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DiscLAIMER

This book is an educational document. Nothing in this book is intended as, nor should it
be construed to be, investment advice.

The views expressed herein are the personal views of Dr. Howard B. Bandy. Neither the
author nor the publisher, Blue Owl Press, Inc.,, have any commercial interest in any of the
products mentioned. All of the products described were purchased by the author at regu-
lar retail prices.

Investing and trading is risky and can result in loss of principal. Neither this book in its
entirety, nor any portion thereof, nor any follow-on discussion or correspondence related
to this book, is intended to be a recommendation to invest or trade mutual funds, ex-
change traded funds (ETFs), stocks, commodities, options, or any other financial instru-
ment. Neither the author nor the publisher will accept any responsibility for losses which
might result from applications of the ideas expressed in the book or from techniques or
trading systems described in the book.

The programs used as examples have been tested and are believed to be correct. Even
so, this book may contain typographical errors and other inaccuracies. Past performance,
whether hypothetical, simulated, backtested, or actual, is no guarantee of future results.
Results will depend on the specific data series used. Please verify the accuracy and cor-
rectness of all programs before using them to trade.
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Preface and Introduction

This book is intended to be a tutorial. Topics included and detail covered involved com-
promises between elementary and advanced, narrow and broad, superficial and in-depth.
Those chosen are practical examples of tasks that you will be performing regularly. For
additional tutorials, visit the written tutorials and video tutorials at the AmiBroker website.

For a more complete reference, see the AmiBroker User’s Guide and the AmiBroker Refer-
ence, both available at www.amibroker.com.

This book is task oriented, rather than software oriented. Many operations can be per-
formed in more than one way. When making a choice, clarity was chosen over efficiency.
This book is not intended to be read cover-to-cover, as a novel would be read. It is intended
to be a series of tutorials and reminders covering operation of AmiBroker.

The examples use a lot of screen capture images, variously annotated with numbered
steps, highlights, and arrows.

INTENDED AUDIENCE

People wanting:
* Description of AmiBroker.
¢ Description of the capabilities of AmiBroker.
¢ Tutorial on installing and setting up AmiBroker.
¢ Tutorial on setting up databases with free data.
¢ Tutorial on setting up subscription end-of-day databases.
¢ Tutorial on setting up real-time data feeds.
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¢ Tutorial on the basic charting.

¢ Tutorial and reference on the Graphical User Interface - GUL
¢ Tutorial on applying formulas and indicators to charts.

e Tutorial on the AmiBroker Formula Language - AFL.

¢ Introduction to technical analysis.

¢ Introduction to design of trading systems.

¢ Tutorial on backtesting trading systems.

¢ Tutorial on optimizing trading systems.

¢ Tutorial on validating trading systems.

e Examples of trading systems.

ASSUMPTIONS

While this book is intended to be a tutorial on AmiBroker, the reader is expected to be
reasonably familiar with:

¢ Computer operations.

* Basic techniques used with the Windows operating system, such as the menu
system, drag-and-drop, navigating through the file system.

* A basic text editor, such as Windows Notepad.
* A spreadsheet, such as Excel.
¢ Basic trading methods and terminology.

WHAT vOU WILL FIND IN THIS BOOK
SecTiON I - Getting Started.
Chapter 1 - An overview of AmiBroker - its features and capabilities.

Chapter 2 - Tutorials describing the installation of AmiBroker, setting up databases using
free end-of-day and intraday data, setting up databases using subscription end-of-day
data, and setting up databases using subscription real-time data.

Chapter 3 - There are ten examples of useful things you can do with AmiBroker in just a
few minutes, even if you are using the trial version. These range from manipulating the
charts to applying on-screen indicators to testing and optimizing trading systems. Every-
thing is laid out, click-by-click, with screen captures to illustrate each step.
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SecTioN II - Charting,.

Chapter 4 - AmiBroker chart structure.

Chapter 5 - Graphical User Interface.

SecTioN III — Analysis.

Chapter 6 - A short introduction to technical analysis.
Chapter 7 - An overview of trading system development.

Chapter 8 - AmiBroker Formula Language, including its structure and syntax. AFL is used
to write code to create your own custom charts and trading systems. This section is part
tutorial and part programming manual.

Chapter 9 - AmiBroker’s Analysis tools, including backtest, optimization, and walk for-
ward validation.

Chapter 10 - Guidelines to help system development and ready-to-use programs you can
use as starting points for your own system development.

WHAT YOU WILL NOT FIND IN THE THIS BOOK

AmiBroker has so much to offer that this book could easily have been expanded by several
hundred pages. Readers looking for coverage of topics such as the Custom Backtester, Dy-
namic Data Exchange, low-level graphics, scripting, and the Automated Trading Interface
will have to wait for another book. Readers looking for coverage of topics such as different
types of trading systems, trading system testing, trading system validation, analysis of
system health, determination of position size, and the creation of C++ routines and Dy-
namic Link Libraries are referred to the author’s companion books, Quantitative Trading
Systems, Mean Reversion Trading Systems, Modeling Trading System Performance.

SOME CONVENTIONS

AmiBroker can be used with any tradable, including stocks, mutual funds, closed end
funds, exchange traded funds, commodities, futures, and Forex. For ease of writing and
reading, the terms stock, symbol, issue, or ticker are often used to mean any tradable is-
sue. When it is important to distinguish between different tradables, specific details are
given.

AmiBroker is distributed and used world-wide. With the exception of setting up the data-
base to reflect the local tradables and exchanges, most of the operations of AmiBroker are
independent of location. The author of this book resides in the United States and most of
his experience is with trading in the US, which may shape some of the perspective of this
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book. Apologies in advance for any inadvertent mistakes or misleading statements due to
his limited background — no discrimination of any kind is intended.

VERSIONS USED
AmiBroker 5.50.5.
AmiQuote 3.03.

AmiBroker is regularly expanded and improved. During the life of this edition of the
book, the features, capabilities, screens, and commands, will undoubtedly change some-
what. Every attempt was made to write in such a way that the book will be useful for a
long time and will not soon become obsolete as new versions of the program are released.
But there will be changes in the program that are not reflected in the book.

For the latest and official documentation, please refer to the latest editions of the AmiBro-
ker User’s Guide, the on-line help files, and the tutorials, all of which can be found on the
AmiBroker web site: www.amibroker.com.

THE AUTHOR
Dr. Howard Bandy:

* Has university degrees in mathematics, physics, engineering, and computer sci-
ence.

* Has specialized in artificial intelligence, applied mathematics, modeling and
simulation.

* Was professor of computer science and mathematics, and a university dean.

¢ Designed and programmed a well-known program for stock selection and tim-
ing.

* Was a senior research analyst for a CTA trading firm.

THE SECOND EDITION

The first edition of Introduction to AmiBroker was published in 2008 when the current ver-
sion was 5.10. With the modifications, changes, and improvements to AmiBroker, par-
ticularly the new interface for the Automated Analysis features, a revision to this book
became necessary.

Publishers who contract for printing and take delivery of the books have a trade-off to
consider. In order to obtain a low price for the printing, a large order should be placed; in
order to maintain flexibility and not risk wasting too much inventory when a new edition
is published, a small inventory should be held. The first edition was about 600 pages and
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a press run of several thousand copies was delivered to us. It was expensive to print and
expensive to ship.

The audience for Introduction to AmiBroker is specialized, with customers for the book
drawn primarily from people who are new customers for the software. Because a large
portion of the prospective customer base has already been satisfied and AmiBroker will
continue to change, the next press run of printed books would necessarily be smaller,
and consequently more expensive. After considering all our alternatives, we decided to
reduce the size of the book (primarily by reducing the reference section) and make the sec-
ond edition available as a free download in the form of a pdf file. It has been formatted so
that it will print on either letter size or A4 size paper. Please note that while the download
is free for personal use, the book is not being placed into the public domain. Blue Owl
Press holds the copyright. Distribution of the pdf file and of printed copies is permitted
provided the entire content of each page, including the copyright notice, is retained and
there is no cost, not even for materials used, to the recipient.

Readers who appreciate this book are encouraged to visit our websites and learn about the
other materials available at www.BlueOwlPress.com
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Chapter 1

Overview of AmiBroker

AmiBroker is a powerful, comprehensive trading system development platform. It has
cutting edge charting and graphics, and fast, flexible and powerful portfolio-level back-
testing, optimization, and automated walk forward validation. Its purpose is to help in-
vestors and traders identify profitable opportunities to buy and sell. It includes an exten-
sive library of technical indicators that can be plotted along with the price chart as well
as tested for profitability in a trading system. It has all the tools needed to chart, test, and
trade stocks, exchange traded funds, mutual funds, commodities, and Forex.

AmiBroker has two primary modes of operation — charting and formula evaluation. The
data it works with are the price and volume records of buy and sell transactions for stocks,
mutual funds, and other tradable issues.

In its charting mode, historical price and volume data are displayed on the computer mon-
itor along with technical indicators. The analyst looks for promising patterns and condi-
tions.

In its formula evaluation mode, patterns, conditions, and rules are described using a pro-
gramming language and written into a computer program. The program analyzes the
price and volume data and reports on the profitability of the rules. When profitable trad-
ing systems have been found, it scans the group of stocks that are of interest to the trader
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and lists the current buy and sell signals. If desired, AmiBroker can send orders based on
these signals directly to a broker for execution.

AmiBroker is unique among trading system development platforms in that the same code
displays the indicators, tests the profitability, issues the buy and sell signals and sends the
orders. It is an easy transition from chart to analysis to execution.

AmiBroker runs under Windows, including versions 95, 98, Millennium, 2000, NT, XP,
Vista, and Windows 7. Both 32 bit and 64 bit operating systems are supported.

Any system that runs Windows efficiently will run AmiBroker efficiently.

PROFESSIONAL AND STANDARD EDITIONS
* Both support intraday as well as end-of-day data

e Standard meets most needs

* Professional is required for

Tick charts and bars 15 seconds or shorter
MAE / MFE charts

64 bit AmiBroker

Unlimited real-time quotes

Unlimited time and sales

Get real time data

Wait for backfill

Dara Feeps
* Accepts data from any exchange in the world

* Close integration with major subscription data vendors

Copyright © 2012 Blue Owl Press, Inc.
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DTN IQFeed

Interactive Brokers

myTrack

Quote Tracker

Any DDE-enabled data feed

Download a free copy from www.IntroductionToAmiBroker.com

1-2



Introduction to AmiBroker

Chapter 1 - Overview of AmiBroker

¢ AmiQuote downloader provides access to free quotes from major world
exchanges

*  Yahoo Finance
¢ Google Finance
¢ MSN Money Central
¢ Built-in importer for MetaStock format data
e ASCII import wizard reads any ASCII data format

DATABASES
¢ End-of-day data
¢ Intra-day data
* Any number of databases
* Any number of symbols
* Add or remove issues
¢ Split and distribution adjustment
¢ Unlimited history of price quotes
e (Quotation editor
¢ Company information

e Fundamental information

PERFORMANCE
* Multi-threaded operation
e Fast execution of AFL code
¢ Fast chart drawing
e Robust and stable

CHARTING
e Multiple chart panes
* Multiple time frames
¢ Live updating
¢  Windows GUI standards
¢ Intraday, daily, weekly, monthly
e Line, bar, candlestick
¢ Fast zooming and scrolling
¢ Custom or automatic scaling
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Built-in indicators

Simple moving average

Exponential moving average

Adaptive moving average
Rate of change (ROC)
Wilder’s Relative Strength Indicator (RSI)

Moving Average Convergence-Divergence Oscillator (MACD)

On Balance Volume (OBV)
Commodity Channel Index (CCI)
Money Flow Index (MFI)

Bollinger Bands
Stochastics

Parabolic Stop and Reverse (SAR)

Relative strength

Overlay indicators over price charts

Overlay indicators over other indicators

Configurable indicators

Drag and drop tools
Chart study tools

Trend lines

Regression channels

Text on chart

Fibonacci retracements

Gann squares

Chart studies are saved with the chart

Charts independently scalable

AFL (AMIBROKER FORMULA LANGUAGE)

Copyright © 2012 Blue Owl Press, Inc.
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Pattern-detection
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¢ Trade management
* [Extensive library of pre-written code
¢ Create your own indicators, trading systems, and commentaries
¢ Single code base for indicators, systems, commentaries
¢ User-defined functions
¢ Unlimited variables
¢ Unlimited nesting of function calls
* Local and global variables
¢ Multiple time frames
¢ Indicator builder
¢ Create and plot indicators
¢ Control axes, scales, color, line style
¢ Show Buy and Sell signals on charts
¢ Code stored in clear-text
® Built-in formula editor
* Any editor can be used
* Debugging, tracing, and profiling tools
¢ Extendable through Dynamic Link Libraries (DLL)

ALERTS
e Formula-based alerts
e Display to screen
¢ Play sound
e Send e-mail
e Send order to automated trade execution

SCANNING
e Review your database for your buy and sell signals
¢ Time window can be specified

EXPLORING
* Search your database for conditions you specify
* Report results
e Multiple-key sorting

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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BACKTESTING
¢ Test profitability of trading system
¢ Single issue or group of issues you define
* Long, short, or both
* Buy and sell arrows on charts
® Built-in trailing exits and stops
¢ Realistic slippage and commission
¢ Portfolio level fully supported
* DPosition sizing
¢ Optimization
¢ Full search of parameter space
* Non-exhaustive search
o Particle Swarm Optimization (PSO)
o Covariance Matrix Adaptation Evolutionary Strategy (CMAE)
¢ Single issue or portfolio
¢ 3-D presentation of results
* Multiple time frame
* Equity curve creation
¢ Equity curve input to trading system
e  Walk forward testing
¢ Over 20 built-in metrics
¢ User-definable metrics
¢ Fast execution
® Detailed reporting
* Report explorer
e Export results for further analysis

AUTOMATED TRADING
e Interfaces to on-line brokers

SCRIPTING
* Jscript (JavaScript)
* VBScript (Visual Basic Scripting)
* Scripts embeddable in AFL programs
¢ OLE (Object Linking and Embedding) Automation

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com

1-6



Introduction to AmiBroker

Chapter 1 - Overview of AmiBroker

¢ Call COM (Component Object Model) objects from AFL
¢ Create and automate database management tools

CONFIGURABILITY
¢ Almost everything is configurable and customizable
¢ Standard Windows operations
¢ Charts can be arranged as you wish them to be
¢ Not tied to a specific exchange or data provider

¢ Indicators are parameter driven

AccouNT MANAGER
¢ Track your investments
¢ (Calculate commissions, dividends, deposits, withdrawals

INTERNET INTEGRATION
® Built-in web browser for company research
¢ Configurable settings

PriciNG (As oF AucusT 2012)
Fully functional, no cost, 30 day trial

¢ New one-time license:
¢ Standard Edition: $199
* Professional Edition: $279
¢ Free upgrades for one year from purchase

Renewal license (to continue upgrades): half price

Install on all your personal computers

Access to members only websites

ORDERING

Visit www.amibroker.com/order.phyp. This secure site accepts your payment using any major
credit card, check, or bank transfer.

DELIVERY

After paying the registration fee, you will receive a personalized keyfile by e-mail. Install-
ing the keyfile converts your trialware version to a registered version. No other down-
loads are required. If desired, a backup CD ROM can be ordered.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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SUPPORT
¢ Unlimited support for installation issues via e-mail
¢ Unlimited support for basic usage issues via e-mail
¢ Interactive help anywhere in AmiBroker (F1 key)

¢ AmiBroker website support page
www.amibroker.com/support.html

* On-line video tutorials (the URL is for one example - there are many)
www.amibroker.com/video/uicustomize.html

¢  On-line Users Guide
www.amibroker.com/quide/

¢ Knowledge base — provided by AmiBroker
www.amibroker.com/kb/

¢ Users Knowledge Base — provided by user community
www.amibroker.org/userkb/

* Yahoo discussion forum — over 12,000 members — about 1000 messages a month
finance.groups.yahoo.com/group/amibroker/
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Chapter 2

Installation

AmiBroker runs under Windows, including versions 95, 98, Millennium, 2000, NT, XP,
Vista, and Windows 7. Both 32 bit and 64 bit operating systems are supported.

All versions of AmiBroker — trial and registered, standard and professional, end-of-day
and real-time — begin with a visit to the AmiBroker web site and downloading the instal-
lation file.

Using your Internet browser, visit www.amibroker.com, then select the download tab. The
universal installer for the 32 bit version of AmiBroker supports:

¢ the trial version

¢ full and upgrade registered versions

¢ standard and professional version of AmiBroker
* both 32 bit and 64 bit versions of Windows

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Download the file, about g MB, to your computer. When the download is complete, dou-
ble-click the installation file (AmiBrokersso0.exe, or the latest version) to run the AmiBroker
Setup Wizard. Follow the directions and answer the prompts.

AmiSroxer

for Windows 7, Vista, XP, 2000, NT, 9x

weicome | features | news | RN
L

B NEW! AmiBroker 5.50 (official release) 32-bit

order | suppert |  faq | wishlist | lnks |

A

charting and analy

Stack charting and analysis pragram, trialware, 32-bit version. Works on both 32- and 64- bit Windows.
Universal installer for BOTH Standard and Professional versions.

File Version Rz‘::::e Size Platform Description
NEW AmiBroker 5 50 official
release
Standard & Professional Editions,
Windows 7 Full setup with program, help and
Windows Vista, | ©Xample files-
NEW! 5505 Windows xp. || Self-Extracting EXE
T Mard | MB | windows 2000,
AmiBroker | e | 2012 foszess | ettt e, | This universal installer supports:
5505 Windows NT,
Windows 9x o full installation
(both registered and trial)
e upgrade installation

This is official release version. Registered users have access to newer BETA versions released as often as
weekly. See Devlog section for more defails.

This setup file is digitally signed with Microsoft authenticode to ensure its infegrity and authenticity.

UPGRADE NOTICE: This version is a free upgrade only for users who registered after Sepfember 1st, 2009

For moregletagatlici bere

If you want the 64 bit version of AmiBroker, you will need the 64 bit version of Windows
and the Professional version of AmiBroker. Click the AmiBroker 64 bit installer link to
take you to the page with information and the downloader for the 64 bit program.

m/\w-mwm

b NEW! AmiBroker 5.50 (official release) 64-hit

See AmiBraker 64-bit version page
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Both AmiBroker and this author recommend accepting the default options and file loca-
tions during installation.

When the installation is complete, launch AmiBroker. The installation will have created
an AmiBroker icon on your desktop. Just double-click that. When AmiBroker starts, it dis-
plays a message that it is Standard Edition and Unregistered. This is the trial version, but
will be instantly converted to Registered (and Professional Edition, if you requested that)
when your AmiBroker Registration file is processed. In the mean time, AmiBroker is ready

for your use in Trial mode.
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mid-time, AND above long v AN N A/J { "
tme moving averages. Ia Ve / /- v \/ . \ <
The reatonship between S~ AN S | "
price and moving averages A / \/\/ - -/ =
is: bulsh in short-term, [AN / =
and bulish in mid-ong / n
term. ! P
~ | [ <[> W)\ Sheet 1 (Sheet 2’} Sheet3') Sheet4), Sheet5') Sheet 6') Sheet 7 ), Sheet8 / &|-s|-1] « > |
For Help, press F1 NYSE, Group 4, Services, Advertising # Data 838847:

AMIBROKER g4 BIT TRIAL VERSION
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AMIBROKER IN TrRIAL MODE

The trial version of AmiBroker is fully functional with a few exceptions.

¢ The trial version will run only 30 days. To run longer than that, it must be regis-
tered.

*  When processing multiple symbols, the maximum in the trial version is five; the
registered version handles an unlimited number.

¢ Changes, particularly to the database, will not be saved. Also, if you modify any
of the chart panes, the changes you made will not be saved when AmiBroker
closes.

To perform most of the operations described from this point on, you will need a registered
version of AmiBroker. But you can do useful work and evaluate AmiBroker using the
default database and the trial version. Chapter 3 - 30 Minutes to Useful Results, has some
suggestions.

REcGISTERING AMIBROKER

To purchase a license for AmiBroker, go to the AmiBroker website
www.amibroker.com and click the BuyNow button. After selecting the products and ver-
sions you want, and pay using your credit card, you will be sent an email that contains
links to the files that unlock the full capability of AmiBroker.

You can have both the 32 bit and 64 bit versions of AmiBroker installed on your computer.
But unless you have a specific need for both, I recommend that you pick one of them - the
64 bit version is preferable if your system will support it.

From AMIBROKER SUPPORT
Subject Your AmiBroker software key

7o howard@blucowlpress.com

Dear Howard Bandy,

INSTRUCTIONS HOW TO APPLY THE KEV FILE:

In order to activate the software please download

and run the software activation wizard from:
http://reg.amibroker.com/ABReg. exe?28k" '~

If you are running 64 bit version of AmiBroker on x64 Windows, please use 64-bit activation key from:
http://reg.amibroker. com/ABReg6 . exe?2" © i

Simply CLICK on the link(s) above, do not re-type manually as it is too easy to make a mistake.
After that, please start AmiBroker and choose Help->About menu to see your name displayed.

TMPORTANT:
Please DO NOT reveal this password and user name to anyone.

No-one from amibroker.com will ever request you to provide these details and any e-mail that is trying to
persuade you to reveal this information is hijack attempt.

Best regards,
Tomasz Janeczko
amibroker.com

(This is automatic e-mail generated by key file reminder service at http://wwu.amibroker.com/lostkey.html
If you did not request this information you are kindly asked to report that to: abuseflamibroker.com.)

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Download the registration file -- ABReg.exe for 32 bit, ABReg64.exe for 64 bit. With Ami-
Broker closed, run it. Reopen AmiBroker and click Help > About AmiBroker. The screen
will show that you have successfully registered.

AmiBroker 5.50

PROFESSIONAL EDITION x64
(Version 5.50.5, Build date: Mar 9 2012)

Registered to: Howard Bandy

Advanced technical analysis software.
Copyright © 1995-2012 AmiBroker.com. All rights resarved.
For more infarmation http://www.amibroker.com

Technical support: support@amibroker.com
This program uses Microsoft active scripting

AmiBroker Knowledge Base:
hittp:/fuevavs. amibroker.com/kb/

DerauLt DATABASE

When you install AmiBroker, a small database is also installed. Its name is Data and it
contains end-of-day price history for the stocks in the Dow Jones Industrial Average and
for the average itself. The date range is short and the quotes are not up-to-date. But it is
useful for verifying that the installation was successful and for investigating AmiBroker.

You will definitely want a longer history and more issues. You can have as many databases
as you wish. Data is one. You can expand it or add other databases.

I recommend creating a copy of the original Data database as it was distributed. To do
that, follow these steps. You will need a registered version to do this.

1.

Using Windows Explorer, navigate to the AmiBroker directory. If you accepted all
the defaults during installation, it is C:\Program Files\ AmiBroker.

With Explorer, using the File menu, click New, then Folder. A folder named New

Folder will be created.

Using Explorer, rename that to the name you want for the original database, for

example DataAsDistributed.

Using AmiBroker and its File menu, click SaveDataBaseAs, select the folder you
just created, DataAsDistributed, click OK. AmiBroker will make a copy of the Data
database in the folder DataAsDistributed.
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BLock DiAGRAM OF DATABASE

As the block diagram shows, AmiBroker has two levels of database files - native and ex-
ternal.

— S
S e
native
oo
AmiBroker
application
a—
Data
& @ usn
s
Write quotation data Data source switch
. Read/write other data ’ Read quotation data

The native database is maintained by AmiBroker and AmiQuote, and can be modified by
you using the Quote Editor within AmiBroker. The Data database is an AmiBroker native
database.

When you subscribe to a data provider, that provider will set up an external database that
they exclusively maintain. As AmiBroker needs quotes to place on a chart or process in a
backtest, the Data Plug-in reads the external database and passes the data to AmiBroker.

DaAtaBAsE SETuP - END-OF-DaAy

Setting up a database is a two step operation. Step one is establishing the database within
AmiBroker and specifying which tickers will be stored in it. Step two is filling the data-
base with historical price quotations. Depending on the processes being used, you may be
aware of the two separate steps, or they may be combined and appear to you as a single
step.

If you will be subscribing to a data service, such as Norgate Premium Data, the installation
procedure for that service will set up a database specifically for quotes from that service
and will be maintained by that service. We will discuss setting up a Premium Data data-
base in a few pages.

If you want to use one of the free data providers, such as Yahoo, you can either expand
Data or create a new database.

Free data may have no monetary cost, but consider the time and effort you will spend
maintaining the free data. Subscription data services provide not only the price and
volume data, but also manage tasks such as splits and correcting data errors. I recom-
mend subscribing to a high quality data provider. To my mind, the approximately $40
per month they charge is well worth while. Visit the AmiBroker website for a list of

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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supported data vendors, their products, and their fees. Choose one that provides the
data you need - stocks, mutual funds, ETFs, futures, Forex, end-of-day, real-time.
www.amibroker.com/guide/h _quotes.html

FrRee DaTaBASE USING AMIQUOTE

AmiQuote is a companion program to AmiBroker that manages downloading of price
quotes, from either Yahoo, Google, or msn, and storing those quotes in the AmiBroker
database.

Return to www.amibroker.com/download.html and download the setup file for AmiQuote.
The current version is 3.03.

W‘MMW‘AAHAH\{W}

P AmiQuote

Internet stock downloader program - companion to AmiBroker, trialware, 32-bit Windows version.
If you are using Windows 95, Intemet Explorer 4 or higher must be installed. Find out mare

File Version e Size A_Ilemallve Description
date sites

AmiQuote 3.03

Self-extracting archive

Now supports Yahao, Yahoo
Fundamentals, Yahoo Intraday

NEW! 3.03 May 22, 95KB (NEW), Google Finance, Google

AmiQuote 3.03 3 2012 Intraday (NEW), MSN Money Central

and Forex.

Fundamental data import feature
requires AmiBroker 4.81 or higher.

S ™ L W LW VI Y SN

Double-click aq3030.exe and follow the installation instructions, accepting the defaults. A
readme file will open and describe the latest features.

The procedure described here uses only the ticker symbol. If you are serious enough to
want the full name and industry category stored with the symbol, I assume you will be
using a subscription data service where all of that is provided for you automatically for
the majority of your data. The procedures explained here will let you create data files for
those few issues that your primary vendor does not supply.

Begin by deciding which issues you want in your database. Find or create a list of their
tickers. This does not need to be the final list — you will be able to add additional tickers
and historical data at any time in the future. For example, you might want all the stocks in
the Russell 1000 index — the 1000 largest capitalization stocks listed on US exchanges. (Ac-
cording to the Russell Investments website, www.russell.com, the Russell 1000 represents
approximately 92% of the US equities market. That website also has a list of the current
components of all the Russell indices.) Other lists you might want are the stocks in the
S&P 100, S&P 500, and Nasdaq 100. Visit www.blueowlpress.com/WordPress/ and click Re-
sources for links to lists of members of various categories.
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Many stocks are constituents of several indexes or lists. You only need one copy of the
historic price data for each issue. AmiBroker manages the lists and associations.

Ticker ONLY

This example updates the database named Data with data for the tickers in the Nasdaq
100 list.

1. Get the current list of constituents of the Nasdaq 100 from the London Stock
Exchange webpage.
www.londonstockexchange.com/exchange/prices-and-markets/international-markets/indi-
ces/home/nasdaq-100.html

2. Using a simple text editor, such as NotePad, or a spreadsheet, create a file with
one ticker per line. The tickers should be in all capital letters. Each ticker must be
spelled the same as your data provider spells it. Save that file in the AmiQuote
directory with a meaningful file name, such as Nasdaql00.tls. If you accepted all
the defaults during installation, that directory is C:\Program Files\ AmiBroker\
AmiQuote. Tls files are ordinary text files that are recognized by AmiBroker and
AmiQuote as containing lists of ticker symbols.

Nasdaql00.tls = I

RAPL
RDBE
RDP

RDSK
AKAM
ALTR
BALXN
REMAT
EMGN
BMZIN

g

3. Open AmiBroker.

4. Using the AmiBroker File menu, click Open Database, select the Data database,
click OK.

5. Leave AmiBroker open as the next steps are performed.

6. Decide the date you want the historical data to begin. If you plan to do extensive
trading system development, I suggest having at least ten years of data available.
The characteristics of the markets changed after the October 1987 crash, so data
before that date has limited value in developing systems for current conditions. A
starting date (From Date) of 1/1/1995 or 1/1/2000 might be reasonable. Use today’s
date for the end date (the To Date).
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7. Using the Windows Start menu, select the AmiQuote program and run it. You will

find it under All Programs > AmiBroker > AmiQuote > AmiQuote.

8. Using AmiQuote’s File menu, select Open. Then select the file with the tickers you

want to get historical data for, Nasdaql00.tls, and click Open.

€ AmiQuote - Untitled = B < |
File Edit View Tools Help
2= Ml SRy SR Y
Source: IYahoo Historical (EOD, stocks, funds, US & International (50)) LI
From | 1/ 1/2000 ~| To | 7j31/2012 ~ ] Interval (inraday)y 1 min ~| Runevery [0 min
Automaticimpert [V Max days: |60
Ticker | Status & Open ﬂ
Look in. | AmiQuote ﬂ +- cf B~
Name - Date modifiec *
4 Djiatls 3/28/2000 10:—
2 Djtals 3/28/2000 11
2 Djuadtls 3/28/2000 2:0/=
) FTSE100.tls 7/10/2000 2:2
2} Nasdaq100.tls 7/31/2012 9:2. +
4] 1 3
File name: [Nasdaq100tis
Files oftype:  [AmiQuote Ticker list (*is) -] Cancel
Ready NUM Y

Be sure that AmiBroker is running and that the database you want updated is
the current database. The name of the database in current use is displayed in the
status bar in the bottom right-hand corner of the AmiBroker window. If necessary,

use the AmiBroker File menu and open the desired database.

9. Be sure that the From and To dates are set as you want them, and that AmiQuote’s

Automatic Import box is Checked.
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10. Click the Green Triangle to begin the download.

@ AmiQuote - Nasdaq100.tls 3
File Edit View Tools Help

= = > ) |7

Source: |Yahuu Historical (EOD. stocks, funds. US & Intern

From [ 1/ 12000  ~|  To: [ 7312012 ~]

Automatic import v

Ticker \ Status

[¥] AAPL Waiting...
[¥] ADBE Waiting...
[¥] ADP Waiting...

[¥] ADSK Waiting...
[¥] AKAM Waiting...
[¥]ALTR Waiting...
[¥] ALXN Waiting...
[#]1AMAT Waiting...
[¥]AMGN Waiting...
[¥]AMZN Waiting...
[¥]ApPOL Waiting...

P Ve Ve VNV Vo W

[¥] ATVI Waiting...
[¥]AVGO Waiting...
BBBY Waiting...
BIDU Waiting...
BIB Waiting...
vl rmc Waitine

Re

You have asked for over 1,200 years of data, each with 252 sets of Open, High, Low,
Close, and Volume. Depending on the speed of your Internet connection, it will
take a few minutes to a few hours for the download to complete.

11. AmiQuote will inform you of the progress of the download. If the amount of data
stretches the capacity of your communications or your patience, divide the Nas-
daq100.tls file into several smaller files and work with each part in turn. As soon
as the data for any individual stock has been downloaded, it is immediately avail-
able for use within AmiBroker. You may continue to work with AmiBroker while
downloading proceeds.

When the download is complete, scroll through the Ticker Listin AmiQuote. If there
were problems with any of the tickers, there will be messages displayed. A common
problem is that the spelling of the ticker in the tls file is not the same as the spelling
the data provider uses. For example, the list supplied by the exchange used a period
when specifying the Class A stock, while Yahoo uses a dash character. Make a list
of all the tickers that did not download properly, spelling them as the data provider
spellsthem, and createafilenamed NewTickers.tls Add thetickers of any other stocks
you want. Using the same procedure, have AmiQuote download the new tickers.
A good source for researching companies and verifying tickers that will be down-
loaded from Yahoo is the Yahoo financial site. finance.yahoo.com/
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12. Close AmiQuote.

13. In AmiBroker, using the File menu, click Save Database.

Ticker, FuLL NAME, OTHER DATA

Rather than do this using free data, subscribe to one of the commercial data provider. In
the process of setting up their database, they will load the full name of the issue and as-
sign each stock to its proper market, industry, and group. Most of the services will store
additional information, such as number of shares outstanding, dividend, and so forth,
that you would have difficulty finding yourself.

ADDITIONAL SYMBOLS

Whenever you want to add issues to your free data database, use this procedure:

1. Enter their ticker symbols, one per line, in the file NewTickers.tls. (It is convenient
to keep all tls files in the AmiQuote directory.)

With AmiBroker running, open the database you want to add to.
Run AmiQuote.

Using AmiQuote’s File menu, open NewTickers.tls.

Set the From Date and To Date.

Check the Automatic Import box.

Click the Green Arrow to begin the download.

When the download is finished, close AmiQuote.

o »® N o O B W D

In AmiBroker, Save database.

AppiNG FuLL NaME
If you want to record the full name of the issue:

1. In AmiBroker, using the Symbol menu, select Information. The information win-
dow for this stock will open.

2. Edit the Full Name field.

AssSIGNING CATEGORIES

If you want to assign categories, in AmiBroker either:
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1. Using the Symbol menu, select Information.

2. In the Categories section, make whatever assignments you wish for the one ticker
you are working with.

1. Using the Symbol menu, select Organize Assignments.

2. Make whatever assignments you wish for the list of tickers you select.

Data UpPDATES

Once the database has been established and the historical data loaded, maintaining the
data by adding the latest quotes is very easy. In AmiBroker, using the Tools menu, select
AutoUpdateQuotes. AmiBroker will examine the database that is open, determine the
date range needed to bring the quotes for all the issues in this database up to current date,
and call AmiQuote to do the download. Since only a few days data is needed for each
ticker, the process takes only a short time.

Sources oF FRee DATA

The examples above illustrate using Yahoo as the source of historical data. There are other
sources. For US markets, msn and Google also provide free end-of-day historical data.
Google recently began offering free intra-day data. If you wish to use either of those
sources, use the pull down menu in AmiQuote to select one of them instead of Yahoo.
Keep in mind that consistency is important. Different data suppliers will have different
ways of preparing and presenting the data. For example, the volume multiplier may be
different, or the ticker spelling may be different. After you load your database with quotes
from one supplier, keep the database up-to-date using that same supplier.

