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What does an investor need to know: 
• Investment Climate

• Is the market in a bull or bear trend
• Is the sector / Industry in a bull or bear trend
• Is the ETF/stock in a bull or bear trend 

Presentation Outline
• Market Regime (Bull/Bear) – the Composite Breadth Model (CBM)
• Base ETF Strategy – S&P500 + Nasdaq Momentum Rotation Weekly Strategies
• 74 Stock ETF Trend Momentum & Profit Target Daily/Weekly Strategy
• Mean Reversion ETF Strategy
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• Ranking –
• Decide on a common indicator that operates on a normalized scale 
• Use the indicator to measure the entire universe’s ETFs performances  
• Rank the ETFs
• Decide which to buy, retain, sell or replace



Terminology
• Impulse Signal – Binary Bull / Bear Market Regime or Trend Composite Signal
• In-State Signal – Generated by a Ranking Indicator upon reaching a pre-set Trigger Value
• Stock ETF – An Equity ETF (not invested in bonds, commodities, crypto or currency)
• All Weather Portfolio – A Ray Dalio style, Curated 50 ETFs (36 stock, 14 alternatives)
• Trading Systems –

• Trend Following (6 weeks - 12 months, 6 months optimum)
• Mean Reversion (1-20 days or > 18 months)
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The Bear Market Challenge – Compressed Time Frames
Switching from a Trend Following to a Mean Reversion Strategy 
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Market Timing Basics (1/5)
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Market Timing Basics (2/5)
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10 Best Days - A Meme For Every Bull Market Lance Roberts

Avoiding significant drawdowns in the market is critical to long-term investment success. Obviously, if you are not 
spending the bulk of your time making up previous losses, more time is spent compounding invested dollars 
towards long-term goals.

Brett Arends once penned:
"In other words, it's something of a wash. The cost of being in the market just before a crash, is at least as great 

as being out of the market just before a big jump and may be greater. Funny how the finance industry doesn't 
bother to tell you that."

The finance industry doesn't tell you the other half of the story because it is not profitable for them. The finance 
industry makes money when you are invested, not in cash.

RDG – The best days in the market are in the thick of a bear market, bouncing back off the worst drops

Market Timing Basics (3/5)
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However, you do have options.

• Use Moving Averages (i.e., 18 months) to generate sell signals 
• Trim back winning positions to original portfolio weights: Investment Rule: Let Winners Run
• Sell positions that are not working (if the position was not working in a rising market, it likely won't be in a 

declining market.) Investment Rule: Cut Losers Short
• Hold the cash raised from these activities until the next buying opportunity occurs. Investment Rule: Buy Low
• The most sensible rebalancing method is performance-based: rebalance when positions exceed the original 

allocations by a set amount (i.e., 15%). 

Market Timing Basics (4/5)
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Market Timing Basics (5/5)
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Determining the Market Regime  Using the 5/200 SMA
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Determining the Market Regime  Using the Composite Breadth Model (CBM)
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The SPX Trend Model
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The SP1500 Trend Model
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The SPX Thrust Model
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The SP1500 
Thrust Model
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CBM Variations of Bull / Bear Filters
ST variables = timely signals, more whipsaws; LT variables = lagging signals, fewer whipsaws
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Back Testing of the ETF Base Strategy w/ Variations

• Base Strategy 
• 20% Profit Factor Exit
• 20% Profit Factor Exit & StochClose < 50 Exit 

My Conclusions: Let Winners Run, Place Trailing Loss Stops
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The CBM signals work with any index ETF
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The Composite Trend Model
Analogous to the Index Trend Model 

StochClose(125,5,1)PPO(125,5,0)CCI(125)%Kelt(125,2.0,125)%B (125,1,0)Criterion
60 / 40 -0.25 / 0.25 -100 / 100-100 / 100-100 / 100 Limits

