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PRODUCT REVIEW

Best Choice Software

BEST CHOICE SOFTWARE, INC.

2112 First Street West

Bradenton, FL 34208

Phone: 941 747-5858

Internet:

www.bestchoi cesoftware.com
Product: End-of-day search and sort
trading decision software for long-term
investing, short-term swing trading,
and seasonal trades for stocks, com-
modities and mutual funds.
Requirements:. Vista/XP/2000
operating system, 1.8 GHz Pentium or
better processor, 17-inch or larger
monitor with at least 800x600 resolu-
tions, one GB of Ram, 1 GB or more
for data, any web browser with DsL or
cable modem at 100K, National Data
or Dial Data data source.

Price: $895 plustax for three-month
trid (dataincluded); $4,995 plustax for
full version with free upgrades for life.
Data service subscription required.

by Barbara Star, PhD

Ithoughluck may play arole,
most trading is all about de-
cision making — decisions
about what to trade, when to
trade, how totrade, and how much

A

short-term swing trading, and cyclic
seasonal trades, all availablein onepro-
gram.

A LICENSE TO TRADE

The program may be downloaded from
a CD-Rom or directly from the Best
Choice website. It will only run in a
limited demo mode to evaluate the
program’s features. Once a user pur-
chasesthetria or full version, thecom-
pany licenses the user’'s computer for
al features. The licensing procedure
utilizesthecomputer’ sinternal identifi-
cation as part of a security measure to
prevent unauthorized usage. Thismeans
that any internal hardware changesthat
have not been reported to the company
inadvancewill causetheprogramnotto
recognizethecomputer andtemporarily
revert to demo mode.

Theuser may licenseany or all of the
following categoriesat no extracharge:
US stocks, stocks from the Canadian
exchange, stocks from the London ex-
change, futures, indexes, mutual funds,
and an accounting component to keep
track of trades and equity. Because all
data is stored on the users’ hard drive,
the decision about which categories to
select is often based not only on the

markets the user plans to trade, but the
computer’ shard drive capacity aswell.

Depending on the data categories se-
lected, traders may download via the
Internet a database containing up to 10
years of end-of-day datafor more than
7,900 US stocks, 30 years of commodi-
ties, 3,100 Canadian stocks plus thou-
sands of mutual funds.

Ongoing stock datamay bepurchased
by subscriptioneither fromNational Data
or from Dia Data. National Data pro-
vides price data for the magjor US stock
exchanges, whileDial Dataprovidesdata
for al stock exchanges, indexes, com-
modities, and mutual funds. Since the
program uses earnings and many ven-
dors do not offer downloadable earn-
ings, these are the only sources of data.
For thisreview | used National Data, so
only stocks will be used as examples.

NAVIGATING THE PROGRAM
The program includes several videos
that introduce users to the three main
trading methods:. the search and cycle
wizardsto create user lists of stocks or
commodities that meet specific condi-
tions, an option component, and pro-
grammaintenance. Inaddition, | received
severa emails that provided program
instructions along with two specific
search strategies — one that focuses on
long-term investing and another that is
specifically for short-term trades.

The company also offers excellent
program support toindividualsviatele-
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phone six days a week as well as peri-
odic webinars to their user groups.

L ONG-TERM INVESTING

Unlike traditional price charts, Best
Choice software defaultsto along-term
price and earnings chart that displaysup
to 10 years of datain the top panel and
volume in the lower panel. (See Figure
1.) Thiswasthefirst portion of the soft-
warethat was devel oped and reflectsthe
lessons governing good stock selection

i
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representation of price growth rate and
pricevolatility. The middleyellow line
represents the average price. The slope
of the middle line identifies the direc-
tionand rate of price growth. The upper
and lower outer yellow lines convey
information about price volatility. The
wider the space between the upper and
lower lines, the greater the volatility.
The outer lines, which contain about
80% of price, also serve as aert lines
representing price extremes that iden-
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that Peter Hoyt learnedin hisyouthfrom
hisfather, an investment banker.

