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1.   How I Got Hooked on Trends. 

2.   Trends are Real ... (Markets are Not Efficient) 

3.   Risk & Return are Not Mutually Exclusive. 

4.   There is an Optimum Trend Extraction Method. 

5.   Trend Periods and Algorithms do Matter. 

6.   How to Build Great Strategies and Portfolios. 

7.   Backtesting & Optimization are Not Just Video Games. 

8.   Stock Screening and Analysis do Still Play a Role.  

9.   You Can do this in your Spare Time, Without a Ph.D. 
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Go-Go 80ôs Stock Market 
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But My IRA Funds Were Flat !! 
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8 Simultaneously 
Different Opinions  
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These Guys Are All  

Just  a Soap Opera. 
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Diversify - Rebalance 

Diversify - Rebalance 

Mass  Hypnotism 

Own a little bit of 
everything ...  So you 
can achieve precisely 
Average Performance 

²ƘŀǘΩǎ ¦Ǉ  
With That? 



8 

Does Recent Market Data 
Hold Clues for Future Prices? 

Does Recent Market Data 
Hold Clues for Future Prices? 

    

Do Price Trends Exist? 
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1992 Spreadsheet Experiment: 

Do Market Data Trends Exist? 

Yes! Trends Exist. 



Three  
Sector 
Funds 

Mid-мффлΩǎ 5ŜǎƪǘƻǇ ±ŜǊǎƛƻƴ ƛƴ 5h{ 10 



11 Desktop Version in Windows ς 2004+ 



12 SectorSurfer Online Charts 

SectorSurfer Strategy: 
Å  You select up to 12 ticker symbols to participate. 
Å  The trend algorithm picks which one to own now. 
Å  Email trade alerts are sent typically 3-5 times/yr. 
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-- Review -- 

Efficient Market Hypothesis 
Å  Prices already reflect all past publicly available information. 
Å  One cannot consistently achieve returns in excess of average. 
Å  Stock and other asset prices follow a random walk model. 

If TRUE, Diversification is Best. 
But if Trends are Real, E.M.H. is False.  
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Developed by: 
Edwin Hurst in 1907 

Nile River Dam Project 
Water Flow Character 
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Hurst Exponent 
H = Slope of Line 
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Trends are exhibited 
in all capital markets. 
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LǘΩǎ ŎƘŀǊŀŎǘŜǊ ǊŜƳŀƛƴŜŘ 
stable in spite of 
depression, world war, 
politics and technology. 
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Document Link: Momentum in Financial Markets 