ASCII IMPORT

There are two methods of importing ASCII data: the ASCII Import Wizard (file menu, Im-
port Wizard), and the full ASCII Importer (file menu, Import ASCII). The wizard is good
for one-off imports. Its features are a subset of the full importer. If you will be importing
the same files regularly, set up the full importer. (Note: the ASCII Import Wizard can cre-
ate a format definition file for later use with the ASCII Importer.)

Before you start, decide which database you want the imported data to go into. If you are
just practicing, create a test database and open it. Do not import into your high quality
database until you are confident the import procedure is working correctly.
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Download the data files and, if necessary, unzip or expand them. Open the files using a
text editor such as Notepad. There should be one quote per line, fields separated by space,
semicolon, or comma.

There may be a header line describing the fields. If not, identify the fields yourself. If
necessary, go to the site from which the data was obtained and read their documentation.

The date field is the trickiest. The wizard understands many formats. If your data is in
one of them, all you need to do is identify the order of month, day, and year. The codes are
DMY, MDY, YMD. If your data does not follow one of the recognized date formats, you
will need to reformat the date (for example, by using a spreadsheet) and rewrite the data
file before proceeding.

The year can be either four digits or two (the final two of the year). The month can be ei-
ther two digits or three characters (such as Dec or Jan). The day is two digits. The separa-
tor can be / (slash), \ (backslash), - (minus), or not separated at all.

Assume the date for one quote is December 31, 2000. YMD formats that are recognized
include:

20001231
2000-12-31
2000/12/31
2000-Dec-31
001231
00-12-31
00/12/31
00\12\31

If your data has a ticker symbol as a field in each line, the data will be stored under that
symbol. If there is not an explicit ticker, the file name will be used. If your data file is
downloaded as, for example, IBM.csv, the data will be stored as IBM. If your data file is
downloaded with a generic name, such as Table.csv (Yahoo uses this file name for all its
individual downloads), rename it before proceeding.

YaHoo HistoricaL Data DowNLOAD

The Yahoo site is a good place to get stock and index historical data.
finance.yahoo.com

Using the investing tab, select stocks. Under research tools, click historical quotes to get to
the page with historical data.
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Follow these steps to download the historical data for a stock or index:

1.
2.

Enter the ticker (say it is XOM)

Click GO

The screen will display the most recent data
Click Download to Spreadsheet.

On your desktop, or wherever your default directory to receive downloads is, you
will find a file named Table.csv.

Rename Table.csv to XOM.csv. Use capital letters if you want your symbol to be in
capitals.

Proceed to import XOM.csv into AmiBroker using either the ASCII Import Wizard
(see next section) or Import ASCIL

E‘ Hi, Howard ~ | Sign Out | Help Make ! My Homepage A B wai | Myv1 | i Vahoo!

YAHOO!, FINANCE fa [ Searchwen |

HOME INVESTING PERSONAL FINANCE MY PORTFOLIOS. EXCLUSIVES

| GetQuotes | Finance searcn
Dow #0.25% Nasdag 40.66%

Scaftrade [ e
avores LA @ Fidelity E#TRADE —

Trade Free
Summary
Order Book.
Optians Exxon Mobil Corporation (XOM) 4 Add to Portfolio | | EjLiks |57

} Historical Prices
CHARTS 86.91 :0.08 (0.07%) 4+:00P EDT | After Hours: 86.91 0.00 (0.00%) 4:45PW EDT - Nasdaq Real Time Price

Interactive

Basic Chart Historical Prices Get Histarical Prices for: XOM

Basic Tech. Analysis

NEWS & WIFO Set Date Range

Headlines -
Financial Blogs ©paiy
Company Events Start Date: Jan v 2 1970 Eg Jan1, 2010 (i ,_‘Weekly
Message Boards EndDate: Aug v 1 2012 ~) Monthly

Market Pulse ~) Dividends Only

COMPANY

Profile

Key Statistics | Next| Last

SEC Filings Prices

Competitors

Industry Date Open High Low Close Volume Adj Close*

G Aug 1,2012 87.12 87.45 36.18 26.91 12,231,100 86.85

ANALYST COVERAGE Jul 31,2012 87.37 87.66 86.79 86.85 12,212,200 86.85

ARG Jul 30,2012 87.28 87.83 87.08 87.56 11,183,500 87.56

Analyst Estimates Jul 27,2012 86.59 87.85 85.50 87.45 24,079,300 87.45

e Jul 26,2012 8556 86.70 85.26 86,52 19,149,300 86.52

-Mmﬁm-w,mmmm :

May 4, 2012 85.11 85.31 84.40 84.57 15,055,500 83.99
May 3, 2012 86.36 86.39 85.31 85.65 9,998,600 85.06
May 2, 2012 86.56 86.65 85.83 86.20 11,108,700 85.61
May 1, 2012 86.46 87.52 86.13 87.04 13,816,900 86.44
Apr 30, 2012 85.96 86.80 85.87 86.34 11,735,400 8575

* Close price adjusted for dividends and spits.
| I Next| Last

Il to
Currency in USD.
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ASCII IMmporT WizARD

The following steps illustrate how to use the ASCII Import Wizard. Before beginning, a
database named Test has been created and opened. It already has a few symbols and data
for them. Data has been down loaded from Yahoo for two stocks, GE and XOM, but not yet
imported. Since Yahoo downloads all data using the file name Table.csv, the downloaded
file was renamed between downloads, so the files are GE.csv and XOM.csv.

1. Using the File menu, select Import Wizard.
2. When the dialog box opens, click Pick Files.

3. Navigate to the directory holding the files you have downloaded.

Select files to import e e
‘Welcome to the ASCII Import Wizard!
Please click the button below to open file dialog and select
the files you want to import.
Hote that you can select multiple files by pressing SHIFT
or CTRL key while selecting the files using the mouse.
You have selected the following file(s):
-
& open =)
Lookin ASCI Downloads -~ @@~
< Name - Date modified
=y )GE.csv 8/1/2012 1:59 PM
RecentPlaces  #x0M.csv 8/1/2012 1:58 PM

Desktop
Back .

Libraries

Computer

o P T D
Network
Files oftype: [ASCllfiles (" csv.” pm:".dn:" ste:” stk) - [ cance |
["]0open as read-only

4. Since the files have identical formats, you can process multiple files in one pass,

so select both GE.csv and XOM.csv. (Click one file, press the Control key and click
the other.)

5. Click Open.
The Define Fields dialog box will open.

1. Note the format of the data in the .csv files.
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2. Using the pull-down menus, define the fields for each element of data. Each ele-
ment in the entire row of data must be defined. Select SKIP to ignore data in the
csv file that you do not want in your AmiBroker database.

Select comma as the separator.

Skip 1 line - the header.

Check Automatically add new symbols.
Click Next.

S

Define fields . &J

Here you can define the fields in the data file. Use combo-boxes to select
appropriate field type. Hover the mouse above the controls to see additional hints.

Column 1 Column 2 Column3 Column 4 Column5 Columné Column 7

[YMD VHDpen VI[H\gh '][L:rw v"CIose v][vmum V]lsk\p VI

[ Imore columns

— S 1 e
-
Watch ligt: :] [v] Automatically add new symbw\s\

[] calculate compasites ~
Additional - .
commands: ["INo quotation data
["] Allows negative prices

Data file sample:

Date,0pen, High,Low, Close, Volume,Adj Close P
2012-08-01,20.87,20.95,20.71,20.71,25622200,20.75 =
2012-07-31,20.75,20.89,20.75,20.75,38328400,20.75
2012-07-30,20.79,20.91,20.69,20.80,44993600,20.80

00C000

yd
<Back | Met> | [ Cancel | [ mep |

The Additional Settings screen will come up. It is on this screen that you can save
the format settings that you just used. They will not help for future uses of the
ASCII Import Wizard, but they will be available in the full ASCII importer. To do
this, Check Add current settings to ASCII importer definitions, and give meaning-
ful Description and File Name - such as From Yahoo. You will see your format as
we look at the full ASCII Importer in the next section.
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7. Click Finish.

Additional settings - |

Now you are ready to import the file(s).

Please check additional settings below if you want to use
current format in the future

[ Add current settings to ASCII importer definition:
Importer settings
Description ‘FromYahoo |
File mask: ==

Format file custom1.format

<Back || Fmsh | [ concel | [ elp

The data will be converted from ASCII, imported into the open database, and be
immediately ready for use in AmiBroker.

ASCII IMPORTER

The full ASCII Importer is much more efficient, has more capabilities, and is more com-
plex. Rather than having to fill in a form each time you want to import an ASCII file, you
can set up a format definition file, or use one of the pre-defined files. The file that was cre-
ated for the import done manually using the wizard in the previous section is:

# Format definition file generated automatically

# by AmiBroker’s ASCII Import Wizard

$FORMAT Date_YMD, Open, High, Low, Close, Volume, Skip
$SKIPLINES 1

$SEPARATOR

$CONT 1

$GROUP 255

$AUTOADD 1

$DEBUG 1
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The definition files are stored in the C:\Program Files\ AmiBroker\Formats directory. By
copying the format file that you will be using regularly to be Deraurt.Formar, all that is
necessary to import ASCII files is:

1. Using the File Menu, select Import ASCII.

4\, AmiBroker - [SPY - - Daily]

File | Edit View Insert Format

New »

q & Open. Ctrl+0
Close

& Open Database..

[@ Save Database
Save Database As...

M save Ctrl+S

Save As..

Save All

Database settings...
Import Wizard...
Import ASCIL..

Import MetaStock data...
Print... Ctrl+P

W ¥ &

Print Preview
Print Setup.

®

Send chart via E-mail

Recent files »

Exit

2. On the Open screen, select the file you want to import.
3. Enter the file type, such as From Yahoo.
4. Click Open.

& Open @
| Lookin: | ASCI Downloads - @8 OE-
P Name : Date modified
~p ) GE.csv 8/1/2012 1:59 PM
RecentPlaces |4, xOM,csv 8/1/2012 1:58 PM
Desktop
wul
Libraries
Computer
lm < | 1 »
File name: XOM.csv -
Network
Files oftype: lme Yahoo (*.7) V] [ Cancel ]
[] Open as read-only

The file will be converted, imported, and made available within AmiBroker for immediate
use.
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The options available for controlling the processing of ASCII data are extensive. Read
about them all in the AmiBroker User’s Guide.

SuBscRIPTION DATA PROVIDERS

Free data has a cost to you — the cost of checking the data for missing quotes, bad values,
unadjusted splits, and so forth, and correcting those problems. Subscription data services,
such as Premium Data, CSI, and others, provide that maintenance for you and deliver
cleaner, more consistent data with less effort on your part. End-of-day stock data costs
about $40 per month — more for some services, less for others. Some end-of-day vendors
include mutual funds at no charge; others charge extra. Commodities and futures data is
an additional cost, depending in part on the fees the exchanges that clear those trades and
report that data charge. Some subscription vendors provide custom indexes, custom indi-
cators, and have a wider selection of issues — and often charge an extra amount for those.
Some services charge a one-time fee for loading the historical data, others do not.

If you plan to use a subscription service, be aware that each service has its own database
format. Once you begin with one subscription service, they will be the only service that
can keep your data in that database up-to-date.

The installation procedure for each service will be unique to that service, but it is gener-
ally simple and well documented. Typically, the installation does three things for you:

1. Establishes the external database and the communications between the database
and AmiBroker.

2. Loads the definitions of the tickers, including the ticker symbol, the full name, and
the industry assignment.

3. Loads the historical price data.

After the close of trading each day, you initiate communication with the data vendor.
The database is brought up-to-date, and errors and inconsistencies are corrected and re-
downloaded, all automatically. Some vendors provide intra-day updating — treating the
latest price as though it is the closing price. At subsequent updatings, the earlier prices are
replaced by the more recent ones.

NoRrGATE PReMiuM DATA - END-0OF-Davy

Norgate Investor Service provides quality end-of-day data for stock markets in Australia
(ASX), Asia (SGX), and the United States (NYSE, NASDAQ, AMEX, OTC-BB, PinkSheets).
Extensive historical data is available, including data for delisted stocks (an important fea-
ture for those interested in studying survivorship bias).
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Each data provider will have their own specific details and methods, but the end result
is the same — an end-of-day database that is established and loaded with historical data
by the data vendor. Tickers, full names, industry associations, and other information re-
lated to that stock are all provided by the vendor, stored in the external database for that
subscription, and made available to AmiBroker through an interface that is transparent to
you as a user.

The data integrates very well with the symbol lists, and includes over 900 pre-built and
automatically maintained watchlists for the Australian and US databases. Hourly snap-
shot data is available for the ASX and SGX.

Data is provided in MetaStock data format. (If you are installing Premium Data as an
AmiBroker database, you will not be aware of the format of the external database.)

Norgate also provides end-of-day data for 113 liquid futures markets drawn from 15 ex-
changes. Futures data is available in individual, spliced continuous, and backadjusted
continuous contract forms. All the fields required for serious backtesting (margin, point
value, tick size, etc.) are populated. Data is provided in ASCII and MetaStock data formats.

Norgate is in the process of improving their integration with AmiBroker. A new native
AmiBroker data plugin that will provide additional speed and features is under develop-
ment. Visit www.premiumdata.net/support/amibroker.php for the latest details.

Free trials are available.
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The next pages discuss setting up Norgate end-of-day data for the US stock market.

1. Sign up for a subscription or free trial at their web site:
www.premiumdata.net.

[“Firerox [EE—X)

& Q | @ www.premiumdatanet 7B~ ¢ || *- norgate premium data Pl e By

{1 Stock, Futures and FOREX End o... | +

Norgate Investor Services Products

- Stocks

Norgate Investor Senices provides end-of-day data update senices, and historical data, for selected Free J-week tials are available for all of our
- Forex exchanges and markets across Stocks, Futures and Forex. There is an easy-to-use updating program for data updating senvices. The trals include

each of these security types full functioning versions of our updating

programs along with free shortened data

‘The data is held in a "MetaStock ™ compatible” data format and can be accessed by any charting or histories. There is no obligation to 3
Client Downloads analysis program that reads ths format. A basic chating program ("Premium Charts")is installed along vith subscibe. Register for a trial. 3
Area any of our updating programs for the benefit of subscribers who don' have a sutable charting package of their

own. The Forex data can also be updated in asciilcsv. For Stocks and Futures, we have tools available to

convert the historical data to ascii

Usemame: bandyh -
Our updating senvices are reliable. Furthermore, our set-ups are easy to recover. Separate history and Premium Data Converter

program installers are always available to current subscribers from our Downloads area in the event of
hard-driv failure, virus attack, machine upgrade etc.

The Premium Data Converter is available
Norgate is a licensed data vendor for the Australian Securiies Exchange, the Singapore Exchange, the CME free-of-charge to subscribers and trial

Group, the London Metals Exchange and other exchanges. We also have licensing amrangements with users. It converts our "MetaStock ™
Quick Links leading index providers and upstream suppliers such as Thomson Reuters, Standard & Poor's and Dow format” historical data to ascii/csy with

many configurable parameters 5o that you
can get the exact type of text data that L

Support you need. More information.
- Piicing
- Form ] N
- Contact Us Service Information
World Exchange Times
Jun 28, 2012
Additions to World Indices You can find st of World Exchange
Six new intemational stock indices have been added to our "World Indices” coverage s of today - Times and the current trading status of the

stock markets that we cover here.

FTSE China 25 (China)
FTSE Eurofirst 300 (Developed Europe)

FTSE MIB (taly)
1BEX 35 (Spain)

Mexico IPC (Mexico)

OMX Nordic 40 (Nordic Countres)

Our World Indices coverage is detailed hare

2. You will receive an e-mail with your user name and password, and a link to the
download page.

3. Go to that web page and login.

4. The services you have subscribed to will be noted in the download screen. You
will need to download at least three files:
A. Program Installer
B. History Installer
C. AmiBroker Setup.
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Premium Data / DataTools / Premium Forex Downloads

File Type

Program
Installer

Description/FileName

Premium Data & Premium Charts
setup premiumdata. exe

Size 56K

35MB

| Approx Download
Time for

Modem/1.5Mbps
Broadband

15 mins/1 mins

Click below to
DOWNLOAD from

East Coast USA Server
West Coast USA Server|
Australian Server
European Server

History
Installer

The followin:

on your PC.

US Listed Stocks Database - History back to 1985
InstalHistory US. 1685 20120727 exe

AmiBroker Files

g files are applicable for users of the AmiBroker charting software ON|
More information about these files can be found at AmiBroker FAQ

285.2 MB| 1246 mins/34 mins

LY. Only download them if you

East Coast USA Server
West Coast USA Server|
| Australian Server
European Server

have AmiBroker installed

AmiBroker
Setup

AmiBroker US Integration Script

AmiBroker-US-PremiumData-v1.55.exe

1.2 MB|

5 mins/1 mins

East Coast USA Server
West Coast USA Server|
Australian Server

European Server

To download a program or history installer, click on the coresponding server closest to you (Australia, Europe or USA).

Choose to Save the file to your Windows Desktop, or to some other location where you can find it readily.

Click on the server nearest to you (Australia, Europe or USA).

5. Save the files and accept all the defaults for file locations.

6. The Program Installer and History Installer must be in the same subdirectory on

your

computer.

7. Insure that AmiBroker is not running.

8. Locate the program installer, run it, and follow the prompts. The program installer
will recognise the history installer and offer to install the history for you as part of
the process. If the files are too large for your communications, you may prefer to

order a data history CD which will be sent out to you by ordinary mail.
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9. Execute the files in this order:
1) Program Installer. (setup.premiumdata.exe)
2) Historical Data Installer. (InstallHistory.US.xxx.exe)
3) AmiBroker Setup. (AmiBroker-US-PremiumData-v1.55.exe)

E‘Eléj
@Qv‘ /. » Howard » Downloads » Norgate Premium Setup - ‘ 5 H Search Norgate Premium Setup L |
Organize Include in library ~ Share with ~ Burn New folder R j o
4}y Downloads * Name Date modified Type Size
I AmiBroker 32 bit —
AmiBroker 64 bit (&) AmiBroker-US-PremiumData-v1.55.exe 8/2/2012 11:36 AM  Application 1,227 KB
| AmiBroker i
AmiQuot ﬁ InstallHistory.US.1950.20120727.exe 8/2/2012 11:49 AM  Application 309,729 KB
I AmiQuote
PEEIE — — ﬁ InstallHistory.UsDelisted.1950.20120727.exe 8/2/2012 11:49 AM  Application 300,442 KB
I lownloads
- Q setup.premiumdata.exe 8/2/2012 11:35 AM  Application 3,576 KB
| . Norgate Premium Setup

The program installer will ask if you want to install the history at this time. If
you agree, it automatically runs the second step for you.

When it finishes, the installer will tell you where it put the files.

Premium Data Installer | X

Thank you. installation is complete.

Premium Data is installed in:
c:\Trading Applications
The Databases are installed in:
c:\Trading Data\Stocks
Please take a note of the location of these folders.

Shortcuts created:
* On the Desktop
* On the QuickLaunch Bar
* In Start Bulton\Programs\Trading Applications
* In c:\Trading Applications

Delete any shortcuts that are not required.

Then run the AmiBroker Setup. When the AmiBroker Setup runs, it will open a
browser-based FAQ page explaining how to install the interface necessary for
AmiBroker to use the Premium Data files.

AmiBroker Setup will establish a database in the AmiBroker directory, but it will
not be usable yet. Here is how to connect the two:

10. Start AmiBroker.

11. Using the File menu, select Open Database, select US-PremiumData, click OK.
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12. Using the Tools menu, click US-Premium Data. This will run a script with seven
stages that takes several minutes.

If it is not already open, the program will instruct you to have the Premium Data
database open.

When the script finishes, use the File menu and Save Database.
AmiBroker is ready to run with Norgate Premium Data.

13. Here is AmiBroker with SPY in the chart window.

& AmiBroker - [SPY - SPDR S&P 500 ETF - Daily]

L | ED
file Edit View Insert Format Symbol Analysis Tools Window Help 3
DEWdE & © 0O @m_ sy VL BCHERRB LD
Symbols, 4% | SPY (Daily) x| & b
Symbols | Layouts | Layers | Charts SPY - Dail 712712012 Open 136.89, Hi 139.07, Lo 136.14, Close 138.68 (1.8%) Vol 236,697,904 MA(Close, 15) = 135.60, Mid MA(Close,45) = 133.89, <100 = 126.08 = 12858,
<search> B- D "
T by e
+ 0 Markets H*u # ki i
»Q Groups = 2869

3 Sectors LI
=] acs ﬁ‘q*ﬂﬁl B /
e i

i Indexes
?D+Du'¢gl//

* T!U pl -
*?D‘* Bl T
& / T
5 S
SPWRA  Sunpower Class A Common..
SPWRS Sunpower Cp B Common Sh.. || SPY~
SPWX-2003... Speechworks Interational L.
SPWY-1999... Penske Motorsports Inc Com.
SPX-197806  Simplex Industries Inc Com. L
SPXA Spectrumdna Inc Common S. (R AR RN RA A AR . e
SPXCF Singapore Exchange Ltd Co.
SPXDF-2008... Sapex Ltd Common Share
SPXP Spirit Exploration Inc Comm... [£]
SPXSF Spirax Sarco Plc Ord Comm
SPxU Proshares Ultrapro Short S&.. _ || "SPY - RSI(15) = 60,88
il I TR— » K /N/\w - N 7
AL \/ ~ AN
T 2 e x o ~ \ /fJ VAW /\\ ~ , | <0879
- General BIR% \/ Y ant Al [\ //\ /
Symbol spy = v \ A \ A WA ./ /
T TR T \ /M S :
Alas " \_ N
\ 3
N
[ 4[> [D1)\ Sheet 1 (Sheet 2, Sheet 3, Sheet ), Sheet 5, Sheet 6 ), Sheet 7), Sheet8 / & |51/ « o
For Help, press F1 X:4/3/2012, Bar: 4832 Y: 1380779, NYSE Arca (13), Major Exchange Listed (1), Nonequity Investment Instruments (Sec 28~ 0b-, Nonequity Investment Instruments (ind 70, US-PremiumData 8388363

DAtaBASE SETUP - INTRA-DAY AND REAL-TIME DATA

Intra-day data is data with bars shorter than a full trading day. Taking great care and using
a data vendor that supports it, it is possible to combine intra-day and end-of-day data in
the same database. But most AmiBroker users who use intra-day data maintain a separate
intra-day database. The next few pages describe setting up intra-day and realtime data.

Free INTRA-DAY HisTORICAL DATA

If you are interested in developing systems with intra-day data, but are not ready to com-
mit to a real-time data subscription, you can download intra-day bars into an AmiBroker
database and work with them. If your systems test out to be profitable, you will eventually
need real-time data to execute them.
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There are several sources of free intra-day historical data. Visit www.blueowlpress.com/
WordPress/, click Resources, then scroll down to the Data area for links to some of them.
AN Futures sells intra-day data for the e-mini S&P 500, e-mini NASDAQ 100, e-mini Rus-
sell 2000, Euro, and Yen in 1 minute bar and tick resolution. Visit them at: www.anfutures.
com. They have a demo file, ES0206MG.csv with 1 minute bars for the e-mini S&P June 2002
contract — 3/6/2002 through 6/12/2002. The third column is the date, with 020306 meant to
be 2002, March, 6.

i

7] ES0206MG.CSV - Notepad =[5}

File Edit Format View Help |

ESOLMIG,I,020306,15:50,01165.50,01165.50,01165.50,01165.50,8,1159. 50
ESOIMIG,T,020306.15:51,01165.50,01165.50.01165.50,01165.50,3.1159.50
ESOIMIG,T,020306,15:52,01165.50,01165.50,01165.50,01165.50,9,1159.50
ESOLMIG,I,020306,15:53,01164.25,01164.25,01164.25,01164.25,6,1158.25
ESOIMIG,T,020306.15:54,01162.25,01162.25.01162.25,01162.25.1.,1156.25
ESOIMIG,T,020306,15:55,01164.50,01164.50,01164.50,01164.50,3,1158.50
ESOLMIG,I,020306,16:20,01164.25,01164.25,01164.25,01164.25,1,1158.25
ESOIMIG,T,020306.16:21,01164.00,01164.00.01164.00,01164.00,1,1158.00
ESOIMIG,T,020306,16:24,01164.25,01164.25,01164.25,01164.25,1,1158.25
E501, 16:2 O 16, 0,164 158.0

The following procedure will set up a database into which we will load the e-mini S&P
intra-day data. This is the same procedure used to set up any manually installed native
database, adjusting parameters such as the base time interval as necessary.

In AmiBroker, from the File menu, select New, then Database.
Working first in the top half of the window:

1. In Destination Folder, choose a meaningful name for the database — such
as Intra-day.

2. Uncheck Load this database at startup.
3. Click Create.

Database settings -5

AmiBroker database maintains information about symbols, industry
groups, wiatch lists. It is necessary even if you are using external data

source.
General

o\ Database folder:
T
C:\Program Files\AmiBroker\Intraday

Data source

Data source: Metastock® data Plug-in -

Local data storage: Enable (recommended)
Disable

Number of bars:
(260 daily bars is about one
year worth)

Base time interval: End-Of-Day -
Flush cache Intraday settings Configure
o

29000 (approx. 111 years,
906 K8 per symbol)
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Now working in the bottom half of the window:

1.

2
3
4.
5
6

Data Source: (local database)

Local data storage: Enable

Number of bars: 100000

Base time interval: 1 minute

Accept the defaults for Intraday settings
Click OK.

Database settings X

AmiBroker database maintains information about symbols, industry
groups, watch lists. It is necessary even if you are using external data
source.

General

Database folder:

C:\Program Files\AmiBroker\Intraday Browse

[ Load this database at startup Create

Data source

(local database) -

Local data storage; @ Enable (recommended)
- Disable /.
Number of bars:
. 208 di
(260 dally bars s cbout one 100000 (PR 208 900
year wiorth) E

—
| Pusncoche | [ntradoysemngs | [ configure |

oK Cancel

The database is established, but it has no data in it. The ASCII importer will load the data
from the csv file using the ASCII Import Wizard in the following procedure:

1. In AmiBroker, from the File menu, Open Database. Select the database you just
created.
2. From the File menu, Import Wizard.
3. Click Pick Files.
4. Navigate to the location of your modified file and select it.
5. Click Open.
6. Click Next.
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7. Fill in the fields.

Define fields ==

Here you can define the fields in the data file. Use combo-boxes to select
appropriate field type. Hover the mouse above the controls to see additional hints.

Column1 Column2 Column3 Column4 Column5 Columné Column 7

[T\cker V][Sk\p V]IYMD V"Tlme VI[Dpan V][H\gh VHLUW VI

Column 8 Column 9 Column 10 Column 11 Column 12
[¥|More columns lCIose VHVO\um '][Sk\p v][ v” v]

Separator: Skip first: 0 lines.
Group: Group 255 - Log errors
Wateh list: S [¥] Automatically add new symbols

[ calculate composites
Additional o )
commands: [~ no quotation data

[] Allow negative prices

Data file sample:

ES01MIG,1,020306,15:50,01165.50,01165.50,01165.50,01165.50,8,1150.50

ESO1MIG,1,020306,15:51,01165.50,01165.50,01165.50,01165.50,3,1159.50 =)
ES01MIG,1,020306,15:52,01165.50,01165.50,01165.50,01165.50,9,1159.50
ES01MIG,1,020306,15:53,01164.25,01164.25,01164.25,01164.25,6,1158.25

[ <Back | mwet> | [ camcel | [ help

8. Click Next.

9. Click Finish. The data will be imported and the active chart will display the
intra-day data you just loaded.

&\ AmiBroker - [ESOIMIG - - 1-minute] =6
file Edit View Insert Format Symbol Analysis Tools Window Help _sx
D@ & 1% 000 @B, ESIMG v, BV FRRKB_ L2/ 9,

Symbols # | G ESOIMIG (1-minute) x| & a D"Y\
Symbols | Layouts [ Layers | Charts ESOTMIG - 1-minute 6/12/2002 3:14:59 PH Open 1020.25, Hi 1021, Lo 1020, Close 1020.5 (0.0%) Vol 1,655 MA(Close, 15) = 1,020.03, Mid MA(Close 45) = 1,020.24, C =1,01628 =1,02081 7
<Search> 2E- 1,022 |
Al mm‘/‘#ﬁ\\ i 103081,
3 Markets /o !
+03 Groups Uh Ve 101926
+3 Sectors —
Qaics ofeE #
1 Watch Lists o
 Favourites 1014 ©
# Indexes e

1012 | &
%
1010 | ~
H
1,008 |/
il 7 v ~
g 1,006 | 7,
Symbol & Full name i 1,004 | @
ESOIMIG T K I 200 (A R N 2N 1] 5 {EEY 35 400 a5 TR Tads 500 @
ESOTNIG - VACD(12.26) = 0.10, Signal(12.26.9) = 0.1 [
— BD
a
L / N a

I i G B, - 3

1 0.1248

s, e T aull, i, il = |\
= ST : U Rl It =
e L i 5
/ “
N e
ESOTIG - RSI(15) = 58.02 @
~

SN ©“
Y . E
g E

Information asx PN \\ A\, 70|

- General = Ia% \ / n ERAN
Symbol ESOIMIG E / / \ v / \\\ A, SN AN . | s8022]

E n/ | y / N M/ / \ \ M\ /
ull Name VAN \/ / _— v N VI N \/ \/ L,
e \ ) A W AN YA .
TV \ U WA AN
\ \\f\v,
W[ 4/ »[ ¥\ Sheet 1 (Sheet2') Sheet 3 ), Sheetd’) Sheet5) Sheet 6 ), Sheet 7'} Sheet8 / & |-s 1|« fi] »
For Help, press F1 X: ¥: Unassigned, Group 255, Sevices, Advertising Intraday 8388394 CAP

10. In AmiBroker, Save Database.

If you were going to import data from this vendor regularly, you could set up a custom
ASCII format in AmiBroker specifically for that file format.
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But, eventually, you will need a real-time data feed to create 1 minute bars throughout the
trading day.

DEeLAvED ReAL-TIME DATA

Some data vendors offer real-time data that has been delayed 15, 20, or 30 minutes. It is
priced lower than non-delayed real-time data, and often is free. From the perspective of
a developer of trading systems, about the only reasons to use delayed real-time data are
to try out a data service or to build up a tick-based database. And, since most of the high
quality data services have a trial period, you can try the real thing for the same amount of
effort. Trying to place trades using delayed real-time data is dangerous to your wealth — a
lot can happen in 15 minutes.

ReaL-TiMe DaTA

Real-time data can be expensive. Prices range from about $50 to several hundred per
month for the basic service which includes a limited number of tickers. There are addition-
al charges for extra services, such as charting packages, Level I quotes, or getting data for
a larger number of issues. Exchange fees, which are set by the exchange that clears trades
for the tickers listed by them, are also added. There are different levels of exchange fees for
professional and non-professional traders. Exchange fees can add up to several hundred
dollars a month. Most real-time data vendors have trial periods, but the exchange fees
charged during the trial are usually not refundable.

Also, check your Internet communications capacity and your communication vendor’s
fair use policy. Monitoring about ten symbols in the real-time quote window causes traffic
of about 50 MB per hour. Done every trading day of the month, this will exceed the fair
use limits of some vendors.

As mentioned earlier, some vendors support combining end-of-day and intra-day data in
the same database. These steps describe separate intra-day databases.

DTN IQ ReaL-TiMe Data

There is an AmiBroker web page that describes use of IQFeed with AmiBroker:
www.amibroker.com/igfeed.html
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This is a long scrolling page. Only the top portion is captured here. Visit the site and read
the page.

AmiBroker

for Windows 7, Vista, XP, 2000, NT, 9x

welcome features news download di support fa wish list links
| | | | || S | |

Advanced stoc| rting and anal

Newest IQFeed plugin (4.0.4) is available here
|QFeed plugin Version 4.0.4 {32-bit
IQFeed plugin version 4 0 4 (64-bit

To use this plugin you have to download and install

newest IQFeed API client setup (version 4.8.1.7)
How to setup database with |IQFeed VIDEO TUTORIAL:

Ivideo/IQF eed.html

Startup Fee: WAIVED! (Normally $50)

IQFeed Basic Service: $65/month *

IQFeed RT US Futures & Futures Options: $20/menth* (Normally $30/m)
RT US Stocks & Canadian Stocks: Included

IQFeed RT Equity Options: add $50/month

IQFeed RT International Futures: add $25/month

*Exchange Fees Extra for Real-Time Data. consult IQFeed web site for any changes in pricing.

CLICK HERE to subscribe with this special offer
VERY IMPORTANT NOTE:

IQFeed offers different priced subscriptions for different softwares,
problem is that lower priced subscriptions (such as $20/mo QT stock-only
offer, or $40/mo stock+futures QT offer) are very limited and do NOT work
with other applications. This is IQFeed policy (not ours) and please be
aware to order appropriate subscription level (link above) to be able to use
it with AmiBroker. Read more here

USAGE NOTE:

The total number of symbols in your IQFeed database must NOT exceed your [QFeed subscription
limit (by default 500 symbols)

TUTORIAL: HOW TO USE AMIBROKER WITH IQFEED REAL TIME DATA

IMPORTANT! In order to install newest |IQFeed plugin you have to download the plugin
file (IQFeed.dll) and copy it into "Plugins” subfolder in AmiBroker directory.

Change log:
Version 4 0.4 (32-bit) (December 20, 2011)

For AmiBroker x64 users, version 4.0.4 (64-bit

V4.0.4 CHANGES (as compared to version 4.0 3)

- implemented backfil queuing

- number of simultaneous backfill requests set back to 4 (now thanks to backfill queuing requests
are recorded and never lost)

- stability fixes

e A e T

You will need the IQFeed plugin. There are links to the 32 bit and 64 bit versions from the
page shown above. This plugin works in conjunction with the IQFeed API, which you get
from the link on the next web page.
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There is also a link to a video describing how to set up an AmiBroker database with
IQFeed. The link to the video is on the page shown above. Watch the video. The proce-
dure to set up a real-time database using IQFeed is:

1. Visit the DTN IQ Feed web site at: www.igfeed.net.

& about & privacy M site map Hl fee c:

hanks for following up with me. You guys do a great job in tech support.” - Comment
m Phelps

“bracket trade” all major news releases and I have not found one lag or glitch with

DTN.IQ feed. | am very comfortable with their feed under all typical news conditions (Fed
releases, employment numbers, efc).” - Comment from Public Forum

ou expect "service after the sale” toa! Our 800# Customer Support ling i y
wered on the first ring, we respond to emails within 1 hour, and we offer real-fime chat on our
website

You won't find & COmpany more committed to ensuring your SUCCESs a5 a trader!

