 4 26 2 3
Losing Sales 3 19 4 4

Transaction Dates and Types IWM QQQQ SPY DIA
09/17/01 B 07/27/00 B 07/29/02 B 04/10/01 B
07/02/02 S 07/31/00 S 09/17/02 S 07/06/01 S
07/23/02 B 08/02/00 B 10/15/02 B 07/29/02 B
10/07/02 S 08/09/00 S 01/27/03 S 09/17/02 S
10/09/02 B 09/11/00 B 03/18/03 B 10/15/02 B
01/08/08 S 09/15/00 S 08/15/07 S 01/27/03 S
09/29/08 B 10/11/00 B 10/31/08 B 03/17/03 B
10/14/08 S 10/17/00 S 11/06/08 S 11/21/07 S
10/24/08 B 10/30/00 B 11/26/08 B 10/31/08 B
11/18/08 S 11/07/00 S 01/14/09 S 11/06/08 S
11/19/08 B 11/10/00 B 03/12/09 B 11/26/08 B
02/18/09 S 11/16/00 S 10/30/09 S 01/14/09 S
02/23/09 B 11/21/00 B 03/12/09 B
10/30/09 S 11/27/00 S 10/30/09 S

11/29/00 B



DAILY TRAILING STOP TABLES



WEEKLY TRAILING STOP RESULTS

Sell Method Buy Method Start Date Stop Date Period
TS 4 week % Change 6/10/00 10/30/09 week

Ticker IWM QQQQ SPY DIA
Std Dev in Period 3.314% 3.976% 2.709% 2.618%
Mean Return 0.104% -0.074% 0.005% 0.058%
Buy & Hold Return 26.584% -52.898% -14.622% 12.233%
Max Buy & Hold Draw Down -57.895% -80.170% -54.614% -51.395%
Max Draw Down Date 03/02/09 09/30/02 03/02/09 03/02/09
Opt Sell 4.000% 6.000% 8.000% 8.000%
Opt Buy -8.000% 11.000% -10.000% -10.000%
Opt Return 173.325% 58.173% 132.451% 194.450%
Opt Drawdown -58.821% -78.472% -54.354% -52.322%
Total Trades with Opt Strategy 36 16 16 16
Winning Sales 13 4 4 5
Losing Sales 5 4 4 3

Transaction Dates and Types IWM QQQQ SPY DIA
10/02/00 B 08/21/00 B 03/12/01 B 09/10/01 B
11/06/00 S 09/05/00 S 08/13/01 S 06/03/02 S
11/27/00 B 01/22/01 B 09/10/01 B 07/15/02 B
02/20/01 S 01/29/01 S 04/22/02 S 09/16/02 S
03/12/01 B 04/16/01 B 07/15/02 B 09/23/02 B
06/18/01 S 06/11/01 S 09/23/02 S 01/21/03 S
09/10/01 B 10/15/01 B 02/03/03 B 02/03/03 B
01/14/02 S 01/14/02 S 12/31/07 S 12/31/07 S
06/10/02 B 10/21/02 B 01/14/08 B 01/14/08 B
07/01/02 S 12/09/02 S 06/23/08 S 06/16/08 S
07/08/02 B 05/05/03 B 09/29/08 B 10/06/08 B
08/05/02 S 03/08/04 S 11/03/08 S 11/10/08 S
09/30/02 B 12/15/08 B 01/26/09 B 01/26/09 B
12/09/02 S 01/20/09 S 02/17/09 S 02/17/09 S
02/03/03 B 03/23/09 B 02/23/09 B 02/23/09 B
08/04/03 S 10/26/09 S 10/26/09 S 10/26/09 S



WEEKLY TRAILING STOP TABLES



MONTHLY TRAILING STOP RESULTS

Sell Method Buy Method Start Date Stop Date Period
TS 1 month % Change 6/10/00 10/30/09 month

Ticker IWM QQQQ SPY DIA
Std Dev in Period 5.992% 8.288% 4.641% 4.453%
Mean Return 0.388% -0.355% -0.060% 0.184%
Buy & Hold Return 25.894% -54.925% -17.227% 9.849%
Max Buy & Hold Draw Down -52.723% -79.612% -50.782% -47.527%
Max Draw Down Date 02/02/09 09/03/02 02/02/09 02/02/09
Opt Sell 2.000% 13.000% 10.000% 11.000%
Opt Buy 5.000% 11.000% -10.000% -9.000%
Opt Return 143.092% 42.887% 124.289% 98.913%
Opt Drawdown -58.821% -78.472% -54.354% -52.322%
Total Trades with Opt Strategy 24 10 6 8
Winning Sales 7 2 2 2
Losing Sales 5 3 1 2

