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by Kent Kofoed

e “vft n this article, I am going to go over the
TU‘! * neural network analysis tool in
TradeMiner; more specifically, [ am
going to cover what the neural
network analysis tool does, what each of the four
trade classifications (High, Medium, Low, and Very
Low) mean, and then I am going to provide an
analysis of three TradeMiner neural network trade
classifications, covering both trades where the results
were as expected and trades where the results weren't
as expected.

Overview of the Neural Network Analysis Tool

The TradeMiner Neural Network Analysis Tool is
a neural network pattern recognition model, where the
"pattern" that the model "recognizes" is the value of
multiple technical indicators before the entry dates of
each TradeMiner trade. If the pattern of the upcoming
trade "looks like" the historical patterns of past
winning trades (i.e., trades that were historically
profitable), then the trade is classified as a
"successful" trade. On the other hand, if the pattern of
the upcoming trade "looks like" the historical patterns
of past losing trades (i.e., trades that were historically
unprofitable), then the trade is classified as an
"unsuccessful" trade.

Overview of the Neural Network Trade
Classification Categories
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There are four different trade classification
categories that the neural network will make, which
includes High, Medium, Low and Very Low. If the
current-year pattern looks like the pattern of a
"successful" trade, then that trade will be classified as
either a High or a Medium (this is the current-year
directional bias of the trade). Similarly, if the current-
year pattern looks like the pattern of an
"unsuccessful" trade, then that trade will be classified
as either a Low or a Very Low. In addition to the
directional bias of the trade, there is another important
characteristic that separates a classification of High or
Very Low from a classification of Medium or Low,
and this is whether or not the trade looks like an
average trade. For example, if a trade receives a
classification of either Medium or Low, then the trade
looks like it will be a typical trade (i.e., an average
winning trade for a Medium classification and an
average losing trade for a Low classification). On the
other hand, if a trade receives a classification of either
High or Very Low, then the trade doesn't look like an
average trade (i.e., it either looks like a greater-than-
average winning trade, for a High classification, or a
greater-than-average losing trade, for a Very Low
classification).

Historical Trade Classification Analysis

For this analysis, [ am using three historical
TradeMiner trades so that I can analyze what went
right (or wrong) with each of their trade
classifications.

In TradeMiner, after I pressed the "Calculate Now"
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button on step 2, an individual neural network model
was built for each of the trades and each trade
subsequently received its own neural network trade
classification. These trade classifications, as well as
the actual percentage return of each trade, are outlined
in figure 1 and, as is shown, the prediction for XLU
was Very Low and the predictions for UHS and EW
were both High. The percentage return was a positive
1.79% for XLU, was a positive 9.07% return for
UHS, and was a negative 20.77% return for EW.

this trade would have actually been an extremely risky
trade to make, especially when you look at the price
action that occurred right after the trade exit date.

UHS is a great example of a correct trade
classification (the trade prediction was High and the
trade return was 9.07%), where the neural network
model worked exactly the way that it should typically

‘ Tradehbrgr Stocks

Step L Search Fiep & Predotons | Sefings | Educabon
Step X Caboulate Predictions & Anabyze Trades
tracing dayia) the selected Yadng opporburites

Hporal etwerk: Soan and compare, withins Hao

Bard! P Felbtral ef ol maried) Cpdied 19 predict B yvear s prabablity of sutreid.

REFULTS: 3

LS MeaShoare| Aor I, X1Y May 1T,

Bury EW Heamheare Ape 10, MY May 21, 201Y B0 10 i

Figure I:

Since XLU had an incorrect trade classification of
Very Low (it ended up having a
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work. Figure 3 shows the TradeMiner chart for this
trade and you can easily see that the neural network
model performed quite well. The neural network
model recognized that UHS found support after a

positive return of 1.79%), it is
important to see why this trade
classification turned out to be
incorrect. Looking at the price
action that occurred prior to the
start date of the trade, which is
shown in figure 2 (in order to see
this type of chart in TradeMiner,
all you need to do is double left
click the row of the trade that you
want to see), you can see that XLU
rallied pretty far prior to its trade
entry date (this will typically be an
indication that the trend started
earlier than usual), which resulted
in the neural network determining
that this trade looked like it was
overbought (when compared to its
historical price) and wrongly
classifying it as Very Low.
However, with the benefit of
hindsight you can easily see that

this really isn't the case and that ~ Figure 2:
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recent pullback (which just happened to be right Finance), that shows the longer-term price action of
before the trade entry date) and was likely to continue =~ UHS. As you can see, UHS was in a longer-term

in the direction of its underlying, longer-term trend. uptrend and the pullback that occurred right before
In order to give you a somewhat better view of the the trade entry date was the second consolidation of
price action that occurred prior to the trade entry date,  this trend (prior to the breakout that started off this

I have included another chart, provided in figure 4 trend, UHS had been consolidating sideways, and
(which was created using Track 'n Trade High the rally that occurred right after the trade entry date

ended up being wave 5
in the dominant trend
of the Elliot Wave
pattern).