Developers

2 Need a Feed? =4 . N
Rl : ’g m?
— = . . - L
a
FnrDevellﬁrs Senices Symbol Guide Developer Login
Fees Symbol Look-Up Developer Registration
Have a Question for Sales?
Call 8004754755 CME Exchange Fee Waiver Download Client
or
Email net Support Forums
Get Free Trial Now Live Chat
Add/Cancel Senices Contacts
$100 Referral Credit Billing/Manage Acct
Other Products

2. Click Get Free Trial Now. Complete the application forms. The trial is exactly the
same as the subscription version. The trial turns into a subscription at the end of
the trial period, unless you call to cancel it. DTN will send an e-mail with your
User ID and PIN.

3. Note that there is a credit to a current DTN subscriber for referrals to new sub-
scribers. If you are planning to subscribe to DTN IQ, I would appreciate receiv-
ing the referral credit. My DTN IQ user ID is howard@blueowlpress.com, account
229999. It does not cost you anything, and it will help support the effort of writing
this book.

4. Download the IQFeed Client. It can be found at this website:
www.iqfeed.net/index.cfm?displayaction=support&section=download
At the time this is being written, the current version is 4.8.1.7.

5. Run the IQFeed Client program.

6. Download the IQFeed plugin file (IQFeed.dll) and copy it to the plugins subdirec-
tory of the AmiBroker directory. If you recently installed AmiBroker, the IQFeed
dll file may already be in place.
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7. Set up the database.
The procedure is the same as described above for the Free Intra-day Historical
Data.

8. Click Configure. The configuration menu will appear.

9. Note that DTN IQ has a bad tick filter. Accept the defaults.

Use a meaningful name for the database, such as IQFeed.
The Data Source will be DTN IQFeed.

Number of bars should be 100000.

Base time interval 1 minute.

Click OK.

Return to the Database settings screen.

10. Click OK. The IQ Feed Connect Login will appear.

11. Enter your Login.

12. Enter your Password or PIN.

13. Click Connect. Your computer will communicate with the IQ Feed server.

1Q Connect Login

Login: |E

A TELVENT Brand

v Save Login And Password / Fir
[¥" Automatically Connect

]

Passwordor  [** it

Work Offline

Sending password / pin

As your agreernent for the receipt and use of market
data provides. DTN, the Securities Markets and
Content Providers (1) reserve all rights to the data they
make avallable: (2] do not guarantee that data;and (3) _

-

mn
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To bring up a chart:
1. Using the AmiBroker Symbol menu, select New.
2. Type in a symbol, say SPY.

3. The historical prices will be backfilled, the chart will be displayed, and current
activity will be added to the chart as ticks are received in real-time.

& AmiBroker - [EEM - ISHARES MSCI EMERGING MARKETS - 1-minte] = | s
File Edit View Insert Format Symbol Analysis Tools Window Help _ax
NEHRS ) 2EX (00 0B EM <~ avaBAKB 2 /0

Symbols #x [ 3 EEM (ominute) x| © S
Symbols [ Layouts | Layers | Charts EEM - 1-minute 832012 11:00:59 AM Open 39,7865, Hi39.79, Lo 39.78, Close 39.79 (0.0%) Vol 20,085 MA(Close, 15) = 39.76, Mid MA(Close 45) = 30.77, Lon 11A(Close. 100) = 39.70, Z
<Search> l=N 4
Al ’
>0 Markets I
-1 Groups E,
1 Sectors ”
> GICS #
01 Wateh Lists o
* Favourites ©
# Indexes ae

IS
P
H
~
-

Symbol # _ Full name @

N ISHARES MSCI EMERGING .. R} 5} FugZ 050 Q

WM ISHARES RUSSELL 2000 IND. EEM - NACD(12,26) = 0,01, Signal(12,26,9) = -0.00. 015 |-

Ve MICROSOFT s x

QQ POWERSHARES QQQ A 010 o

Py SPDR S&P 500 y A 7\ 00

) S -
W W i . W l V. "
g ww v o - =
Y \ § ey —
\ 0%y
N 010 | 4
v &
EEN-RSI(15) = 6069 a8
A
, i \ - i A A %
Information nax / M ,\ 1 Wl [ J ‘
Y n A 0 \“]W‘ i fo I i ] 1 i Wﬁ il | o
enera - I/ W \J | / I A | /
Symbol eem = \ Loy Wl 10 | W il
Full Name. ISHARES MSCl EMER njv / \ ‘f\/\ MV w’ " Ww | /\M i \\ WU\ /‘{/ w
Aies 1Y ) “MW (A LRI ! »
v
[ 4[> [V Sheet 1 { Sheet 2), Sheet 3, Sheet 4 ), Sheet 5 Sheet 6, Sheet 7, Sheet8 / & 51| ¢ il v
For Help, press F1 . Y: Unassigned, Unassigned, Services, Advertising 1QFeed ORI 18% | CAP

4. Add other symbols.
5. Open the Realtime Quote window.

6. Before you change to another database or close AmiBroker, remember to Save Da-
tabase or Save AllL
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Tick Data

Tick data refers to market data that represents the time and transaction price, and perhaps
the volume, of every trade. Depending on the exchange and the data vendor, the tick data
stream may also include other information, such as changes in the bid price, the asked
price, the volume on each side. Just as it is possible to make display bars that represent a
given amount of time, say 1 minute, it is possible to display bars that represent a given
number of ticks, say 15 ticks.

In the opinion of this author, tick data is not appropriate for use by individuals and small
trading companies. The highest quality tick data includes an information packet for every
transaction. Some of the difficulties with tick data include: high cost; very high volume
of transactions; erroneous transactions (called bad ticks); dropping of transactions when
exchange activity increases (fast market conditions) or when communications capacity is
reached.

Tick data is best used by larger organizations that have high capacity equipment, redun-
dant data feeds, and staff devoted to monitoring and correcting the data.

To use tick data in AmiBroker, the Professional version is required.

If you want to experiment with very frequent data, try working with 1 minute bars. If you
are successful, then move on to tick data.

This book will not discuss tick data further.
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Chapter 3

30 Minutes to Useful Results

You have installed AmiBroker and the Data database. This chapter describes ten things
you can do with AmiBroker - even while it is in Trial Mode - each in only a few minutes.

Example 1 - Chart a Stock

Example 2 - Apply a Trendline

Example 3 - Plot a Moving Average

Example 4 - Make a Watchlist

Example 5 - Run an Exploration

Example 6 - Run a Single Stock Backtest
Example 7 - Run a Portfolio Backtest

Example 8 - Optimize a Trading System
Example 9 - Perform Walk Forward Validation
Example 10 - Scan for Buy and Sell Signals

None of these is intended to be a complete description of the features used in the example.
But working through them should give you a better feeling for the capabilities and ease of
use of AmiBroker, and provide some experience as you read about other features.

Examples build. Later examples assume you can perform tasks described in earlier ex-
amples.
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ExaMPLE 1 - CHART A STOCK

In this example, you will chart a stock, change its periodicity, chart a new stock, scroll,
and zoom.

To start AmiBroker, either:

* Double-click the AmiBroker icon that was placed on your desktop during instal-
lation.

¢ Using the Windows Start menu, select AmiBroker, then AmiBroker.

-"E‘\ .?; . Windows Live Mavie Maker -
= .
) ol o o m!njows I;vz?hzto Gallery
Belarc Snagit11  IntroToAmi.. indows Media Center

Advisor ©] Windows Media Player
~ Windows Update

«# XPS Viewer
N _ ° | Accessories
= e e Adobe

Camtasia Adobe AmiBroker
Studio 6  InDesign CS4 x64

AmiBroker x64

& AmiBroker m o
% 4 ‘ ’ € Read Me
& ﬂ & @ Release Notes

Jasc Paint Dropbox Premium j’ User's Guide
Shop Pro 8 Data

@ 15

Mozilla HTMLPad MP Navigator
Firefox 2011 EX1.0

[l

Adobe Master Collection C54

| AmiQuote

Atheros Smart Net

Bluetooth Devices

Bluetooth Suite

Camtasia Studio 6 -

AmiBroker will display the default chart window:

& AmiBroker - [GE - GEN ELECTRIC CO - Daly] = |6 s
File Edit View Inset Format Symbol Analysis Tools Window Help _ex
DEHE & 28X 00/0myic L BeHBERARB 22D,

Symbols # x| 1d GE (Daily) x| &

Symbols | Layouts | Layers | Charts (GE - Daily 8/3/2012 Open 20.422, Hi 205886, Lo 20.3631, Close 20.52 (0.0%) Vol 283,188 I1A(Close, 15) = 20.25, Mid MA(Close,45) = 19.79, A(Close, 100) = 19.50, =211z, =197

<Search> =-
LAl
O Markets

L2052
£ Groups
01 Sectors —
~CIGIcs 200 | &
» 3 Watch Lists 19 7907 |i=]
* Favourites
 Indexes
193703
190 %
i
Symbol £ Full name B 185 ;/
oo DU PONT E1DE NE 2
Dis WALT DISNEY-DISNE | 180]@
Ge GEN ELECTRIC CO L &
HD HOME DEPOT INC 1
HON HONEYWELL INTLIN 04/,
HQ HEWLETT PACKARD €

4]
1BM INTL BUSINESS MAC S _ N % | ﬁ =

INTC INTEL CP | - N ' / N\ 4 P N 7 ! . =l
v INTLPAPER = TR .,‘,”ﬁj.\HHh.... ,,“*W H“\IIH\IU‘\IU/M ‘HHHH.I‘ W‘,,‘HHM 0;5
o o | IITDEE L Iil o

Symbol GE E| _ M 02 |@
Full Name. GEN ELECTRIC CO SE-ROUD) =0r %9 7 . 0y
Ales N\ JON A . A /= e
Address 3135 Easton Tumpike / VAN \/ %
Country UsA ’ \A\ / \’\/\ /'/ \ AN /\/ & ‘/A\/ \\,\ /J 4 e
Currency usp v N/ \ \[ \ 'rAA\, A NS
Web ID \ / \ A N - \ S | / vV
Continuous quotation: Yes < V N VY /

Full Name \/ \/ \J

Fullname of the company 4 4[> [ W)\ Sheet 1 Sheet 2), Sheet 3 ), Sheet 4, Sheet 5, Shee 6, Sheet 7, Sheet8 / & |1 « mp

For Help, press F1 Xt Y: NYSE, Group 1, Conglomerates, Conglomerates Data 8388219 CAP
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The chart window has three panes. The top pane has the price of the General Electric Cor-
poration, GE, in candlestick format. Applied to those prices are several indicators - some
moving averages and a set of Bollinger Bands. The middle pane has an MACD indicator.

The bottom pane has an RSI indicator.

The prices are from the data that is installed in the default database named Data.

chart is displaying Daily data, one bar for each trading day.

To display the data in weekly format, click the Weekly view icon in the View toolbar.

@ AmiBroker - [GE - GEN ELECTRIC €O - Daiy] T
File Edit View Insert Format Symbol Analysis Tools Window Help —ax
DEE@ & ©o 0!, Gt v, BOKGRRB L/

Symbols. x| (i GE (Daily) X [ IS
Symbols | Layouts | Layers | Charts ‘GE - Daily 8/3/2012 Open 20,422, Hi 205886, Lo 203631, Close 20,52 (0.0%) Vol 283,168 MA(Close, 15) = 20.25, 1id MA(Close,45) = 19.79, = 1950, =2112 =1937 | 14008
s BED il
AN H‘ ¥
33 Markets @m: !
2 croups el ﬂ tc] u—
(3 Sectors Ny 1 K4
Qs ﬂ A 1l\/// 200 #
- W ! —
¥ Favourites FLve h n K
7 al - S0
# Indexes u /I/ //_y o 193703
e 190(%
//< N
i
Symbol 2 Full name 185 j
o DUPONT E1DE NE !
oIS WALT DISNEY-DISNE 180 @
GE GEN ELECTRIC CO = P
o CouE DesOT e War A oy o W g )
HON HONEYWELLINTLIN
HPQ HEWLETT PACKARD C
BM INTL BUSINESS MAC
INTC INTELCP N ps
P INTLPAPER - il
: S ——— [T |
Domeeon wex [T 11 n
e 012
~ General o 3
Smoel = SR ]
Full Name ‘GEN ELECTRIC CO “RSI19) = /f\ 70 &
Alis A /A A S
_ PN \ ~ / ~ A
Address 3135 Easton Tumpike \ \ / VARAN AV N
A W / /Y A \ s (e
Country UsA \/ W \ A ~ W/ . yS, »
Currency usD 4 N/ \ ~ Y A o~ L ~
Web ID \/ \ A A N - N4 " / V/
Continuous quotation: Yes i Y WAV N[ \ /
/ \
Full Name \v’ N \/
Full name of the company ([ 3 [\ Sheet 1 Sheet 2, Sheet ), Sheet 4}, Sheet 5, Sheet 6} Sheet 7, Sheet8 / & s 1] « '
'Weekly quotation view X: Y: NYSE, Group 1, Conglomerates, Conglomerates Data 8388236 CAP
To choose a new symbol to plot: , J
. [, AmiBroker - [GE - GEN ELECTRIC CO - Daily] [

1. Click the Symbols tabbed menu.

2. Click the All category. The Symbol
dialog box will fill with members of
that category.

3. Click one of the entries, say HPQ.

Since the charts were last displayed using
weekly bars, they remain in weekly bars
when the new symbol is plotted.
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File Edit View Insert Format Symbol Analysis Tools
DEdE & oo |em,_

Symbols 7 x

0\ Symbols | Layouts | Layers | Charts GE - Daily 8/3/201
<Search> =B-
20 All
» (0 Markets
(1 Groups
+ (3 Sectors
> GICS
» (1 Watch Lists
® Favourites

# Indexes
Symbol #  Full name &
DD DU PONT E1DE NE
DIS WALT DISNEY-DISNE
GE GEN ELECTRIC CO

HOME DEPOT INC
HONEYWELL INTL IN
HEWLETT PACKARD C
INTL BUSINESS MAC
INTEL CP

P INTL PAPER
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Return the chart to daily bars by clicking ]
on the Daily view icon in View toolbar. 1|7
14 ﬁ“

— e

Jul

=
2
R
Y b
Pl
L]

s
&

=
»

A

=

Using the Scroll Bar in the lower right cor-
ner of the window, scroll back in time (to

the left) to display earlier data.

@ }

merates, Conglomerates Data 8221 CAP

) e

19.0

Using the Zoom In icon on the View toolbar,
zoom in to see fewer bars, but in more detail. s |~

S

"Aug

04

' e [a)

Zoom back out using the Zoom Out icon on
the View toolbar. (There is no graphic for this

step.)
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To exit AmiBroker, using the File pull-

down menu, select Exit.
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B AmiBroker - [GE - GEN ELECTRIC CO - Daily]

=~

¥

Pl E &R

File | Edit View Insert Format Symbol Ana

om .

New [
Open... Ctrl+O
Close

Open Database...

Save Database

Save Database As...

Save Ctrl+5
Save As...

Save All

Database settings...
Import Wizard...

Import ASCIL..

Import MetaStock data...
Print... Ctrl+P
Print Preview

Print Setup...

Send chart via E-mail

Recent files 4

Exit

HPQ
BM
INTC

HEWLETT PACKARD C
INTL BUSINESS MAC
INTEL CP
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ExaMPLE 2 - APPLY A TRENDLINE

In this example, you will apply a trendline, resize panes, and move a trendline.

Start AmiBroker and plot the data for GE (General Electric) using daily bars.

&, Amisroker - (GE - GEN ELECTRIC CO - Daily] =3 -
file Edit View Insert Format Symbol Analysis Tools Window Help _ex
DEERI& ) 2@ X 2|00 @m, 6 L BVHBARB 2D

Symbols #x |3 GE (Daily) x| =N

Symbols | Layouts | Layers | Charts GE - Daily 8/3/2012 Open 20.422, Hi 20,5686, Lo 20.3631, Close 20.52 (0.0%) Vol 263,168 MA(Close, 15) = 20.25, Mid MA(Close,45) = 19.79, L =19.50, 2112 =19.37 | aavio08|
<Search> 0mE- A
2 Al -
0 Markets I
(3 Groups -
03 Sectors. 4
Qeics o|g
3 Watch Lists o7 Ji=}
© Favourites o
& Indexes ave
a

%

i 190 %

4 f "

Symbol & full name - 185 ’;

oD DU PONT E1DE NE
oIS WALT DISNEY-DISNE L] w0|a

GE GEN ELECTRIC CO L @

o HOME DEROT INC | GE-WACD(12.25) = 0.26, Signal(12.26.9) = 0.22 e e = = =

HON HONEYWELL INTLIN “MAGD(1226) = 026, Sgnel(1226.9) = N 04

HPQ HEWLETT PACKARD C = /x AR 4]

BM INTL BUSINESS MAC ™ T ™ ﬁ w
St / N el LN £

INTC INTEL CP AN Y -

P INTL PAPER < TN i ‘ i - o1 ™

: 5 TR e 11 IEFROOR A pli Lttt i e

Information 2o x W [T171 1L ”H‘HL =1 L oW

- General - h f\
Symbol GE = 02

B =
Full Name GEN ELECTRIC CO O -RSI(19) =67.99 /_\\ | |5
A
Alias A\ N \ /N A
Address 3135 Easton Tumpike | | \ e \/\ / \/ V\\ ya // ~ / \ ‘a
Count Ush /\ A / W/ \ (|,
2 “\ \ \ \/ v \ N
Currency usD \ \ \ \ V2 \ o~
/ AN AR VAl
Web D \ A NV N \
Continuous quotation: Yes o ¢ \ \J \/ \ / \ /’
Full Name \ N \/
(Rl R R E ] 14| 4[» [ M)\ Sheet 1 { Sheet 2}, Sheet 3} Sheet4') Sheet 5\ Sheet 6 ), Sheet 7} Sheet8 / & =5 -1| < [ »

For Help, press F1

X: 2/17/2012, Bar: 12621 Y: 207640 NYSE, Group 1, Conglomerates, Conglomerates Data

Resize the panes to give the chart more real estate.

Move your mouse slowly across the vertical
bar between the top pane and the Symbols
window. Watch for the cursor to change
from a single large arrow to two small ar-
rows on either side of to vertical lines.

When you have the new cursor, hold the
mouse button down, drag the vertical di-
vider to the left, release the mouse.

& AmiBroker - [GE - GEN ELECTRIC CO - Daily]

File Edit View Insert Format Symbol Analysis Tools Winc

DEEE & =@ L <

Symbols
lSymeIs] Layouts [ Layers ]Chans I
<Search>

em._ Gt M

" GE (Daily) x

GE - Daily 8/3/2012 C

2 x

BE-

2L Al
» (1 Markets
> Groups
> (1 Sectors
-3 GICS
» (1 Watch Lists
¥ Favourites
¥ Indexes

Symbol £ Full name
DD DU PONT EIDE NE

8388236 CAP
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Pick the points you want to use for your trendline. One technique is to connect two or
more bottoms. For this example, we will use the low on June 5, 2012, and the low on July
23, 2012.

Use your mouse to select the Extended N

=21.12, =19.37 | 1914204

Trendline Tool from the Draw toolbar. D i
L

The cursor will change to be a small crosshairs. Position the cursor at the low on June 5,
2012. The ToolTip box will display the information about the bar your cursor is hovering
over. When it is in the correct place, left-click your mouse.
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Move your mouse, with no buttons held down, to the low on July 23. The ToolTip will tell
you when you are there.

4b -
3s, =2052, =19.31 211204
5

s I
[20.2453]

I ) =
jﬂ J[TDDHEF' };‘{/f 2

g g
RERY

Jab B

@
n
3™ R

o®

'

=
o

When you are satified with the position of your second point, left-click your mouse. The
trendline will be drawn between the two points you selected and extended to both the
right and left. You will see two small red squares at the points you used to define the
trendline.

4bF -
A(Close,45) = 19.48, Long MA(Close 100) = 19.35, =2052, =1931 21 1204

:
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If you want to move one of the end points, hover your mouse over the red square until it
becomes a two-headed arrow. Then left-click, drag the square to the position you want,
and release the mouse button.

If you want to move the whole trendline, hover your mouse over the trendline between
the two red squares until it becomes a four-headed arrow. Then left-click, drag the trend-
line to the position you want it, and release the mouse button. The trendline will maintain
its angle and be parallel to its original position.

Scroll, zoom, change to weekly - do whatever you want to with the chart - the trendline
will remain anchored at the two red squares and change with the chart.

If you have a registerd version of AmiBroker, the trendline will be saved when you exit. If
you are unregistered, no changes are saved.

The techniques for placing and moving a trendline apply to most of the tools on the Draw
toolbar.

Exit AmiBroker.
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ExaMpLE 3 - PLoT A MOVING AVERAGE

In this example, you will insert a new pane with a new price series, overlay it with a mov-
ing average, and modify the moving average.

Start AmiBroker. You will see the normal chart window with three panes.
If necessary, resize the panes so that you can see the Charts tabbed menu.

Follow these steps to insert a price series in a new pane into the window:

&y AmiBroker - [GE - GEN ELECTRIC CO - Daily]

. File Edit View Insert Format Symbol Analysis Tools Windc
1. Click the Charts tab. pEEE s aloolamyic  ~j
Charts ax| e may x ¢
. Symbols | Layouts | Layers | Charts .
2. Expand the Basic Charts category Shes 0
by clicking the triangle. e_‘ﬁfgji;;::ﬁ;m
3. Right-click Price, which brings up R
Fp  Insertlinked
the context menu. Th oy
: oo a ot
4. Left-click Insert. 7 P
30 e i
-OEq
C1Ex  Refresh

O Include __
~( Indicators GE - MACD(12,26) =C

Note the tip at the bottom of the window ‘D Rapencrre
that tells you what this command will do.

{

T

Information A X

- General 3
Symbol GE E

Full Name GEN ELECTRIC CO GE-RS[(15) = 57.99
Alias

Address 3135 Easton Tumpike

Country UsA

Currency usp

Web ID
Continuous quotation: Yes o

14| «[» 0\ Sheet 1
Insertinto new chart pane

A new pane is opened as the bottom pane and the price series is plotted in candlestick
format.

A properties dialog box is also opened. Click OK to close it.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Move your mouse slowly over the divider between the new pane and the one above it until
the cursor changes to two parallel lines with two small arrows. Use this cursor to resize
the new pane to make it bigger.

o~ —

\\i/} 210

Ulm AD“"% 5

) DD iT.. _ﬁ-ﬁu ‘ 200

ﬁqi&ﬁllq]J,D lulj;efm HT 195

e
CRTIEH R

li 1 D 185

Ih 18.0

' [m] »

Left-click in the new pane to be certain it is active (or selected, or has the focus).
Follow these steps to apply an Exponential Moving Average to the Price series:
1. Click the Charts tab.
2. Expand the Averages category.

3. Right-click EMA - Exponential Moving Average, which brings up the context
menu.

4. Left-click Overlay.

{2, AmiBroker - [GE - GEN ELECTRIC CO - Daily] ¥
File Edit View Insert Format Symbol Analysis Tools \»m
DEd@E & © @O @m,_ iGE

Charts B x

Symbols | Layouts | Layers | Charts
(1 Averages

e F DEMA - Double Exponential Moving Averg

£ DispMA - Displaced Moving Average

| EMA £ Fomnnmmtint Mncinn hunege
£ Linear Insert Moving 4
F MA-Y Tnsert Linked
F TEMA Overlay Iy veraT
£TsF -7 Analysis
£ wilde e
£ WMA Edit e
>0 Bands Rename
+(2 Basic C Delete
(2 Custom N R
. ew
+0 Equity 'GE - WACD(12,2!
- (2 Explorg Refresh
3 Include
» (3 Indicators L
. e T PSP
Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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A properties dialog box is opened.

Properties of: EMA J/

Farameters
B EMA
Price field Close
Periods 15
Color M Red
Style

If you are satisfied with the parameter values, Click OK. If you want to change one or
more of them, follow these steps.

To change the length of the moving average, click in the area to the right of the Periods
field. Then either:

¢ Type a numeric value for the length.
¢ Use the slider to adjust the length.

Properties of: Q\AA /

Parameters | Arks & Grid|

B EMA
Price field Clyse
Periods 15 ’
Calor M Red %
Style

As you change the length of the moving average, the line that plots the moving average
changes immediately to reflect the new length parameter. Move the slider and watch the
red line. As the length is shorter, the moving average responds quickly and hugs the pric-
es more closely. As the length increases, the moving average is smoother, but lags behind
when the price series changes.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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To change the color of the line used to plot the moving average, click in the area to the
right of the Color field. A color chart will appear and you can choose the color you prefer.

Properties of: EMA

Parameters | Axes & Grid

B EMA

Pricefield Close

Periods 15

Color M Red -

Style HEEN %I N
HEEEEEEEN
EEEECEEN

| |
|

More...

To change the type of line, click in the area to the right of the Style field. A pull-down
menu will give you choices such as dashed, dotted, and thick.

Properties of: EMA
Parameters _
B EMA
Pricefield Close
Periods 15
Color M Red
Style I -
[ Thick % -
D Dashed -

The Axes and Grid Tab also has some parameters that can be changed, including show or
hide dates, linear or log scale.

If you have a registered version of AmiBroker, the window, including the new pane with
the price series and moving average, will be saved when you exit. If you are unregistered,
no changes are saved.

The techniques used to modify the moving average are also applicable to many of the
indicators on the Charts tabbed menu.

Exit AmiBroker.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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ExAMPLE 4 - MAKE A WATCHLIST

In this example, you will make a watchlist, modify it, and use it to display the charts of
each member.

Start AmiBroker.
Follow these steps to learn about Watchlist T e ST %
. File Edit View Insert Format Symbol Analysis Tools
Number 0:
DeEdRE & © 0O @M iGE
1 Symbols 7 x
1. Click on the Symbols tabbed menu. ool | Layouts | Lyer | Charts
<Search> 2E-
2. Expand the Watchlist category. B Al ]
03 Markets E [ —
. -1 Groups
3. Hover your mouse over List 0. secon
. e—'—dﬁ Watch Lists ™ :J+
A message informs you that there are 0 | A2 o
&= 1 2 d
symbols in List 0. e/ B Lst2
B List 3
S Ezi _|leE -MACD(E
Symbol #  Full name o
BAC Bank of America T
C CITIGROUP INC = GE-RSI18)
CAT CATERPILLAR INC
Follow these steps to add three ticker sym- s vx
. Symbols | Layouts | Layers | Charts
bols to Watchlist O: A CIEE
2 Al -
. . . » (0 Markets ;
1. Right-click List 0. The context menu S d
. » Sectors
will open. » (1 GICS
4 [ Watch Lists
B Li
2. Left-click Type-in symbols. B L o & e bl
ERT Type-in symbols. N
B Import
B L Export.
Symbol Erase (make empty)
Sort alphabetically
Hide Empty watchlists
New watchlist...
Delete watchlist
Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Enter one or more fickers to add (comma
separated)
| Cancel

Type symbols into watchlist % @

1.

2. Click OK.

Click on List 0 and note, in the Symbol section, that it now has three members.

Symbols B x
Symbols | Layouts | Layers | Charts
<Search> =

» (3 Markets
»(J Groups

20 All

o] »

» (3 Sectors
» 3 GICS

Pl

(1 Watch Lists
B List0 Jn

B Listl
B List2
B List3
B List4
B List5 i

Symbol Full name
P INTL PAPER

D

D DU PONT ETDE NE

AA ALCOA INC

Rename Watchlist 0 to something more
meaningful, say Basic Materials:

1.
2.

Copyright © 2012 Blue Owl Press, Inc.

Click the name, List 0.
Wait a few seconds.

Click List 0 again. The name field
will be selected.

Type the new name, Basic Materi-
als.

Press Enter. The watchlist has been
renamed.

Symbols
Symbols | Layouts | Layers | Charts
<Search>
2L Al

>0 Markets

> Groups

>3 Sectors

»[1 GICS

Bl List3
B List4
List 5
Symbol Full name
P INTL PAPER
DD DU PONT EIDE NE
AA ALCOAINC

n

x

2E-

[ | »

Type IP, DD, AA. Use all capital letters and separate the symbols with commas.

Download a free copy from www.IntroductionToAmiBroker.com
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Add a symbol to the watchlist:
1. Right-click the name of the watchlist, Basic Materials. A context menu opens.
2. Left-click Type in symbols.. A dialog box opens.
3. Type in the additional symbol(s), say XOM. The watchlist has four members.

To use the watchlist to rapidly review the charts of its members:

1. Left-click the first member of the list, IP. The chart for International Paper will be
displayed.

2. Press the keyboard cursor-down-arrow key. The chart of the next member, Du
Pont, will be displayed.

3. Continue through the watchlist.

Exit AmiBroker.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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ExercIsE 5 - RUN AN EXPLORATION

In this example, you will use the Formula Editor, and write and run an Exploration. For
this exploration, the AFL program checks a watchlist to see how many stocks are at new

10 day highs or new 10 day lows. There is also a short introduction to Analysis.

Start AmiBroker.

FormuLA EDpiTOR

First, use the Formula Editor to write and save an AFL program.

Open the Formula Editor:
1. Click the Analysis pull-down menu.
2. Click Formula Editor. The Editor window will open.
@ AmiBroker - [IP - INTL PAPER - Daily] (
File Edit View Insert Format Symbol | Analysis | Tools Window Help
nedg & [ €| & Quick Review..
Symbols 3 % New Analysis...
Symbols | Layouts | Layers | Charts # Commentary..
<Search> BE| .2 Formula Editor... I
21 Al K AFL Code Wizard
» (0 Markets ! Old Automatic Analysis...
-3 Groups W7 L[] 7
» [ Sectors i Ij I
3. Expand the Editor window enough to give yourself room to work.
4.

Copyright © 2012 Blue Owl Press, Inc.

Type the AFL code into the window so that it matches the example below.

// Example5.afl
// Exploration
// Checks for new 10 day high or 10 day low.

Liquidity = MAC C x V, 21 );
Newl1@DayHigh = High == HHV( High, 10 );
Newl@DayLow = Low == LLV( Low, 10 );

Filter = Liquidity >= 1000000;
AddColumn( Newl@DayHigh, “10 Day High”,

1.0 );
AddColumn( Newl@DaylLow, “10 Day Low”, 1.0 )

)

Download a free copy from www.IntroductionToAmiBroker.com
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é [C\Program Files\AmiBroker\Formulas\Introduction to A.. = =] x|
File Edit Tools Help
0O & =] B Exercise5 o e

// Example5.afl -
// Exploration
// Checks for new 10 day high or 10 day low.

Liquidity = MA( C * Vv, 21 );
NewlODDayHigh = High == HHV( High, 10 );
Newl0DayLow = Low == LLV( Low, 10 );

Filter = Liquidity >= 1000000;

AddColumn({ NewlODayHigh, "10 Day High", 1.0 );
Addcolumn( NewlODayLow, "10 Day Low", 1.0 );

< [

Ready n1,Col1

5. Using the editor’s pull-down menu, select Save As.

6. The Save In directory should already be Custom. If it is not, navigate to: C:\Pro-
gram Files\ AmiBroker\Formulas\Custom.

7. For the File Name, type Exampleb5.afl.

Click Save. (This works even if you are using an unregistered version of AmiBroker.)

& Save As @
Savein: | Custom ~ @@
= Name - Date modified
=P Exercise5.afl 8/3/2012 848 PM
HecentiPlaces Testafl 8/3/2012 8:48 PM
Desktop
-l
%Llhlanes
Computer
@
4 (11} 3
Network
File name Exerciseb.afl - &J
Save as type [AFLFiles (af) -] [ cancel |

Any time you want to modify or edit this program:
1. Use the Formula Editor’s File menu, select Open.
2. Choose Exampleb.afl.
3. Click Open.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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EXPLORATION
Next, use Exampleb.afl as an Exploration.

1. Using the Analysis tab, Click the Pick a File icon. A dialog box opens, showing
afl programs in the Custom directory (or whichever directory was most recently
used).

2. Select Exampleb5.afl
3. Click Open.

& Open @
Lookin: | Custom - @F r@Er
P Name - ~ | Date modified
= Exercise5.afl h 8/3/2012 8:51 PM
Recent Places Testafl 8/3/2012 8:48 PM
Desktop
=l
Libraries
Computer
ey 4| (Il} 3
Ne&wrk Fegmms Exercises + & opm D
Files oftype: [AFL Files (-af) - [ cance |
[ open as read-only

4. Asyou can tell from the Formula File box, Exampleb5.afl has been loaded in the
Analysis module.

&\ AmiBroker - [Analysisl]

File Edit View Symbol Analysis Tools Window Help

DEEE 6= _HD v, e EFRLR £
Symbols iz (4 HD (Daily” % Analysisl XI >
Symbols [[Faverit=giiCaye] ek Bl Scan és'Explore ¥ Backiest - 1y Optimize - Ju - - 3¢ - @)rmulas\(uﬂom\l{xerci@
‘S;:"h) as- Applyto *Current + T |Range All quotes ~ 1/ 12011 B 12312001 B N
» 1 Markets Ticker Date/Time 10 Day High 10 Day Low
» (1 Groups No results
» [ Sectors

Analysis is the module from which you will run the formula-based analysis techniques.
These are the quantitative techniques, as compared with the visual and graphical tech-
niques of applying trendlines and looking for chart patterns. There are four major compo-
nents of Analysis:
e Explore - used to search for conditions that are interesting, and produce reports
with columns of data. For example, search for all instances of the stochastic oscil-

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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lator being below 20 for two days. Compute and report the price change over the
next three days.

* Backtest - used to test a trading system using historical data. Backtests can be
performed on individual stocks or on portfolios of stocks. You have complete con-
trol over the account size, how many positions are held at any time, how much
to invest in each position, when to buy, and when to sell. The output is a report,

a plot showing arrows at the the buy and sell points, and a plot of the account
equity.

¢ Optimize - used to select the best values for the parameters in the trading sys-
tem. In a moving average crossover trading system, optimization could be used
to select the best values for the lengths of the moving averages.

® Scan - after the system has been designed and is ready to be traded, scan through
the symbols that are in the universe of possible holdings to see if there are new
buy or sell signals.

