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KELLER’S TIPS AND

Spreads Trading in Track 'n Trade

Gecko Software has been providing spreads trading
for almost as long as there has been a Track 'n Trade.
Now that Track 'n Trade has gone live, let's discuss
how to chart spreads using Track 'n Trade 5.0, and
how to place these spreads trades into Track 'n Trade
Live.

To open a spread in Track 'n Trade 5.0, open your
Spreads tab found in the control panel on the left-
hand side of the software. Once here, you will enter
the trade quantity to Buy/Sell along with choosing
your commodity and contract months. As an example
I will load a January-April calendar spread of Heating
Oil buying 1 contract of January and selling 1
contract for April. Our hope here is that is that heating
oil will rise in price heading towards winter and then
decrease in price heading into summer.

wls e |s|P[FE]IvIz12]

Spread Charts

Buy|1  |Oi, Heating (Combined) ~| [2013F -
sel [1 [0, Heating (Combined) v [2013:fApr] ~

Symbol | =1+HO2013F:14H02013) | Open Chart |

Spread Charts | Symbol |

0il, Heating (Combined) Jan-1... =14HO2013F:14H02013]

Once your spread chart has been created in Track 'n
Trade 5.0, customize your technical analysis to
include tools which utilize the closing price of any
given set of price bars. It is important to note that
spread charts in Track 'n Trade 5.0 will provide the
close for each day, so ensure that your technical tools
specifically utilize changes in price bar close values.
*The Bulls 'n Bears & Know Sure Thing buy & sell
signals make a good 1-2 combo for my spread
trading.

Now that you have chosen your analysis tools, you
may place a new simulation of your spread trade
using your Place Order Tool. The quantity traded and

TRICKS

the choice of long
versus short will be
determined by the
spread chart opened
initially. If you are trading a real money spread, |
recommend waiting to create your simulated trade
until after you know the exact fill prices received in
the live market.

Place Spread Crders

Select the details of your order in the form below.
Brokerage Fee Per Orderin this trade: | 20.00

F'rlac:emerrt Detail

Initigte | Orderto INITIATE 1101172012 ~ |

City. Symbal Order Type Spread GTC
Byl ) pHOo [stop (co) v [8.9800 [
sel[i” [-Ho2013:

Thiz order has not been filled.

Help === 7 QK

Placed on:

Cancel

k.

Once you are ready to create your real money spread
trade, open Track 'n Trade Live. From the Charts tab,
open the two separate contracts that you wish to trade.
Each contract will be listed as an individual chart
within your Charts list. In this instance, I would open
both the January and the April contracts for Heating
Oil. You may then toggle to your Quick Trade Tab,
and enter into a short/long trade based on your desired
spread. You may enter using an exact stop order price,
or by simply entering a new buy or sell market order.
You will place one trade into each contract to begin
your spread. For those new to spread trading, yes
indeed, you will pay two commissions, that's the way
it works.*For real money traders, note the fill prices
of your spread trade and use this ratio when
determining what values to enter into your 5.0
system.

That said, you're ready to chart this going forward.
You can monitor the live real money trades in Track 'n
Trade Live Futures, while using the technical analysis

2
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and follow along simulation of Track 'n Trade 5.0. For ‘
anyone new or interested in spread trading, I highly THABK‘NTRAD E® FLITLIREE
recommend Gecko Software CEO Lan Turner's 'Intro
to Spreads Webinar' available online here:
www.LanTurner.com/spreads.htm

Jeff Keller has been with Gecko Software for almost .' TRAEK‘NT
% n .
five years, and is currently the Track 'n Trade \ ADE Fu"anEs.‘

Technical Support Manager. You can find Gecko
Software online at: www.GeckoSoftware.com. Jeff
makes himself available for calls and consultation
during regular business hours, call Jeff at: 1-800-
862-7193 Ext 3.

How Can Trading Spreads
Reduce YoursRisk?

Generate Futures Spread Charts Quickly & Easily!

* Easily generate an easy-to-read spread chart

* Place orders directly on the spreads chart

* Calculate your daily profits with the Historical
Compal | "B Trade Simulator

- : * Includes many commonly traded spreads and

P T et g

' , i i their margins
N 4 Qe * Add other spread relationships to customize
Pt s -~ margin amounts

WWW.TRACKNTRADE.COM
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A Layman’s Guide to Understanding Spread
Trading in the Commodity Futures Markets
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by Larry Schneider (concept/by Neal Weintraub)

The following article is a a special preview of ‘52
Year-Round Spreads’ by Neal Weintraub for
publication in 2013.

