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MARKET TECHNOLOGIES, LLC

5807 Old Pasco Rd.

Wesley Chapel, FL 33544

Phone: 800 732-5407; Australia: 800
992-327; United Kingdom: 0 800 0186-
502; all other countries: 813 973-0496
Email: info@TraderTech.com
Internet: www.TraderTech.com
Product: Trend forecasting software
for futures, forex, ETFs, and equities
markets using intermarket analysis and
neural network technology
Requirements: Windows XP/2000,
512M+ RAM, 400M+ hard-drive disk
space, Internet access (end-of-day data
downloads), subscription to data
provider (Commodity Research Bureau
or Commodity Systems, Inc.)

Price: $3,900 for initial category
(additional categories extra)

by Phil Crosby, CFA

arket Technologies' flag-
ship product, VantagePoint
Intermarket Analysis Soft-
ware, has been reviewed a
number of times, but ver-
sion 7.0 has so many new features it
deservesareview of its own. Enhance-
ments from version 6.0 include the ad-
dition of long-term forecasts, the major
technical indicators, and many leading
stocks from the Standard & Poor’ s 500
aswell asanew ook built around port-
foliosthat give the user easier accessto
charts and more flexibility in working
with them.

One thing that has not changed is
VantagePoint’ sfoundation: I ntermarket
analysisusing neural network technol-
ogy to analyze multiple related mar-
kets to look for patterns that hint at
where a target market is headed.
That’s the same concept that com-
pany founder and trading technology
pioneer Louis Mendelsohn has used
since he released the first version of
VantagePoint in 1991.

\Y

PRODUCT REVIEW

VantagePoint 7.0

PRODUCT OVERVIEW
VantagePoint 7.0 forecasts the outlook
for more than 200 markets across 19 cat-
egories, including most major commod-
ity and financia futures, forex pairs, ex-
change-traded funds (ETFs), and equities
withinninestock sectors. Withinthecom-
modity futures arena, VantagePoint pro-
videsforecastsfor energies, grains, mesats,
metals, and softs. In financials, forecasts
are provided for currency futures, ETFs,
forex pairs, indexes, and interest rates. In
stocks, forecasts are provided for indi-
vidual equitieswithinthebasic materials,
conglomerates, consumer goods,
financias, health care, industria goods,
services, technology, and utilities areas.

Theseforecastsare provided for each
of these markets:

e Neural index: The predicted
index is 1 if the three-day mov-
ing average of priceintwo days
isforecast to be greater than the
current three-day moving aver-
age (and reverse for zero).

e Predicted strength: Indicates
how much the future three-day
price average used in the neural
index will begreater than or less
than the current average.

e Predicted short-term trend:
Two-day averageof pricesfore-
cast one day ahead.

e Predicted medium-term trend:
Four-day averageof pricesfore-
cast two days ahead.

e Predicted long-term trend:
Eight-day averageof pricesfour
days ahead.

e Predictedhigh: Nextday’ shigh.

e Predicted low: Next day’slow.

e Predictedindicators: Forecasts
for tripleexponential moving av-
erage (EMA) crossovers(4-9-18
days), moving average conver-
gence/divergence (MACD),
stochastics, andrelativestrength
index (Rsl).

Market Technologies claims 80%
accuracy across markets over time in
determining near-term market trends.
This claim got my attention so | put
VantagePoint to the test, using the cat-
egory that forecasts trends across 13
ETFsthat | trade frequently. The neural
index is the basis of these claims so |
tested theindex accuracy from Novem-
ber 2005 through November 2006 for
all 13 ETF markets and found the index
to be accurate anywhere from 77% to
84% of the time — right in line with
Market Technologies' claim.

Following the ETF test, | continued
totest the accuracy of the neural index
across other randomly selected
VantagePoint market forecasts. The
neural index for natural gas futures
was 79% accurate, the euro/US dollar
forex pair was 82% accurate, the 10-
year Treasury forecast was 78% accu-
rate, the Dow Chemical stock was78%
accurate, and the Apple Computer
stock was82% accurate. | didn’t check
the accuracy for all 200 markets, but
given the results from this sample, |
am inclined to give the benefit of a
doubt to VantagePoint’s accuracy
claim for the rest.

In addition to testing the accuracy of
the neural index, | also tested the pre-
dicted high and low for the next day, as
well as the predicted short-, medium-,
and long-term trend datafor the ETFsin
VantagePoint’ s database. Although the
accuracy of these predictionsvaried on
any givenday, thesevariancestended to
cancel each other out over a year of
predictions so the average amount that
the predictions varied from actual val-
ues was close to zero.

However, one point must be empha-
sized: Just being ableto predict anear-
term trend with some accuracy does
not guarantee instant profits.
VantagePoint still requires the trader
to work to develop profitable trading
strategies. It is not a trading system,
but the datait generates gives atrader
some strategy development ammuni-
tion. VantagePoint data can also be
easily imported into Excel worksheets
for further analysis and incorporated
into external trading models, some-
thing | have found useful.
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L OOK AND FEEL

Figure 1 shows a typical screen from
VantagePoint 7.0. A “marketstree” on
the left lists the various markets avail-
able for forecast data, while a handy
portfoliofeatureallowstheuser togroup
various charts and reports for different
markets into separate folders, making
retrieval for commonly used groups of
data easy.