Depending on what instructions you have written in your afl program, you may be able
to run exactly the same program in all of the Analysis components. Chapter 9, Analysis,
goes into each of these in more detail.

For now, fill in just what is necessary to complete the Exploration.

In the Apply to area, use the drop-down menu and select Filter.

[@, AmiBroker - [Analysis1] i
File Edit View Symbol Analysis Tools Window Help
DeE& e _ HD v_okheaERR

Symbols o [ HD (Daily” % Analysisl x | <>
Symbols | Layouts | Layers | Charts =
<Search> °
EL Al
» (0 Markets (
(1 Groups
» (0 Sectors
»[3 GICS
» (0 Watch Lists
¥ Favourites

El&tan 6" Explore

*All symbols

# Indexes

N SN SRS

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Click the Define Filter icon. The Filter Settings dialog box opens. Use the drop-down

menu to select the watchlist named Basic Materials. Click OK.

gAm\Emker— [Analysis1]

DsdE & 2@ =
Symbols
[ Symbols [ Layouts [ Layers [ Chans]

<Search>

File Edit View Symbol Analysis Tools Window Help

@®_ HD YL ERKE_ LS D

2x

o=-

2L Al
-1 Markets
(3 Groups
© (0 Sectors
(1 GICS
(0 Watch Lists
¥ Favourites
il Indexes

[ HD (Daily” % Analysis x |

%

Apply to *Filter v E ange All quotes

Bl Scan $5*Explore VBm{}Optimize -l - 0% @ Formula Formulash

v 1/ 1/2011 v 12/31/2011

Gl

= te

Symbol & Full name

DIS WALT DISNEY-DISNE
GE GEN ELECTRIC CO

HD HOME DEPOT INC
HON HONEYWELL INTLIN
HPQ HEWLETT PACKARD C
1BM INTL BUSINESS MAC

m

Ticker Date/Time =10 Day High 10 Day Low

e v
Filter settings M

Indlude Exclude
Market: [ - [ cancel |

GICS: -

[
[ watch list: Basic Materials -
e — —
Favourites: B

Indexes: B

In the Range area, select 1 Recent Days.

@ AmiBroker - [Analysis1]

DedE = & )
Symbols
[ Symbols { Layouts ] Layers { Charts }

<Search>

File Edit View Symbol Analysis Tools Window Help

o

e - % Analysisl X | <~

B8

M_ HD o sesEFALR LS00

o Y

Bl Sean & Explore ¥’ Backtest - .20
Apply to *Filter -

2L Al
(3 Markets
-3 Groups
(2 Sectars
+(3 GICS
(3 Watch Lists
® Favourites

Ticker Date/Time
recent bar(s)

1
1 recent day(s)
From-To dates M

Ll htugsan g™

Copyright © 2012 Blue Owl Press, Inc.
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Click Explore. A report will be displayed. There is one line for each ticker for each day.
A value of 1, which means True, indicates that issue had a 10 day High or 10 day Low on
that day. A value of 0, which means False, indicates that it did not.

[, AmiBroker - [Analysis1] €
File Edit View Symbol Analysis Tools Window Help
DEMEHE O _ HD o meaw i AKE L -
Symbols i [ HDBe#ysg Analysisl X] > L
Symbols | Layouts | Layers | Charts Bl Scdp WEprre Backtest - {yOptimize - | Ju~ @ - $¢ - [
<Search> BE-
‘ear( a Apply to *FITter v T Range lrecentday(s) ~ 1/ 1
L AN
él Markets ,Ti(ker Date/Time 10 Day High 10 Day Low
»(2 Groups DD 8/3/2012 0
- (1 Sectors P 8/3/2012 0 0
(3 GICS XOM 8/3/2012 0 0
> (1 Watch Lists AA 8/3/2012 0 o
¥ Favourites I
i Indexes

None of the issues had either a 10 day high or 10 day low when this example was run.

On your own -- Change the Range to From-To Dates, enter a date range using the calendar
icons, and rerun the exploration to see if there were 10 day highs or lows in the period you
chose.

Exit AmiBroker.
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ExAMPLE 6 - RUN A SINGLE STOCK BACKTEST

In this example, you will use the Formula Editor to write the AFL code for a simple trading
system, run the code as a Backtest on the historical data of one stock, review the results,
plot the Buy and Sell arrows, plot the Equity Curve.

Start AmiBroker.

Using the Analysis pull-down menu, select the Formula Editor. The Formula Editor will
open, ready to accept your new AFL program. Type it in so it matches this one:

// Example6A.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

FastMA
S1owMA

MAC C, 5 );
MA( C, 20 );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

A [C\Program Files\AmiBroker\Formulas\Custom\Example... | = =X

File Edit Tools Help

D& & @B o Example6A | " v - @ -

// Example6h.afl -
// B trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average

// crosses up through the slower moving

// averags.

// Sell when the faster moving average

// crosses down through the slower

// moving average.

FastMAR = MA( C, 5 );
SlowMa = MA({ C, 20 );

[Buy = Cross( FastMa, SlowM2 );
Sell = Cross( SlowMA, FastMA );

q )

New file Ln 16, Col 1

Save it in the Custom directory as Example6A.afl.

In setting up Analysis, you need to load the file you want processed. Example 5 showed
one way to do that. Here is another - a shortcut that coordinates Formula Editor with
Analysis.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Formula Editor has a toolbar. The rightmost icon in the toolbar is three squares in the
shape of a V. If you hover your mouse over it, the tooltip says Analysis. When you click
that icon, the file that is open in Formula Editor is loaded into Analysis. This makes for an
easy cycle of editing and analyzing. After the edit, click the Analysis icon and go directly
on with the analysis.

é [C:\Program Files\AmiBroker\Formulas\Custom\Example... E‘E‘i—hj

File Edit Tools Help

0OE & (=) Example6A ¥ >@

// Example6a.afl Analysis -
// A trading system based on the

// crossover of two moving averages-

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// ecrosses down through the slower
// moving average.

FastMA = MA( C, 5 };
SlowMa = MA( C, 20 );

Buy = Cross( FastMA, SlowMi );
Sell = Cross( SlowMA, FastMA );

< )

Send to analysis window Ln16,Col1 |

BACKTEST
In the Formula file area, load Example6A.afl.

Make CAT, Caterpillar Corporation, the active symbol and display it in the chart window
with daily bars.

To run the backtest:
1. Inthe Apply to area, select Current symbol.
2. In the Range area, select All quotes.

3. Click Backtest (ignore the pull-down menu for now).

E AmiBroker - [Analysis1]

File Edit View Symbol Analysis Tools Window I
== =r-1 [i B=r ey Hwariy AKB_L-

Symbols 2 x [ CAT (Daily @ Analysisl x | <
Symbols | Layouts | Layers | Charts Bl Scan 65" Explor{(¥ Bagitest - [S¥ Optimize -y + @ + $¢ - [l _ Formula C\Pragram Files\AmiBrokerFormulas\Custom\ Example6A 3

<Search> 2B8-
‘:arc e Apply to *Current v ange All quotes 1/ 1/2012 [D~ 1273172012 [~ _
zk All ”

Results

J‘"‘V‘*ﬁv
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The trade-by-trade results appear in the Results List on the Analysis tab.

B Amigroker - (Analysis1]

R N 4

If, instead of the trade list, you see only a single line summary:

{
File Edit View Symbol Analysis Tools Window Help
DEEE O AT v isewmAKRBL 2/ 9. }
Symbols 2 x CAT (Daily” & Analysisl x| | P
| symbols [ Layouts | Layers | Charts [ Scan 6 Explore ¥ Backtest - {7 Optimize - | du - 0 - 3¢~ Formula C:\Program Files\AmiBroker\Formulas\Custom\Example6A.afl
<Search> eE-
] Apply to *Current ~ T Range All quotes v 1/ 1/2012 B~ 12/31/2012 )~ ]
01 Markets Symbol  Trade Date Price Ex.date ExPrice %chg  Profit %Profit Shares Position.. Cum.Profit #bars Profitb.. MAE  MFE Scal..
03 Groups AT Long 10/2/2003 3037 10/23/2003 2995 -138% -10915 -138% 259891 789288 -221628 16  -682 -140% B8ST%  0/0
+(03 Sectors caT Long 11/5/2003 3145 11/11/2003 302 -397% 30937 -397% 247495 778372 -252564 S -6187 -414% 100% 00
LQa6ics AT Long 11/25/2003 315 1/12/2004 3461  087% 73794  O87% 237281 747435 178770 32 2306 -192% 1346%  0/0
1+ Watch Lists caT Long 116/2004 3547 1/29/2004 3257 -818% 67143 -818% 231528 821230 245013 9 7460 -818% 186% 00
@ Favourites caT Long 3222004 3183 4/29/2004 3286 324% 24402 324% 236911 754087 221511 28 871 -083% 1279%  0/0
 Indexes cat Long 6/1/2004 517 61772008 3165 -162% 12584 -162% 241992 778480 234095 12 -1049 274% 238%  0/0
caT Long 6232004 3299 7/22/2004 313 512% 30236 -512% 232163 765905 273330 21  -1868 -645% 273%  0f0
caT Long 8/18/2004 3086 10252004 3352 862% 62636  862% 235473 726670 -210695 48 1305 -248% 1311% 000
AT Long 10/20/2004 3446 12/9/2004 3914 1358% 107195 1358% 22905 789305 -103499 29 3696 -130% 1574%  0/0
caT Long 12/13/2004 4021 1/6/2005 4004 -042% 3790 -042% 222955 896501 -107290 18 211 -218% 504% 00
Symbol gl name, || car Long 2/4/2005 395 3/22/2005 407 304% 27120 304% 226003 892710  -80169 32 848 -270% 876%  0/0
¢ CITIGROUP INC caT Long 4/262005 3837 5/2/2005 3817 -052% 4795 -052% 239727 919831  -B49.64 5959 -319%  279% 00
CAT CATEREILLARING ‘ ‘ AT Long 5/5/2005 388 6/29/2005 4173 755% 69099  755% 235834 915036  -15864 39 1772 -147% 1461%  0/0
sco Cisco Systems Long 7/13/2005 4311 8/22/2005 1030% 228285 984136 85494

[, AmiBroker - [Analysis1]

A\

File Edit View Symbol Analysis Tools Window Help

DedE &% BE &) OB _ AT vohewERKE_ L/ 00
Symbaols rx [wi CAT (Daily‘/@Analysisl X[
[Symbuls I Layouts N Layers {Charts‘ El Scan 64 Explore ¥ Backtest - 7 Optimize - | 4 - 0 - $¢ - [ _ Formula C:\Program Files\AmiBroker\Formulas\Customy
<Search> BEE- .
I a Apply to *Current ~ T | Range All quotes v 1/ 172012 [+ 12/31/2012 @~ _
Al -
»Iz:l Markets Ticker Net Profit Net % Pro.. Exposure% CAR RAR Max. Trad.. Max Trad.. Max Sys.. Max Sys.. Reco
» 1 Groups <Portfolio> 4,743.70 47.44 5597 313 559 -1,914.97 -15.26 -8,212.02 -35.67
» 1 Sectors
v GIcs
» 3 Watch Lists
¥ Favourites
& Ind

you can control that using the Settings. Click the Settings icon. It looks like a little wrench.

& AmiBroker - [Analysis1]

File Edit View Symbol Analysis Tools Window Help

b
4
DEHEHE & ¢ e © O’ _car Toime e HFAKE L/ D 3
Symbols e [ai CAT (Dailyy’Qi‘ Analysisl X m i
[Symbols { Layouts N Layers I Charts 1 Bl Scan 6" Explore ¥ Backtest - {.rOptimize - Ju - rmula C\Prg,
(za:l:” B | apply to *Current ~ T | Range All quotes B~ 1251
. 01 Markets Ticker Net Profit Net % Pro.. Exposure % CARM‘ Trad.. Max.
+ 03 Groups <Portfolio> 474370 47.44 5597 313 550  -191497
(0 Sectors
R N Y ! T S N S VY N
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A Backtester settings dialog box will open. Select the Report tab. Select the Trade List
radio button. Click OK. Click Backtest again.

DSHG & BE X o em_ caT T aewERRB L/ D
#x | ] CAT (Daily” ¥ Analysisl x| & |

Bl Scan ¢ Explore % Backtest * {}Opllmlze | a-E ' - Formula C:\Program Files\AmiBroker\Formulas\Custom\Exam
as- Apply to *Current ~ T Range All quotes - 1/ 12012 [~ 1273172012 Elv -

Symbols
[Symbuls { Layouts { Layers { Charts ‘

B, AmiBroker - [Analysisi] Ty
File Edit View Symbol Analysis Tools Window Help {

<Search>

20 Al
> Markets Ticker Net Profit Net % Pro.. Exposure % CAR RAR Max Trad.. Max Trad.. Max Sys.. Max Sys.. Recovery
+(3 Groups <Portfolio>  4,743.70 4744 55 9742d2. 500, 101407 1526 221302 (17~ nsg
>3 Sectors Backtester settings

—_—

8 S\ﬁs h List | General | Trades | stops{{ Report [Jortfolio | walk-Forward|
> atch Lists

* Favourites Reporting -

Result list shows:

(") Detailed log
() Summary

B Indexes

Risk-free rate for Sharpe ratio: 5

DRI Z R e, P ol ™ Pt

REesuLts

In addition to the trade-by-trade results, there are three ways you might like to review the
results - the report, buy and sell arrows, and equity curve. Each will be discussed in turn.

Download a free copy from www.IntroductionToAmiBroker.com
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RepORT

Click the Report icon that looks like a small spreadsheet. A report window will open.
Click the Maximize button to make it full screen, then examine each of the six report sec-
tions - Statistics, Charts, Trades, Formula, Settings, Symbols. The statistics and charts
show that this system is awful.

ExamplebA - Backtest Report - HtmIView @E—J Example6A - Backtest Report - HtmlView ==l ﬁ
File View Help File View Help
=d & 7 =l & ?
Statistics | Charts | Trades | Formula | Settings | Symbols || Statistics | Charts | Trades | Formula | Settings | Symbols
Statistics Charts
All trades Long trades Short trades
Initial capital 10000.00 10000.00 10000.00 1. Portfolio Equity
Ending capital 14743.70 14743.70 10000.00
Net Profit 474370 4743.70 0.00 Portfolio Equity = 14743.7 T8,000
Met Profit % 47.44 % 47.44 % 0.00 % | I =
Exposure % 55.97 % 55.97 % 0.00 % | 1—‘ 16,000
Met Risk Adjusted Return % 84.76 % 84.76 % N/A l W
Annual Return % 3.13% 3.13% 0.00 % 14,000
Risk Adjusted Return % 5.50 % 5.50 % N/A M L ﬁ
I L) 4 12,000
All trades 97 97 (100.00 %) 0(0.00 %) H Jlﬂﬂ\. l
Avg. Profit/Loss 48.90 48.90 N/A | J b 10,000 R
Avg. Profit/Loss % 0.77 % 0.77 % N/A l‘{ "‘ﬁ‘u f')J vH w
Avg. Bars Held 19.28 19.28 WA | | 1 Wyg | 8000
= U w wyf ]U
Winners 37(38.14 %) 37 (38.14 %) 0 (0.00 %) |
Total Profit 33750.61 33750.61 0.00 2002 2004 2006 2008 2010 2012
Avg. Profit 912.18 912.18 N/A
#vg. Profit % 9.61 % 9.61% /A 2. Underwater Equity
Avg. Bars Held 33.22 33.22 N/A
Max. Consecutive 5 5 0 Drawdown = -16%, Max_ drawdown -56% [ L 0%
Largest win 2974.98 2974.98 0.00
# bars in largest win 25 25 0 L _10%
Losers 60 (61.86 %) 60 (61.86 %) 0(0.00 %) '15-
Total Loss -29006.91 -29006.91 0.00 -
Avg. Loss -483.45 -483.45 N/A
Avg. Loss % 4,68 % 468 % N/A -30%
Avg. Bars Held 10.68 10.68 N/A
Max. Consecutive 12 12 o -40%
Largest loss -1518.74 -1518.74 0.00
# bars in largest loss 9 9 o L4 -50%
Max. trade drawdown -1914.97 -1914.97 0.00 2002 2004 2006 2008 2010 20012
Max. trade % drawdown -15.26 % -15.26 % 0.00 %
Max. system drawdown -8212.02 -8212.02 0.00 3. Profit Table
Max. system % drawdown -55.67 % -55.67 % 0.00 % i
Recovery Factor 0.58 0.58 N/A NUM
CAR/MaxDD 0.06 0.06 NfA
RAR/MaxDD 0.10 0.10 NA T
Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Buvy AND SELL ARROWS

Click the Chart tab. Right-click anywhere in the top pane where the price series is plotted.
A context menu will open. Left-click Parameters.

(@, AmiBroker - [CAT - CATERPILLAR INC - Daily] 3
File Edit View Insert Format Symbol Analysis Tools Window Help
DS & GO @GR _ AT o hewERLKE_2L- /D
Symbols " x ;Z [ai CAT (Daily) X [ Analysis1 | <> 3
Symbols | Layouts | Layers | Charts CAT - Daily 4/13/2012 Open 105.037, Hi 105.789, Lo 104.127, Close 104.77 (-0.5%) Vol 83,216 MA(Close,15) = 104.56,5
<Search> BE- $DT*¢+
2L Al ?l 1] [abs
- (1 Markets L—H " |"a[ameters...
» (3 Groups
» (1 Sectors Edit formula...
» ([ GICS
Intrada
» 3 Watch Lists ) y
*® Favourites Daily view
Eil Indexes Weekly view
Monthly view
Pane
Template
Symbol Link
Symbol #  Full name il Iy © Link
ApI DOW JONES INDUSTR [ nterval Lin I
AA ALCOA INC T Delete indicator »
AXP AMER EXPRESS INC
BA BOEING CO
BAC Bank of America Lock symbal
C CITIGROUP INC A Close
CAT CATERPILLAR INC War Apr WMay <
W CAT - MACD(12.26) = 266 S| 9)=-1 :

A Properties dialog box will open. Click the Axes & Grid tab. Scroll down until you find
Show trading arrows. Click in the area to the right until it is set to Yes. Click OK.

Properties of: Price

Parameters| Axes & Grid

& Axes
Scaling Automatic
Minimum & 76989479
Maximum & 11766413
Type Linear
Show date axis? Yes

& Grid
Show middle lines Yes
Show upper/lower limits ~ No
Show % values No
Levels
Format 0- Decimal (auto)

o M
Show trading arrows Yes *
Wrap title No
Vert quote marker Show
File path & Formulas\Drag-drop\_Pri
ChartiD L
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Click the Analysis tab. Right click any single line in the trade list. A dialog box will open.
Click Show arrows for actual trades.

(@ AmiBroker - [Analysis1] - -_— <
File Edit View Symbol Analysis Tools Window Help
DEdE & 0 BE s Li J= RNy . kewERLR_ L/ 00
Symbols 2 [ad CAT (Daily‘/v Analysisl x | < '
[Symbols ] Layouts TLayers I Charts I Bl Scan 6w Explore ¥ Backtest - 1vOptimize - Ju -~ 0~ %%~ . :Formula C:\Program Files\AmiBroke
<Search> EE- —
oA 2 Apply to *Current ~ T | Range All quotes > 1 172012 B> 1243172012 [
2
- (1 Markets Symbol Trade Date Price Ex.date Ex. Price % chg Profit
» 1 Groups CAT Long 3/16/2000 1525 4/18/2000 1422 -675% -67541
» (1 Sectors CAT [y Long 5/16/2000 1521 5/26/2000 1441 -526%  -49045
.1 GICS CAT r Y p il HM . 38587
» (1 Watch Lists CAT Long e ——— 4% -367.05
* Favourites CAT Long - Ehow arrows for actual trades - be  -33672
B Indexes CAT e, Show current trade arrows o 47262
CAT Long Add all results to watch list... V% 182337
CAT Long Add selected results to watch list... 0% -517.32
CAT Long Replace watch list with the results.. 5%  -604.92
CAT Long Replace watch list with selected results... 5%  -41065
Symbol & Full name —i| caTt Long Clear results list 4% 147010
A
DI DOW JONES INDUSTR = cat 5y e — hee  -597.50
AA ALCOAINC
— || CAT Long 3% -52.82
AXP AMER EXPRESS INC CAT ) Select All CreA Lo o076
BA BOEING CO CAT Long Copy Ctrl+C o, 28936
BAC Bank of America CAT Long 11/7/2001 1918 12/3/2001 1882 -188%  -14640
c CITIGROUP INC CAT 12/6/2001 2005 1/11/2002 2018 0.65% 49.62
EAT CATERFILLAR INC CAT 1312002 2011 2/6/2002 1 333% 256,

Click the Chart tab. You will see green upward-pointing arrows at the bars where Buy
signals occurred and red downward-pointing arrows at the bars where Sell signals oc-
curred.

[ CAT (Daily) x| % Analysisl | &
CAT - Daily 8/3/2012 Open 82 5911, Hi 84 2267, Lo 82 3757, Close 83 12 (0.0%) Vol 50,833 MA(Close, 16) = sz,sg

- n Téﬁ*’ﬁ* j
]

"Mar "Apr "May
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On the Analysis tab, click the Equity icon that looks like a small bar chart.

(& AmiBroker - [Analysis1]

File Edit View Symbol

Analysis

Tools Window Help

LY
<

Dedg & % BE = O/ _ AT v e HAKE_ L

Symbols e x [ CAT (Daily” % Analysis1 x | < |

[SymbﬂlsMBWUBILBVE"SIC“”SI Bl Scan #"Explore ¥ Backtest - 1.y Optimize, E;H -3¢ - _ :Formd
<S;a:|T> B- Apply to *Current ~ T Range All qudges J 1/ 1,’2;12 D"
1 (3 Markets Symbaol Trade Date “~TPrice Ex. date Ex.

» (3 Groups CAT Long 3/16/2000 1525 4/18/2000

Click the Chart tab. A new pane has been created as the bottom pane. It contains a bar
chart of equity. The green represents cash; blue holding a position; brown drawdown.

& AmiBroker - [CAT - CATERPILLAR INC - Daily] =
file Edit View Insert Format Symbol Analysis Tools Window Help & _ex
DEEE &L 2@ 0 00 @, AT Ty HOHERAB L/
Symbols 2% | L1 CAT (Daily) x| % Analysis1| < | M
Symbols | Layouts | Layers | Charts | CAT - Daily 8/3/2012 Open 82.5911, Hi 84 2267, Lo 82.3757, Close 83.12 (0.0%) Vol 50,833 MA(Close, 15) = 82.80, Mid MA(Close,45) = 83.66, Long HA(Close 100) = 93.19, =8589, =7971 -
<search> CIER 1 15|,
LA AL=R N £ A
2 Markets L] 10| |
+C2 Groups =
3 Sectors ¥ 105 |~
e —
1 GICs T, i — #
(2 Watch Lists b e 100 | &
* Favourites L LN ~— o
@ Indexes i Td]lﬁ S 95 | ¢
"y = amegs ©
— £
I é‘D-D L] g 9|~
L L] 858858 1H
I o t * v
Symbol #  Full name Bl [ h ' ;
DI DOW JONES INDUSTR L his .- e | -
A ALCOAINC 3 v oris K
AXP AMER EXPRESS INC Apr May Jun Jul Aug o
BA BOEING CO CAT - MACD(12,26) = -0.23, Signal(12,26,9) = -0.57 4
BAC Bank of America 2| n
c CITIGROUP INC . S - G ST L [4]
AT CATERPILLARINC L o m ”
csco Cisco Systems. T -
cx Chevron - 4 fum
T o o CQT/;R\S\US) =483 NE
Information a5 x i
- General 2 M | e <
Symbol CcAT E| S /\fv\/‘/\\ g
Full Name CATERPILLAR INC w‘/\ 30 2
Alias =14.743.70, Cash = 0.00, Drawdown = -2,76198 A
Address 100 NE Adams Stree T HY
Country usa ‘.A
Currency usD
Web ID
Continuous quotation: Yes ~
| 4T 4[> ¥\ Sheet 1 ('Sheet 2, Sheet 3 ) Sheet4 ) Sheet 5 ) Sheet 6 ) Sheet 7 ) Sheet8 / &|-s| 1] «

For Help, press F1

Copyright © 2012 Blue Owl Press, Inc.
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Method 2
Click the Chart tab.

In Formula Editor, open Example6A.afl.

Add the three lines at the bottom to make it like the code shown here.

// Example6B.afl

// A trading system based on the

// crossover of two moving averages.
// Buy when the faster moving average

// crosses up through the slower moving

// average.
// Sell when the faster moving average
// crosses down through the slower

// moving average.

FastMA
S1owMA

MAC C, 5 );
MA( C, 20 );

Buy = Cross( FastMA, SlowMA );

Sell = Cross( SlowMA, FastMA );

Plot( C, “C”, colorBlack, styleCandle );

e = Equity();

Plot( e, “equity”, colorGreen, stylelLine | styleOwnScale );

& [C\Program Files\AmiBroker\Formulas\Custom\Example6B.afl] - ... E@éj

File Edit Tools Help

0O & & 3} Example6B “&@Q -8

// B trading system based on the

// crossover of two moving averages.-

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

FastMA = MA( C, 5 );
SlowMA = MA( €, 20 );

Buy = Cross( FastMa, SlowMA );
Sell = Cross( SlowMA, FastMA );

Plot( ¢, "C", colorBlack, styleCandle );
e = Equity();

4

// Example6B.afl Apply indicator g

Plot( =, "equity", colorGreen, styleLine | styleOwnScale );

»

Save and display chart

Ln 18 Col 60 .

Save it as Example6B.afl

Click the Apply indicator icon in the toolbar.

Copyright © 2012 Blue Owl Press, Inc.
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A new pane will appear in the chart window. It has the price series displayed as black
candlesticks and the equity curve displayed as a green line. These came from the two
Plot statements in the revised program. Note that the changes in the equity as plotted in
Method 1 and the changes in equity as plotted using this method agree. Click the cursor
at any point in any pane and the value of the equity at that bar will be displayed. The final
equity is in the green field at the right side of the chart -- $14,743 for CAT for the period
tested. Note that this figure agrees with the statistics and chart produced by the Report.

& Amigroker - [CAT - CATERPILLAR INC - Daily] =

@
x

File Edit View Insert Format Symbol Analysis Tools Window Help
DEEE&: 2@ X (0o @m_ AT T BVHBARKB 2L/ D,

Symbols. # x| L] CAT (Daily) X # Analysisl < b~

Symbols | Layouts | Layers | Charts GAT - Daily 1012612011 Open 90 4463, Hi 90.8698, Lo 88.6732, Close 0.2 (1
Search B-
2 A1

02 Markets
2 Groups

0 Sectors
Qaics

(2 Watch Lists
* Favourites
& Indexes

JePEODRN I —~NNA[7]

Symbol £ Full name

~DIl DOW JONES INDUSTR
A ALCOAING

AXP AMER EXPRESS INC - Poriole lown = -571.00
A BOEING CO

BAC Bank of America
c CITIGROUP INC
caT CATERPILLAR INC
csco Cisco Systems

BN

=(iiga «[a]~

- General
Symbol AT E]

Full Name CATERPILLAR INC
Alias
Address 100 NE Adams Stree'

WK E DN

S E

Country UsA CAT -C = 90.20, equiy = 16,018.70

Curency usD Ao P P LV

Web ID e VO o e L T
; !

of A — R o
Continuous quotation: Yes - o o

I T e = o0
R
4] 4> [ W]\ Sheet 1 {Sheet 2}, Sheet 3 Sheet 4 ) Sheet 5} Sheet6') Sheet 7 ) Sheet8 / & -5 -I| « [ i »
A E X [agE X X:7/20/2012, Bar: 3158 Y: 18310.270 NYSE, Group 1, Capital Goods, Constr. & Agric. Machinery Data 8388383 CAP

§

There is an added benefit to using the second method of displaying equity. Using the
Symbols menu, click on any symbol, say AXP. All of the charts, except the green and blue
equity chart, change to reflect American Express, including the equity resulting from ap-
plying the trading system of Example6B, showing a final equity of $7,156.

The green and blue chart did not change -- it was plotted from the analysis tab. In order
to refresh it, click the Analysis tab, click Backtest. The green and blue equity chart will be
refreshed to reflect applying the system to AXP.

Visual inspection of the equity curve is an excellent way to get a feeling for the behaviour
of a trading system. Cycling through a list of issues by pressing the down-arrow key
shows the equity curve for each without needing to explicitly run a backtest.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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& AmiBroker - [AXP - AMER EXPRESS INC - Daily] N =
File Edit View Insert Format Symbol Analysis Tools Window Help & _ex
DEER &) 20X |0/ 00 (@m_ A VL RO GRAB L/ D
P A il | kB
Symbols #x |3 AXP (Daily) X | & Analysisl| [N~
| Symbols | Layouts | Layers | Charts | AXP - Daily 5/15/2012 Open 58.2183, Hi 58.6668, Lo 57.5806, Close 57.74 (-0.8%) Vol 50,895 MA(Close, 15) = 59.58, Mid MA(Close,45) = 57.95, Long 11A(Close, 100) = 53.78, =6129, =573 1593883 |
<Search> - <
2 Al { -
(3 Markets f I
+ 03 Groups e 5
(3 Sectors. . &
vQa6ics . 0|2
+(03 Watch Lists :
© Favourites o
& Indexes ave
; 45
%
4«
i
Symbol # Full name 2] &/
DIl DOW JONES INDUSTR L 2011 Ror i} et 2012 Apr T} |
A ALCOAINC I | — 2
AP AMER EXPRESS INC AXP - Poriiolo Equl = 15,282.93, Cash = 15,282.93, Drawdown = 2,222.15 a
BA BOEING CO i
BAC Bank of America s
c CITIGROUP INC ra]
AT CATERPILLAR INC v
csco Cisco Systems 10000 | m
v Chevron ~ .
< i v =
Information 8 x n
- General - A
Ssymbol AXP B ;‘3
Full Name AMER EXPRESS INC B
Alias =
Address World Financial Cent ‘a
Country UsA AXP -G = 5774, equity = 1,073.39 ™
Currency usD A M\\w
Web ID | . Pt A > i
o T R e
SRR st e
P W
14 4[» [ M)\ Sheet 1 {'Sheet 2, Sheet 3, Sheet 4 ) Sheet 5 ) Sheet 6), Sheet 7} Sheet8 / & =5 1| « [ i, ad»
488 X a8 @ x || X Y: NYSE, Group 1, Financial, Consumer Financial Services Data 8388390 CAP

Save all.

For a more detailed discussion of the use of backtesting and the reliability of in-sample
results, read my paper, Backtesting and Cognitive Dissonance.

Exit AmiBroker.

Copyright © 2012 Blue Owl Press, Inc.
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ExAMPLE 7 - RUN A PorTFoLIO BACKTEST
This example will apply a trading system to a portfolio and view the portfolio equity.
Start AmiBroker.
Using Formula Editor:
1. Open Example6A .afl.

2. Change it to make it agree with the program below.

// Example7A.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

// This version adds multiple positions
// for use with a portfolio.

SetOption( “MaxOpenPositions”, 2 );
SetPositionSize( 50, spsPercentOfEquity );

FastMA
S1owMA

MAC C, 5);
MAC C, 20 );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

Save the new program as Example7A.afl.

Click the Analysis icon. Example7A is loaded into Analysis as the Formula File.
Click the Analysis tab.

Apply to: Filter.

Define filter: Watchlist > Basic Materials.

Range: All quotes.

o ® N o ok W

Settings > Report tab > Trade List.
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10

& AmiBroker - [Analysis1]

Click Backtest. The Results List shows the individual trades.