When most people think of markets, they think only
in terms of prices going up or down. For example,
gold has gone up from $1,200/ounce to $1,700/ounce;
and the appraised value of my home has gone down
from $150,000 to $100,000. This is referred to as
directional thinking (prices moving up or down). But
spread trading focuses on the change in the price
relationship between two stocks, or two commodities,
or even two different kinds of homes. This is referred
to as relative (or relationship) thinking. Let's use an
everyday observation to help explain.

Imagine you are standing in the mall, in front of two
escalators. Someone has just stepped onto the Up
escalator. His objective is to move higher from where
he is presently standing. In trading terms, he is
"forecasting" that his action will be profitable if he is
taken to a higher level in the mall. Someone else, on
the second floor of the mall, has just stepped onto the
Down escalator. Her directional movement - her

absolute objective - is to move lower.

Mr. Going Up and Ms. Going Down start off
considerably apart. But their actions bring them closer
and closer and until they are at equal points and then
their position in the mall actually switches, with Mr.
Going Up now standing at a higher level, well above
where Ms. Going Down is at.

Still with me? Let's throw in a change. Due to
mechanics, the Up escalator is rising at

one foot every 5 seconds. The Down escalator is
going down at slower rate - one foot every 8 seconds.
Now I know this sounds like a grade school math
class question. But as you can visually imagine, Mr.
Going Up will reach his upper plateau faster than Ms.
Going Down will reach hers. Simply put, Mr. Going
Up is rising at a rate faster than Ms. Going Down is
descending. This does happen very often. Why?
People have problems going down an escalator.
Maybe they are afraid of falling down the escalator as
opposed to ridding up. So slowing the ride for those
going down makes them more comfortable.
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OK? How about one more. Mr. Going Up gets on the
escalator at the same time as Timmy Two-Step.
Timmy is taking two steps at a time, while Mr. Going
Up stands on his platform. Both will reach the upper
level of the mall, but not at the same time. Timmy's
rate of increase is twice that of Mr. Going Up even
though they are riding the identical escalator.

Now if we substitute price - the price of gold or corn
or General Electric stock, for Mr. Going Up, Timmy
two-Step and Ms. Going Down, we arrive at what is
known as a spread relationship. All spread trades
share the same investment rationale - the trader
preview to Spread Book by Lan turner and Neal
Weintraub for publication in 2013 is seeking to profit
from a change in the price relationship between
related commodities or indices.

In the world of futures trading, there are four unique
kinds of spreads, each with a different purpose and
different method of analysis. But regardless all spread
trades involve establishing simultaneously, a long
position in one commodity futures contract or stock
index, and a short position in a related commodity
futures contract or stock index. Each of these
positions is known as a "leg" of the spread. A spread
trade therefore consists of a Long Leg and a Short
Leg. Referring back to our escalator analogy, but
focusing on the real world of spreads, let's look at the
four possible outcomes.

* The price (value) of the Long Leg goes up and the
price (value) of the Short Leg goes down. The trader
makes money on both legs.

* The price of the Long Leg goes up 5% and the price
of the Short Leg goes up by 2%. The trader makes 5%
on the Long Leg, loses 2% on the Short Leg. The net
result is a 3% profit.

* The price of the Long Leg goes down 2% and the
price of the Short Leg goes down 5%. The trader
loses 2% on the Long Leg and makes 5% on the Short
Leg. The net result is a 3% profit.

* The price of the Long Leg goes down and the price
of the Short leg goes up. The trader loses money on
both legs.

For this introductory article we are going to focus on
Stock Index futures contracts. Spreads in Stock Index
futures can be traded based on anticipated shifts in

strength or weakness in the stock market; as measured
by different stock indices, the same index over a
specific time period or even between the stock
markets of different nations. So let's walk-though a
particular type of spread trade known as an Inter-
Commodity Spread.

Note: The following scenario is completely fictitious
and is presented solely to help the reader understand
Inter-Commodity Spreads.