Trading Individual ETFs

The Composite Momentum Model
Analogous to the Index Thrust Model 

ROC(20) / ATR(20)%B(20,2)CCI(20)StochClose(20,1,0)RSI(10)Criterion
-3 / +30 / 1 -200 / +2005 / 9530 / 70Limits
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The ETF Composite Trend Model
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The ETF Composite Momentum Model
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My Arthur Hill Chart Style – Index Case
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My Arthur Hill Chart Style – ETF Case
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My Arthur Hill Chart Style – Stock Case
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The ETF Base Strategy – ETF Trend Composite & StochClose Ranking
Used on the Ray Dalio All Weather Portfolio

• 50 ETFs: 36 stock-based, 14 non-stock based
• The 36 Stock Based ETFs: SPY, RSP, MDY, IJR, IWC, QQQ, DVY, XLK, XLY, XLF, XLI, XLC, XLV, XLP, XLE, XLB, XLU, IYR, FDN, SOXX,

IGV, ITB, XRT, KIE, KRE, ITA, PBW, IBB, IHF, IHI, XES, XOP, GDX, XME, PHO, PBJ
• The 14 non-stock-based: AGG, IEI, IEF, TLT, LQD, HYG, GLD, SLV, DBE, DBB, DBA, FXE, FXY, UUP

• To qualify a trade in a stock-based ETF
• Composite Breadth Model > 0 
• ETF Trend Composite > 0 
• StochClose > 50 

• A non-stock-based ETF qualifies 
• At any CBM condition
• ETF Trend Composite > 0 
• StochClose > 50 

• Sell when the Trend Model < 0
• Replace with the highest StochClose 

ranking ETF w/ its Trend Composite > 0 
• any ETF when bull market
• non-stock ETF when bear market
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Using StochClose as the Ranking Criterion
• Using stochastics provides several advantages as the Ranking Criterion

• It normalizes the readings into the same scale enabling comparisons between asset classes with completely different 
volatility regimes can be compared (i.e., bonds & crypto)

• It is a bounded indicator (unlike CCI)
• No lags in the data readings (unlike MAs)
• Indicates internal strength (like 52wk highs)
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Recap for the Base Strategy

Bull Market Scenario

• Composite Breadth Model > 0
• Select stock and non-stock ETFs that are in uptrends (ETF Trend Composite > 0)
• Buy the ETFs with the highest StochClose values
• Sell when the Trend Composite turns negative

Bear Market Scenario

• Composite Breadth Model < 0
• Stock-based ETFs are ineligible to buy
• Select non-stock ETFs that are in uptrends (ETF Trend Composite > 0)
• Buy ETFs with the highest StochClose values
• Sell when Trend Composite turns negative
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Back Testing of the ETF Base Strategy (1/4)  
Page Link 10 Feb 2023
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Back Testing of the ETF Base Strategy (2/4)
Page Link 10 Feb 2023
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Back Testing of the ETF Base Strategy (3/4)
Page Link 10 Feb 2023
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Back Testing of the ETF Base Strategy (4/4)
Page Link 10 Feb 2023
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Base ETF Strategy Rank & Signal Table Options

34



Base ETF Strategy Rank & Signal Table Options

35



Base ETF Strategy Rank & Signal Table Options
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Base ETF Strategy Rank & Signal Table Options
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Monthly and Year Return Breakdown Jan 2007 – 16 Mar 2023
ETF sell rules: Trend Composite < 0 or 20% Gain Cutoff

STDMedianAVG20232022202120202019201820172016201520142013201220112010200920082007Year
17.3%11.3%7.8%1.8%-19.5%27.0%16.2%28.8%-6.3%19.4%9.6%-0.8%11.3%29.6%13.5%-0.2%12.8%23.4%-38.2%3.4%SPY
10.0%8.1%8.8%-5.2%-5.0%19.5%16.1%11.9%0.8%19.2%8.1%-5.5%5.8%31.9%4.2%-0.6%9.9%18.9%6.8%12.3%Hill
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ETF Strategy – Composite Trend & ATR-Normalized ROC Ranking
A system devised to rank and sell based on the ETF trend direction