File Edit View Symbol Analysis Tools Window Help

DEEE % B @ o/ AP VLB BERABL L/ D
Symbols # x| 3 AXP (Daily” @ Analysis1 x| &
Symbols | Layouts | Layers | Charts [} Scan 6 Explore ¥ Backtest ~ {vOptimize ~ | Ju - @~ 3¢~ @ _ ‘Formula C:\Program F stom\E: le7Aafl
‘Sjam‘\ BE- | poply to siter ~ T Range All quotes v 112012 B 12312002 O~
;;ﬂ;ms Symbol Trade Date Price Ex. date EcPrice  %chg  Profit %Profit Shares Position.. Cum.Profit #bars Profi/b.. MAE  MFE Scal.
3 Groups 3 Long 10/12/2009 2281 10/28/2000 2131 -658% 27677 -658% 184516 420881 -217384 13 2129 -658% 872%  0/0
01 Sectors oD Long 11/10/2009 3213 12/4/2009 3078 -420% 16392 -420% 121419 390120 233776 18 911 -420% 551% 00
Ci6ics 3 Long 11/9/2009 2439 1/12/2010 2607 689% 26054  689% 160438 391308 206822 44 613 -320% 1465% 00
0 Watch Lists A Long 217/2010 1348 2/26/2010 1318 -223% 8826 -223% 294205 396589 -215648 8 1103 -590% 221% 00
* Favourites oD Long 2/17/2010 3193 5/6/2010 3536 1074% 42603 1074% 124206 396589 -173046  S6 761 -118% 2514% 00
 Indexes oD Long 6/14/2010 3591 6/29/2010 3434 -437% -18077 -437% 115143 413477 191123 12 1506 -437% 637% 00
P Long 6/14/2010 2463 6/30/2010 2225 -966% 39954 -966% 167875 413477 231078 13 -3073 -ll4.  767%  0/0
A Long 77142010 1084 7/19/2010 1051 -304% 11673 -304% 35374 383454 -242751 4 2918 -461% 183% 00
P Long 7202010 2387 8/10/2010 2253 -561% 20765 -561% 154965 369902 263516 16 1298 737% 622% 00
oD Long 7/13/2010 3635 8232010 3972 927% 35643  927% 105767 384461 -227873 30 1188 -454% 1435% 00
Symnbol g KgiFulame; oD Long 9/2/2010 4141 11/15/2010 4596 1009% 42419 1099% 932295 386064 -185454 52 816 -059% 1542%  0/0
“oi DOW JONES INDUSTR oD Long 1212000 4799 1/11/2011 486 127%  SL77  127% 848663 407273 180277 29 179 -235% 451% 00
An ALCOAINC = oo Long 128/2011 4991 3/2/2011 5306 631% 25868  631% 821201 409862 154409 23 1125 -111% 1258%  0/0
AXE AMER EXBRESSING oD Long 3/3/2011 5455 3/4/2011 5387 -125%  -5270 -125% 775061 422796 -159679 2 2635 -154% 073% 000
BA BOEING O AA Long 3/23/2011 1695 4/14/2011 1655 -236% 9915  -236% 247882 420160 169595 17 583 -336% 897%  0/0
BAC Bank of America DD Long 42172011 5591 5/5/2011 S168 -757% -31413  -757% 742627 415203 -201008 10 3141 -757% 195%  0/0
¢ CITIGROUP INC XoM Long 531/2011 8142 6/7/2011 7804 -415% 16584 -415% 490661 399496 -217592 6 2764 -415% 034% 00
CAT CATERPILLAR INC oD Long 6/23/2011 496 7/21/2011 5052 185% 7256 185% 788718 391204 -210336 24 302 -283% 949%  0/0
o Cisco Systems XOM Long 8/29/2011 7278 9/8/2011 715 -176%  -6944 -176% 542501 394832 217280 8 868 -568% 101%  0/0
oz Chevren e Long 8/20/2011 2608 9/23/2011 2437 -656% 25888 -656% 151393 394832 243168 19 1363 -954% 572% 00
XoM Long 9/30/2011 7132 11/4/2011 771 810% 30668  810% 530589 378416 212500 26 1180 -472% 1317%  0/0
Information XOM Long 11/9/2011 7644 11/10/2011 7774 170% 6696  170% 51511 393750 -205803 2 3348 -047% 198%  0/0
SiGeneral XoM Long 1/11/2011 7874 11/15/2011 7812 -079% 3127 -079% 504316 397098 -208930 3 1042 -167% 029% 00
Symbol Axe XOM Long 1162011 7729 1/17/2011 7691 -04%%  -1945 -049% 5L1754 395535 210875 2 972 -049% 192% 00
Full Name AMER EXPRESS INC XoM Long 12/2/2011 7881 1/31/2012 8271 495% 19525  495% 50065 394563 -191350 40 488 -141% 1022% 00
Alias Long 221/2012 1025 2/28/2012 103 049% 1965  049% 392958 402782 -189385 2 982 -058% 087% 00
Address World Financial Cent | [ p Long 2/13/2012 3973 37282012 3456 559% 22607  559% 123534 404325 -1667.78 2 706 -327% 1055%  0/0
Country Ush XOM Long 3/20/2012 8549 4/5/2012 8424 -146% 6092 -146% 487321 416611 -172870 6 1015 -184% 184% 00
Currency usb AA Long 4/18/2012 988 4/19/2012 969 -192% 7953 -192% 418588 413565 -180823 2 3977 9% 121% 00
WebID ‘ XoM Long 4/20/2012 8472 5/8/2012 8345 -150% 6140 -150% 483461 409589 -186963 13 -472 -182% 259% 00
Continuous quotation: Yes ~|| oo Long 6/12/2012 4989 7/6/2012 489 -198%  -8067 -198% 81483 406519 -195030 18 448 -279%  317%  0/0
XoM Open Long 6/13/2012 8063 8/3/2012 8588  651% 26408  651% 503016 405582 -168621 38 695 -105% 895% 00
14| «[» [\ Resultlist (Info ), Walk Forward / <«
aga x [48@ X 8 X f X: Y: NYSE, Group 1, Financial, Consumer Financial Serv

Looking carefully at the results, there are times when there are two positions, times when
there is only one, and times when there are none. When processing a portfolio backtest,
AmiBroker starts out with 100% cash and knows the maximum number of positions it can
hold simultaneously (2 in this case). The code in Example7A tells AmiBroker to divide the
available funds into two, giving each 50%. The trading system is applied to each of the
ticker symbols in the watchlist. When the first (in chronological order) buy signal occurs,
one position is taken and as many shares as possible are purchased with 50% of the funds.
Whenever there is a sell signal for that symbol, those shares are sold and the cash made
available for another purchase. In the mean time, when the next buy signal occurs, the
remaining 50% is used to buy shares in that stock. The buying and selling, using funds
and returning funds, continues for the length of time specified.
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Plotting the portfolio equity gives a graphic view of the process.
Click the Equity icon.
A new pane opens at the bottom of the chart window.

The two positions are evident, one above the other. When a stock position is held, the plot
is blue. When cash is held, the plot is green. The chart shows the ebb and flow of positions
- sometimes two, other times one, other times none. The dark brown area at the bottom
shows the drawdown. For this run, the final equity was $8,313. The drawdown when the
test period ended was $5,304. Drawdown is the decrease in equity from the highest high
equity value.

XOM - Portfolio Equity = 8,130.37, Cash = 8,130.37, Drawdown = -5 487 48

On the Analysis tab, Click the Report icon.

Read the Statistics. Examine the Charts.
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This run was made allowing a maximum of two simultaneous positions. The code can be
modified to study the effect of allowing fewer or more positions. Using Formula Editor,
modify Example7A to agree with the code that follows, and save it as Example7B.afl.

Example7B.afl

A trading system based on the
crossover of two moving averages.
Buy when the faster moving average
crosses up through the slower moving
average.

Sell when the faster moving average
crosses down through the slower
moving average.

This version adds multiple positions
for use with a portfolio.

NumPos = 3;
SetOption( “MaxOpenPositions”, NumPos );
SetPositionSize( 100 / NumPos, spsPercentOfEquity );

FastMA
S1owMA

MAC C, 5 );
MA( C, 20 );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

Rerun the portfolio backtest. Plot the portfolio equity. Read the report.

Exit AmiBroker.
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Exercise 8 - OpTIMIZE A TRADING SYSTEM

In this example, the moving average crossover system introduced in Example 6 is studied
in more detail. The values for the two moving average lengths were guesses. In this ex-
ample they will be chosen through an optimization process. An optimization is an orga-
nized search, done in such a way that a large number of alternative values of parameters
are considered. For each set of values, the trading system is tested. The report produced at
the conclusion of the optimization lists the profitability and other statistics for each of the
sets of values tested. The hope is that the best set of values will continue to be profitable
in the future.

Start AmiBroker.
Using Formula Editor:
Open Example6B.afl.

Change it to agree with the code shown below.

// Example8A.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

// Parameters are introduced.

FastMALength = 5;
SlowMALength = 20;
FastMA = MA( C, FastMALength );

SlowMA = MA( C, SlowMALength );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

Plot( C, “C”, colorBlack, styleCandle );
e = Equity();
Plot( e, “equity”, colorGreen, stylelLine | styleOwnScale );

Save the new program as Example8A .afl.
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Compare the statements that were changed.
Example6B:  FastMA = MA ( C, 5 );

Example8A: FastMALength = 5;
FastMA = MA ( C, FastMALength);

A numeric value is assigned to a variable FastMALength, then that variable is used to
calculate the moving average. Computationally, Example6B and Example8A are the same.
But using the variable gives some flexibility.

OpTiMizE FuNcTION

AmiBroker has a built-in function, Optimize, that has this format:
V = Optimize (“Name”, Default, Initial, Final, Increment);

* Vis avariable that will be assigned one value at a time, and a series of values as
the search takes place.

¢ Name is the name of the variable as it will appear in the reports.

¢ Default is the value that will be assigned to V if the run is a Backtest, Explore, or
Scan -- anything except an optimization.

* Initial is the first value to be tested during the optimization.
¢ Final is the last value to be tested.
¢ Increment is the step taken from one iteration to the next.

For example, V = Optimize (“Length”, 5, 1, 20, 1);
If only a backtest is being run, V will be assigned the value 5.

If an optimization is being run, V will be assigned 20 values, one for each optimization
pass. The first will be 1, then 2, then 3, and so forth, with the final value assigned to V be-
ing 20. From 1 to 20 in steps of 1.
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ExAaMPLESB.AFL

Using the Formula Editor, modify Example8A so that it agrees with the code shown below.

// Example8B.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

// This version can be optimized to
// find the best values for the two
// moving average lengths.

FastMALength = Optimize( “FMA”, 5, 1, 31, 2 );
SlowMALength = Optimize( “SMA”, 20, 2, 30, 2 );
FastMA = MA( C, FastMALength );

SlowMA = MA( C, SlowMALength );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

Plot( C, “C”, colorBlack, styleCandle );
e = Equity();
Plot( e, “equity”, colorGreen, stylelLine | styleOwnScale );

Save it as Example8B.afl.

Note there are two Optimize statements. The first will assign values from 1 to 31 in steps
of 2 to the variable named FastMALength. The second will assign values of 2 through 30
by steps of 2 to the variable named SlowMALength. There are 16 different values in the
first statement, 15 different values in the second statement. To do the complete search,
FastMALength will be set to 1, then all 15 values of SlowMALength tried; following that,
FastMALength will be set to 3, then all 15 values of SlowMALength will be tried; and so
forth until all 240 combinations have been tested.

To perform the Optimization test, using the Analysis tab:
1. In Formula File, load Example8B.afl.
2. Load CAT as the current ticker symbol.

3. In Apply to, click Current symbol.
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4. In Range, set the From date to 7/1/2004.
5. In Range, set the To Date to 1/1/2007.
6. Click Optimize.

The Results List will fill with 240 rows, one for each combination of FastMALength and
SlowMALength.

(i CAT (Daily” % Analysis1 x | & b
Bl Scan 65" Explore W Backtest - 7 Optimize - | Ja - @ - 3¢ - @ _ ' Formula C:AProgram Fil Formulas\Custom\Example8B.afl 1=
Apply to *Current ~ T Range From-Todates ~ 7/1/2004 [Jv 1/ 1/2007 (v _

Mo. NetProfit Net%Pro.. Exposure%  CAR  RAR Max Trad.. Max.Trad.. Max SysDra.. Max Sys%.. Recovery.. CARL. ® RAR/MDD ProfitFact. PayoffRat. Standard.. RRR UlcerIndex Ulcer *
20 1245741 12457 4263 3820 8981  -193098 950 325353 1544 383 248 581 347 116 104409 520 461
33 610268 6103 5578 2103 3770  -63977 -5.06 -1715.58 -981 356 214 384 184 209 72860 430 475 L
4 819114 8191 4406 2709 6149 -3,00245 -1453 -3,00245 -1453 273 186 423 222 069 102326 434 472 [
8 757123 7571 2073 2534 6221 -2147.97 -13.19 -2,147.97 1462 352 173 425 340 124 52561 528 400 L
70 666612 6666 4089 2271 5554 -182495 -13.19 -1,824.95 -13.19 365 172 421 229 124 60530 3.96 3.80
21 753478 7535 4152 2523 6077  -2404.80 -1438 -2,509.88 -15.01 300 168 405 258 089 61093 466 480
1 8,097.97 2098 5277 2683 5084  -300037 -1453 -3,40657 -16.20 238 166 214 150 187 106879 415 543
37 734082 7341 4184 2468 5898 214244 -14.94 241246 -15.22 304 162 3.87 258 0.98 56191 468 483
71 623412 6234 4168 2143 5141 -175351 -1342 1938553 -1342 322 160 3.83 29 197 81170 342 447
87 521209 5212 4089 1830 4476 1547 -1155 -1641.08 -1155 ESL 158 .87 227 146 67447 343 342

Sort the results according to some measure of the performance that you like. (Click the
heading of any column to sort using that column.) In general, the measure of performance
is called a fitness function or an objective function. There are several fitness functions
in the results that both reward equity growth and penalize drawdown. These include
CAR/MDD, RAR/MDD, RRR, Ulcer Performance Index, and K-ratio. The results, sorted by
RAR/MDD, are shown in the next image.

[ CAT (Daily” % Analysis1 x| & b~
B} Scan és*Explore ¥’ Backtest - 17 Optimize - | Jn - & - %¢ - [ _  Formula C:\Program Fil i Formulas\Custc fl M=
Apply to *Current ~ ¥ |Range From-Todates ~ 7/ 1/2004 (B~ 1/ 1/2007 E~ _

ax. Sys % Recovery CAR/MDD RAR/.. ¥ ProfitFact. PayoffRat. Standard RRR UlcerIndex UlcerPerf... SharpeRa.. K-Ratio #ofwinn.. #Trades % of Winn.. AvgProfit. W.Avg%.. W.TotPr. A #
-15.44 383 248 581 347 116 1,04409 520 461 713 314 01490 39 52 75.00 239.57 2.99 1749345

-14.62 352 173 425 340 124 52561 528 4.00 499 267 01516 2 30 7333 25237 363 10,727.22 =
-1453 273 186 423 22 0.69 102326 434 4.72 460 207 01246 42 55 76.36 14893 250 14,9229

-1319 365 172 421 229 124 60530 3.96 380 455 215 01136 35 54 64.81 12345 261 1184037 ||
-15.01 3.00 168 405 258 0.89 61093 466 4.80 414 225 01336 29 39 74.36 193.20 322 12,29052
-11.55 318 158 387 227 146 67447 343 342 378 174 00984 28 46 60.87 11331 281 9,305.22
-15.22 3.04 162 387 258 0.98 58191 468 483 399 223 01342 29 40 72.50 183.52 313 12,001.30
-13.79 3.02 148 386 326 109 51671 456 423 356 246 01308 21 28 75.00 21097 321 8,521.56
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Scroll over to the far right and note the values of FMA and SMA that correspond to the
best fitness value. They are FMA =7 and SMA =4.

[l CAT (Daily” % Analysisl X | < 4b -
Ell Scan ¢ Explore ¥ Backtest « {7 Optimize - | Ju - @ - 9¢ - _ i Formula C:\Program Files\, = -
Apply to *Current v ¥ Range From-Todates ~ 7/ 1/2004 [0~ 1/ 172007 [O~ _

.Pr.. %oflosers AvgBars.. L Avg%L. L Avg.Loss L Avg. Bar. L Tot Loss FMA SMA =

855 25.00 6.17 -251 -387.39 885 -5036.04 7 4 |E

i7.60 2667 9.57 -2.64 -39450 1475  -315599 11 6 4
i5.31 2364 6.05 -3.23 -517.83 1023 -673181 7 2
1830 3519 5.78 -1.98 -27233 774 -517425 11 10
1381 2564 772 -340 -47557 1200 -475575 9 4
1233 3913 6.61 -1.90 -227.40 922  -409313 13 12
3.84 27.30 7.60 -3.00 -423.68 1191 -4,66049 9 6
1579 23.00 9.64 -272 -37349 1814  -2,61441 17 4
073 5323 6.68 -167 -219.95 397 725835 1 6
'3.01 40.00 9.77 -2.09 -265.01 1400  -3,180.08 13 10
1195 2667 9.60 -2.65 -372.82 1763 -298260 13 4
i1.24 2593 1019 -2.84 -417.04 1914 -2919.27 13 4
1530 25.00 9.04 -112 -134.69 7.86 -942.85 27 26
18.00 29.23 5.14 2408 -382.85 595  -727424 7 6
19.58 2692 1092 -272 -375.06 1686  -262545 13 6
1579 24.00 10.44 -3.00 -38161 1950  -2,289.65 19 4
1221 42.86 5.63 -156 -182.88 629 -4389.20 9
18.89 55.56 3.18 -116 -191.84 231 -16,306.34 1 2
13.69 2127 1145 -2.99 -349.12 1750  -2,094.73 21 4
10.29 37.93 8.97 -0.81 -100.16 627 -1,10176 25 24
'0.04 36.00 1116 -1.88 -236.75 1733 -213071 15 6

13.74 3846 4.59 -2.19 -281.25 493 -843745 5 410
W4y 0] Result list {Tnfo ), WalkForward / [ e v

Return to Example8B.afl and enter those values as the defaults in the two optimize state-
ments.

FastMALength

Optimize( “FMA”, 7, 1, 31, 2 );
SlowMALength 2)

Optimize( “SMA”, 4, 2, 30,

Save the program as Example8C.afl.

On the Analysis tab, change the To Date to 1/1/2008. Click Backtest. On the Result List,
scroll down so you can see the trades for the period 1/1/2007 through 1/1/2008. The optimi-
zation that was run used the period 7/1/2004 through 1/1/2007. This is called the in-sample
period. In-sample results are always good, but they have little value in estimating future
performance. The backtest using the period 7/1/2004 through 1/1/2008 includes the year
2008, which was not used in determination of the best parameter values. This is called an
out-of-sample period. The account balance increased in 2008, suggesting that the system
might be worth further study. See my companion books, including Quantitative Trading
Systems, for much more discussion of in-sample, out-of-sample, and system validation.
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& CAT (Daily” % Analysis1 x | & ik
Bl Scan 6 Explore ¥ Backtest - 77Optimize - | Ju - 0 - $¢ - B |_  Formula C\Program Files\AmiBroker\Formulas\Custom\Example8C.afl A=1=18
Apply to *Current ~ ¥ |Range From-Todates ~ 7/ 1/2004 [~ 1/ 172008 [~ _

Symbol Trade Date Price Ex. date ExPrice %chg  Profit %Profit Shares Position.. Cum.Profit #bars Profit/b.. ~MAE  MFE Scal 2
AT Long 5/31/2006 6404 6/15/2006 6219 -280% -58467 -289% 316037 2023899 965432 12 4872 -117 081%  0/0

AT Long /7/2006 6371 7/21/2006 6026 -542% -106431 -542% 308497 1965432 859001 11 9676 -581% 210%  0/0

CAT Lang 7/25/2006 623 7/26/2006 6183 -075% 14025  -075% 298.395 1859001 844977 2 7012 -188% 051% 00

AT Long 8/10/2006 6023 8/17/2006 6115 153% 28182  153% 306322 1844977 873158 6 4697 -410% 181% 0/0

AT Long 8/23/2006 5025 9/1/2006 5931 010% 1897  010% 316145 1873158 875055 8 237 -365% 298%  0/0

AT Long 9/11/2006 5776 9/18/2006 5006 225% 42202 225% 324629 1875055 917257 6 7034 -139% 248% 00

AT Long 9/22/2006 5534 9/28/2006 5871 609% 116754  609% 34645 1917257 1034011 5 23351 -108% 651% 0/0

AT Long 1074/2006 5778 10/5/2006 6016 412% 83782  412% 352027 2034011 1117793 2 41801 -311% 412% 00

CAT Long 10/20/2006 5224 10/30/2006 538 299% 63242  299% 405397 2117793 1181035 7 9035 -031% 641% 00

AT Long 11/1/2006 5357 11/15/2006 S441  157% 34200  157% 407137 2181035 1215234 11 3109 -250% 157% 0/0

AT Long 11/30/2006 5493 12/6/2006 5583 164% 36295  164% 403283 2215234 1251530 5 7259 -280% 164% 070

CAT Lang 12/13/2006 5445 12/29/2006 5431 -026% 5789  -026% 413504 2251530 1245741 12 482 -186%  203%  0/0

AT Long 1/5/2007 5332 1/26/2007 5437 197% 44224 197% 421182 2245741 1289965 15 2948 -322% 225%  0/0

AT Long 2/14/2007 5888 2/15/2007 6018 221% 50560  221% 388921 2289965 1340525 2 25280 -150% 278%  0/0

AT Long 2/26/2007 5086 3/8/2007 5722 -441% -103224  -441% 391 2340525 1237301 9 11469 -731% 076%  0/0

AT Long 3/14/2007 5664 3/20/2007 5772 191% 42660  191% 395004 2237301 1279961 5 8532 -167% 191% 00

AT Long 3/29/2007 589 4/3/2007 5984 160% 36386  160% 387.09 2279961 1316348 4 9097 -085% 227% 00

AT Long 4/11/2007 5905 4/17/2007 6021 196% 45503  196% 392269 2316348 1361851 5 9101 -074% 196%  0/0 I
AT Long 5/3/2007 6557 5/4/2007 6534 -035%  -8285 -035% 360203 2361851 1353566 2 4142 -064%  060% 00

AT Long 5/7/2007 6495 5/8/2007 6563 105% 24641  105% 362366 2353566 1378207 2 12320 -040% 105% 0/0

CAT Lang 5/21/2007 669 5/24/2007 6742 078% 18485  078% 355487 2378207 1396692 4 4621 -071% 321% 00

AT Long 6/7/2007 601 6/13/2007 7144 330% 81162  339% 346844 2396692 1477854 5 16232 -034% 339% 0/0

AT Long 6/25/2007 7213 7/10/2007 7259 064% 15802  064% 343526 2477854 1493656 11 1437 -439% 109% 00

AT Long 7/23/2007 736 8/2/2007 724 -163% -40657 -163% 338812 2493656 1452098 9 4517 -824% 121% 00

AT Long 8/10/2007 696 8/23/2007 6747 -306% 75070  -306% 352442 2452998 1377928 10 7507 -897% 227%  0/0 E
AT Long 8/30/2007 67.01 9/4/2007 6898 204% 69908  294% 354862 2377928 1447836 3 23303 -062% 294% 00

CAT Long 9/10/2007 6618 9/18/2007 6952 505% 123538  505% 369875 2447836 1571374 7 17648 -209% 505%  0/0

AT Long 9/26/2007 688 10/1/2007 7141 379% 97548  379% 373746 2571374 1668922 4 24387 -167% 379%  0f0

AT Long 10/15/2007 7076 10/26/2007 6767 -437% -116548 -437% 37718 2668922 1552374 10 -11655 -871% 160%  0/0

CAT Lang 10/30/2007 6624 11/6/2007 6756 199% 50863  199% 385322 2552374 1603236 6 8477 -121% 232% 00

AT Long 11/8/2007 6531 11/28/2007 642 -170% -44244  -170% 398597 2603236 1558092 14 3160 -750% 193%  0/0

AT Long 12/14/2007 6618 12/24/2007 6556 -094% 23974  -094% 386672 25589.92 1535018 7 3425 452% 154% 00 o
14| «[» [0\ Resuttlist {Infa ' Walk Forward / S < )

AN IMPORTANT OBSERVATION

Take another look at the results of the optimization. The length of the “fast” moving aver-
age is 7; the length of the “slow” moving average is 4. Traditional technical analysis tells
us that we should buy when the fast moving average crosses up through the slow moving
average. The result of the optimization run in this example suggests that is not always the
case. In this example, we are buying when the fast moving average crosses down through
the slow moving average.

To buy when the fast moving average is rising is a trend following system -- buy when
recent prices are rising faster than older prices. This works well for very stable price series,
such as high-yield bond funds.

To buy when the fast moving average is falling is a mean reversion system -- buy when
prices are weak, anticipating that they will return to their mean. This works well for very
active price series. See my companion book, Mean Reversion Trading Systems, for more dis-
cussion of mean reversion systems.

Exit AmiBroker.
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ExampLE 9 - PeErFORM WALK FORWARD VALIDATION
In this example, you will use the walk-forward technique to validate a trading system.

In applying technical analysis, several assumptions are made:
e DPatterns exist that precede profitable trading opportunities.
* The trading system can detect those patterns.

¢ The patterns persist beyond the in-sample period used to develop the system for
a long enough time that we can trade profitably.

When any trading system is developed, the process involves searching through a set of
data, looking for the patterns. The data that is searched is called the in-sample data. The
results obtained by using the system on the in-sample data are always good. The system
developer does not stop looking until the results are good.

The proof that a trading system has found a recognizable pattern, and has not just mined
the data, is performance on data that has never been used to develop the system. That
never-before-used data is called the out-of-sample data.

The walk forward process consists of several iterations of:
1. Developing a system over a set of in-sample data.
2. Testing the profitability over a set of out-of-sample data.

3. Stepping forward in time to a new set of in-sample data and a new set of out-of-
sample data.

The combined results of all the out-of-sample data are used to decide whether the system
recognizes profit potential or not.

There are several major advantages to using walk forward testing:

* The in-sample period can be relatively short, giving the system an opportunity to
stay in synchronization with the underlying market.

¢ Each transition from in-sample to out-of-sample gives the developer one more
data point. Eventually, when trades are made with real money, the decision to
trade is a decision to trust the in-sample results. The greater the number of steps
in the walk forward process, the greater the number of transitions from in-
sample to out-of-sample the developer has seen. Each successful transition raises
confidence that the system is a good one.

¢ The out-of-sample results from the walk forward run are the best estimate of
future performance of the system. They provide the information used in analyz-
ing the reward and risk profiles, and in determining the position size that will
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produce greatest account growth while holding drawdown to a level of tolerance
determined bythe trader.

The following graphics might help understand the process.

The Walk-forward Process

i
i i
i i i
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The decision whether to trade the system or go back to the drawing board is made after
reviewing all the out-of-sample results.
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Start AmiBroker.

Load AXP using daily data. My data is 1/1/2000 through 8/3/2012, downloaded from Ya-
hoo using AmiQuote.

Load Example8B.afl. No changes to the afl code are necessary. Send it to Analysis.

On the Analysis tab, Settings, Walk Forward tab.
Select Easy Mode (EOD).
In-sample Start date: 7/1/2000
End: 1/1/2001
Last: 7/1/2012
Step: 6 months
Optimization target: K-Ratio

Note the table at the bottom where the in-sample and out-of-sample periods have been
computed. The period 7/1/2012 to 1/1/2013 is the final out-of-sample (as of this writing).

Backtester settings @

General | Trades | Stops | Repurtl Por‘tl‘ohu‘ Walk-Forward ‘

(@) Easy mode (EOD)  (7) Easy mode (intraday) (7) Advanced mode
In-sample data
Start: 7/ 12000 ¥ End: 1/ 12000 -
[] Anchared Last, 7/ /2012 = [|use today

Step: 6 month(s) -

Out-of-sample data

Start: 1/ 12000~ End: 7/ 12000
Anchored Last: 1/ 12013 hd Use today
Step 6 month(s) -
Optimization target: K-Ratio e
Mode Start End il
5 7/1/2000 1/1/2001 =
005 1/1/2001 7/1/2001
15 1/1/2001 7/1/2001 i
wad | [ sae |[ ok |[ concel |[ e
Click OK.
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Back on the Analysis tab.
Apply to: Current.
Using the Optimize pull-down menu, click Walk Forward.

The optimization runs will start. There will be 24 iterations of in-sample and out-of-sam-
ple. Each in-sample period is six months long. The first in-sample period starts 7/1/2000.
The final (24th) in-sample period begins 1/1/2012. The out-of-sample periods are also six
months long and each immediately follows an in-sample period. There are 23 full out-of-
sample periods and one partial. The final out-of-sample period begins 7/1/2012 and ends
with the latest data.

As the walk forward runs progress, pairs of lines are created and displayed in a window
on the Walk Forward tab. The first line of each pair gives the results for the in-sample pe-
riod. The second line gives the results for the associated out-of-sample period.

3 AXP (Daily”  Analysis1 x| < [ %4 av.
Bl Scan 65" Explore ¥’ Backtest - 77 Optimize - | Ju - @ - 9§~ B _  Formula Formulas\Custom\Example&B.afl =) ~S6H_
Apply to *Current ~ ¥ Range Lrecentday(s) ~ 1/ 1/2000 [~ 1/ 172010 [+ _

Mode Begin End No NetProfit Net%Pro.. Exposure%  CAR  RAR  Max Sys%.. Recovery.. CAR/MDD RAR/MDD ProfitFact.. P3 FMA  SMA 4
Is 7712000 1/1/2001 63 4351.02 4351 4048 10888  269.00 -869 359 1253 3096 N/A 29 8
00s 1712001 7/1/2001 1 -892.58 893 1520 -1745 -11478 -1022 -0.87 17 -11.23 000 { 2 8
Is 1/1/2001  7/1/2001 19 258110 2581 5120 6013 11745 -1294 196 465 907 197 5 4
00s 712001 1/1/2002 1 -778.15 -8.54 4959 -1640  -33.07 -3338 -0.25 -049 -0.99 073 5 4
Is 7712001 1/1/2002 69 2076.88 2077 4553 4600 10104 -833 209 553 1214 384 9 10
00s 112002 7/1/2002 1 959.01 1151 4320 2473 5725 -9.40 109 263 609 231 Sy o 10
Is 1/2002  7/1/2002 84 322819 3228 4080 7635 187.13 -6.91 342 1105 27.09 N/A g 7 12
00s 712002 1/1/2003 1 -37391 -4.03 4297 787 -1831 -1634 -0.25 -048 -112 071 { 7 12
Is /12002 1/1/2003 53 296742 2067 5469 6792 12419 -18.09 163 375 687 291 9 8
00s 1712008 7/1/2003 1 1023.18 1148 4400 2465 5602 -1233 090 200 454 197 9 8|
Is 1712008 7/1/2003 21 1992.80 19.93 4000 4456 11139 -947 210 470 1176 412 9 41
00s 7712008 1/1/2004 1 1253.09 1261 4297 2673 6220 -6.02 185 444 1033 524 9 4
Is 712003 1/1/2004 14 152116 1521 3203 3263 10188 -551 247 592 1848 1595 % 27 2
00s 1/1/2008  7/1/2004 1 -736 -0.07 3520 013 -038 520 -0.01 -0.03 -0.07 030 27 2
Is 1712004 7/1/2004 49 112328 1123 5840 2395 4100 291 354 824 1411 454 % 1 8
00§ 7/1/2008  1/1/2005 1 50177 4.49 6172 915 1482 -3.86 113 237 384 163 < 1 8
Is 7712004 1/1/2005 70 153440 1534 3516 3294 9369 323 475 1020 2901 1818 1 10
00s 12005 7/1/2005 1 27345 234 5317 483 908 -6.60 035 073 138 146 S n 10
Is 1712005 7/1/2005 89 87273 873 5238 1860 3552 616 135 302 577 636 { 17 12
00s 712005 1/1/2006 1 88144 737 3228 1533 4749 -6:86 100 22 692 1268 517 12
Is 7712005 1/1/2006 3 262299 2623 4488 5954 13267 -436 531 1366 3043 777 (3 5 2
00s 1/1/2006  7/1/2006 1 72373 564 5440 1190 2188 -5.95 095 200 367 219 ;s 2
Is 1/1/2006  7/1/2006 25 148491 1485 5120 3283 6412 -421 331 781 1525 1123 { 4
00s 7712006 1/1/2007 1 102173 753 2937 1596 5436 -357 209 448 1525 N/A } 17 4
Is I/1/2006  1/1/2007 3 195252 1953 3068 4386 11053 126 1478 3491 8797 1391 5 2
00s 112007 7/1/2007 1 107.07 073 4194 152 362 621 011 024 058 107 < 5 2
Is 1/1/2007  7/1/2007 53 1075.67 1076 4516 2345 5L93 -347 296 677 1498 331 9 8
00s 7712007 1/1/2008 1 4439.14 3021 4961 6980 14071 -897 241 778 1568 438 Y9 8
Is 712007 1/1/2008 23 3069.78 3070 5039 7107 14103 -5.99 377 1186 253 692 13 4
00s 1/1/2008  7/1/2008 1 -1244.61 651 5238 -1269 -24.22 2425 -0.23 -052 -1.00 073 13 4
Is 1/1/2008  7/1/2008 4 134842 1348 5000 2906 5811 -11.89 094 244 489 202 7 2
00s 7/1/2008  1/1/2009 1 4065.44 273 5781 5045  87.27 -3541 045 142 246 147 i 7 2|0
[4[ 4[> [»I1\ Resultiist') Info §, Walk Forward / o o T — - o o LS v

Ignore in-sample profitability.
Examine the results for the out-of-sample periods -- 17 of 24 are profitable.

Look at the values of the two parameters (at the right side of the report). In 20 of 24 peri-
ods, the best parameters had the lengths of the moving average “reversed.” That is, the
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system acts as a mean reversion system, buying when the fast moving average crosses
down through the slow moving average.

Note the values of the lengths of the moving averages in the periods. They range from 1
to 29, with some period-to-period changes small and others large. This is a graphic dem-
onstration that trading systems are dynamic. The logic and parameters must adapt to the
data as conditions change. There is no single pair of moving average lengths that are best
for an extended period of time.

Use the pull-down menu next to the Report icon and select Report Explorer.

| SAXP (Daily” @ Analysis x [ © 3
Bl Scan 6" Explore % Backtest = 7 Optimize ~ »$%~ [ _ : Forming C:\
@ View last report
Report Explorer tu

Apply to *Current ~ T Range 1 recentfay(s

Mode End No.\ Ne
1/1/2001 63 02

7/1/2001 1 -892.58

Begin
7/1/2000
1/1/2001

43.5 4
-8.93

A list of test results opens. Each line is a summary of a backtest run. The final line is a
report constructed by concatenating the trading system results of all of the out-of-sample
periods (a feature released in AmiBroker 5.56.0, August 2012).

Report Explorer - results.rist = |
File Edit View Help
= H s X ®
# | Name ‘ Created ‘ Ty... ‘ Symbol(s) | Date Ra... | Net Profit | Net % Pr... | Exposur... | CAR RAR Max. Tra... | Max. Tra... ‘ Max. Sys... ‘ Max. Sys.. +
241  Example.. 2012-08-.. P 1Symbols 7/1/200.. 1253.09 1261 42.97 2673 62.20 -618.03 -5.51 -678.70 -6.02
242 Example.. 2012-08-.. P 1Symbols 1/2/200.. -7.36 -0.07 35.20 -013 -038 -59541 -5.20 -59541 -520
243 Example.. 2012-08-.. P 1Symbols 7/1/200.. 50177 449 6172 9.15 14.82 -24126  -210 -444.23 -3.36
244  Example.. 2012-08-.. P 1Symbols 1/3/200.. 27345 234 53.17 4.83 9.08 -699.29 -6.02 -771.78 -6.60
245 Example.. 2012-08-.. P 1Symbols 7/1/200.. 88144 737 3228 1533 4749 -880.49 -6.86 -880.49 -6.86
246 Example.. 2012-08-.. P 1Symbols 1/3/200.. 72373 5.64 54.40 11.90 21.88 -488.96 -3.81 -764.49 -595
247  Example.. 2012-08-.. P 1Symbols 7/3/200.. 102173 753 29.37 15.96 5436 -488.29 -3.57 -488.29 -3.57
248 Example.. 2012-08-.. P 1Symbols 1/3/200.. 107.07 073 41.94 152 3.62 -940.20 -6.21 -940.20 -621
249 Example.. 2012-08-.. P 1Symbols 7/2/200.. 443914 3021 49.61 69.80 14071 -119225  -5.99 -184335 897
250 Example.. 2012-08-.. P 1Symbols 1/2/200.. -124461 -6.51 52.38 -12.69 -24.22 -491880 -2261 -5389.02 -2425
251 Example.. 2012-08-.. P 1Symbols 7/1/200.. 406544 2273 57.81 5045 87.27 -8791.07  -3449 -902693 -3541
252 Example.. 2012-08-.. P 1Symbols 1/2/200.. 12637.68 57.57 52.00 15143 291.22 -4879.51 -22.82 -6323.01 -28.80
253 Example.. 2012-08-.. P 1Symbols 7/1/200.. 1103896 3191 74.22 7375 99.37 -332312 774 -489772  -1141
254 Example.. 2012-08-.. P 1Symbols 1/4/201.. 2566.64 563 41.60 11.88 2855 -843848 -1675 -843848 -16.75
255 Example.. 2012-08-.. P 1Symbols 7/1/201. 573941 1191 34.38 2516 73.19 -232084 436 -326835  -614
256 Example.. 2012-08-.. P 1Symbols 1/3/201. 616468 1143 34.92 24.69 70.71 -409250 -7.29 -687715  -12.04
257 Example.. 2012-08-.. P 1Symbols 7/1/201. -133176 -2.22 5197 -4.39 -8.46 -9386.23 -15.34 -969195  -15.76
258 Example.. 2032-08-. P 1Symbols 1/3/201.. 5404.77 9.20 21.60 19.77 9153 -160542  -2.54 -177070  -2.75 |
259 Example.. 201.-08-.. P 1Symbols 7/2/201.. -350.24 -0.55 12.50 -6.05 -48.41 -350.24 -0.55 -350.24 -0.55 ‘;‘
[260 Example.. 2012-08-.. PS 1Symbols 1/3/200.. 5382256 538.23 43.98 27.68 62.93 -9386.23  -3449 -9691.95 -37.43) I
< il ] »
Ready NUM
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Double click the final line. A backtest report will open. It has the now familiar pages

showing the Statistics and Charts.