Transaction Dates and Types IWM QQQQ SPY DIA
08/01/00 B 08/01/00 B 09/03/02 B 09/04/01 B
09/01/00 S 10/02/00 S 01/02/08 S 07/01/02 S
12/01/00 B 04/02/01 B 10/01/08 B 09/03/02 B
02/01/01 S 08/01/01 S 01/02/09 S 07/01/08 S
04/02/01 B 10/01/01 B 02/02/09 B 10/01/08 B
07/02/01 S 02/01/02 S 10/01/09 S 01/02/09 S
10/01/01 B 10/01/02 B 02/02/09 B
02/01/02 S 01/02/08 S 10/01/09 S
03/01/02 B 04/01/09 B
05/01/02 S 10/01/09 S
11/01/02 B
12/02/02 S
04/01/03 B
04/01/04 S
09/01/04 B
01/03/05 S



MONTHLY TRAILING STOP TABLES



DAILY PROTECT PROFITS RESULTS

Sell Method Buy Method Start Date Stop Date Period
PP 5 day % Change 5/26/00 10/30/09 day

Ticker IWM QQQQ SPY DIA
Std Dev in Period 1.675% 2.087% 1.405% 1.333%
Mean Return 0.027% -0.004% 0.004% 0.014%
Buy & Hold Return 37.156% -45.885% -12.155% 13.613%
Max Buy & Hold Draw Down -58.860% -80.450% -55.189% -52.322%
Max Draw Down Date 03/09/09 10/09/02 03/09/09 03/09/09
Opt Sell 0.000% 2.000% 1.000% 10.000%
Opt Buy -1.000% -10.000% -4.000% -6.000%
Opt Return 122.524% 142.330% 81.477% 59.807%
Opt Drawdown -50.936% -30.470% -38.608% -37.432%
Total Trades with Opt Strategy 190 40 74 12
Winning Sales 94 20 36 5
Losing Sales 1 0 1 1

Transaction Dates and Types IWM QQQQ SPY DIA
06/16/00 B 07/28/00 B 09/21/00 B 10/12/00 B
06/19/00 S 07/31/00 S 09/22/00 S 02/01/01 S
06/26/00 B 10/12/00 B 10/11/00 B 03/14/01 B
06/30/00 S 10/13/00 S 10/16/00 S 05/16/01 S
07/19/00 B 10/30/00 B 11/10/00 B 09/17/01 B
08/28/00 S 10/31/00 S 11/14/00 S 11/13/01 S
09/11/00 B 11/10/00 B 11/22/00 B 06/25/02 B
09/13/00 S 11/14/00 S 11/24/00 S 10/13/03 S
09/18/00 B 11/22/00 B 12/18/00 B 01/22/08 B
09/25/00 S 11/24/00 S 01/03/01 S 05/02/08 S
09/26/00 B 12/18/00 B 02/21/01 B 10/03/08 B
09/28/00 S 01/18/01 S 02/26/01 S 10/30/09 S
10/02/00 B 02/13/01 B 03/12/01 B
01/29/01 S 02/14/01 S 04/17/01 S
02/05/01 B 02/22/01 B 05/30/01 B
02/07/01 S 02/26/01 S 06/01/01 S



DAILY PROTECT PROFITS TABLES



WEEKLY PROTECT PROFITS RESULTS

Sell Method Buy Method Start Date Stop Date Period
PP 4 week % Change 6/10/00 10/30/09 week

Ticker IWM QQQQ SPY DIA
Std Dev in Period 3.314% 3.976% 2.709% 2.618%
Mean Return 0.104% -0.074% 0.005% 0.058%
Buy & Hold Return 26.584% -52.898% -14.622% 12.233%
Max Buy & Hold Draw Down -57.895% -80.170% -54.614% -51.395%
Max Draw Down Date 03/02/09 09/30/02 03/02/09 03/02/09
Opt Sell 9.000% 13.000% 8.000% 9.000%
Opt Buy -10.000% -7.000% -10.000% -10.000%
Opt Return 99.313% -41.224% 66.759% 96.051%
Opt Drawdown -58.821% -78.472% -54.354% -52.322%
Total Trades with Opt Strategy 16 4 14 14
Winning Sales 7 1 6 7
Losing Sales 1 1 1 0