The underlying assumption is that
rising earnings ultimately drive price.
Price growth without a solid underpin-
ning of earnings growth will at some
point fail. By the same token, compa-
nies with a flat growth rate but with
constantly rising earningswill probably
see their prices rise in the future. The
ideal stocks are those that display both
good price and earnings growth.

In addition to plotting data on loga-
rithmic scales, the program automati-
cally adjusts the scales of the price and
earnings so they are proportional to one
another. It also places each within its
own channel based on aproprietary for-
mulation. Theresult isascreen that im-
mediately providesagreat deal of infor-
mation about price and earnings growth
and volatility.

Price: The white price bars move
within a channel composed of three
yellow linesthat offer an instant visual

tify when priceisrelatively overpriced
or underpriced. Prices below the lower
lines are considered oversold and those
abovetheupper lineoverboughtinrela
tion to the stocks' average growth rate.
The extreme percentage reading in the
text legend reveals where priceisrela-
tive to the upper and lower alert bands.

Earnings: Annualized quarterly earn-
ings are plotted as small green squares
with its percentage growth scale shown
on the left side of the chart. The short
red vertical barslocatedinthelower left
portion of the screen identify quarterly
earnings losses.

The earnings move within a com-
puter-generated channel of three green
lines. The slope of the line shows the
average annualized growth rate. The
width betweentheupper andlower outer
green linesidentify earnings volatility.
Arisingearningsslopewithinrelatively
narrow outer linessignifiesstableearn-
ings growth.

The information on both the price

FIGURE 2: OPTION PRO-
JECTION CHART. This
chart projects price and
earnings channels as well
~I|| as the in-at and out-of-the-
money put (magenta lines)
andcall (cyanlines) options
into the future. An option
chain that displays up to
five expiration dates is also
built into the program.

and the earnings growth channels is
produced totally by the software. User
inputs are mainly confined to selecting
varioustimeframesthat rangefromone
month to several years. Many of the
popular indicators are available from a
selection list.

Legend: Thetext legend located un-
der thesymbol list ontherighthand side
of the chart shows the stock and the
exchangeonwhichit trades. A click on
one of thetabs gives abrief description
of the company with more de-
tailed information and current
news available viaadirect link
toMsN Money Central. Anicon
at the bottom of thelegend opens
an analysis of the stock and as-
sesses its current suitability for
long-term investing.

The price growth percentage
and earnings growth percent-
age information and also the
price and earnings consisten-
ciesonthelegendareespecially
important because they enable the user
tocomparesimilaritiesor discrepancies
between price and earnings in those
categorieswithinthespecifictimeframe
chosen. These are essential consider-
ations when selecting a stock.

An option component was added to
enhance the long-term investing por-
tion of the program. It featuresaunique
option projection chart that showsprice,
earnings, puts, calls, andleapsall onthe
same screen. (See Figure 2.) The price
and earningslines are extrapolated into
the future to estimate future price prob-
ability, assumingthat thecurrent growth
patterns continue.

The options fan lines represent pro-
jectionsof in-the-money, at-the-money,
and out-of-the-money options. Thecyan
lines represent calls and the magenta
linesrepresent puts. Each dotisan expi-
ration date. Cyan lines that fall well
below the yellow average price growth
channel suggest the opportunity for fu-
ture profits from acall option.

Click on a built-in option chain to
select any of fivefuture expiration dates.
In addition to the usual option categories
such asthe bid/ask price, intrinsic value
and the greeks, it includes a column that
showstheannualized premium. By com-
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paring the annualized premium of the
cost paid for the option to the expected
growth rate of the stock, the user isable
to evaluate whether an option istoo ex-
pensiverelative to its cost.

SHORT-TERM SWING TRADING

The short-term swing trading compo-
nent was developed in 1999 to accom-
modate changing market conditions
that wereidentified by Hoyt’ sbusiness
partner, Sunny Decker. Growing mar-
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identified a directional biasto the down-
side on Gammon Gold.

