Trading System

The following example introduces statements for building a trading system and back testing the results.
No claim is being made that this example will be profitable in the future.

“Past Performance is not an indicator of future results.”

The example is simple for the sake of being a teaching tool, yet complex enough to illustrate a variety of
trading statements. The example uses the following:

* A MACD study will be used to signal when to place a Buy Stop.

* ABollinger band study will be used for entry and exit stops.

* ADYO study implements the trading logic and displays the stop placements.
 The DYO sets a Buy Stop, Sell Limit for a scalp objective, and a trailing Sell Stop.

The MACD study parameters are 5, 35, The Bollinger band parameters are 2, 5, 33. The lines are
and 8. The lines are not plotted. not plotted.
MACD Oscllator Rl Bollinger Bands Properties Window
Aol 5 %5 [simpe - Multpler 1] |2
Aye 2 I_T_I . . —
30 | Simple - | kduiltiplier 2%
Average |_| |Simple v| Average 13 L..s_l |Simple -

Shift
LR Eu Ofset |I||_|
Shlft III
LR+ =]

Aye 1 Data Paint Drata Paint
Study Mode
| Close - | ol | Close - | Study tode
@ Standard @ Standard
Rizing...Falling i i
Bye 2 D ata Point el e
Above. . Belaw Zones

| Cloze - |

£ones

Rules:
Place a Buy Stop at the upper Bollinger band when the MACD is above zero and above its average.
At the same time, place a Sell Limit order at a scalp objective above the upper Bollinger band.

When a long position is taken, place a trailing Sell Stop at the lower Bollinger band and move this stop
as the lower band changes.

For the sake of simplicity, this example only shows the rules for a long position. The inverse logic
would be applied for entering and managing short positions.



System Implementation:
The system rules are implemented by the following Design Your Own (DYO) study.
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A | Study [MACD] .= MACD.MACD value
_B Study [MACDave] = MACD Average value
T Study [Bollinger Upper] := BOL.1st Upper band
_D Study [Bollinger Lower] := BOL.1st Lower band
T Expression | [28] := ([MACD] > 0) AND { [MACD] > [MACDave] ) 20N
T Flag [Rule1b] := [E] goes True 70N
? Action if { [Rule1b] AMD Position is Flat )then Buy Stop Price = [Bolinger Upper] @
_H Expression | [Long Scalp] := [Bollinger Upper] + 0.003
T Action if { [Fule1b] AMD Position is Flat ythen Sell Limit Price := [Long Scalp] @
T Action if { Position is Long )Jthen Sell Stop Price := [Bollinger Lower] L . [O] Value
_I( Expression | [0] ;= Sell Limit Price L . Study Value
T Expression | [0] := Buy Stop Price L Study Value

A and B - read MACD study values into variables for use on Row E.
C and D - read Bollinger study values into variables for use on Rows G, H and J.
E - tests for the MACD value being above zero and being above its average.

F - is the signal. When Row E changes from False to True, place a Buy Stop which is done by Row G.
The location of the buy stop is the upper Bollinger band price.

H - calculates the scalp objective by adding 30 pips to the Buy Stop price.
| - uses the same Row F signal and sets the Sell Limit at the scalp objective.

J - will place and move a Sell Stop when the trade position is Long. This stop will be the lower Bollinger
band value. Row J also plots a red line at this stop value from Row D.

K - plots a blue line at the Sell Limit which is the scalp objective.
L - plots a green line at the Buy Stop, and a price penetration of this stop initiates a long position.



Chart Example:
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This example is from December 29", 2010, on a 2-minute EUR/USD chart. This section of the chart
shows 3 trades, the 1% of which was stopped out at a small gain. Trades #2 and #3 are the break out
trades the system seeks, which achieved the scalp objective of 30 pips.

Trade Results:

Click the Trade Report drop down menu on the Account button on the Main ribbon to see a ledger of
trade results, such as this example for the EUR/USD.2 minute chart.

Trades | ™ Mew | Edit | ﬂ‘ — @ B3
Account Balance $ 385700 Winners 28 53 % 588700 Averagewn % 21025
Mark et Yalue : 7 000 Losers 25 47 % -203000 Averageloss % -81.20
Today'sChange % 000 Totd h3 . 1 3.857.00 Average Trade % F277

Syrmbol Pos GQuantity EntryDate EntryPrice ExitPrice Profit'Lozz Balance Motes -

15 EURASD L 1 122810 131125 131007 ¢ 11800 ¢ 71700 13:22-1840

16 EURAUSD L 1 122810 13110 13246 % 12600 % 24200 2044 -00:02

17 EURAUSD L 1 122910 1327 13347 ¢ 7600 $ 91300 01:00-0324

18 EURAISD | 1 12-2900 13269 1.31291 ¢ 2200 % 94000 0F33.-0352

19 EURASD L 1 12-2910 131424 13734 ¢ 30000 F 1.24000 11:30-171:42

20 EURAUSD L 1 12-29-10  1.37907 132207 ¢ 20000 $ 154000 1252-1306

21 EURAUSD L 1 12-2910 132264 132203 % 4500 % 143500 1510-1736

22 EURASD L 1 12-2910 132240 132540 $ 30000 % 1.735.00 1312-20:06

23 EURASD L 1 12-2910 132464 132433 % 3100 % 1.764.00 20:03- 2112 -

The 3 trades shown on the chart on December 29", 2010, are rows 18, 19, and 20 in the Trade Report.
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