The S&P 500 stock index is comprised of 500 large-
capitalization stocks. The NASDAQ-100 stock index
is comprised of 100 stocks with a higher
concentration of technology companies. Both indices
tend to rise and fall together (when viewed over a
period of months) but not necessarily at the same rate
of rise and fall. Let's assume that a trader has
forecasted Obama’s victory in November will be
negative for the stock market, with a downward bias
for the larger companies represented within the S&P
500 Index. This means after Obama’s re-election,
stocks generally fall, the S&P 500 will fall at a faster
rate of decline than the NASDAQ-100 will. The same
trader also feels that if Romney would have won, it
would have been very positive for the stock market
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and that certain tax breaks under a Romney
administration would have favored smaller, high-tech
oriented firms....leading to a major climb in the
NASADQ index. Now under this analysis, the trader
is not forecasting a bull or bear stock market. The
trader is making a forecast that regardless of who won
the election, the relationship between the two indices
will grow wider apart. The trader initiates the
following two positions inn his (or her) futures
trading account:

1. Buys (establishes a long position) 1 contract of the
March 2013 NASDAQ-100 stock index futures
contract.

2. Sells short (establishes a short position) 1 contract
of the March 2013 S&P 500 stock index futures
contract.

The trader is hoping to be proven correct in his
analysis about the change in relationship between the
two stock indices. The trader has no opinion, nor is he
concerned with who will win the election nor whether
2013 will see a bull or bear stock market. Therefore
the trader will make money if either of the following
scenarios actually occur in 2013:

* The stock market falls but the S&P Index falls faster
and further than the decline of the NASDAQ-100
Index. The trader looks to make more money by
being short the S&P 500, than he loses by being long
the NASDAQ.

* The stock market rallies, but the NASDAQ rises
faster and further than the rally in the S&P. The trader
looks to make more money by being long the
NASDAQ than he loses by being short the S&P 500.

So Why Traders Spread?

There are four generalized reasons why traders place
a spread trade instead of an "absolute directional"
trade.

1. All futures trades must be margined but the margin
requirements for placing and holding a spread
position are lower than for placing an holding an
outright long or short position. Therefore a spread
requires less capital to place the position.

2. Greater staying power: While markets often go or
down for weeks at a time before showing signs of

reversal, disparities in price relationships take longer
to develop.

3. All too often in today's markets we see extreme
price movements up and then next day down. These
can often force under-capitalized traders to flee
positions prematurely. Since related markets (such as
the S&P 500 and NASDAQ-100 stock indices) tend
to move in the same direction on a short-term basis,
spread preview to Spread Book by Lan turner and
Neal Weintraub for publication in 2013 traders are
usually (but not always) immune from the dollar
value change of having an outright long or short
position.

4. There is a perception, especially among traders
who follow fundamental analysis, that spreads (that
is, price relationships) are easier to forecast.

Conclusion

Traders must recognize that spread trading is not
necessarily less risky than out-right position trading.
Since changes in pricing disparities tend to move
slower than extreme price movements up or down,
spread traders need a great deal of patience. Spreaders
must avoid the temptation to measure the profit on the
winning leg of the spread against the loss on the
losing leg of the spread and close out (liquidate the
losing leg position) . This is the cardinal sin of spread
trading - closing out just one leg of the spread (in
traders parlance, this is known as lifting a leg). If you
enter a trade as a spread, always liquidate the entire
position as a spread.

TRADING FUTURES IS SPECULATIVE IN
NATURE AND INVOLVES SUBSTANTIAL RISK
OF LOSS.
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“Pulled off the wall From:
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The Pit_r;ews.com Forums
—Visit The Wall-at: Forums at: http://thewall.pithews.com — —

The Wall is PitNews.com’s trading forum, found on the web at http://thewall.pitnews.com or from the tab link
on the front page of PitNews.com. Each month, we highlight a chart submitted by one of our users.

This Month’s Off the Wall Chart comes from Wyatt:
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A spread that starts in Dec. to Spring is Platinum over

Gold. For this reason it's time to place this on out *‘Get into the action! Start posting

tch list.
WA -on The Wall, and maybe you'll see
Please note I've tweaked my fib ruler tool to fit my -your art|c|e or Chart h|gh||ghted
bias. This can be dangerous and would warn anyone ——
doing this, be flexible, OK here in our next issue of

. . " . '
In this example the pivot points aren't typical. and PitNews.com Magazme'

may be worthless. BUT if we move down to the circle | http://thewall .pitnews.com -
and turn this may be a great setup. ey
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Welcome to the PitNews.com Estore.
Below are products featured from the online store, click on them to learn more.