Example8B - Qut-of-Sample summary - Backtest Report - ...

= | B .

File View Help
=l & 7

Example8B - Out-of-Sample summary - Backtest Report.... = =X
File View Help
=Hd & 7
Statistics | Charts | Trades | Formula | Settings | Symbols
Statistics
All trades Long trades Short trades
Tnitial capital 10000.00 10000.00 10000.00
Ending capital 63822.56 63822.56 10000.00
Net Profit 53822.56 53822.56 0.00
MNet Profit % 538.23 % 538.23 % 0.00 %
Exposure % 43.98 % 43.98 % 0.00 %
Net Risk Adjusted Return % 1223.77 % 1223.77 % NfA
Annual Return % 27.68 % 27.68 % 0.00 %
Risk Adjusted Return % 62.93 % 62.93 % NfA
All trades 205 205 (100.00 %) 0 (0.00 %)
Avg. Profit/Loss 262.55 262.55 NfA
Avg. ProfitfLoss % 1.06 % 1.06 % NfA
Avg. Bars Held 7.27 7.27 N/A
Winners 129 (62.03 %) 129 (62.93 %) 0 (0.00 %)
Total Profit 116775.56 116775.56 0.00
Avg. Profit 905.24 905.24 NfA
Avg. Profit % 3.81% 3.81% NfA
Avg. Bars Held 6.74 6.74 N/A
Max. Consecutive 11 11 0
Largest win 6001.82 6001.82 0.00
# bars in largest win 14 14 0
Losers 76 (37.07 %) 76 (37.07 %) 0 (0.00 %)
Total Loss -62953.01 -62953.01 0.00
Avg. Loss -828.33 -828.33 NfA
Avg. Loss % -3.60 % -3.60 % N/A
Avg. Bars Held 8.17 8.17 NfA
Max. Consecutive 5 5 0
Largest loss -7506.53 -7506.53 0.00
# bars in largest loss 17 17 0
Max. trade drawdown -9386.23 -9386.23 0.00
Max. trade % drawdown -34.49 % -34.49 % 0.00 %
Max. system drawdown -9691.95 -9691.95 0.00
Max. system % drawdown -37.43 % -37.43 % 0.00 %
Recavery Factor 5.55 5.55 NfA
CAR/MaxDD 0.74 0.74 NfA
RAR/MaxDD 1.68 1.68 N/A

Statistics | Charts | Trades | Formula | Settings | Symbols

1. Portfolio Equity

Charts

Portfolio Equity = 59643.8

-

e
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2. Underwater Equity

Drawdown = -0.7%, Max. drawdown -39%
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-35%

3. Profit Table

This is an example, not a ready-to-use trading system. Although the results of this ex-
ample are reasonable, there are many factors beyond those described that should be taken
into consideration in system design, testing, validation, and analysis.

Do NOT trade this system without performing your own tests, validation, and analysis.

Exit AmiBroker.
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While the results are good when trading AXP, they are not that good for all issues. I often
test systems using major ETFs. Results for SPY, QQQ, IWM, and EEM are shown below.
All of these are the out-of-sample trades from automatic walk forward tests.

SPY QQQ
Portfolio Equity = 245122 d Portfolio Equiy = 113908 o
il 22,000 J \L#
PN A I
SR g A 10,000
A7E | \ v
i : I 9,000
‘WJ 16,000 WJ NA,J"HVM ! W‘ r‘}w W\{I 8000
I 14,000
r’_'mw | 12,000 ‘ L\« W l rom
el 10,000 M‘VJ V‘ b0
Vi . ' ] 5,000
‘2‘:{0‘[:\“ 2004 2008 2008 2010 2012 8,000 2002 2004 2006 2003' 2010 2012
IWM EEM

p Y= I T
W by A<
RENAN I o e
wd &

1 10,000 10000
7002 2004 70062008 2010 '20{2 2004 2006 2008 2010 201p

o
¥
=
e

Readers interested in more discussion might enjoy any or all of my companion books:

Quantitative Trading Systems -- The design, testing, and validation of trading systems.

Modeling Trading System Performance -- Analysis of the health of trading systems, and dy-
namic determination of position size.

Mean Reversion Trading Systems -- Features of, and considerations for, trading systems that
fade the trend.

And my blog site at BlueOwlPress.com with more articles and discussions about trading
system development. Specifically, read my paper, Backtesting and Cognitive Dissonance, for
a more detailed discussion of the use of backtesting and the reliability of in-sample results.
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EXERCISE 10 - SCAN FOR Buy AND SELL SIGNALS
In this example, you will use the Scan feature to check for buy or sell signals.

Due to the limitations of the trial mode, it will be difficult to demonstrate realistic results
of the Scan feature. Assume that Example8B is a validated trading system for all of the
symbols in watchlist Basic Materials.

Scan combines a trading system with a watchlist to give a report telling you what buy and
sell signals were generated for the symbols in the watchlist. The period of time this report
covers is under your control, but it is usually just one or two days.

Start AmiBroker.
Load IP (or any of the issues in the Basic Materials watchlist) using daily data.
Load Example8B.afl. Send it to Analysis.

On the Analysis tab:
Apply to: Filter
Watchlist: Basic Materials
Range: From-To dates
From: 1/1/2012
To: The date of the last data bar.
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Select Results List tab.
Click Scan.

A list of all Buy and Sell (and Short and Cover, when the system includes them) signals for
the issues and date range selected will be generated.

[ AXP (Daily” % Analysisl x | < b -
Bl Scan & Explore % Backtest - 1y Optimize = | Ju~ B~ 3¢~ _ iFormula C:\Progran v = B -
Apply to *Filter ~ T |Range From-Todates ~ 1/ 1/2012 [Ev 1273172012 [~ _
Symbol Trade Date Close o
DD Sell 2/16/2012 50.1100
DD Buy 2/22/2012 50.8600
DD Sell 3/6/2012 49,6200
oD Buy 3/13/2012 52.2400
DD Sell 4/9/2012 51.5200
DD Buy 471872012 2.8300
DD Sell 5/9/2012 %6600
oD Buy 6/12/2012 49.8900
DD Sell 7/6/2012 48,9000 L
DD Buy 7/23/2012 48.7100 T
DD Sell 7/25/2012 481600
oD Buy 7/27/2012 49.7100
P Sell 1/31/2012 30.6100
4 Buy 271372012 32,7300
P Sell 3/28/2012 34.5600
P Buy 5/1/2012 33.1100
P Sell 57472012 31.8500
4 Buy 6/20/2012 29.6700
P Sell 6/26/2012 28.0100 i
P Buy 7/5/2012 29.5100
XOM Sell 1/31/2012 82.7100
XOM Buy 272172012 85.9800
XOM Sell 3/9/2012 83.7200
XOM Buy 3/19/2012 86.3900
XOM Sell 3/23/2012 84.9600
XOM Buy 3/29/2012 85.4900
XOM Sell 4/5/2012 84.2400
XOM Buy 42072012 84.7200
XOM Sell 5/8/2012 834500 i
ORIDD \ Result list K[nfn’}:\}\f’;l"l{l?nwvard / e 4 »

Exit AmiBroker.
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Chapter 4

AmiBroker Chart Structure

In the earlier portion of this book, rather loose reference was made to databases, layouts,
windows, charts, panes, drawing objects, and so forth. To fully understand AmiBroker, it
is necessary to understand the structure into which these components fit.

The top level component is a Layout.

Each Layout is associated with a single Database when that layout is active.
Each Layout consists of one or more Windows.

Each Window has data for one Symbol.

Each Window displays with one Periodicity.

Each Window contains one or more Sheets.

Each Sheet contains one or more Panes.

Each Pane contains one or more Chart, Formula, or Tool.

You can have as many layouts as you wish. But only one layout can be active (open) at a

time.

Layouts can be local or global. Local layouts are associated only with a specific database.
Each local layout is stored in the database directory it is associated with, in the file named
broker.workspace. Global layouts can be used with more than one database. Global layouts
are stored in the AmiBroker\Layouts subdirectory.
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WIiNDOw LAvouTs

A window layout (that is, an AmiBroker window layout) is a complete set of one or more
windows. Each window displays data for its own symbol, has its own display interval, its
own size on the monitor, its own set of charts, its own panes -- each of which has its own

charts and formulas.

The image below shows a 2-window layout. Each window has a different stock and a dif-

ferent set of indicator panes.

£ AmiBroker

File Edit VYiew Insert Format Symbol Analysis Tools  Window  Help

DEEHG &% BHX 0 000, w TaEE N BAKB . L LD

Layouts s [ AA (Daily) %

Syrmhols | Layouts | Layers | Charts |
=00 Local layouts
# Default
=1 Global layouts
- @ Default
@ Local layouts
@

Open

Save
Save As..

Save as default

Delete

[ad YOM (Daily)

M AA - ALCOA INC-COM - Daily.

12008

TFebruary Thiarch TApril T

May TJun TJul

AA - MACD(12,26) = -0.91, Signal(12,26.9) = -1.14

786716,
12008 TFehruary Tharch TApril Thiay TJun Tl
OM - RSI(15) = 67.37 700
(60,6787
12008 TFebruary Thiarch TApril Th: Tdun TJul 300

1| 4/ » M\ sheet 1 fsheet2 ), Sheet3 ) Sheat 4y Shests ), Sheet6 Y, S

B
heet 7, Sheets /s «1 ¢

=

a R A D

i

aBE

J e [

_ W R

=

al=-0®

&

Opens currently selected window [ayout

NYSE, Common Stocks, Materials, Mining- @ QP End of Day

You can have an unlimited number of single or multiple-window layouts. Each can be a
custom set up; they do not need to share anything. Switch between them by double click-
ing on the layout’s name in the layouts tab.
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The active layout can be automatically saved whenever the database is switched or Ami-
Broker is exited. To set this, use the Tools menu > Preferences > Miscellaneous. In the
Auto-save area, Check the Layouts box. Information saved in layouts include: window
sizes and positions, bar interval, symbol, chart sheets, panes, charts, formulas.

Preferences

| Charting | Calors | Editar | Data | Intradiay | Miscellaneous | Alens | AFL | Gurrencies

Display options

Price data tooltips Data tip auto-hide timeout (sec):
[[] Show interpretation in tooltips Thausand separatar

DAdd full name to ticker in ticker box
DAdd full name to ticker in free

Use alternate row calars

Decimal places in
Fu\lfnamelnumpam symbaol tree RT quote window:
[] Display charttiming (advanced) Decimal places in

charttitiesftools
Axiz Font: )Ar\a\, 9pt Choose..
Additional setiings
D Mo minimum size for resizing dialogs Auto-arrancge chans
[ Display plugin activity Auto-ile multiple chartwindows [
[ case-sensitive ticker symbaols Askto save changed data. [

When non-existing symbaol is typed-in

Auto-save
Preferences [Vl Templates Layouts

[ QK l l Cancel ] [ Apply l l Help l

You can switch between multiple windows (within a layout) using either the Window
menu and selecting the desired window from the list at the bottom of the menu, or using
the MDI tabs.

ymbol  Analysis  Tools  Window  Help

690/, 0 T e  ERKE L /D
e — 4 q00q (Daily) ¥ | Q20Q (weskly)

¥ 0000 - POWERSHARES QQQ TRUST-UNIT SER 1 - Daily

To begin with, a single window layout will probably be sufficient. You will need a multi-
window layout if you want to :

¢ Display charts for more than one ticker symbol
¢ Display charts of different periodicity
¢ Display charts showing different range of bars.

While not necessary, you may want a multi-window layout in order to be able to float a
window and move it to a second monitor.

Most of the concepts and techniques that are described in the pages that follow are ap-
plied to the active pane and are independent of the layout structure.
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BLock DIAGRAM

On the next page is a block diagram view of layouts, their components, and their relation-
ship to databases.

One layout is shown. You can have as many layouts as you want. Only one layout can be
open and active at a time. To make another active:

e Save the current database
* Open the new database
¢ Select the layout you want to use

Everything shown on the block diagram will change to reflect the new layout / database
combination - all windows, sheets, panes, tools, watchlists.

To reiterate:
¢ The top level component of the AmiBroker structure is the layout.

¢ Each layout can be associated with any number of databases (there is no limit).
Only one database is open and active when a layout is active.

* Some layouts - local layouts - are associated with only one database. Other lay-
outs - global layouts - are associated with two or more databases, but only one at
a time.

¢ Each layout consists of one or more windows. Only one window can be active at
a time. All of the windows associated with the layout are listed in the windows
menu. If you choose a multi-window layout, all the windows will be visible;
otherwise only the active window is visible. You can change back and forth from
window to window as you wish.

¢ Each window displays data for one symbol at a time.
¢ Each window displays data in one time frame at a time.

¢ Each window contains one or more sheets (there is no limit). Only one sheet can
be active at a time. To make another sheet active, click its tab. All sheets display
the same range of dates.

¢ Each sheet contains one or more panes (there is no limit).

¢ Each pane contains one or more displays of price data, manually applied tools,
or formulas. Only one pane can be active at a time. To make another pane active,
click anywhere in it.
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Layout 1 —| Database 2 |

I I
D D
. W .
\|(,|V Window 1 M Window N
Sheet||Sheet Sheet Sheet||Sheet Sheet
1 2 [~ N 1 2 |- N
|Pane1||Pane1| |Pane1| |Pane1||Pane1| |Pane1|
Pane 2 Pane 2 Pane 2 Pane 2 Pane 2 Pane 2
Pane 3 Pane 3 Pane 3 Pane 3 Pane 3 Pane 3
Pane N | | Pane N | | Pane N Pane N | | Pane N | | Pane N
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Chapter 5

The GUI - Graphical User Interface
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When you start AmiBroker using an end-of-day database, here is what you see.

&, AmiBroker - [BA - BOEING CO - Daily] = |[E] -

File Edit View Insert Format Symbol Analysis Tools Window Help -8 X
DG & GO 8m_ BA v e EARKE L S D

Symbols 2% L BA (Daily) x] ) b~
Symbols | Layouts | Layers | Charts BA - Daily 8/2/2012 Open 72.38, Hi 72.52, Lo 71.15, Close 71.99 (-1.1%) Vol 46,150 MA(CI
<Search> e
2L Al
-1 Markets
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The AmiBroker User’s Guide has excellent descriptions of the features of the GUL The
next few figures identify the components so that you will be able to efficiently search for
information about them.

In keeping with Windows standards, the components can be resized, detached, redocked,
etc.
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PuLL DowN MENus
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The menus and their functions are pretty self explanatory.
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& AmiBroker - [BA - BOEING CO - Daily]

é

L]

er

BA v Bw

File Edit View Insert Format Symbol Analysis Tools Window H?

DR &

Symbals

<Search>

=1

=3

3 || Symbols | Layouts | Layers | Charts
o

g

5

Tx

B2E-

(4 BA (Daily) X | &
BA - Daily 8/2/2012 Open

The Toolbar Menu contains shortcuts to File menu, plus other shortcuts. The toolbar can
be customized. Use the pulldown menu at the right end of the toolbar to add or remove

buttons.
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CURRENT SYMBOL

& AmiBroker - [BA - BOEING CO - Daily] }

=
File Edit View Insert Format Symbol Analysis Tools Window Help$

DEER S oo em, (kA " )b v

5| Sympols rx (4 BA (Daily) x| <

The Current Symbol specifies the symbol plotted in the top window, and the price series
used by the backtester when Current is selected.

SHORTCUTS TO TooLs

& AmiBroker - [BA - BOEING CO - Daily] é

File Edit View Insert Format Symbol Analysis Tools Window Help
e

Use these as an alternative to pulling down the tools menu.

SHORTCUTS TO FORMAT

é AmiBroker - [BA - BOEING CO - Daily] )
File Edit View Insert Format Symbol Analysis Tools Window Help
DEHR & ocl@m_ s L svwgaRB(2-1/9))

=  Symbols

i il A DY gmatm g

Use these as an alternative to pulling down the Format menu.
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DrawiNG TooLs

Use these to draw trendlines, sym-
bols, text. The menus can be detached
and redocked. (All of them can be.)

ZooM AND PErioDICITY

Use the plus to view fewer bars, but in
more detail. Use minus to view more
bars.

Click one of D / W / M to display the

price series in Daily, Weekly, or Month- ?

ly bars.
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ﬁ

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com

5-7



Introduction to AmiBroker

Chapter 5 - Graphical User Interface

TaBBED MENUS
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File Edit View Insert Format Symbol Al
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<Search>

When selected, each tab displays the dialog associated with it in the tabbed menu window.
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LAVERs

Intraday layer

O Custom layer -2
O Custom layer -1
O Custom layer 0
O Custom layer 1
O Custom layer 2
O Custom layer 3

O Custom layer 4
O Custom layer 5

Interpretation

CHARTS

f DispMA - Displaced Moving Average
F EMA - Exponential Moving Average
£ Linear Regression - Least Squares Movil
£ MA - Simple Moving Average
£ TEMA - Triple Exponential Moving Aver
£ TSF - Time Series Forecast
£ Wilders - Wilders Moving Average
£ WMA - Weighted Moving Average
>0 Bands
41 Basic Charts
£ Gradient Price
£ Tehimoku
f Open Interest (futures)
£ Price
£ Price (all in one)
£ Price (foreign)
£ Relative Performance
f Spread
£ Volume

F Volume (color)
< | n | »

o |pudyers ERRSICIS -
s

% Symbols [Layuuts ]Layers T Charts ] 3 || Symbols [ Layouts [Layers N Chans] B,
5

% Default layer ﬂ 43 Averages 2

- - F DEMA - Double Exponential Maoving Ay

il

Intirpretaiion X

Use the Symbols menu to select the issue to be plotted.
Use the Layouts menu to save and retrieve chart layouts.
Use the Layers menu to select the layer the indicator is drawn on.

Use the Charts menu to select indicators to apply.
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INTERPRETATION WINDOW

Lhﬁmﬁww\
< 11 | »
Interpretation ”x

Notepad | Interpretation

Price and moving averages: -
BA(BOEING CO) has closed below its Short time |
moving average.

Short time moving average is currently above
mid-time, AND above long time moving 3
averages.

The relationship between price and moving
averages is: neutral in short-term, and neutral in
mid-long term. T

o

Bolinger Bands:
BA(BOEING CO) has closed above bottom band
by 14.2%.

For Help, press F1 l

You can write your own commentary based on conditions you detect in the data.
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Refer back to the Block Diagram in Chapter 4. The Chart Area has one or more sheets,
each of which contains one or more panes. Each pane contains the display of one or more
data series, tools, or indicators.

There are many options, preferences, properties, and parameters. See the User’s Guide for
details.
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Chapter 6

Technical Analysis

Decisions to buy and sell anything - stocks, mutual funds, cars, houses, jewelry - are made
for a variety of reasons and use a variety of decision making techniques. When it comes to
securities, there are three broad categories of decision making:

¢ Fundamental analysis
¢ Chart analysis
* Quantitative analysis

FUNDAMENTAL ANALYSIS uses information about the financial health of the organization,
derived from financial statements, reports by the management, estimates of future rev-
enue and expenses, and so forth. The efficient market hypothesis postulates that all the
information that can be known about an organization has already been taken into account
and is always already reflected in the price of its shares. Trading decisions are made using
one of the models based on the market being efficient, such as the Capital Asset Pricing
Model.

The two branches of technical analysis - chart analysis and quantitative analysis - believe
that the markets are somewhat inefficient, and that there is information in the historical
price and volume data that can be recognized and can lead to profitable transactions. For
both, several things must be true in order to be profitable trading:
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e The markets must be inefficient.

¢ There must be patterns in the price and volume that precede profitable trading
opportunities.

* The patterns must occur often enough to be profitable enough to overcome trad-
ing costs.

¢ The analyst must be able to recognize those patterns, either visually or through
computer programs.

¢ The patterns must persist long enough beyond the period being analyzed so that
trades can be made.

CHART ANALYSIS uses visual examination of the price and volume searching for patterns
such as head-and-shoulders, trendlines, support and resistance levels. Often, the recogni-
tion of important patterns is a subjective judgement of the analyst. As demonstrated in the
earlier chapters, AmiBroker has an outstanding complement of charting tools to aid the
chart analysts.

QUANTITATIVE ANALYSIS, used in the sense of analysis of price and volume information,
relies on writing a set of rules into a computer program, then running that program as
a component of a trading system development platform. Trading system programs have
the same characteristics as general purpose computer programs, in that they have vari-
ables and constants, read and write data, can perform numeric calculations and string
manipulation, have flow control statements, have subroutines and functions, and so forth.
In addition, trading system programs have special features to deal with financial data and
trading. They can process the data streams with the daily sets of open, high, low, close,
and volume. They have special functions to handle the buying of shares, selling of shares,
and accounting for the profits.

AmiBroker is a trading system development platform. It has special features and special-
ized functions to deal with the price data, the purchase and sale of shares (or whatever is
being analyzed and traded), the accounting and reporting related to the trading account.

Of particular importance is a trading system development platform’s ability to search for
patterns (backtest), its ability to automatically search for the best sets of rules (optimize),
and its ability to perform statistical tests to measure the likelihood of a set of rules being
profitable in the future (validation). AmiBroker excels at all these tasks, and each will be
discussed in the chapters to come.
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Chapter 7

Trading System Development

All traders need confidence that their system will be profitable when traded. For any trad-
er, the way to build confidence is to practice.

One advantage that traders who use mechanical systems have over those who use graphi-
cal methods is that the mechanical system is (or, at least, can be) objective, rule-based,
judgement free, and testable.

You will be writing a trading system, testing it using historical data, then following the
rules to place actual trades. The period of time, and the data associated with that time, that
you use to develop and test your system is called the in-sample period and the in-sample
data. The period of time, and the data associated with that time, that follows the in-sample
period and has never been tested or evaluated by the system is called the out-of-sample
data. Actual trades are always out-of-sample.

The process of validating a trading system is one of observing the profitability and behav-
ior of the system in the out-of-sample period after it leaves the in-sample period.

The transition you make going from testing your system in-sample to trading it out-of-
sample is one data point in the validation of your system. Your confidence level will be
much higher if you have observed many of these transitions.
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The ten step outline presented here is designed to build your confidence that your sys-
tem will be profitable. For a more extensive discussion of trading system development,
including expansion of the topics presented in this outline, please see Quantitative Trading

Systems.

1. DerFINE THE OBJECTIVE FUNCTION

An objective function is a metric of your own choosing that you use to rank the relative
performance of two or more alternative trading systems. The phrase “of your own choos-
ing” is critical. Your objective function must accurately reflect what is important to you. If
you prefer long holding periods and infrequent trading, your objective function must rate
systems that hold for weeks to months higher than systems that hold for a few days. If you
prefer high equity gain without regard to drawdown over lower, but smoother, gain your
objective function must reflect that.

I believe the psychology of trading experts who try to help traders become comfortable
with the systems they trade have it backwards. If you decide ahead of time what you want,
and design trading systems that satisfy your wishes, and if you have the confidence built
through the validation process, you are guaranteed to be comfortable with your system.

AmiBroker reports the score for many metrics with each test run. If one of these standard,
built-in metrics meets your needs, use it. If you want something else, you can create a
custom metric and use it. For many people, rewarding equity growth while penalizing
drawdown is important. If you agree, consider using one of the standard metrics that does
that: RAR/MDD (risk adjusted annual rate of return / maximum drawdown), CAR/MDD
(compound annual rate of return / maximum drawdown), K-ratio, Ulcer Performance In-
dex, RRR (risk-reward ratio).

2. Decibe WHAT 10 TRADE AND How TO TRADE IT

If you have a day job, you probably want to use daily data, run your trading system in
the evening, and place your trades the next day. Or, you may be able to watch the market
during the day and want to place your trades intra-day or at the close. You may have a
preferred group of stocks or mutual funds. Be certain your system works well with your
choices.

3. DEsIcN THE TRADING SYSTEM

A trading system is a combination of a model and a set of data. The model is contained
in the AFL code you write. The data is the price data of the ticker symbol your code pro-
cesses. The model contains the intelligence. It is looking for the patterns in the data and
testing the profitability of buying and selling.
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A model consists of several parts: filter or setup, entry, exit, trailing stop, position size,
portfolio composition, and so forth. In much of the literature, the entry is emphasized. But
the other components are more important.

A model is a static representation of a dynamic process. Once you are done coding and
testing, the model does not change. It may be cleverly designed and have self-adapting
parameters, but it is still static. The market being modeled is dynamic and ever changing.
Your model is looking for a particular pattern or set of conditions, after which it expects
a profitable trade. As long as the model and the market remain in synchronization, the
system will be profitable. When the two fall out of sync, the system will be less profitable
or unprofitable.

It is useful to think of the data as comprised of two components - signal and noise. The
pattern your model is looking for is the signal portion of the data. Everything your model
does not recognize is the noise portion of the data. Your goal, as a designer of trading sys-
tems, is to accurately recognize the signal and ignore the noise.

Our hope is that:
e  We can build a model,
¢ That recognizes some inefficiency,
¢ And use that model to trade profitably,
¢ Aslong as the model and reality stay in sync.

4. DEeTERMINE THE LENGTH OF THE IN-SAMPLE PERIOD
There are two views about how much time and data should be used to develop the system.

Some want a long time. They feel that the system will experience a variety of conditions
and be better able to handle changes in the future. The risk is that conditions vary so much
in the in-sample period that the system will not learn any of it well.

Some want a short time. They feel that the system will be better able to synchronize itself
and learn very well. The risk is that the system may learn a temporary pattern that does
not persist beyond the in-sample period. Another way to view this is that the system has
fit itself to the noise because the signal is too weak. A system that has fit to the noise, per-
forms well in-sample, but does not perform well out-of-sample is sometimes described as
a system that is curve-fit, or over-fit, to the data.

The proper length of the in-sample period is impossible to state in general. It is very much
a function of both the model and the data. The only way to determine the length of the
in-sample period is to run some tests.
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5. DETERMINE THE LENGTH OF THE OuT-OF-SAMPLE PERIOD

The length of the out-of-sample period is: As long as the model and the market remain
in sync and the system remains profitable. There is no general relationship between the
length of the out-of-sample period and the length of the in-sample period.

6. DecibE WHAT 10 OPTIMIZE

To optimize means to search a lot of alternatives and choose the best of them. Optimiza-
tion is not a bad thing; in fact, it is a necessary step in system development. If you were to
think up a new trading system and write the AFL code for it, it would include logic and
parameters that were first guesses. You could test that system as it stands, and then either
trade it or erase it and start over. But you are unlikely to do that. More likely, you will try
other logic and other parameters values. If you are trying a few hand-picked alternatives,
you might as well run an optimization and try thousands of alternatives. Give yourself a
chance to find the best system.

Anything you would consider changing in your system - a different parameter value or an
alternative logic statement - is a candidate to be optimized.

7. PerrorM WALK FORWARD RUNS

While there is nothing special about optimizing, there is something very special about a
walk forward run. You saw these diagrams in Chapter 3, Example 9, but they are worth
looking at again.

The Walk-forward Process

|
i
i i :
| i :
! Cnnmtenqled out‘o'f-sarilu:ue results
' |
4
i

| i i
1 i
T L

: Insample § Out-of-tample 5
i Ir-sampie 4 Ond-of-gampla 4

Insample 3 ! Owi-of xampie 3
i Aamphe 7 Outof Sampie 7
Incample 1 Oui-ol-sample 1
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The walk forward process is several iterations of:
1. Optimize in-sample.
2. Choose the best according to your objective function.
3. Use those values and test out-of-sample.
4. Step forward by the length of the out-of-sample period.

Continue this process until you have used the last full in-sample period.

8. EvaLuAtE THE OuT-OF-SAMPLE RESULTS

Either trade the system or send it back to development.

| In-aampis § | LLiwe Trading

Decision -- trade or return to development

t:nncalandlacl out-of-sar

iple results

!

1

|

1

: In-earmpin Cut-ol-eampls §

T
In-sampie & | Cud-of-mirngda 4
1
| Fegamph 3 Cul-ul-eample 3
IrrEampes 2 Cul-ol-sampls 2

CLt-of-sarmpia 1

| In-sampia 1

Note the importance of having an objective function you trust. The set of parameters used
to test out-of-sample are the parameters that are at the top of the results list, after the list
has been sorted by your objective function. The process is automatic and objective. All the
decisions were made in earlier steps. You will never even see what the second choice is;
the first choice is always used.

Each walk forward step is one data point you will use in the validation of your system.
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9. TRADE THE SYSTEM

Using the set of parameters that are at the top of the list after the last optimization, buy
and sell when the system gives signals.

Take all the signals. If you have some way to decide which signals to take and which to
skip, that logic belongs in the trading system and should go through the validation pro-
cess.

On the last day of what would have been the out-of-sample period, re-optimize. Pick the
top-ranked parameter values and continue to trade.

10. MonIToR THE RESULTS

Each trade signaled after development has finished, and each trade you actually take, is
an out-of-sample trade. You can compare the statistics for your trades with statistics for
the out-of-sample results from the walk forward runs. If your results drop below what is
statistically expected, stop trading the system. Either paper-trade it to see if it recovers; or
re-optimize ahead of schedule, then paper-trade it and observe its performance.

Refer to Modeling Trading System Performance for detailed discussion of determining wheth-
er the system is working or broken, and for techniques for computing the best position
size in order to maximize account growth while holding drawdown to a level within the
tolerance of the trader.

IN SUMMARY

There are no guarantees. The best we can hope for is a high level of understanding and
confidence gained through the validation process.
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Chapter 8

AFL - AmiBroker Formula Language

AFL is AmiBroker Formula Language - the code that takes your ideas and puts them
in the form that AmiBroker understands. Formulas, indicators, explorations, and trading
systems are all written in AFL.

AFL is a component of AmiBroker, and is installed automatically in all versions of Ami-

Broker.

AFL is a procedural programming language, similar to Visual Basic, C, C++, Pascal, and
Fortran. As such, it has language features for:

Computation of numerical expressions.
Evaluation of logical expressions.
Declaration and use of data storage.
Definition of data structures.

Reading data into the program.
Writing data out from the program.
File manipulation.

Program control.

Built-in and user-defined functions.
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AFL could be used for general purpose computing. But its unique capabilities come from
the additional features designed to work with financial time series and trading systems.
These include:

Language and procedures to deal with financial quotations, such as open, high,
low, close, volume, and open interest.

Language and procedures to deal with trading system orders, such as buy;, sell,

short, and cover.

The ability to plot or chart financial data, such as price, technical indicators, and

buy and sell arrows.

Powerful array processing capabilities. Much of the data used in trading systems
is organized in time-ordered series, which AmiBroker stores in arrays and ma-
nipulates with array-oriented procedures.

AFL files are clear-text files, not proprietary or encoded in any way. While any text editor
can be used to create and modify them, the AFL Formula Editor is designed specifically to
work with AFL files. This chapter begins with a discussion of the AFL Editor, the Formula
Editor.

Following that is a description and discussion of the AFL Language, including the lan-
guage features.

AFL Epitor (ForMuLA EDITOR)

The AFL Editor, or Formula Editor, is the editor that is built-in to AmiBroker. It is used to
write AFL programs that will display custom indicators and test trading systems. It has
four pull-down menus, a toolbar, and a context menu of its own.

& [C:\Program Files\AmiBroker\Formulas\Custom\Exam... | "= =y X

File Edit Tools Help

D& =] Example6A Y red- 4 -

|/ / Examplesz.afl
// B trading system bassd on the
// cros of two movi

en the faster moving average

[/ crosses down through the slower
// moving average.

FastMA = MA( C, 5 );
SlowMz = MA( C, 20 );

Buy = Cross( FastMR, SlowMa );
sell = Cross( SlowMA, FastMA );

<

New file

Ln1, Coll
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PuLL-DOWN MENUS

FiLe MEnu

& [C:\Program Files\Ar

File | Edit Tools

O New

[| @ Open

& Print
Exit

Save As...

Epir MeNu

& [C:\Program Files\Ami Bruker\FDrmu(

a
c
B

/1 :xg
s
c

File | Edit | Tools Help

Paste
Select All
Find...
Replace

Prettify Selection

Introduction to AmiBroker
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New - Clears the AFL window

Open - Opens an existing AFL file

Save - Saves the contents of the window under the current
name

Save As - Saves the contents under a new name

Print - Opens the Print dialog box to send the AFL to a
printer

Exit - Close the editor

Undo - un-does last action (multi-level)

Redo - re-does recent action (multi level)

Cut - Moves selected text to the clipboard

Copy - Copies selected text to the clipboard

Paste - Copies clipboard to cursor location

Select All - Selects the entire file

Find - Opens search dialog

Replace - Opens search and replace dialog

Prettify Selection - Reformats selected text to a consistent
standard; adjusts indents and spacing

Copy Error Message - After checking AFL syntax, if there
is an error, copies that error message to the clipboard
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TooLs Menu

ajram FiIes\AmiBroker\FcrmuIas\Cusmmv

i E"';\—f';"’ ) e Verify Syntax - Check AFL code for errors
erity syntax
ﬁ‘l* Y e intnter o Apply‘ Indlca’For - Saves the ﬁl?, then applies it one time. (If
g “ Send o Analysis window |- you click again, no new pane is opened.)
2 o < e Insert Chart - Saves the file, then applies it many times. (If
z e o you click again, another new pane is opened.)
<f Code Check & Profile ¢ Send to Analysis window - Saves the file and makes it the
4 Oﬁtians 4

selected file for Analysis.