Using on a curated 74 equity ETF universe
Page Link 7 June 2023

33418118
DividendIndustrySectorStyleIndex

VIGQCLNFDNXLKSPHQSPY
SDYIYTIGNXLYIWFRSP
DVYPBJSOXXXLFIWDMDY

IBBXSDXLIIWOIJR
XBIIGVXLVIWNIWM
IHFITBXLPIVWQQQ
IHIXHBXLEIVEDIA

FCGXRTXLBIJKIWC
XESKBEXLUIJJ
XOPKRERCDIJT

MOOKIERHSIJS
GDXREMRYE
XMEIYRRYF
IGEREZRYH
PHOITARGI
IYZPPARTM

SUSAPBWRYT
RYU

39



Normalized ROC = ROC(200) / ATR(20)
• AmiBroker & Optima ROC = (Close - Close n periods ago)  is a raw, price-dependent number, expressed  in $
• StockCharts ROC = [(Close - Close n periods ago) / (Close n periods ago)] * 100 is already normalized, expressed in %
• Arthur Hill’s Normalized ATR = ATR / Close = StockCharts’ ATRP (in ACP only)
• StockCharts’ ATR-Normalized ROC =  Absolute ROC / Absolute ATR ≈ StockCharts’ ROC / StockCharts’ ATRP
• ATR-Normalized ROC turned out to be the best ranking indicator for ETFs, after testing 50+ indicators. 
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Momentum Measurement with eSlope
• Defined in Stocks on the Move: Beating the Market with Hedge Fund Momentum Strategies Andreas Clenow 2015
• The eSlope is the annualized linear regression of log prices over 120 days, expressed as a magnified oscillator around zero

• LinRegSlope(Ln(Close, Periods))
• (exp(LinRegSlope(ln(C),Periods))^252) 
• ((exp(LinRegSlope(ln(C),Periods))^252) – 1)*100  

• Uptrend = eSlope > 0, Buy = eSlope > 10, Sell = eSlope < 0

Normalized ROC
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eSlope Norm ROC entry example 
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Introducing a Price Target
• Using a price target improves the win / loss ratio but lowers the average win 
• Arthur Hill uses a 10% price target above purchase price
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• Buy signal requires all conditions
• Composite Breadth Model > 0 (bull market) 
• ETF Trend Composite > 0 
• eSlope(120) > 10 
• Buy the best Norm ROC(200,ATR(20))

• Hold as long as 
• The price is below the price target < 110%
• Is in the top 10 ETFs

• Sell when any of the conditions occurs 
• Composite Breadth Model < 0 (bear market)
• The Price Target is hit (10%)
• ETF Trend Composite < 0 
• eSlope(120) < 0 
• Drops below the 10th position

System Buy / Hold / Sell rules May 2023
NormROC w/ eSlope, 74 US equity    
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ETF Strategies Performance Comparison May 2023 (3/4)
StochClose, 50 All Weather vs. NormROC w/ eSlope, 74 US equity  
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Daily vs. Weekly Trading May 2023 (4/4)
NormROC w/ eSlope + Trend Momentum, 74 US equity  
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Smoothing the CBM w/  5-day SMA (1/3)
Reducing whipsaws, Improving Performance
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Smoothing the CBM w/  5-day SMA (2/3)
Reducing whipsaws, Improving Performance
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Smoothing the CBM w/  5-day SMA (3/3) May 2023
Reducing whipsaws, Improving Performance

Weekly Trading

5d SMA CBM 
Smoothing

Just like weekly vs. daily trading, introduction of CBM smoothing did not reduce performance. 
It improved the daily trading. 
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Smoothed CBM August 2023 (1/4)
NormROC, eSlope & Trend Momentum , Daily or Weekly Trading
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Smoothed CBM August 2023 (2/4)
NormROC, eSlope & Trend Momentum , Daily or Weekly Trading
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Smoothed CBM August 2023 (3/4)
NormROC, eSlope & Trend Momentum , Daily or Weekly Trading

53



Smoothed CBM August 2023 (4/4)
NormROC, eSlope & Trend Momentum , Daily or Weekly Trading

54



Recap for the Trend Momentum & Profit Target Strategy

• Buy Signal requires all conditions –
• 5-day SMA of the Composite Breadth Model > 0 (Bull Market)
• The ETF’s Trend Composite > 0
• The ETF’s eSlope(120 ) > 10
• Select the 10 ETFs w/ the highest ATR-Normalized ROC(200,20)