Since EW had an
incorrect trade
classification of High
(it ended up having a
loss of 20.77%), it is
important to see why
this trade classification
turned out to be
extremely incorrect.
The TradeMiner chart
for this trade is shown
in figure 5.

Enter Looking at figure 5,
it is easy to see that a
majority of the losses
from this trade
occurred on a single
trading day, which just
happened to be two
days after the trade
entry date. After
looking at the

™ headlines for EW,
around the date of the
large decline, I was

B able to quickly see that
B the large decline was
due to weak 1st-quarter
results (see Edwards

ol Lifesciences tumbles
on 1Q Sapien sales)
that were reported after
the close on the day
before the large
decline.

FRT I Y . Widge  Wige  Dhige  Didey  Blley Wiiey  Ihilsy MMy B

Figure 3:

UHS : DAILY Universal Health Services Inc.
Last Open: 67.94 High: 68.94 Low: 67.68 Close: 68.82 Volume: 409600 Change: 1.48%

Figure 4:
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Summary

The key thing to remember when using the
TradeMiner Neural Network Analysis Tool is that it is
still important to pay attention to any outside factors
that may influence the price of an asset, such as an
earnings reports (or, in the case of commodity futures,
a commodity production report). It is also important
to remember that the neural network only looks at the
price action that occurs prior to each trade entry date
(comparing that price action with the past price action
that occurred before the trade entry date of previous
winning and losing trades). So, if any market moving
information is released after the trade entry date, then
this new information could possibly invalidate the
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results from the neural network model because this new
information wasn't factored into the model when the
model was first built.

Kent Kofoed is a technical analysis specialist, as
well as an individual trader, who has a Bachelor's
degree in Business Administration from Utah State
University and a Masters of Security Analysis and
Portfolio Management degree from Creighton
University. Additionally, Kent is a level Il candidate in
the CFA program, a graduate student in the Masters of
Science in Predictive Analytics program at
Northwestern University and a contributing author for
PitNews Magazine.
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e History continually repeats itself, over & over & over
again! The secret to our success is knowing when that’s
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going to happen.
e TradeMiner is like a search engine for the stock market.

e Discover exactly when to buy the right stock, at the
right time.

Disclaimer: Past performance is not necessarily indicative of future results.

www.TradeMiner.com

*Disclaimer: Trading Stocks, Futures, Forex, and Options carries a high level of risk as well as risk of loss, and may not be suitable for all investors. Past performance, whether
actual or hypothetical, is not necessarily indicative of future results. All instruction and/or depictions of trades whether by video, image, or live instruction are for illustrative purposes

only and not a recommendation to buy or sell any particular financial instrument.
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TANNER’S TIPS AND TRICKS

Have you ever wanted to search in TradeMiner for
a specific symbol as opposed to all symbols at once?
The benefit of searching one symbol at a time, is you
can see all of its seasonal trades the entire year as
opposed to only one month at a time. Perhaps in
Futures you wanted to search for a specific contract
month, like July Wheat. In Stocks and Forex you
could search for IBM or AUD/USD.

If you look at the image below you will see
TradeMiner 3.5 Futures currently displaying Step 1.

Step 1: Search | Step 2: Portfolio | Settings | Education|

Please remember that if the symbol is not
contained in our database the box will turn red when

you type it in.

Below you can see examples of searching by the
month compared to searching by the specific symbol

you are looking for.

Prospect for trends in the :Symbal v: of:

List trends that last at least [V] |5 trading day(s), but no more than [V] |30

If you look in the top left corner, you will see the
drop down button that says Month. Go ahead and
click on it and you will see the option to select Month
or Symbol. (Refer to the below image for help).