® Scan - Saves the file, makes it the selected file for Analysis,
and runs the Scan process

¢ Exploration - Saves the file, makes it the selected file for
Analysis, and runs the Explore process

e Backtest - Saves the file, makes it the selected file for
Analysis, and runs the Backtest process

¢ Optimization - Saves the file, makes it the selected file for
Analysis, and runs the Optimize process

e (Code Check & Profile - Saves the file, makes it the selected
file for Analysis, and runs the Code Check and Profile pro-
cess. Code Check tests for “future leaks” where the code
peaks into the future. Profile lists the operations required
to run the code and estimates the execution time.

¢ Options - There is only one option - Autosave formula.
When checked, the file will be saved before being sent to
Analysis for processing.
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HeLe Menu

K‘fu'm Broker\Formulas\Custom\Exam... Lf

¢ Function Reference - Displays the AFL reference page for
the function highlighted. Pressing the F1 key is equivalent.

AFL Language Reference

e Parameter info - Display a Tooltip containing the complete
rncton function prototype, including parameters.
W e AFL Language Reference - Displays the AFL Language
Reference section of the User’s Guide, describing AFL in
general.

Function index by Name

Function index by Category

¢ Function index by name - Displays the available AFL func-
tions, sorted alphabetically.

¢ Function Index by Category - Displays the available AFL
functions, grouped by category.

* Help on Editor - Displays User’s Guide entry for the AFL
Editor

AFL LANGUAGE

ARRAYS

In computer science an array is a data structure consisting of a group of elements that
are accessed by indexing. Each element has the same data type and the array occupies a
contiguous area of storage.

Arrays are so important to AmiBroker that they will be introduced first - before other data
structures and before the general description of the AFL language.

In AmiBroker, the Open, High, Low, Close, Volume, and Open Interest are stored in ar-
rays. All other formulas and indicators that are used must be computed using the OHL-
CVI data.

Take a look at the data. Make Boeing, BA, the selected issue. Its price chart will appear.
Using the Symbol menu, select Quote Editor.

There is a row for each bar and a column for each data field. When plotted on a chart, the
date axis has the oldest at the left of the chart and most recent at the right.
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é Quotations editor . &J
Mode b
- Ticker Date Close Open High Low Volume Open... Auwd Aux2 EQD o
(@) Current symbol/all quote =
~ BA (new) |5‘
€ 'ﬂ'ﬁ@?f}j{i‘,ﬁfﬁ ‘:‘;‘U;)E BA 8/3/2012  71.00 724158 72.62375 71.08000 37200 0 0 0 EOD
BA 8/2/2012  71.99  72.39 72.52 7115 46150 0 0 0 EOD
_— BA 8/1/2012 7277 7432 74.48 7264 46960 0 0 0 EOD
BA 7/31/2012  73.91  74.82 75.06 73.88 30787 0 0 ] EOD
Date: 8/ 7/2012 ¥ | | BA 7/30/2012  74.86 74.6 75.59 7443 49997 0 0 0 EOD
Time: 12:00:00 A= | BA 7/27/2012  75.51  75.58 75.94 75.08 40663 0 0 0 EOD
BA 7/26/2012 74891  75.13 75.96 7437 49402 0 0 ] EOD
Millisec: 0 BA 7/25/2012  74.03 742 74.48 727 61304 0 0 0 EOD
End-of-day bar BA 7/24/2012  72.03  72.87 73.17 7135 38665 0 0 0 EOD
BA 7/23/2012 7291  72.31 73.08 7158 34322 0 0 0 EOD
Open: 0 BA 7/20/2012  73.89 74.5 74.8 73.61 31481 0 0 0 EOD
Hiigh 0 BA 7f19/2012  74.86  73.99 75.11 737 45432 0 0 0 EOD
BA 7/18/2012  73.89 7271 74.44 7271 37562 0 0 0 EOD
Low: ° BA 7/17/2012 7311 73.25 73.51 7204 27757 0 0 0 EOD
Close: 0 BA 7f16/2012 7297  73.13 73.19 7235 35384 0 0 0 EOD
v o BA 7/13/2012  73.51  71.93 73.56 71.85 36160 0 0 0 EOD
BA 7/12/2012 7171 712 72.02 70.85 57998 0 0 0 EOD
Open Int.: o BA 7/11/2012 71.52 72.69 72.76 71.23 60722 0 0 0 EOD
Auxt: 0 BA 7/10/2012  73.22  74.63 75.05 72.89 47567 0 0 0 EOD
e 0 BA 7fo/2012 7403 74.27 74.85 73.8 43577 0 0 0 EOD
BA 7/6/2012  73.69  73.78 73.81 729 35791 0 0 ] EOD
Delete BA 7/5/2012 7444  74.38 74.74 73.85 25390 0 0 0 EOD -
DUSa Time-Shift (as defined in Intraday Settings)

When the data is read from the database into memory, an array is created for each field
-Date, O, H, L, C, V, OL The array for each of them has one element for each bar. The ele-
ments are referenced (identified) by their position in the array - their index. The oldest ele-
ment is stored in the first array element and has index 0. Each newer bar (newer element)
has an index number 1 greater than its left neighbor. The set of all seven data fields for a
given bar form a data record. All elements of a record have the same index number. When
using end-of-day data, each bar holds the data for one day; the number of bars and the
number of days will be the same.

BArRCouNnTt

Look at the entire array, say for the closing price. When the data is loaded into memory,
the number of data points is counted. That number is stored in a special variable named
BarCount. The elements of the Close array are numbered from 0 to BarCount-1. There is
no element whose index is BarCount. Trying to refer to an element whose index number is
less than 0, or BarCount or greater, results in an “index out of bounds” error.

|
BarCount-1

w—

[
Index 0 1 2

BarCount-2
A total of BarCount elements, indexed from 0 to BarCount-1
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When the price series is loaded from the database to memory, that established not only
the length of those OHLCV arrays, but of all arrays. The default number of elements in
every array is BarCount. When you compute an array indicator, such as the simple moving
average, the resulting array also has BarCount elements; and they are also indexed from 0
through BarCount-1. When you program AFL and use looping, you will need to be aware
of the array indexing and of the BarCount variable.

ARRAY OPERATIONS

In order to use an indicator, like the 25-day moving average, the value of that average must
be computed for each day.

The average is the sum of the 25 days up to (earlier than) and including the day being pro-
cessed, divided by 25. Beginning with index number 24, every day has a 25-day moving
average. For elements 0 through 23 there is not enough data to compute a 25 day average.

AmiBroker is unique in that it uses a very efficient array-processing technique to compute
the 25-day moving average, giving the value for all the data elements in a single array in
a single processing step. Computed once, they are available whenever they are needed for
further analysis.

The formula to compute the moving average and store it so it can be used is:

MyAverage = MA ( C, 25 );
* MA is the AFL function that computes the simple moving average.
e C, or Close, tells the function to take the moving average of the Closing price.
e 25 is the number of bars (days) in the average.
* MyAverage is the location where the result is stored.

The key point is that this is an array operation. Close and MyAverage are arrays, and MA
is a function that works with arrays (and only with arrays).

When people get confused with AFL, it is often over whether a function works with arrays
or scalars (single values).

The description of MA, the function that computes the simple moving average, called the
syntax of the function, tells us what it uses as input and what it returns as results.

Syntax:
MA ( ARRAY, periods );
Returns:

ARRAY

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com
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Description:

Calculates a Simple Moving Average of length periods of ARRAY. Returns the result as
an array.

For example:
MAofClose = MA ( Close, 20 );

Close is an array. MA is an array operation that computes the moving average for every
element in the Close array. The result is also an array. The result returned from the func-
tion must be stored in a variable that is an array. All of these arrays have the same length
- the length that was established when the data was read from the database and stored in
the Close array.

LANGUAGE Basics

Keep in mind that this is an introductory explanation. There are features of AmiBroker
and AFL that are not explained, or even mentioned, here. For more information, please
see the AmiBroker AFL Reference, which is a component of the AmiBroker User’s Guide.

An AFL program consists of the following elements:
ToxeNs are word-like units recognized by the AFL language processor.

WHITESPACE is the collective name given to spaces, tabs, line breaks, and comments.
Whitespace serves to separate tokens. Excess whitespace is discarded. That means that if
a single whitespace character is permitted, you can have any number of them, including
extra line breaks, to aid program readability.

CoMMENTs are text used to document a program. They are for the programmer’s use only
- they are stripped out of the code before it is processed. There are two ways to denote text
as being a comment:

* //-two adjacent slashes - the remainder of the line is a comment.

e [** -two, two-symbol pairs - everything between the opening /* and the closing
*/ is a comment.

Comments may not be nested.

ToxeNs. AFL recognizes five classes of tokens:
* identifiers
® constants
¢ string-literals

® operators
® punctuators
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Identifiers are arbitrary names, of any length, given to variables and functions. Identifiers
must begin with a letter, may contain letters (a-z, A-Z), digits (0-9), and the underscore
(“_”). AFL identifiers are not case sensitive. The identifiers MyMovingAverage and my-
movingaverage are treated as being the same.

Constants are tokens representing fixed numeric or character values. Numeric constants
consist of decimal integer and, optionally, decimal point and decimal fractional part. Neg-
ative numeric constants are preceded by the minus sign.

String literals, or string constants, are a sequence of any characters surrounded by double
quotes (“). “This is a string literal”

Operators are the arithmetic, relational, and assignment operators, such as +, -, <. They will
be covered in more detail below.

Punctuators are any of the following characters: (), ;=.
TerMS are constants, variables, or other terms that are operated upon by operators.

ExPRESSIONS are combinations of constants, variables, terms, and operators that can be
evaluated and result in a single value -- a scalar (single number), string, or array.

STATEMENTS consist of one or more expressions, an assignment operator, and a variable.
The expressions are evaluated and assigned to the variable. Each statement must be ter-
minated by a semicolon.

Operators

COMPARISON OPERATORS are used to test the relation between two expressions. The result
of the test will be either True (1) or False (0). The operators are:

e < Less than

* > Greater than

* <= Less than or equal to

* >= Greater than or equal to
* == Equal to

o I= Not equal to

ASSIGNMENT OPERATOR is used to store the value on the right side into the variable on the
left side. The operator is the = character. For example:

B=A+14;

The right hand side is evaluated to a single result by adding A and 14 together. The result
is stored in the variable B.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com

8-9



Introduction to AmiBroker
Chapter 8 - AFL - AmiBroker Formula Language

“u_n

Note the difference between
== tests equality.

and “==". The single = is an assignment. The double

ARITHMETIC OPERATORS combine one or more terms to produce a term or expression.

They include:
* + Addition
° - Subtraction (including unary minus)
o ¥ Multiplication
o / Division
* % Modulus (remainder)
e A Exponentiation (raise to a power)
o | Bit-wise Or

e & Bit-wise And

LocicaL orErRATORS work with logical constants and logical variables. They include:

e NOT (also!) Logical Not of a single operand
e AND (also &&) Logical And of two operands
e OR (also Il) Logical Or of two operands

LogicAL consTaNTs are True and False.
¢ False is represented by numeric zero .

* True is represented by numeric 1. Actually any non-zero value, positive or nega-
tive, evaluates to True.

COMPOUND ASSIGNMENT OPERATORS perform an arithmetic operation followed by an as-
signment operation. The most commonly used are:

°  ++ Post increment (increment the variable and store it back) i++ means add 1
to i. More completely, it means take the value of i, add 1, assign the result to i.

o Post decrement (decrement the variable and store it back) i-- means sub-
tract 1 from i.

* 4= Add the value of the operand (variable) on the left plus the value of the
operand on the right, then store the result back in the variable on the left. j+=2;
Add 2 toj.

o = Subtract the value of the operand on the right from the value of the op-

erand (variable) on the left, then store the result in the variable on the left. k-=5;
Subtract 5 from k.

o = Multiply the value of the operand (variable) on the left by the value of the
operand on the right, then store the result back in the variable on the left. m *=7i;
Multiply m by i.
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* /= Divide the value of the operand on the left (variable) by the value of the
operand on the right, then store the result back in the variable on the left. x /=y;
Divide x by y.

When in doubt, write out the calculation you want using ordinary arithmetic opera-
tors. The possible confusion is not worth the execution efficiency.

Operator Precedence

Parentheses can be used to control the order in which the operations take place. Those
operations that are in the innermost parentheses are done first, then working outward.
When there are no parentheses to explicitly define the order, this precedence is followed
(highest ranked are listed first and done first):

1. ++ Post increment

2. - Post decrement

3. 1] Array element operator

4. 7 Exponentiation

5 - Unary minus

6. * Multiplication

7./ Division

8. % Modulo

9. + Addition

10. - Subtraction

11. Less than

12. Greater than

13. <= Less than or equal to

14. >= Greater than or equal to

15. == Equal to

16. = Not equal to

17. Bit-wise And

18. | Bit-wise Or

19. NOT Logical Not

20. AND Logical And

21. OR  Logical Or

22, = Assignment

23. *= Compound assignment (all operators)
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In addition to having ++ be a post increment operator, it can be a pre increment operator. j
=i++ uses ++ as a post increment operator. j is assigned the value of i, then i is incremented.
j = ++ uses ++ as a pre increment operator. i is incremented, then the new value of i is as-
signed to j.

Use parentheses to insure that the calculations are carried out in the order you intend.

If His 110 and L is 106, (H+L)/2 is 108. H+L/2 is 163, because the division takes place before
the addition.

Array Subscript Operator
An entire array is referenced by using its name without qualification, as in MM = O;

To reference a particular element of an array, use the [] operator. For example, to reference
the most recent closing price, use C[BarCount-1].

BARCoUNT, as you will recall from the earlier discussion, is the number of elements in the
OHLCYV arrays, and all other arrays derived from those. The first element of every array is
index 0, the final element is index BarCount-1.

Compound Statements (Blocks)

A compound statement consists of zero or more statements within curly brackets {}. A
compound statement can be used anywhere a statement can be used.

Built-in Functions

In addition to the arithmetic operators, AmiBroker has over 70 built-in functions that per-
form mathematical operations. Functions accept zero or more arguments enclosed in pa-
rentheses, and return zero or one values.

Conditional If

The conditional if function has the form IIF(exp, Tp, Fp); Note that IIF is a function - it
returns a value. The expression exp is evaluated to either True or False. If True, return Tp,
if False, return Fp.

Note that IIF is Not a program flow control statement. That is, it does not operate like
the traditional IF statement. IIF is a function and it returns a value.

Variables

A variable is an identifier and its associated data structure and storage.
* You can define and use as many variables as you wish; there is no limit.
¢ Each variable must be assigned a value before it can be used further.
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* Variables used in the main program cannot be assigned values in functions.

¢ User-defined variables may not duplicate names already defined by built-in func-
tions (such as EMA), predefined arrays (such as Open), keywords (such as If), or
reserved words (such as Buy).

e Itis good programming practice to define variables, give them meaningful
names, assign values to the variables, then use the variables in subsequent calcu-
lations and function calls.

Reserved Variables

AmiBroker uses some variable names and reserves those. You may not use these identi-
fiers for variables you define:

* buy

e sell

e short

* cover

* Dbuyprice

¢ sellprice

¢ shortprice

® coverprice

o title

* tooltip

* graphxspace
e graphzorder
¢ exclude

¢ roundlotsize
e ticksize

User-DEerFINED FUNCTIONS, PROCEDURES, SCOPE

User-definable functions make it possible to encapsulate user code into easy-to-use mod-
ules that can be used in many places without the need to copy the same code over and
over again.

Functions must have a definition. The function definition includes the function body —
the code that executes when the function is called.

The function definition establishes the name and parameters of a function. The function
must be defined prior to the call to the function. The definition is a single line of code that
begins with the keyword function, is followed by the function name, and then the list of
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parameters enclosed in parentheses. The function body, enclosed in curly braces, follows
using as many statements as you wish.

When the function is invoked or called by the calling program, control passes to the called
function. Variables are passed for the arguments. Each argument corresponds to a param-
eter. The function performs its calculations, including executing the return statement. If
there is a result to be returned, it is passed back to the calling program.

If the function does not have any return statement (does not return anything) then we call
it a procedure.

Following is an example of a function, a 2nd order smoother:
// the first line is the definition of the function

function IIR2( input, fo, f1, f2 )
// the remaining lines are the body of the function

{
result[ @ ] = input[ @ 1;
resultl 1 ] = input[ 1 1;
for( i = 2; i < BarCount; i++ )
{
result[ i J = fo * input[ i ] +
fl % resultl i - 11 +
f2 * result[ i - 2 1;
}
// this function returns an array
return result;
}

// this is the main, or calling, program
Plot( Close, “Price”, colorBlack, styleCandle );
Plot( IIR2( Close, 0.2, 1.4, -0.6 ), “function example”, colorRed );

IIR2 is a user-defined function. There are four formal parameters: input, {0, {1, f2.

The calling program prepares actual arguments, one argument corresponding to each
format parameter. At the time of the function call the values of arguments are passed (by
value, not by name or by reference). Formal parameters behave like local variables and
have the numeric values that were passed to them. They are undefined (have no numeric
values) until the function is called. And when the return statement is executed, they be-
come undefined again. They have no memory.

Within the body of the function, local variables named result and i are defined and used.
Local variables are visible inside the function only. If any other function uses the same
variable name the two will not interfere with each other.
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Local, Global

AFL does not require that variables be declared before they are used. The first use of a
variable determines whether it is local or global.

If a given identifier appears first inside a function, then it is treated as a local variable to
that function.

If a given identifier appears first outside the function, but is used within the function, then
it is treated as a global variable and it carries whatever value it had at the time of the call
into the function.

Since this can cause problems that are difficult to debug, there are two keywords, local
and global, that can be used to force the scope. See the following example.

k = 4; // this is a global variable because of its first use
function f( x )

z = 3; // this is LOCAL variable
return z x x *x k; // ‘k’ here references global variable k
// (first used above outside function)

}

z = 5; // this is GLOBAL variable with the same name
// as the local variable in function f

“The value of z before function call :” + WriteVal( z );

// Calling the function will not affect the

// the value of our global variable z

// because the global variable z and

// local variable z are separate and

// arguments are passed by value (not by reference)

“The result of f( z ) = “ + WriteVal( f( z ) );
“The value of z after function call is unchanged : “ + WriteVal( z );
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Example 2: Using local and global keywords to override default visibility rules:

VariableA = 5; // implict global variable
function Test()

{
local VariableA; // explicit local variable
// with the same identifier as global
global VariableB; // explicit global variable
// not defined earlier
// may be used to return more
// than one value from the function
VariableA = 99;
VariableB = 333;
}

VariableB = 1; // global variable

“Before function call”;

“VariableA = “ + VariableA;

“VariableB = “ + VariableB;

Test();

“After function call”;

“VariableA = “ + VariableA + “ (not affected by function call )”;
“VariableB = “ + VariableB + “ (affected by the function call )”

At the end of the function we can see the return statement that is used to return the result
to the caller. Currently the return statement must be placed at the very end of the function.

It is also possible to write a procedure (a function that returns nothing (void))

procedure SinePlotter( Freq, ColorIndex )

{

pname = “Line”+WriteVal(ColorIndex,1.0);

array = sin( Cum( Freq * 0.01 ) );

Plot( array, pname , colorRed + ColorIndex, styleThick );
}

for( n =1; n < 10; n++t )

SinePlotter( n/2+Cum(@.01), n );
}

Although there are two separate keywords function and procedure, AmiBroker currently
treats them the same (they both accept return values but do not require them), but in the
future the rules might be enforced. That will require use of the return statement only in
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functions. So it is advisable to use the function keyword in the case where your function
returns any value and the procedure keyword if it does not.

Note that recursion (having a function call itself from within itself) is not presently sup-
ported.

FLow CoNTROL

If you are using the array-oriented features of AFL, then most of the code you write will
start at the top of the program and flow to the bottom of the program without interrup-
tion. None of the flow control statements or tests accept arrays as arguments. The flow
control statements are:

e do .. while
e for

e if..else

e switch

e while

There are two typical uses for flow control statements:

1. You want to perform some task that may or may not operate on entire arrays
for each of several values of a variable. For example, write to a file the results of
running tests with values for a particular argument of 5, 7, 9, and 11.

2. You want to step through the data that is in one or more of the arrays, such as the
array of closing prices, and make some decision based on what you find. To do
this requires that the program use looping.

Each of the five flow control statements will be illustrated with an example. The optional
statements that can be used with the flow control are also explained.

break

The break keyword is a part of switch statement and an optional part of looping for, do-
while, and while statements.

The break keyword terminates the smallest enclosing do, for, switch, or while statement
in which it appears.

The syntax is:
break;

The break statement is used to exit an iteration or switch statement. It transfers control to
the statement immediately following the iteration substatement or switch statement.
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The break statement terminates only the most tightly enclosing loop or switch statement.
In loops, break is used to terminate before the termination criteria evaluate to 0. In the
switch statement, break is used to terminate sections of code — normally before a case
label. The following example illustrates the use of the break statement in a for loop:

i=0;
while (i <10 )
{0
1++;
// break at step 5
if(i==5)
{
break;

}
printf(“Step “ + i );
}

continue
The continue statement is an optional part of for, do-while, and while statements.
It stops the current iteration of a loop, and starts a new iteration.

The syntax is:
continue;

You can use the continue statement only inside a while, do..while, or for loop. Executing
the continue statement stops the current iteration of the loop and continues program flow
with the beginning of the loop. This has the following effects on the different types of
loops:
¢ while and do..while loops test their condition, and if true, execute the loop again.
e for loops execute their increment expression, and if the test expression is true,
execute the loop again.

The following example illustrates the use of the continue statement:

i=209;
while (i < 10)
{.

1++;

// Skip 5

if(i==5)

{
continue;

}
printf(“Step “ + i );
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do ... while

The syntax (general form) of the do ... while statement is:
do
{ statements }
while (expression);

do and while are keywords. They are always spelled exactly the same way and used in
the same way.

{ statements } is any executable statement or statements, enclosed in a set of curly brackets.
The curly brackets are mandatory.

(expression) is any expression that can be evaluated to either True or False. The parenthe-
ses are mandatory. The final semicolon is mandatory.

When this part of the program is reached, the statements are executed in order. There
may be flow control statements included. Eventually the end of the statement code will be
reached.

The expression is evaluated. If the result is True, then the statements in the body will
be executed again, starting from the beginning, with the variables retaining their most
recent values. If the result is False, then the do ... while is finished and program flow con-
tinues to the statement following it.

// initialize control variables to prepare for the do ... while
length = 5;

// the do ... while

do

{

printf (“ something interesting “ + NumToStr(length) + ”\n”);
length = length + 2;

3
while (length <= 13);
// whatever code comes after the do ... while

The output of the printf will have lines for lengths of 5,7, 9, 11, and 13.
for

The syntax of the for statement is:
for (initial; conditional; loop-expression)
{ statements; }

for is a keyword.
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(initial; conditional; loop-expression) control the loop. Before the first execution of the
statements in the body, initial is executed. Immediately, and before every execution of
the body, conditional is tested. If the result of the test is True, execute the statements in
the body of the loop. If the result is False, then program flow continues to the statement
following the for. After each execution of the statements in the body, execute the loop-
expression.

// prepare for the for loop
myema[@] = Close[0];

// the for loop

for ( i=1; i < BarCount; i++ )

{
3

// whatever code comes after the for loop
Plot (C, “C”, colorBlack, styleCandle);
Plot (myema, “MyEma”, colorRed,styleline);

myemal[i] = @.1 * Close[i] + 0.9 * myemal[i-1];

if ... else

The syntax for the if ... else statement is:
if (expression)
statementl
[ else
statement2]

or, more symetrically:
if (expression)

{

statementl;
}
else
{

statement2;
}

if and else are keywords. The portion in the [ ] in the first explanation is optional (the
brackets are not meant to indicate an array index). The else is optional. The second expla-
nation includes the else portion, which will have an empty statement if there is no action
to take.

(expression) is evaluated. If it is True, statementl is executed. If it is False and there is an
else clause, statement?2 is executed. If it is False and there is no else clause, no action is
taken.
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For example:
i=1;
if (1 >1)
printf (“i is big \n”);
else
printf (“i is small \n”);

if ... else statements can be nested. For example:

i
if (j > i)

printf (“i is big \n”);
else
printf (“i is small \n”);

The question immediately arises: “which if gets the else?” The best answer, from good
programming practice, is to use a full complement of braces so the question never arises.
The answer to the question as it stands is: the else goes with the closest if that does not al-
ready have an else. The spacing on the page does not enter into the discussion at all. Don't
let ambiguity into your programs - use a full set of braces. The fully braced equivalent to
the example above is:

i=2;
j =4
if (i >1)
{
if (j > i)
{
printf (“i is big \n”);
}
else
{
printf (“i is small \n”);
}
}
else
{
}

Run each of these. (Use the Commentary window for quick and dirty testing.) First as they
stand, then with j set to 0.

Important note. The values being compared in the expression part of the if ... else are
scalars - single values. If ... else can only be used on scalars, not on arrays. You can test
to determine whether H[i] > H[i-1]. But you cannot test whether H > Ref(H,-1). The first
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is testing two single numbers, and the result is clearly either True or False. The second
is testing two arrays, and the result is not defined.

switch

The syntax of the switch statement is:
switch (expression)
{
case constant-expressionl: statement;
case constant-expression2: statement;

case constant-expressionN: statement;
default: statement:

}

Control passes to the statement whose case constant-expression matches the value of
switch ( expression ). The switch statement can include any number of case instances, but
no two case constants within the same switch statement can have the same value. Execu-
tion of the statement body begins at the selected statement and proceeds until the end of
the body or until a break statement transfers control out of the body.

You can use the break statement to end processing of a particular case within the switch
statement and to branch to the end of the switch statement. Without break, the program
continues to the next case, executing the statements until a break or the end of the state-
ment is reached. In some situations, this continuation may be desirable.

The default statement is executed if no case constant-expression is equal to the value of
switch (.expression ). If the default statement is omitted, and no case match is found, none
of the statements in the switch body are executed. There can be at most one default state-
ment. The default statement, if exists, must come at the end. Otherwise it may be executed
before hitting conditions defined below it. A case or default label is allowed to appear only
inside a switch statement.

The type of switch expression and case constant-expression can be any. The value of each
case constant-expression must be unique within the statement body, otherwise the first
match will be used.
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Example:

for( n = 0; n < 10; n++ )
{
printf(“Current n = %f\n”, n );
switch(n) {
case 0:
printf(“The number is zero.\n”);
break;
case 3:
case 5:
case 7:
printf(“n is a prime number\n”);
break;
case 2: printf(“n is a prime number\n”);
case 4:
case 6:
case 8:
printf(“n is an even number\n”);
break;
case 1:
case 9:
printf(“n is a perfect square\n”);
break;
default:
printf(“Only single-digit numbers are allowed\n”);
break;
}
}

while
The while statement lets you repeat a statement until a specified expression becomes false.

The syntax of the while statement is:
while ( expression )
statement;

The expression must have an arithmetic (numeric or logical) type. Execution proceeds as
follows:

1. The expression is evaluated.

A. 1If the expression is initially false, the body of the while statement is never
executed, and control passes from the while statement to the next statement in
the program.

B. If the expression is true (nonzero), the body of the statement is executed and the
process is repeated beginning at step 1.
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This is an example of the while statement:

i=10;
while( i < 20 )

Plot( MA( Close, i ), “MA” + WriteVal( i, 0 ),
colorBlack + i );

The example plots 10, 11, 12, 13, 14, 15, 16, 17, 18, 19 - bar moving averages.

AFL FuncTioN REFERENCE

AmiBroker has several hundred functions available for you to use as you write your AFL
programs. Rather than list them in this book, please see the AmiBroker User’s Guide, Ami-
Broker Formula Language.
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Chapter 9

Analysis

The Analysis tab is host to the Analysis window and the major tools for writing, testing,
refining, and validating trading systems; and for monitoring them for trading signals.

When you start AmiBroker, it opens the Chart window on the Chart tab.

@ Amiroker - [C - CITIGROUP INC - Daily] I
File Edit View Insert Format Symbol Analysis Tools Window Help
DR & <& e _c v e ERKE_ L LD
Symbols *x [ C (Daily) x| & )

Symbols | Layouts | Layers | Charts

C - Daily 2/10/2012 Open 32 95, Hi 33 1798, Lo 32 6302, Close 3

A

<Search>

L
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The Analysis pull-down menu looks like this:

¢ Daily] Ty
43 Symbol | Analysis | Tools Window Help
e
{
Y

<] @ & Quick Review...

o] % New Analysis..
#7 Commentary...
A& Formula Editor...

% AFL Code Wizard

! Old Automatic Analysis...

The Analysis window on the Analysis tab can be opened in several ways:
¢ Use the Analysis pull-down menu and click New Analysis.
¢ Use the File pull-down menu, then New > Analysis,
* Send a file to Analysis, for example from the Formula Editor.

The Analysis tab is displayed.

[@, AmiBroker - [Analysis1]

File Edit View Symbol Analysis Tools Window Help

P T Yot

DG = ¢ BE 0 es_c v e E ALK _ L S
Symbols 1% & C (Daily(( % Analysis1 > |} |
[Symhols { L2zl { Lzpsis I Clizrs I Bl Scan # Explore ¥ Backtest - 1. Optimize ~ Ju ~ 0 - 3¢
<Search> B E-
care a Apply to *Filter v T |Range All quotes - 1
2l Al
>0 Markets eslts
>3 GrouEs g - -

And the Analysis pull-down menu changes to this:

Tysisd] é
(Symhol Analysis | Tools Window Help
? Ba (3 5 ¥ Backtest v
{’ 8" Explore V:Anal
YLayers ] al Scan
{ ¢ Optimize
h g Quick Review...
£ Commentary...
A& Formula Editor.
& AFL Code Wizard
! 0Old Automatic Analysis..
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The Quick Review gives quick access to lists of daily price quotations and period-over-
period price changes. The Review Type menu lets you select the type of report it will

calculate.

é Quick Review

= | S |-

Date: Daily returns
Weekly returns
Dshuw Monthly returns
immediatel Quarterly returns
[ Yearlyretuns
Ticker Price/Earnings comparision
AA Price/Book value comparision

Review type: |Quotes (alphabetically) -
Quotes (alphabetically)

DD 49.02 -1.8% 49.82 48.68
i 32.04 -1.2% 32.33 31.49
Xom 85.88 -1.2% 86.75 85.50

64,416
40,608
145,301

Clicking the Filter button opens the Filter settings dialog. This allows you to specify the
group of symbols that will be processed. There are two tabs, Include and Exclude, and
they have the same controls. Using the pull-down menus for any of the categories, you
can include whatever you want the report to show, then exclude whatever portion of those
included that you do not want. This example shows including the watchlist containing the
members of the Basic Industries.

Filter settings ﬁ
3
Include | Exclude |
Market: ’ v] I Cancel ]
Favourites: ]
Indexes: ]
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The Date menu opens a calendar tool that lets you select the report date - the date you
want as the base date of the report. Or you can enter the date directly.

& Quick Review = | 5] |
Review type: | Quotes (alphabetically) -
Date: 8 2/2012 Oz [ show |

Show 4 August, 2012 4
D\mmed\ate\y 9
Sun Mon Tue Wed Thu Fri  Sat
Ticker Pr 29 30 31 1:.27 3 4 plume
AA 8 5 6 7 9 10 11 f189

bl 49 12 13 14 15 16 17 18 pdi6
P 32 19 20 21 22 23 24 25 p.eos
XOM 85 26 27 28 29 30 31 1 3o
2 3 4 5 6 7 8
[ Today: 8/8/2012

Quotes (Alphabetically) lists the closing price, day-over-day price change, high, low, and
volume, as shown in the first figure in this section.

Daily, Weekly, Monthly, Quarterly, and Yearly Returns are all calculations of price change
from one period ago to the report date. The report shows the price at the period earlier, the
current price, and the percentage change. It is sorted into descending order by percentage
change, but you can sort on any column by clicking the column header. Set the type report
you want, then click the Show button. Here is an example of a monthly report:

& Quick Review = |5 -

Review type: [Month\y returns -]

Date: 8/ 2/2012 g Show
s
immediately

Ticker Prev. price Price % Change
F 28.96 32.04 10.64%
Xom 85.34 83.88 0.63%
DD 4943 40.02 -0.83%
AA 8.60 8.18 -4.88%

Clicking the Show button starts the calculations that produce the report. Checking the
Show Immediately box lets the results display as soon as they are calculated, rather than
waiting until the entire report is complete before displaying results.

Getting results for the final two report type options:
* Price/Earnings comparison
* Price/Book value comparison

requires that your database has entries for earnings and book value.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com

9-4



Introduction to AmiBroker

Chapter 9 - Analysis

COMMENTARY AND INTERPRETATION

You can write commentary that will appear in the Commentary window or the Interpre-
tation window. The commentary is specific to the active symbol, the active pane, and the
selected bar. The explanation for Commentary is first, then Interpretation.