Based onitsprior profit performance,
the program rates the stock’ s reward to
risk potential in terms of its average per
trade profit relative to every dollar lost.
Ratings, which are displayed at the bot-
tom of the text legend box, fall within
four categories that range from loser to
excellent. A stock labeled “loser” has
madelessthanonedollar for every dollar
lost. A rating of excellent isreserved for

oneistriggered, the other acts as a stop-
loss. The software also computes both
thedollar andthepercentagerisk that lies
between the hash marks.

The short-term module contains
exit-stop settingsbased on both dollar
and percentage amounts. Once atrade
isinitiated, awhitearrow pointstothe
direction of the trade and the yellow
box in the text legend will show the
price at which to place a stop-loss.
The box beneath that will show the
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FIGURE 3: SHORT-TERM
SWING TRADE ON
GAMMON GOLD. Auto-
matic trendlines identify con-
solidating price and hash
marks locate support resis-
tance breakout points. The
text legend tells the exact
buy-stop and sell-stop entry
prices. Monitor the trade with
technical indicators such as
the MACD and the CCl.

profit on the current trade
calculated as the difference
between the entry price and
the buy- or sell-stop.

Users can monitor the trade
with any of several popular
technical indicators, check the
bottom of the text legend box
toseeif thecurrent day wasan
inside or outside range day or
one that had gapped, or click
on the current candle to seeif
it was part of a candlestick
pattern. And by using the ar-
rows located above the chart,

Buy & Hold 0.34
vs. Trading 273

b [Excelient 334 - |

it is possible to move backward and
B forward to see exactly what changes
took place from day to day.

FIGURE 4: SEASONAL

ket volatility led to an inter-
est in capturing shorter-term
price moves.

Unlike long-term invest-
ing, which works best with
lower volatility stocks and
steadily rising priceand earn-
ings growth, short-term trad-
ing works best with volatile
stocks that have pronounced
price swings.

The short-term swing mod-
ule defaults to a three-month
candlestick chart. (See Figure
3.) The user may select from
threetypesof short-term strate-

CYCLE CHART. The cycle
chart identifies average
price tendencies and also
specific entry and exit dates
and directions of recurring
seasonaltrades. The squig-
gly lines in the background
represent the price highs
and lows of each prior year
on which the yellow com-
posite average line is based.
A portion of the yellow line
changed color in October
when it found a seasonal
cycle trade on the Apple
stock.
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gies. Therecommended method isapivot
breakout fromlowvolatility. Inthat mode,
the software can automatically create
trendlines that identify price consolida
tions and display yellow hash marks at
short-term support and resistance pivot
points. If thereisadirectiona biasto the
breakout, aportion of the hash mark turns
adifferent color. InFigure 3, Best Choice

Jan  Feb Mar  Apr  HMay Jun Jul

stocksthat averagethree dollarsor more
for every dollar lost.

Because it is not aways possible to
predict the breskout direction, the text
boxestotheright display both abuy-stop
andasell-short stop-entry pricewhenthe
program identifies a short-term trade. If

Aug Sep DOct MNov Dec 0m | 118 15%
00 | 025 2%

SEASONAL CYCLE TRADES

Recurring events, those that occur with
great regul arity at approximately thesame
time year after year, produce seasonal
patterns. Seasonal events, such as the
Santa Claus raly, are common in the
stock indexesand some commodity mar-
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kets. However, the seasonal cycle com-
ponent in Best Choice, its most recent
program addition, takes that a giant step
further. It both locates and rates the sea-
sona cycle patterns found in stocks as
well as futures and indexes.

How isthispossible? Accordingtothe
videotutoria, with upto 10 yearsof data
per stock it was possible to divide each
into one-year segments. With each seg-
ment, the yearly high was considered
100% and the yearly low was zero per-
cent. Theneachday’ sclosecouldberated
asapercentageof therangeof theyear. A
10-year average of al those values can
identify where on the percentage scale
price might be on any given day. While
not aguarantee, an event that takes place
regularly increases the belief that it will
continue to occur in the future.