Transaction Dates and Types IWM QQQQ SPY DIA
11/27/00 B 07/24/00 B 03/12/01 B 09/10/01 B
01/22/01 S 08/28/00 S 04/16/01 S 10/01/01 S
03/12/01 B 09/25/00 B 09/10/01 B 07/15/02 B
04/23/01 S 10/26/09 S 10/01/01 S 08/05/02 S
09/10/01 B 07/15/02 B 09/23/02 B
10/08/01 S 08/12/02 S 10/21/02 S
07/08/02 B 09/16/02 B 02/03/03 B
06/02/03 S 11/11/02 S 04/28/03 S
07/30/07 B 02/03/03 B 01/14/08 B
10/01/07 S 04/21/03 S 04/28/08 S
01/14/08 B 01/14/08 B 10/06/08 B
05/12/08 S 05/12/08 S 10/27/08 S
06/30/08 B 09/29/08 B 01/26/09 B
08/04/08 S 10/26/09 S 06/01/09 S
09/29/08 B
10/26/09 S



WEEKLY PROTECT PROFITS TABLES



MONTHLY PROTECT PROFITS 
RESULTS

Sell Method Buy Method Start Date Stop Date Period
PP 1 month % Change 6/10/00 10/30/09 month

Ticker IWM QQQQ SPY DIA
Std Dev in Period 5.992% 8.288% 4.641% 4.453%
Mean Return 0.388% -0.355% -0.060% 0.184%
Buy & Hold Return 25.894% -54.925% -17.227% 9.849%
Max Buy & Hold Draw Down -52.723% -79.612% -50.782% -47.527%
Max Draw Down Date 02/02/09 09/03/02 02/02/09 02/02/09
Opt Sell 6.000% 0.000% 19.000% 17.000%
Opt Buy 7.000% -4.000% 7.000% 6.000%
Opt Return 115.909% -46.083% 56.937% 53.500%
Opt Drawdown -58.821% -78.472% -54.354% -52.322%
Total Trades with Opt Strategy 16 4 4 4
Winning Sales 8 1 2 2
Losing Sales 0 1 0 0

Transaction Dates and Types IWM QQQQ SPY DIA
12/01/00 B 07/03/00 B 04/02/01 B 08/01/00 B
06/01/01 S 08/01/00 S 11/01/06 S 10/02/06 S
11/01/01 B 09/01/00 B 03/02/09 B 03/02/09 B
04/01/02 S 10/01/09 S 08/03/09 S 08/03/09 S
11/01/02 B
06/02/03 S
10/01/03 B
01/02/04 S
11/01/04 B
07/01/05 S
01/03/06 B
10/02/06 S
03/02/09 B
05/01/09 S
07/01/09 B
09/01/09 S



MONTHLY PROTECT PROFITS TABLES



A HAND CALCULATION METHOD

• In spite of the fact that distributions in security returns 
are rarely described by standard statistics, the 
standard deviation (sigma) of returns can be 
legitimately used to set trailing stops.

• This is because the relatively small random fluctuations 
seen in day-to-day returns are well described by a 
standard deviation.  What you really want to know is if 
something is going on that is not well described.  
Exceeding a stop says that something is going on that is 
not random, and that’s when you want to get out.

• Excel makes it very quick and easy to calculate the 
standard deviation of returns (better known as 
“sigma”).  A 3 sigma change has 1 chance in 370 of 
being random, and usually signals the start of a 
significant price move. 



REAL RESULTS

• THE RESULTS SHOWN HERE USED SIMILAR 
TECHNIQUES, BUT WERE NOT NEARLY AS AUTOMATED 
AS THIS PROGRAM ALLOWS

• TRAILING STOP CALCULATIONS WERE MADE USING 
THE SAME DAILY DATA FROM YAHOO, BUT USUALLY 
USED 3 SIGMA STOPS.  PROFIT PROTECTION WAS NOT 
USED.

• THEY ALSO USED ALERT STOPS CALCULATED AT A 
DROP OF 2 STANDARD DEVIATIONS IN DAILY RETURNS

• RETURNS WERE MOSTLY MONITORED DAILY WHEN IN 
THE MARKET, LESS FREQUENTLY WHEN OUT

• STOPS WERE CALCULATED ON AN INDIVIDUAL EQUITY 
BASIS AND DECISIONS TO SELL MADE ON AN 
INDIVIDUAL BASIS

• OVER THE SAME TIME PERIOD, HOLDING A TEN-YEAR 
TREASURY BOND WOULD HAVE PRODUCED A 5.59% 
RETURN. 



RESULTS ON A PERSONAL IRA

Sept. 30, 2006 to Sept 30, 2009
A Personal IRA Account Adjusted for Deposits

vs.
S&P 500
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IRA S&P 500
Total Return to Date 18.32% -24.80%
Annualized Return 5.77% -9.06%
Maximum Drawdown -18.17% -52.56%