Charting Software

l_' & Track ‘n Trade Forex Live
F?""E{f FREE 14 Day Trial

Ll Price: $297

- Data: Free (Active Traders)

Trade the currency market with the best tools and the
easiest order placement available! Free data for active
traders.

~ Learn More

Price: $297
Data: $39.95/month

This amazing charting software package gives you the
ability to analyze commodity markets technically with
various tools, unique market calculators, and

customizable indicators.
~ Learn More

eowme Track ‘n Trade 5.0
' Free 14 Day Trial

4 Price: $197

Data: $19.95/month

*Get Advanced Tools Plug-in FREE
when you buy TNT 5.0

e | I}

This amazing charting software package gives you the
ability to analyze commodity markets technically with
various tools, unique market calculators and

customizable indicators.
- Learn More

Charting Software

TNT High Finance

FREE 14 Day Trial
Price: $197

paEsss Data: $29.95/month

e —
Track ‘n Trade High Finance Stock Trading package
allows a trader to monitor, track and chart the popular
stock market, giving the trader intra day snapshots and
price activity throughout the day.

~ Learn More

Trading Education

It seems that we spend 90% of our
time studying and trying to figure
out the best timing techniques for
market entry, but we spend very
little time actually learning the
techniques of exiting the market.
Getting into a market is easy, but
getting out of the market, with a
profit, is the true test of a traders
skill.

~ Learn More

Learn how, and what to count, and
how and what to measure, and how
to read each new setup, and how to
set up a trigger, then how to follow
through with the final exit strategy.
Stop watching your portfolio shrink,
and start doing something about it?
Learn what you can do, in the next
10 days, to protect your wealth!

~ Learn More

Accurately identify trends and
market cycles with TradeMiner!
Get above average market returns
with significantly lower average
risk by only taking the highest
probability trades!

~ Learn More
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http://www.trackntrade.com/futures/live/
http://www.trackntrade.com/futures/eod/
http://www.trackntrade.com/stocks/
http://stoplosssecrets.com/
http://www.trademiner.com/?hop=tracktrade
http://thefibonaccieffect.com/
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Welcome to the Classified Section of the PitNews.com Magazine. All listings below are “clickable”.

Educational Websites

FX Trading Platform

Track ‘n Trade Forex Live

Company: Gecko Software
Website: www.TracknTrade.com
Market: Forex Trading

Phone: (800) 862.7193

Trade the currency market with the best tools and the
easiest order placement available! Free data for
active traders.

Click Here for a FREE 14 Day Trial
www.TracknTrade.com

Futures Software

Track ‘n Trade Futures Live

Company: Gecko Software
Website: www.TracknTrade.com
Market: Futures

Phone: (800) 862.7193

This amazing charting software package gives you the
ability to analyze commaodity markets technically with
various tools, unique market calculators, and
customizable indicators.

Click Here for a FREE 14 Day Trial
www.TracknTrade.com

Educational Websites

PerosnallnvestorsHr.com
www.PersonallnvestorsHr.com
Phone: (800) 862.7193

Listen and learn from the best in the
business!

Click Here

-~ | ThePitMaster.com

“ieime= | Phone: (800) 862.7193

Great site for beginning futures and
P options traders. Free education on option
= strategies and more!

Click Here

GeckoSoftware.com

Phone: (800) 862.7193

Six time winner of Stocks & Commodities
Readers Choice Award. Take a FREE Trial!
Click Here

ChartBook.com

Phone: (800) 862.7193

Free Forex Quotes and Charts online. Apply
indicators easily, great charts, check it out!
Click Here

PitNews.com

Phone: (800) 862.7193

Get all your current Forex, Futures and Stocks
news in one Place!

Click Here

CommitmentofTraders.com
Phone: (800) 862.7193
Learn to apply Commitment of Traders reports

to your trading. Examples using Track ‘n Trade.

Click Here

StockAnnual.com
Phone: (800) 862.7193
StockAnnual.com was designed to discover

and exploit recurring historical market patterns.
Click Here

TheWall.PitNews.com

Phone: (800) 862.7193

Open forum for traders, visit today to share
your trading ideas and post charts.

Click Here

WhyTradeFutures.com

Phone: (800) 862.7193

Learn why you would want to trade futures
market. Compare the Futures market to the
Stock market.

Click Here

spalysse|D
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