)

Prospect for trends in the :Symbal v:Df: -

After Selecting Symbol

%

Prospect for trends in the :MDI‘Ith - of: :July - f

Before Selecting Symbol

Now instead of having to sift through many
symbols to find the one(s) you really want, you can
just search for your favorite symbol(s), futures
contract(s) or forex pair(s). Now go ahead and click
the drop down arrow in the blank box and you can
scroll down to find your symbol or simply type in its
name and results will appear below.

Step 1: Find & Select High Probability Trading Opportunities For Your Portfolio:

+ | Find trends that have won at least | 100

% of the time, showing :Eﬁlth -

trading days. Mine atleast |10 | years of history.

Remove same symbol duplicate start dates. || Remove same symbol overlapping trend dates.

Step 1: Find & Select High Probability Trading Opportur

Prospect for trends in the :Symbol - of: KEM - Wheat, KCET, Jul

List trends that last at least 5

trading day(s), but no more

Remove same symbol duplicate start dates, Remove same sy

RESULTS: 15|

Add Score  Trend Symbol Instrument Begin (Open)
EH Bullish
] |k : Bullish Wheat, KCBT, Jul| Jan 22, 2013
] [ 245 Bulish KEM| Wheat, KCET, Jul| May 17, 2013
] [EJ 241 Bulish KEM| Wheat, KCBT, Jul| Oct 29, 2013
] €] 2.24| Bearish KEM| Wheat, KCBT, Jul| Mar 13, 2013
] [ 2. 14| Bearish KEM| Wheat, KCBT, Jul| Apr 10, 2013
] 1.84| Bullish KEM| Wheat, KCBT, Jul| Mow 25, 2013
[l 4 0.89| Bullish KEM| Wheat, KCET, Jul Apr 2, 2013
] | & 0.88| Bearish KEM| Wheat, KCBT, Jul|  Sep 3, 2013
] | &) 0.58| Bearish KEM| Wheat, KCBT, Jul|  Jan 7, 2013
] | &) 0.40| Bearish KEM| Wheat, KCBT, Jul| Apr 22, 2013
] | 0.08| Bearish KEM| Wheat, KCET, Jul| May 30, 2013
] | &) 0.05| Bearish KEM| Wheat, KCBT, Jul| Mow 11, 2013
] | 0.01| Bearish KEM| Wheat, KCBT, Jul| Aug 14, 2013
] | 0.01| Bearish KEM| Wheat, KCBT, Jul| Dec 2, 2013
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online at: www.GeckoSoftware.com. Jonathan makes

B himself available for calls and consultation during

Prospect for trendsin the  Month  w | of: | July regular business hours, call Jonathan at: 1-800-862-
' S 7193 Ext 3. Or email him at:
List trends that last at least 5 trading day(s), but n Jjtanner@geckosoftware.com

Remove same symbol duplicate start dates. || Remove s;

RESULTS: 347 |

=

Add Score | Trend Symbol Instrument TRAGK‘NTRADE"’ FUTURES

Bullish LIBOR, 1ma, Mar
5.00| Bullish GLEZ LIBOR, 1ma, Dec
5.00| Bullish GLEU LIBOR., 1mo, Sep " T

L ¥, VRACK M Tear
5,00 Bullish GEM Eurcdollar, Jun % N TrRaoe Fumuses
5.00| Bullish GLEM LIBOR, 1mo, Jun
5.00| Bullish GEH Eurodaollar, Mar

5.00( Bullish GEH Eurodollar, Mar F I__I TLI R ES
- i'" -

4,82| Bullish 7RX Rice, Rough, Mov
4,81| Bullish G5IU Silver, COMEX, Sep
4,75 Bullish GEL Eurodollar, Sep
4, 74| Bearish 7Ly Soybean Qil, Oct
4, 74| Bearish 7Lg Soybean Cil, Aug
4, 74| Bearish LU Soybean Qil, Sep
4,74| Bullish (3517 Silver, COMEX, Dec
4,68| Bullish REZ Eurodaollar, Dec
4,62 Bullish ZRH Rice, Rough, Mar
4,40 Bullish| SB-MY Sugar #11, Oct
4,33| Bullish| SBMH Sugar #11, Mar
4,13| Bearish ZLZ Soybean Qil, Dec
4,11| Bullish (5K Silver, COMEX, May
4.04| Bullish ZRX Rice, Rough, Mov
3.95| Bearish ZMQ Soybean Meal, Aug
3.94( Bearish| GNGEX Gas, Matural, Mov
3.87| Bullish G5IH Silver, COMEX, Mar
3.86 Bullish GGECG Gold, COMEX, Feb
3.85| Bearish Z50 Soybeans, Aug

3.67 Bullish LEM Cattle, Live, Jun (ONE CANCELS OTHER) ORDERS
3.59 Bulish| SB-MEK Sugar #11, May NS E T e R
?

3.49| Bearish GHNGY Gas, Matural, Oct
3.41| Bulish| GGCG Gold, COMEX, Feb GRAPHICAL USER INTERFACE

AEEPEEEEEEEEEEEEENEEEEEEEEEEEEEl

Contains many different symbols to choose from, one

month at a time. “THE ULTIMATE TRADING

If you have any questions regarding TradeMiner don't MACHINE, DESIGNED FOR
hesitate to contact me.