Ontheseasonal cyclicchart of Apple
Inc. in Figure 4, each of the curvy line
squigglesin the background represents
aspecific one-year segment. The more
linesonthescreen, thegreater thenum-
ber of years of dataavailablefor analy-
sis. Theyellow lineintheforegroundis
the composite average annual move-
ment of the stocks based on all the
individual yearly movements that are
represented by each curvy line. The
scale on the right shows where
theaverageyellow lineisinrela-
tion to the highs and lows of all
previousyears. Small green dots
show when earnings were an-
nounced.

Knowingwhenduringtheyear
an individual stock or commod-
ity price generally moves up or
downis, by itself, helpful trading infor-
mation, but the program goes beyond
that. It identifies the direction and the
exact entry and exit dates that are most
likely to produce aprofitable trade and,
inthetext legend box, displaysboth the
dollar and percentage amount it has
made or lost in each of the prior years.

Movethe pointer horizontally across
thepagetofindthebest seasonal for that
year or zoom in on any section of the
yellow line to see if a seasona cycle
occurs in that time period. If you see
something you like, just save it to a
current or new cycle list.

Best Choice searches for stocks and

database that meet user-
defined criteria.

commodities that have good seasonal
patterns, as not all do. The program
arrives at a rating for each seasonal
cycle by multiplying the percentage of
success by the profit percentage and
dividing that value by the number of
days in the trade. Ratings above 4 are
considered excellent and colored green,
arating of good is colored light blue,
andpink or light red appearsif therating
is poor. The color of the rating will
appear asahighlight ontheyellow line
aswell asin the text legend area.

Because ratings are based on the av-
erage profit or loss, one or two years of
unusual price behavior can distort the
results. A tab onthetext legend bringsup
alist of the dollar and percentage profit
or loss that has occurred during each
prior year of theseasonal trade. Withthat
information, the user can easily spot
whether onegood or bad year skewedthe
dataor whether the seasonal worksbetter
during certain market conditions.

The chart of Apple identifies a 26-
day period in the October—November
time frame during which the stock has
seenaprofitableup moveevery year for
the past 10 years (Figure 4). While not
exactly a crystal ball into the future,
upward movement 10 out of 10 years

$8.13in 2004, afar cry from the almost
$20 profitin2007. (Thank you, iPod and
iPhone.)

The seasonal cycle module offersno
built-in stop-loss mechanism for the
cycle trades. The training video sug-
gests checking the built-in option chain
for at- or out-of-the-money options to
leverage price and minimize risk as an
alternative to buying or short-selling
thestock outright. It also advocateslim-
iting risk even further by exiting the
trade if the value of the option dropsto
50% of the purchase price.

WIZARDRY

So how do you find the cream of the
crop? The answer: Ask the wizards.
Best Choice contains two search en-
gines, called “wizards,” one for stock
selectionandtheother for seasonal cycle
trades. The wizards search the various
databases to locate trading candidates
that meet specific conditions and, once
found, save them to user lists.

The program contains several built-
in user liststhat contain the symbols of
stocks, futures, and mutual funds. How-
ever, to find those that would seem to
have the highest probability of success
for each trader’ s specific goalsrequires
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suggestsahigh probability that thetime
framewill beprofitable, boosting trader
confidence. However, it shouldnot blind
the user to the reality that atendency is
not a certainty and not all profits are
created equal. Asin the case of Apple,
theprofitwasonly fivecentsin2003 and

customized user lists.

