EV Situation of the different models
1. 20DMF

The 20DMF is the oldest of the models that are in place on the EV web site. It has been designed as a market direction model (MDM) to trade the S&P500.

It uses different indicator for long and short signals, because the market evolves differently for each type of signal (Buy reversals usually occur when the market has been washed out and shorts start to cover, while the topping process takes much longer time)

The Short/cover your shorts signals are issued by the Upper panel of the 20DMF, by a move of the true signal below or above the 0 level (the initial signal needing inversed ETFs confirmation).

The Buy signals come from the OS level crossing above -70

Model Strengths

· A major strength is that the model treats long/short signals using different measures.

· A second strength is that the OS indicator uses a combination of MF and price parameters on a sector base.

· The third strength is that it is a sector based indicator, which works well with the ETF trading tendency of the past years.

Model weaknesses

· The major weakness of the model is the not so smooth transition between the Buy/short states. When the model misses to switch from one to the next stages, it falls into a neutral signal until the current cycle is exhausted and the model can catch the next signal. There is no "recovery mode" built in where the model can "sense" that a previous decision was "wrong" and that it needs to change the direction.

· A second weakness is in the OS level of -70. Why not -69 or -71? Why not using a "flexible" level that can adapt to market volatility?
· The model does not use stop loss, because it is a MDM.

Possible improvements

· Use a OS level that can adapt to market volatility and that uses a continuous measure for trend changes (not an EOD measure)

2. The GDX MF

The GDX MF model only uses the MF and the price/MF volatility data.

It uses both the standard sectors buy/short signals, but also Buy in oversold and short in overbought situations. This means that the model can handle many possible signal transitions, calculating in RT the distance to the next most probable signal.

Model Strengths

· There is no decision process transition between different indicators. Since the MF is guiding all the calls and since many stages have been defined in the model, the recovery from a wrong call is therefore automatic.
· The model uses a volatility based trailing stop system, which makes it possible to be used as a trading model and not a simple MDM.

· The model has been developed to make most thresholds volatility dependent. As of now, only the porosity and the trailing stops are truly volatility dependent but we are working to have other thresholds (such as OB/OS levels) volatility dependent.

· The model can evaluate itself the distance to the next signal

Model Weaknesses

· The model acts very fast on a signal change but might be prone to whipsaws, mostly due to the underlying volatility.

· There is no use of price information in the model, except for the stop loss level and the price volatility level (ATR Limit). It might be interesting to push back pivots data into the model to determine tactical profit taking situations or if it is interesting to enter new positions.
Possible improvements

· Test the use of OB/OS levels that adapt to market volatility 
· OB/OS levels need months for levels to be reliably detected. Test different time spans in measuring these OB/OS levels (100 days, 180 days, 360 days, 2 years)

· Have the pivots clusters represented on a GDX price chart and back-test whether these levels can be used for tactical entering/exiting of positions in conjunction with the RT information. 

3. The Robots
The robots use a set of independent indicators to evaluate on past statistics the probability to gain/lose in the next three or ten days. The IWM Robot also uses the pivots to determine the best entry.
Model Strengths

· The combination of independent indicators seem like a strength compared to only one indicator

· The look back into past statistics for the combination of such indicators is also an interesting approach.

Model Weaknesses
· When in overbought or oversold territory, although the whole market can become even more overbought or oversold, the Robots could simply be stuck with reversals to the mean "ideas", as this is the way they have been programmed to behave.
· Re-entering more recent statistics into the system is a manual intensive issue, which has become a major hurdle in a time availability limited environment.
Possible improvements

· Update the statistical trading tables for both robots 

· Have the IWM Robot forced into cash whenever the 20DMF is in a "non-recovery neutral situation" (Incidentally, improve the 20DMF to get it out of a non-recovery situation)

4. RT On-going development work
· Our objective is to include in the GDX MF the messaging system and "next signal" calculation distance as quickly as this week.

· Include the messaging system into the 20DMF, but the lower panel signal (Buy signal) of the 20DMF must be improved.

5. Sector Rotation (SR) trading model
When the 20DMF is in neutral mode, we are all free to trade what we like best. In the top down approach, the idea is to select the best sectors and then the best stocks within such sectors. We only need to define what "best" is.
This is the model I am now concentrating my work on, since major discoveries there could lead to a RT SR model using well-known ETFs.