• Hold as long as 
• The price is below the price target < 110%
• Is in the top 10 ETFs

• Sell when any of the conditions occurs 
• 5-day SMA of the Breath Composite < 0 (Bear Market)
• The Price Target is Hit (10%)
• Trend Composite < 0 
• eSlope(120) < 0 
• Drops below the 10th position
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ETF Mean Reversion Strategy
Page Link 12 Jan 2023

• Applicable at any Market Regime (CBM is not applicable)
• Short Term, Hit & Run Trading System, limited to 5 days
• Arthur Hill uses a proprietary indicator – Relative ROC

• Sell with any of the requirements, fill the next day
• Strong Bounce - RSI(2) > 70 at the close
• Decaying Momentum - eSlope (100) < 10
• Stale Trade – reaches 5 days long

• Buy with all the requirements
• A strong pull back - Relative ROC < -150,-200,-250 [analogous to RSI(10) < 30, 25,20]
• In an uptrend - eSlope(100) > 10 
• Volatile – 100* ATR(5)/SMA(5) > 1
• Liquid – SMA(65,volume*price) > 10 million
• Buy - Set a Buy Limit = Low – 0.4*ATR(22) for the next day only
• Max 5 equal positions, rank by ATR(5)/SMA(5)

Se
tu

p
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ETF Mean Reversion Back Testing 1/6

138 ETF Universe - AGG, BWX, CGW, CUT, DBA, DBB, DBC, DBE, DIA, DVY, ECH, EEM, EFA, EMB, EWA, EWC, EWD, 
EWG, EWH, EWI, EWJ, EWK, EWL, EWM, EWN, EWP, EWQ, EWS, EWT, EWU, EWW, EWY, EWZ, EZA, EZU, FCG, 
FDN, FEZ, FXA, FXB, FXC, FXE, FXF, FXI, FXY, GDX, GLD, HYG, IBB, IEF, IEI, IGE, IGN, IGV, IHF, IHI, IJJ, IJK, IJR, IJS, IJT, 
ILF, ITA, ITB, IVE, IVW, IWC, IWD, IWF, IWM, IWN, IWO, IYR, IYT, IYZ, JNK, KBE, KIE, KRE, LQD, MBB, MDY, MOO, 
MUB, PBD, PBJ, PBW, PCY, PFF, PHO, PPA, PSP, QCLN, QQQ, RCD, REM, REZ, RSPC, RSPR, RSPD, RSPN, RSPS, RSPM, 
RSPG, RSPF, RSPH, RSPT, RSPU, SCZ, SDY, SHY, SLV, SLX, SOXX, SPHQ, SPIP, SPY, SUSA, TIP, TLT, USO, UUP, VIG, VPL, 
XBI, XES, XHB, XLB, XLE, XLF, XLI, XLK, XLP, XLU, XLV, XLY, XME, XOP, XRT, XSD

Testing Criteria 
• Starting account size is $100,000
• 5 Equal Weight Positions (20% each)
• Commissions are $2 per trade
• Dividends are NOT included
• Signals generated on the close
• Trades executed on the next open

Note – The system tends to cluster: Extended periods w/o setup & trades, vs. short periods w/ multiple trades.
Trades mostly during volatile bounce backs.
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ETF Mean Reversion Strategy Backtesting (2/6)
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ETF Mean Reversion Strategy Backtesting (3/6)
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ETF Mean Reversion Strategy Backtesting (4/6)
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ETF Mean Reversion Strategy Backtesting (5/6)
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ETF Mean Reversion Strategy Backtesting (6/6)

CAGRSystem
6.9%SPY B&H
8.3%Base

10.8%eSlope
11.9%Mean Rev
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ETF Mean Reversion Strategy (1/2)
Extending the Universe, Reducing the history

275 ETFs; Backtesting to Jan 2020
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ETF Mean Reversion Strategy (2/2)
Extending the Universe, Reducing the history

68



Open Buy Limit Orders only to the extent of available positions (<=10 or <=5)
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68% of trades in < 50% of the time
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ATRMA < 1
Liquidity

Volatility
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