Jonathan Tanner works for Gecko Software and is
currently the Track 'n Trade Technical Support &
Education Manager. You can find Gecko Software
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“Pulled off the wall From:

——— T —

The Pit};ews.com Forums
~Visit The Wall at: Forums at: http://thewall.pitnews.com — —r

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

Eb'?:,’ 5.0 Book (modified) - Track "n Trade 5.0
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This market can do as it wants, they all do
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Patience required !! issue of PitNews.com Magazine!
A baby bull market unfolding before your very eyes http://thewall.pi tnewé.com
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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

o T [

Track ‘n Trade Forex Live

1%
F':""_"Ef FREE 14 Day Trial
it 4l 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

Track ‘n Trade Futures Live

FUTuRES TSN Day Trial
E i) d Price: $297
Data: $39.95/month

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

customizable indicators.
- Learn More

Track ‘n Trade 5.0

Free 14 Day Trial

Price: $197

Data: $19.95/month

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

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

i ! Data: $29.95/month

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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Welcome to the Classified Section of the PitNews.com Magazine. All listings below are “clickable”.

FX Trading Platform

¥
. T v Ticy.

_— Track ‘n Trade Forex Live
— 1
Forex Company: Gecko Software
i . ‘d  Website: www.TracknTrade.com
. Market: Forex Trading

Phone:  (800)862.7193
o

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 commodity 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

Phone: (800) 862.7193

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

Click Here

Educational Websites

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

spalIsse|D

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
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Risk Disclosure

DISCLOSURE OF RISK:

THE RISK OF LOSS IN TRADING STOCKS, FUTURES, FOREX AND OPTIONS CAN BE SUBSTANTIAL;
THEREFORE, ONLY GENUINE RISK FUNDS SHOULD BE USED if/when participating in trading and investing.
STOCKS, FUTURES, FOREX AND OPTIONS MAY NOT BE SUITABLE INVESTMENTS FOR ALL INDIVIDUALS, AND
INDIVIDUALS SHOULD CAREFULLY CONSIDER THEIR FINANCIAL CONDITION IN DECIDING WHETHER TO
TRADE.

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE
DESCRIBED BELOW.

NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL, OR IS LIKELY TO, ACHIEVE PROFITS OR
LOSSES SIMILAR TO THOSE SHOWN HISTORICALLY, IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES
BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED
BY ANY PARTICULAR TRADING PROGRAM.

ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY
PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE
FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT
OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO
ADHERE TO A PARTICULAR TRADING PROGRAM, IN SPITE OF TRADING LOSSES, ARE MATERIAL POINTS
WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS
RELATED TO THE MARKETS, IN GENERAL, OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING
PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL
PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.

As stated above: WE ARE NOT RECOMMENDING TO BUY, SELL OR INVEST IN ANY SPECIFIC STOCK,
FUTURES, FOREX OR OPTION. PITNEWS MAGAZINE WAS DESIGNED FOR EDUCATIONAL AND RESEARCH
PURPOSES ONLY.

TESTIMONIAL DISCLAIMER:

Unique experiences and past performances are not necessarily indicative of future results! Testimonials are
non-representative of all clients. Trading Stocks, Futures, Forex, or Options involves substantial risk and there
is always the potential for loss. Your trading results may vary. PitNews Press, or PitNews Magazine do not pay
for testimonials, most of our testimonials are unsolicited and voluntary.

The views and opinions expressed on any program are those of the producers and/or the persons appearing
on the program and do not necessarily reflect the views and opinions of PitNews Magazine, or PitNews Press.

MATERIALS CONNECTION DISCLOSURE:

You should always assume that the owner of this publication has an affiliate relationship and/or another
material connection to the providers of goods and services mentioned on this, and/or any of our affiliated or
linked sites, and more than likely, we are being compensated when you purchase from such providers.