The right side of Figure 1 shows an
example chart for the iShares Russell
2000 ETF (lwm) with the predicted
medium-term trend (blue line) moving
above and below the actual medium-
termtrend. What may not beclear isthat
this predicted trendline was generated
inadvanceof actual data(itisafour-day
averagepredicted twodaysinadvance).
The chart shows a history of that pre-
dicted trendline as well as the current
trade day’ s prediction.

Also shown on the bottom of the
chart are the neural index (gray line)
that moves between 1 and zero as
V antagePoint adjustsitsthree-day mov-
ing average prediction each trade day
and an oscillator that tracks the differ-
ence between the predicted and actual
medium-termtrend prices. Thisoscilla-
tor and othersprovided by V antagePoint
7.0 can be quite useful in developing
trading strategies.

USING VANTAGEPOINT
Although VantagePoint providesfairly
accurateforecasting data, usingthat data
successfully takes work and skill. A
basic strategy in VantagePoint isto use
thecrossoversof thepredictedtrendlines
aboveand bel ow theactual trendlinesto
generate trading signals. However, af-
ter backtesting thisapproachfor the ETF
markets, more sophisticated analysis
appears to be required to get the most
successful results.

To illustrate how VantagePoint 7.0
can be used in trading, | developed a
coupleof different strategiesthat might
be successful. Given the amount and
quality of the VantagePoint data, | sus-
pect thereareother strategiesthat enter-
prising traders could develop to suit
their own trading style and personality.

Strategy 1 is simple, involving only
the neural index and predicted strength
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FIGURE 1: VANTAGEPOINT 7.0. Here you see what a typical screen looks like.

indicators to determine whether to be
long or short a particular market the
next day. If the neural index is 1 at the
end of theday and thepredicted strength
issomewhat greater than zero (showing
that the neural index value is signifi-
cant), the trader would initiate (or con-
tinueto haveopen) along position at the
next open. Conversely, if the neural
index is zero and the strength is some-
what less than zero, the trader would
initiate (or continue to have open) a
short position at the next open.
Thissimple*awaysin” strategy does
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not work for all securities, but | found
that it doeswork fairly effectively for a
number of the ETF marketsthat | tested
(see Figure 2 for an example).

Strategy 2 isadlightly more sophisti-
cated strategy that usesthe oscillation of
the spread between the predicted trend
and the actud trend to generate long,
short and no-trade signals. Unlike strat-
egy 1, thissendssignalstotake positions
only at selected times. Figure 3 illus-
trates this strategy using the spread be-
tween the predicted medium-term trend
and the actual medium-term trend (re-
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FIGURE 2: “ALWAYS IN” STRATEGY. This strategy was created with the intention of being either long or short
the market the following day. This strategy may not work for all securities, however.
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ferredtoas* PTMDiff” by VantagePoint)
to trade the iShares Russell 2000 ETF
(lwm).

When PTMDIff turns up, the model
signals that a long position should be
taken at the next open. This position is
kept until PTMDiff reaches a certain
value (indicating a short-term top is
near) or turnsdown. If thiscertainvalue
of PrMDiff is reached but PTmDiff is
still moving up (indicating potentially
overbought), the model issues a no-
trade signal, meaning that the position
should be exited at the next open.

Conversely, when the PTMDiff turns
down, the model issues ashort position
signal to be taken at the next open. This
short position isretained until PTmDiff
turnsup again or until PrmDiff reaches
acertain (minimum) value. If this cer-
tain value is reached and PTmDiff con-
tinuesto move down (indicating poten-
tially oversold), the model issues a no-
tradesignal, indicating that the position
should be covered at the next open. The
cycle then repeatsitself when PTmDiff
turns up again.

Note: Each of these strategies needs
to be backtested, validated, and opti-
mized for each market of interest. And
past results are no guarantee of future
success.

INTERMARKET AND

NEURAL NET

VantagePoint 7.0 providesaccurateshort-
term forecast data across many markets.
Accurate forecasts are difficult to de-
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FIGURE 3: PREDICTED VS. ACTUAL TREND. Here you see how the spread between the predicted and actual

trend generates trading signals.

velop, but VantagePoint's strategy of
using intermarket analysis is based on
sound logic and seems to work well.
VantagePoint does not provide trading
signalsbut providesdatathat canbeused
to develop trading signals. To use the
tool, a trader should be proficient in
developing trading models using
VantagePoint data as an input.

Inaddition, thefact that \VV antagePoint
forecastsarebased onintermarket analy-
sis and neural net technology means
that the data generated may be fairly
uncorrelated with most indicators cur-
rently used by traders. Consequently, it
may provideagood mechanismto cross-
check or enhance existing trading strat-
egiesthat are aready in use.

At $3,900 for the core tool and an
initial forecast category, VantagePoint
7.0isn’'tinexpensive, but when the pre-
dictions are applied properly, a trader
should beabletorecouptheinvestment.

Phil Crosby runs a private partnership
and uses VantagePoint among histrad-

ing tools.
S&C
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