Bluewizard: Theiconthat displaysa
blue wizard creates the search condi-
tionsfor stocks, commodities, and mu-
tual funds. It contains 23 search condi-
tionsfor long-terminvesting, 21 search
criteriafor short-termtrading, and eight
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conditions that can apply to both long-
term and short-term trades. The condi-
tion set can be saved to a separate list.
A vertical scale like the one seen in
Figure5isdisplayed whenever the user
selects a condition that requires a nu-
mericrangeor percentage. Theuser can
set and identify the parameters of the
scalewith the bluefill in color by mov-
ing the arrow keys from the bottom up
and/or from the top down. Below the

PRODUCT REVIEW

ard. Reindexing prior toinitiating anew
search makes certain the wizard scans
the most recent data. The process may
takefrom 10 minutesto an hour, depend-
ing on computer speed and thesizeof the
database. Short-termtradersmay needto
reindex at least once aweek, especially
during volatile market conditions.

Pink cyclewizard: Thecyclewizard
eliminatesthe need for atime-consum-
ing manual search. It will search any

FIGURE 6: PINK CYCLE
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vertical scale, the program dis-
plays the number of securities
within the database that meet
those parameters.

Everything about this selec-
tion process is fast and easy.
The software produces the in-
formationasquickly asyou can
add the criteria. Typein anamefor the
results list and the stocks are saved
instantaneously to the newly named list
and added to the user list.

The stocks, commodities, or mutual
fundswithin each user list can be sorted
not only by their symbol, but by 17
other categories including volatility,
pricelearnings ratio, extreme percent-
age, and price or earnings consistency.

Theprogramrequiresaperiodicmain-
tenance routine called “reindexing” in
order for the wizard to maintain its
accuracy. Daily downloading of price
data or changes to the default program
criteriacausethe databaseto changebut
does not automatically update the wiz-

Traders looking for a program
that assists with decision

making will find Best Choice
Software a prime candidate.

user list created by the blue wizard to
locate all seasonal cycle trades. That
makesit possibletofind stocks, exchange
traded funds (ETFs), mutua funds, fu-
tures, or indexesof interest and then use
the cycle wizard to zero in on the best
timesthroughout theyear to tradethem.

Theuser setsthecyclewizard param-
eterstothenumber of daysinatrade, the
minimumrating, thenumber and percent
of winning trades, the average percent
return per trade, the minimum number of
years to check, and the minimum num-
ber of winning trades. (See Figure 6.)
Then watch asthe cycle wizard quickly
scans each symbol inthe user list tofind
all possible seasonal tradesthat meet the

user-defined parameters. As a seasonal
tradeisfound, thecyclewizard separates
them into the months they occur.

Thewizard then storesitsfindingsin
a convenient summary of cycle trades
that occur in each month. Click on the
monthto seeadropdownlist that displays
the symbol, the entry and exit dates of the
long and short trades, the number of days
inthetrade, thepercent of winning trades,
and the average percent profit. Sort the
dropdown list by date, rating, winning
percent, or profit percent.

SUMMARY
From its price and earnings channelsto
its options projection chart to its sea-
sonal cycle trades, Best Choice con-
tains several innovative features not
found in other software. These provide
a window into the future that offers
intriguing possibilities for trading op-
portunities. Certainly, theseasonal cycle
trade component, with its ability to di-
rect user focusto arelatively short-term
trading period, lends itself to both op-
tion and equity tradesand seemsanatu-
ral for today’ s market conditions.

| was also impressed with the speed
of theprogram. Chartspopped up asfast
asyou couldclick onthesymbol, move-
ment from one program module to an-
other wasseamless, and theoutput from
the wizards was fast enough to satisfy
even a Harry Potter fan.

Asidefromanoccasiona problemwhen
| clicked on achart in away that created
an error message and booted me out of
the program, the software ran smoothly.

Traders who are looking for a pro-
gram that assists with decision making
by quickly identifying potentially profit-
abletrading opportunitieswill find Best
Choice Software a prime candidate.

Barbara Star is a frequent contributor
to Srocks & CoMMODITIES. Shetrades
part-time and provides individual in-
struction and consultation to those in-
terested in the technical analysis of the
financial markets. She can be reached
at 818 224-4070 or by email at
star4070@aol .com.
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