COMMENTARY

Using the Analysis menu, select Commentary. This commentary window, called Guru
Commentary, has two tabs - Commentary and Formula. Use the Formula tab to enter the
AFL code for the commentary formula you want to use. The Commentary tab will display

the output.
(G C (Daily) * | % Analysisd| = | ¢
Close 100) =28 4,

C - Daily 2/10/2012 Open 3295, Hi 33 1798, Lo 32 6302, Close 32 91 (-2 2%) Vol 406,883 MA(Close, 15) = 31 72, Mid MA(Close,45) = 2920, | ong 1A

H Lia )
&, Guru Chart Commenta-rx \ E‘E@
]m‘ Formula Ln 3, Col 49
"The closing price is: " -
+ WriteVal(c);
H WriteIf (C>Ref(C,-1), "&n up day”, "A down day");
[N )
|
1 ]
‘ t] | ‘I’HFT
\m}]\ | huu —W =
..... . . + ‘ [ oy |[ oad || swe |[ coe |
"' QKIH PR an B o AV rﬂMM"H |

(& C (Daily) x | Analysis4| © |

C - Daily 2/10/2012 Open 32 95, Hi 33 1798, Lo 32 6302, Close 32.91 (-2 2%) Vol 406,883 MA(Close, 15) = 31.72, Mid MA(Close,45) = 29 20, | ong WA Close 100

Lin

& Guru Chart Commentar! \
Commentary ‘ Formula ‘ Ln 3, Col 49

The closing price is: 32.910

A down day

-

Y

b

A commentary formula consists of two elements: static text and dynamic content.
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Static Text

Static text elements are enclosed in quotes and terminated with a semicolon. The text
is displayed in the commentary window exactly as it is written. Each statement will be
placed on a new line. Including the two characters “\n” will force a line break in the
output whenever that is necessary (and it will be necessary in Interpretation). A simple
example of static text is:

“The closing price is: “;

DvyNnaMic CONTENT

Two AFL functions are useful for creating dynamic content: WriteVal() (or its equivalent
function, NumToStr), and Writelf().

WriteVal
Syntax:
WriteVal(NUMBER);
WriteVal(ARRAY);
Returns:
STRING
Description:

WriteVal does not really write anything; it converts either a number or an array to a
string and returns the string value. WriteVal can only be used within a commentary:.

Any expression that evaluates to a number or numeric array can be used as an argu-
ment to WriteVal. For example:

WriteVal(Close - Ref(Close,-1));

WriteVal always returns one single value of the array (not the entire array of values). In
many cases this is the LastValue of the array, but in indicators it is “selected value” - the
one that is selected by the vertical line.

Writelf - Conditional Output
Syntax

Writelf(Expression, “True Text”, “False Text”);
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Returns
STRING
Description

The Writelf function is very similar to the IIf function. An expression is evaluated. If
the result is True, then whatever is in the True Text string is returned. If the result is
False, then whetever is in the False Text string is returned. For example:

WriteIf(C>Ref(C,-1), “An up day”, “A down day”);

CONCATENATION means join together by appending one to the other. The concatenation
operator is “+”. To join two strings together, put the “+” between them. Any expression
that evaluates to a string can be concatenated into the output by using the “+” operator.
For example:

“The closing price is: “ + WriteVal(Close);

The calculation and nesting can be as complex as you wish. For example:

Indicatorl .3
Indicator2 R
Indicator3 R
“The indicator status today is “ +
WriteIf(Indicator1>3, “Very Bullish”,
WriteIf(Indicator2>12, “Bullish”,
WriteIf(Indicator3<@, “Bearish”, “Neutral” )));

Use

Commentary code is written by typing it into the Formula tab of the Commentary win-
dow; no editor is needed. The Save button opens a Save As dialog and you can save the
commentary just as you would save any other AFL program.

If you have already written a commentary, clicking the Load button opens a dialog box so
you can locate and load the program you want to use.

Click the Apply button to run the code. Click the Results tab to see the commentary that
applies to the bar that is selected.
INTERPRETATION

To convert the code you have written for the commentary window so that it appears in
the Interpretation window, enclose every string that is being written so that it becomes an
argument to a Printf function.
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Printf sends the string portion of formatstr, formatted according to the format por-
tion of formatstr, to the output.

In this case, the output is the Interpretation window. The code must be appended to
the AFL code of the system or function that is displayed in a pane. In order to see the
output, make the pane active. The commentary output will appear in the Interpreta-

tion window. As bars are selected, the output will be interpreted for each bar.

In the image that follows:

A. Add the commentary code to the AFL for a trading system that has a plot

statement.

B. Use the Apply Indicator icon to open a new pane and plot the indicator.

C. Click in the pane that has the commentary code attached to it.

D. Read the commentary in the Interpretation window.

If you click a bar, you will see the interpretation for that bar. If you click a different pane,
you will see the commentary associated with that pane.

R e N NIy

Interpretation
Notepad | Interpretation
The 2 period RSIis:  2.277 Oversold

2 x

: /\/W

& [C! \Program Files\AmiBroker\Formulas\Custom\[llustr.... = @ X

File Edit Tools Help
0O =] B - Tlustratinglnte | "% »ea~ & - _

// IllustratingInterpretation.afl

RSIZ = RSI(2);
Plot (¢, "C", colorBlack, styleCandle) ;
Plot (RSIZ, "RSI2", colorGreen, styleline|styleOwnscale) ;

if (Status("action”)==actionCommentary)
{
printf ("The 2 period RSI is: " + WriteVal(RSI2));
lprintf (

WriteIf (RSI2<20, " Oversold",

WriteIf (RSI2>80," Overbought"," Neutral"™)));

< »

Save the file Ln 12, Col 34

MIIEID n\Sheeu/(st‘eetz}\sﬁeeta)\snweem}\ Sheet 5} Sheet 6, Sheet 7'} Sheet8 / & |-s|-1]«
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PerrForRMANCE Tip

To get the best performance, enclose the commands that compute the values used only by
the commentary and the statements that produce the output in a set of braces and precede
them by a conditional test. For example:

If(Status(“action”)==actionCommentary)

{

// computations needed only for the commentary

// WriteVal, WriteIf, and PrintIf statements

}

This section of code will only be executed if the commentary will be visible if produced,
thus saving execution time.
ForMuLA EDITOR

The formula editor was introduced in Chapter 3, Exercise 5. There is additional documen-
tation in the AmiBroker User’s Guide section on Formula Editor.
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The backtest, explore, scan, and optimize features all make use of the common analysis
controls. They were briefly discussed in Chapter 3, Exercise 5.

@ AmiBroker - [Analysis4]

File Edit View Symbol Analysis Tools Window Help

DedE = ¢ BE © [i =N oS RKE LS D

Symbols # x| [3C(Daily” % Analysis4 x| < |

ISymboIs { L ons ] Lz s ] Sl I Bl Scan #"Explore ¥ Backtest - 77 Optimize - Ju - @ - 3¢ - . Formula C:\Program Files\Ami
<Search> -

2l Al
>0 Markets

Apply To

Apply to *Filter -~ ¥ Range From-Todates ~ 1/ 1/2012 [~ 12/31/2012 [~ -

Ay

ANEN N

-
J-* Results ’

Gives the choice of applying the analysis to:

e All symbols

e Current symbol
¢ Filter -- symbols defined by the include and exclude filters

Filter

Uses the Filter Settings Dialog box to select issues to be included and / or excluded.

Filter settings

e

Include
Market:
Group:
Sector:
Industry:
GICS:
Watch list:
Favourites:

Indexes:

e

l VI I Cancel ]

Basic Materials -
:

8

Range

Gives the choice of applying the analysis to:

e All quotes

e 1 most recent bar

* 1 most recent day

¢ From To date range
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Settings

Clicking the Settings button that looks like a little wrench opens the Settings dialog. It has
six tabs. Each will be discussed.

General tab

Backtester settings @

General ‘Tradesl Stops |Repnrr| Portfolio | Walk-Forward

General settings
Initial equity: W00 | [] Allow position size shrinking

Activate stops immediately

T ]

Fositions: (when turned on, stops are checked
Periodicity: AFTER current bar signals)

Min. sh 01 Reverse entry signal forces exit
in. shares: g

[] Allow same bar exit / entry

Min. pos. value: o
[]use QuickaFL

[ Futures mode
["]Pad and align all data to reference symbol: "D
(turning this on may slightly change indicators if you have data holes)

Defaults
Round lot size: 0 (zero means allow fractional # of shares)

Tick size: (] (zero means no minimum change)
Commissions & rates
(@) commission table Define... Annual interest rate: 0

%)$ per trad 0 Account margin: 100
() per trade

"% per sharefcontract (100 means no margin account)

l Load ] [ Save ] [ 0K l [ Cancel ] [ Help ]

Initial equity - Enter the starting balance for the trading account.
Positions - The menu gives three choices. Select whichever is meaningful for your trading
system.
e Long
e Short
¢ Long and Short
Periodicity - The menu gives choices consistent with your database. If you have an end-

of-day database, you will only see choices of daily and longer. If you have an intraday
database, you will see shorter time periods.

Min Shares - The minimum number of shares required to open a position. If your account
does not have enough cash to purchase this many shares, it will pass on the trade.

Min pos value - The minimum dollar amount required to open a position. If your account
does not have at least this much cash, it will pass on the trade.

Futures mode - Check this box to have the trade accounting done using margin deposit
and point value.
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Pad and align all data to reference symbol - This is off by default. When checked, it will
be turned on. When on, the quotes of all symbols are padded and aligned to the reference
symbol. Padding and aligning insures that there will be data for exactly the same dates
and times in both series. The symbol being tested will have data removed for periods
when the reference symbol has no data, and will have data added (previous value copied)
for periods when it has no data but the reference symbol does. Enter the ticker for the ref-
erence symbol in the box.

Allow position size shrinking - When checked, allows position size to shrink so that a
partial position can be taken if cash is insufficient for a full position.

Activate stops immediately - When you trade on open and want to have built-in stops
activated on the same bar, check this box. When you trade on close and want built-in stops
to be activated from the next bar, uncheck this box.

Reverse entry signal forces exit - Check this box to turn on, uncheck to turn off. When
on, a signal to enter a short position forces an exit to a long position being held, and vice
versa. When off, an entry to a short position does not force the exit of a long position - the
long position waits for its own exit signal.

Allow same bar exit - Check this box to turn on, uncheck to turn off. When on, the exit
from a trade can occur on the same bar as the entry. When off, the earliest exit is the next
bar.

Use QuickAFL - When checked, use QuickAFL. QuickAFL examines the visible charts
and recomputes indicators using only as much data as necessary to redraw the visible por-
tion or recompute the selected range.

Round lot size - The minimum number of shares, or contracts, that can be purchased. For
mutual funds, where it is possible to purchase fractional shares, enter 0.

Tick size - The smallest change in the price that can be recorded. A setting made on this
screen is a global setting and will apply to all symbols. You can enter a value for each sym-
bol, which will override the global setting, using Symbol > Information.

Commissions & rates - Can be set from a table, or you can enter a number to be used as a
percentage, a cost per trade, or a cost per share.

Annual interest rate - The rate you earn on funds that are in cash and not invested in a
position.

Account margin - This setting is for your entire account. It is not related to margin for fu-
tures. It is the percentage of the funds in your trading account that comes from your cash.
100 means all of your account comes from your own money. 50 means that 50 percent of
your account comes from your own money and you are borrowing the other 50 percent.
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Trades tab

Backtester settings &J

General | Trades | Stops | Report | Fortfolia | walk-Forward|

Long trades

Buy price: Sell price:

Buy delay: 0 Sell delay: 0

Shart trades

Short price: Cover price:

Short delay: 0 Cover delay: 0

Lo ) [ ) o] o ] [ e ]

Buy Price - The menu gives you a choice of Close, Open, High, Low, or Average. This price
will be used if your trading system issues a market order. That is, if it only signals Buy or
Sell without specifying the BuyPrice or SellPrice. You can use an AFL statement (BuyPrice
= xxx) to override settings made on this screen. Sell Price, Short Price, and Cover Price are
handled the same.

Buy Delay - The number of bars between the generation of the signal and the execution
of the trade. If you are using daily bars, computing signals in the evening, and trading the
next day, use a value of 1. If you are watching the market intra-day, get a signal near the
close, and make the trade on that same bar, use a value of 0. You can use an AFL statement
(SetTradeDelays) to override settings made on this screen.
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Stops tab
Backtester settings @
‘ General |Trades| Stops ‘Report | Portfolio | Wa\kwaward‘

Maximum loss stop

(@) disabled Exit at trade price only (0) ¥

() percent , 0

) point oss: 0 Re-entry delay:

Profit target

(@) disabled Exit at trade price only (0) -

() percent 0
-j:pnmt profit: i} Re-entry delay:
Trailing stop

(@) disabled Exit at trade price only (0) ~ ~

(O percent

© point risk: 0 Re-entry delay: 0
-T‘percent of profit
N-bar stop

@-dlsah\ed Has priority D

() bars bars: ] Re-entry delay: 0

[ Load l [ Save l [ 0K ] l Cancel l l Help l

Maximum Loss Stop - You have a choice of:
¢ Disabled - No maximum loss stop is active.

* Percent - Enter a maximum loss stop as a percentage of the entry price. Enter the
percentage number in the field.

¢ DPoint - Enter a maximum loss stop as a fixed number of points. Enter the number
of points in the field.
The Exit at menu gives you three choices.

¢ [Exit at trade price only - Use the price set on the Trades tab. If you have set your
sell to be at the close, the stop will be executed at the close, at the closing price.

¢ Exit intraday at stop - Use the price computed by the AFL code.

¢ [Exit next bar at trade price - Use the price set on the Trades tab, and exit on the
next bar.

Re-entry delay - Number of bars to wait before taking a new position in this same issue.
Profit target and Trailing stop are controlled in the same way.

N-bar stop - You have a choice of:
¢ Disabled - No N-bar stop in place.

* bars - Enter the number of bars in the field. An exit will be made after this num-
ber of bars. Both the entry bar and exit bar count. A position entered on Tuesday
and exited on Wednesday will show that it has been held two days.
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Has priority - When checked, the N-bar stop has priority over other exits that are sig-
nalled for the same bar. When unchecked, other stops are considered first, such as a profit
target hit on the same bar as the N-bar exit stop.

Report tab

Backtester settings &J

General | Trades | Stops | Report | Portfolio | wialk-Forward

Reporting
Result list shows: () Trade list
() Detailed log
@) summary

Risk-free rate for Sharpe ratio: 5 UPL: 5.4
Distribution charts spacing (%) 5

Enable user-definable charts in the reports

MAE/MFE distribution charts (Professional Edition only)
Chart dimensions (in pixels):
width: 500 height: 300

[ Generate detailed reports for each symbol in individual backtest (slow)
[] include trade list in the report

[/ warn before running optimization: e

l Load l l Save l [ 0K J l Cancel l l Help. l

Result list shows - give you a choice of:
¢ Trade list - Report a listing with a row for every trade made.

* Detailed log - Report a listing with a row for every bar, including information
about scores and positions.

* Summary - Report a listing with one entry per backtest.

Risk free rates - Interest rates used when computing Sharpe ratio and Ulcer Performance
Index.

Distribution charts spacing - Controls the spacing between bars on some of the charts.

MAE/MEFE distribution charts - Only available with Professional Edition of AmiBroker.
When checked, produce the Maximum Adverse Excursion and Maximum Favorable Ex-
cursion distribution charts.

Generate detailed reports for each symbol in individual backtest - When checked, gen-
erate a full report for each symbol. This will increase the time of the run and increase the
disk space used.

Include trade list in the report - Check to turn on, which is the default. When turned on,
generates a trade list with every backtest.
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Warn before time consuming operations - Check to turn on, which is the default. When
turned on, a dialog box will pop up when a long run has been requested, asking for con-
firmation to continue.

Old Backtester - Provides access to a previous version of the backtester. At the introduc-
tory level, you probably do not need the old backtester.

Portfolio tab

Backtester settings &J

General | Trades | Stops | Report| Portfolio | walk-Forward

Portfolio-level settings
Max. Open Positians: a
[ Add artificial future bar (allows ta see tommorrows trade picks)

Limit trade size as % of entry bar volume: 10
(zero means no-limit)

Disable trade size limit when bar volume is zero
(allows to backtest mutual funds that come without volume data)

D Use previous bar equity for position sizing

D Enable custom backtest procedure
Custom backtest procedure path:

Load ] [ Save ] [ oK ] l Cancel ] [ Help ]

Max open positions - Maximum simultaneous open positions. This can also be set by
AFL code (SetOption(“MaxOpenPositions”, number )), which overrides the value entered
on the Portfolio tab.

Add artificial future bars - Add empty bars onto which you can plot indicators. Useful for
plotting the value of stops and profit targets to be used the next day.

Limit trade size as percentage of entry bar volume - Set a limit so that your trade does
not dominate the trading or try to take impossible positions.

Disable trade size limit when bar size is zero - Useful when trading mutual funds and
indices that have no volume information.

Use previous bar equity for position sizing - When unchecked, which is the default, all
funds are immediately available, so use intra-day equity when taking new positions.

Enable custom backtest procedure - Allows you to specify a procedure to use as the fit-
ness function. This topic is beyond the introductory level, and is thoroughly described in
Quantitative Trading Systems.
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Walk-Forward tab

Backtester settings @

General |Trades | Stops | Report | Porrfohn‘ Walk-Forward

(@) Easy mode (EOD) (1) Easy mode (intraday) () Advanced mode
In-sample data
Start: 7/ 1/2000 « End: 1/ 1/2001 ¥
[7] Anchored Last: 7/ Y2012 [ ]use today
Step: 6 maonth(s) -
Out-of-sample data
Start: 1/ 12001~ End: 7/ 12001 v
Anchored Last 1/ 1/2013 = [Juse today

Step: 6 month(s) -

Optimization target: K-Ratio

4

Mode Start End
IS 7/1/2000 1/1/2001
00s 1/1/2001 7/1/2001
IS 1/1/2001 7/1/2001

D

1

[ Load l I Save l [ 0K J [ Cancel l I Help.

You have a choice of:

¢ Easy mode (EOD) - End-of-Day easy mode - AmiBroker handling the coordina-
tion of dates so in-sample and out-of-sample periods align properly.

¢ Easy Mode (Intraday) - Intraday easy mode - AmiBroker handling the coordina-
tion of dates so in-sample and out-of-sample periods align properly.

¢ Advanced Mode - You have complete control over the length of the in-sample
period, the length of the out-of-sample period, and the alignment of the two.

This description is for the Easy mode EOD.

Start - The first date for the first in-sample period.
End - The last date for the first in-sample period.
Last - The last date for the last full in-sample period.
Step - The length of the out-of-sample period.

Anchored - When checked, the beginning of every in-sample period is the date of the first
day of the first in-sample period. With each successive step, the length of the in-sample
period grows longer. When unchecked, the in-sample periods are all the same number of
days long, and the starting dates move forward in time by the length given for Step. [It
is much better modeling and simulation technique to use a moving window of in-sample
data than to use an anchored starting date. That is, leave anchored unchecked.]

Use today - When checked, do not accept a date for Last. Instead, continue the in-sample
and out-of-sample periods using all the data available.
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Optimization target - The menu gives a list of the built-in metrics that can be used as
fitness functions. Developers who want to reward equity growth while penalizing draw-
down might want to try one of the metrics that have that characteristic:

e RAR/MDD

e CAR/MDD

* RRR (Risk-Reward Ratio)
e Ulcer Performance Index
e K-Ratio

Advanced developers can:
¢ Use advanced mode to completely control the walk forward stepping.
* Write their own fitness function and instruct the backtester to use it.

ACTION BUTTONS

There are four action buttons -- Explore, Backtest, Optimize, and Scan. Clicking a button
initiates the action associated with that button. They are discussed in the order during
development that they are most likely to be used.

ExpLORE

The previous sections - Main Window and Settings Button - explained how to set up for
Analysis. When you click the Explore Button on the main Analysis window, you start the
Analysis run.

The exploration runs an AFL program that searches for conditions that you specify, then
produces a report. In addition to producing reports, Explore is a valuable aid while pro-
gramming and debugging trading systems. Use it to print out intermediate results at
various checkpoints in your afl code.

Every program that will be run as an exploration has a Filter statement in it. In order for
a result to appear in the report, that result must pass the filter. For example, you might
want a report showing which members of the S&P 100 have both today’s price and today’s
volume greater than their 10 day averages.
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Follow these steps:

1. Use the Formula Editor to write the AFL code and save it in a file named ExploreRis-
ingPriceAndVolume.afl.

// ExploreRisingPriceAndVolume.afl

// An AFL program to run as an Exploration.
// Use with a category such as a watchlist.

// Produce a report listing every member of the
// group that has both today’s price and today’s
// volume above the 10 day averages.

//

PriceRising = C > MA( C, 10 );

VolumeRising = V > MA( V, 10 );

Filter = PriceRising AND VolumeRising;

AddColumn( C, “C”, 1.2 );
AddColumn( MA( C, 10 ), “MA(C,10)”, 1.2 );
AddColumn( Vv, “V”, 1.0 );
AddColumn( MA( V, 10 ), “MA(V,10)”, 1.0 );

& [C:\Program FiIes\Am\Bmker\Fnrmulas\Cusmm\Explo”.E@&J
File Edit Tools Help
0= & B - ExploreRisingl % v~ 4~ _

7/ ExploreRisingPriceAndvolume.afl ~

// An AFL program to run as an Exploration.
// Use with a category such as a watchlist.

// Produce a report listing every member of the
// group that has both today’s price and today’s
// wolume above the 10 day averages.

//

PriceRising = C > MA( C, 10 };

VolumeRising = V > MA&( V, 10 );

Filter = PriceRising AND VolumeRising;

addcolumn( €, "c", 1.2 );

addcolumn{ MA{ ¢, 10 ), "MA(c,10)", 1.2 );
AddColumn( V, "W", 1.0 );

addcolumn{ MA{ W, 10 }, "MA(V,10)", 1.0 );

4 »
Verify AFL syntax Ln 19, Col 1

2. In Analysis, click Pick, navigate to the file you just created, and select it.

3. Click Use filter, click Define, select the category you want to use.

4. Click 1 Recent Day.

5. Click Explore.
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The list of issues in your category meeting the criteria in your AFL appear in the results
window.

(4 C (Daily” % Analysisl < | &> 1
Bk Scan &5 Explore ¥’ Backtest - 77 Optimize - | Ju - @ - 3¢~ [ _ : Formula C]
Apply to *Allsymbols v T |Range 1lrecentday(s) <~ 1/ 1/2012 [+ 12/

Ticker Date/Time C  MAC10) V. MAV10)
BA 8/7/2012 7446 73.81 47,172 46,500
BAC 8/7/2012 767 733 1192529 1117547
C 8/7/2012 28.89 27.14 393910 359,831 r
DIS 8/7/2012 49.81 49.39 136575 97,637
HON 8/7/2012 5857 5814 39,132 31,282 (
HPQ 8/7/2012 18.96 18.20 196,701 194,963
IBM 8/7/2012 199.93 196.09 32,094 31,785
JrMm 8/7/2012 3701 36.06 372152 314,610
KFT 8/7/2012 4087 3972 140,360 122,638
PG 8/7/2012 66.22 64.84 104,633 101,777
UTx 8/7/2012 7812 75.00 48,963 44,598

The elements of AFL code that are unique to explorations are:
¢ The Filter statement.
¢ The AddColumn statements.

The Filter statement has the form:
Filter = any expression that evaluates to True or False;

If you want an entry in the report for every symbol in the watchlist, use this:
Filter = 1;

The AddColumn statement has the form:
AddColumn (Array, “Name”, format);

Where Array is the value to be reported, “Name” is the heading for the column, and for-
mat is the format of the output.

Format is a pair of digits with a decimal point between them, such as 6.4.

The first digit is the number of spaces to use. 6.4 guarantees 6 spaces for the number, even
if it requires fewer.

The second digit is the number of decimal places to display. 6.4 displays the result to 4
decimal places.
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BACKTEST

The Backtest button begins execution of a backtest. That is, a test of the profitability of the
buy and sell rules defined in an AFL program as it is applied to historical data. The AFL
code that buys and sells is a trading system.

The backtest button has a pull-down menu that gives two choices:

* Portfolio Backtest - Apply the backtest program to a group of issues, all of which
are candidates to be held. The backtester calculates the buy and sell signals for
each individual issue in the group. Then it goes through the signals in order by
time. Whenever there is a buy signal and there is cash available to take the trade,
a position is taken. If there is not enough cash, the trade is passed. Whenever
there is a sell signal, the position is sold and the cash made available for another
purchase. The equity curve (running account balance) and report are produced
for the portfolio as a whole.

¢ Individual Backtest - As above, apply the backtest to a group of issues, all of
which are candidates to be held. The backtester calculates the buy and sell signals
for each individual in the group. Then, differing from the portfolio method, it as-
sumes each of the issues is the only candidate to be held, and calculates a report
for each of the issues individually.

The same AFL code can be run as a portfolio backtest and an individual backtest.

IN ORDER TO RUN A BACKTEST ON A PORTFOLIO, apply to filter and define a group. Then
click Backtest (portfolio backtest is the default) or use the pull-down menu and choose
portfolio backtest.

IN ORDER TO RUN A BACKTEST ON A SINGLE ISSUE, apply to current symbol and click back-
test. The result will be titled <portfolio>. If you want the result to list the ticker symbol, use
the menu and choose individual backtest.

IN ORDER TO RUN A BACKTEST ON SEVERAL ISSUES IN ONE PASS, TREATING THEM AS INDIVID-
UALS RATHER THAN AS A PORTFOLIO, apply to filter, use the menu and choose individual
backtest. There will be a result for every symbol in the group, but no portfolio result.

In processing the AFL file, the backtester performs the calculations and assignment state-
ments. The key component is the set of buy and sell (and, perhaps, short and cover) signals.

The format of a buy statement is:
Buy = whatever condition you want to signal taking a new position;
And of a sell statement:

Sell = whatever condition you want to signal exiting that position;
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When the calculations that make up the condition to buy evaluate to True, or 1, that con-
stitutes a buy signal.

When the calculations that make up the condition to sell evaluate to True, or 1, that con-
stitutes a sell signal.

A very simple trading system, often used as an example because of its simplicity, not be-
cause of its profitability, is a moving average crossover.

Look at the code from Example 6B, Chapter 3.

// Example6B.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

FastMALength = 5; //Guess that 5 is a good value
SlowMALength = 20; //Guess that 20 is a good value
FastMA = MA( C, FastMALength );

S1owMA = MA( C, SlowMALength );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

When ever the right-hand side of the Buy = statement evaluates to be True, that is a buy
signal. The Cross function returns a value of true on every bar where the first argument
is higher than the second argument on this bar, but the first argument was lower than
the second argument on the previous bar. That is - where the first argument crossed up
through the second argument.

In order to test the profitability of a trading system when it is applied to a portfolio, the
system must have some way of controlling the number of positions held at any one time.
It must also be able to allocate funds to each new position. There are AFL statements that
do that.

The statement:
SetOption (“MaxOpenPositions”, 3);

tells the backtester that there can be a maximum of 3 open positions. If 3 positions are be-
ing held and a buy signal comes from a symbol not being held, it is ignored and that trade
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is passed. If fewer than 3 positions are being held and there are sufficient funds to take a
new position, a position will be taken in the symbol that generated that buy signal.

Having the possibility of holding 3 positions implies that there is funding for 3 “tracks.”
Each new position is funded by one third of the account equity. As the equity grows, more
money is available for purchases in each of the three tracks - they share the funds equally.

You might want a way to test the effect of allowing a differing number of maximum posi-
tions. These statements are equivalent to the ones above, but give the flexibility of chang-
ing the maximum number easily.

PosQty = 3;
SetOption( “MaxOpenPositions”, PosQty );
SetPositionSize( 100 / PosQty, spsPercentOfEquity );

Put these statements at the beginning of the code from Example 6B, and save it under a
new file name, say BacktestExample.afl.

// BacktestExample.afl

// A trading system based on the

// crossover of two moving averages.

// Buy when the faster moving average
// crosses up through the slower moving
// average.

// Sell when the faster moving average
// crosses down through the slower

// moving average.

PosQty = 3;
SetOption( “MaxOpenPositions”, PosQty );
SetPositionSize( 100 / PosQty, spsPercentOfEquity );

FastMA
S1owMA

MAC C, 5);
MA( C, 20 );

Buy = Cross( FastMA, SlowMA );
Sell = Cross( SlowMA, FastMA );

Plot( C, “C”, colorBlack, styleCandle );
e = Equity();
Plot( e, “equity”, colorGreen, stylelLine | styleOwnScale );

When you have the program changed and are in the Formula Editor, send the program
to Analysis. This causes the file being edited to become the active or selected file for the
Analysis process.
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Click the Analysis tab, apply to filter, then Define, and select a watchlist with 5 or more
symbols in it. The 9 S&P sector exchange traded funds make a good watchlist for testing.
The 9 symbols are: XLB, XLE, XLF, XLI, XLK, XLP, XLU, XLV, XLY.

Set the range to 1/1/2000 to 1/1/2010.

Click Backtest.

The Results area will show the results of running the system as a portfolio.
The results are poor, but perhaps they can be improved later.

Click the Report button. The Report will open. Expand it and look at the statistics on the
first tab. Look at the trades on the Trades tab. Note that there are several positions held at
a given time - between 0 and 3.

Click the Equity button and scroll back and forth. Blue areas are positions, green are cash.
You can see when there were 0, 1, 2, and 3 positions held.

C - Portfolio Equity = 8,574 81, Cash = 8,574.61, Drawdown = -3,032.23.

Use the pull-down menu at the right side of the Backtest button and select Individual
Backtest. The Results area will show the results - one line for each of the members of the
watchlist.
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CoNTEXT MENU

After an Analysis run where there are results in the results window, right-click anywhere
in the window to bring up the Analysis Context menu. There are two rather different
types of processing on the context menu:

1. Show arrows resulting from trades taken on a single security - the top three.

2. Send symbols resulting from tests made to a group of securities to watchlists -
the next four.

We’ll demonstrate in two examples.

FirsT ExAMPLE. Running a trading system on a single security will get us to the first set of
three options. To get things set up, follow these steps:

1. Using the Analysis tab. Click Pick and select Example6B again.
2. Click Edit, which will open the Formula Editor and display the AFL code of the
system. Add these two lines to the bottom of the program:

Plot( FastMA, “FastMA”, colorRed,stylelLine);
Plot( SlowMA, “SlowMA”, colorBlue, stylelLine);

Save the program as Example6X.afl.

3. Click the Verify Syntax icon to test for typing errors.

4. Using the Apply icon, drop down its menu and use the Insert option. A new
pane will open with the price in a candlestick chart, a 20 period simple moving
average, and a 5 period simple moving average.

5. Right-click the pane with the new chart, bringing up the Chart Pane Context
menu. Click Parameters, then the Axes & Grid tab. Set the options to show the
date axis and to show trading arrows. Click OK to leave the context menu.

Properties of: Example6X

Parameters | Axes & Grid

B Axes

Scaling Automatic
Minimum & 11844075
Maximum & 14263446
Type Linear
Show date axis? Yes

Grid

Show middle lines Yes

u}

Show upper/lower limits ~ No

Show % values No

Levels

Format 0- Decimal (auto)
Miscellaneous

Show trading arrows

Wrap title No

Vert quote marker Show

File path & Ci\Program Files\AmiBro

o]

ChartID & 1010
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Use just the current symbol.
Set the date range for a year or two.
Positions to Long.

Periodicity to Daily.
Buy and Sell on the Close with Delay 0.
Reporting show a Trade List.

7. Click Backtest. The Results window will show results.

8. Right-click the Results window to bring up the context menu.

2

~ T Range From-To dates

Price Ex. date
11376 2/10/2000
11253 4/12/2000

11872 5/2/2000

Ex. Price
113.99
118.09
116.35

-2.00%

Bl Scan f¢"Explore ¥ Backtest - {}Optimize ~ h-E-3-M - Formula C:\Program Files\AmiB
- 1 12000 B 17 12013 O

% chg Pro
0.20% 20.
494% 495.09

N ™ A v I e Y

[ SPY (Daily” % Analysisl x | <

Apply to *Current

Symbol Trade Date
SPY Long 2/9/2000
SPY Long 3/6/2000
SPY Long 5/1/2000
SPY Long 6/2/2
SPY Long 7/107.
SPY Long 8/9/2
SPY Long 10/31,
SPY Long 12/11,
SPY Long 1/127:
SPY Long 4711/
SPY Long 7719/
SPY Long 8/1/2
SPY Long 10/4¢:
SPY Long 1176/

Show arrows for all raw signals
Show arrows for actual trades
Show current trade arrows

)

Add all results to watch list...

Add selected results to watch list..
Replace watch list with the results...
Replace watch list with selected results...
Clear results list

Add rank column

Select All
Copy

Ctrl+A
Ctrl+C

9. Since this run was made on a single symbol, the top three options are

meaningful.

* Show arrows for all raw signals - Sometimes there are signals that do not
result in trades. This option shows all signals.

= Show arrows for actual trades - Shows those signals that became trades.
* Show current trade arrows - Each row of the results represents one trade.
Select one trade. This option scrolls the chart and shows the arrows for that

one trade.

This chart shows arrows for actual trades. (The arrows drawn for the first op-

tion result in the same chart, because there are no extraneous signals.)

SPY-C = 113,01, FasiiA = 110,98 S\uwl‘gA =T13.95,7

A )

- e Dﬁ*}y ‘
&,

=
§ ””3

£

Iar
—
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SEconD ExaAMPLE. Options four through seven come after running the system using a
group of stocks. Follow these steps (1 through 5 are the same as the previous example):

1. From the Analysis menu, select Analysis. Click Pick and select Example6X.

2. Click Edit, which will open the Formula Editor and display the AFL code of the
system.

3. Click the Verify Syntax icon to test for typing errors.

4. Using the Apply icon, drop down its menu and use the Insert option. A new
pane will open with the price in a candlestick chart, a 25 period simple moving
average, and a 5 period simple moving average.

5. Right-click the pane with the new chart, bringing up the Chart Pane Context
menu. Set the options to show the date axis and to show trading arrows. Click
OK to leave the context menu.

6. Set some parameters for Analysis.
Use filter and select a watchlist of your choosing.
Set the date range for a year or two.
Positions to Long.
Periodicity to Daily.
Buy and Sell on the Close with Delay 0.
Reporting show Summary:.

7. On BackTest’s drop-down menu, select individual backtest. You will see a
progress bar as the system is applied to each symbol in the watchlist.
The Results window will show results. Sort the results as you wish by clicking a
column header.

(& 5PY (Daily” ¢ Analysisl x| & b
B Scan 6 Explore ¥ Backtest - Y Optimize ~| du - @~ 3¢~ M _ ‘ Formula C:\Program Files\AmiBroker\Formulas\Custom'\Example6X.afl ~EH
Apply to *Filter ~ ¥ |Range From-Todates ~ 1/ 1/2000 [E~ 1/ 172013 B~ _
Ticker NetProfit Net%Pro.. Exposure%  CAR| RAR ¥ Max.Trad. Max.Trad. Max.Sys.. Max.Sys.. Recovery.. CAR/MDD  RAR/MDD ProfitFact. PayoffRat. Standard.. RRR UlcerIndex |
AnPL 106,367.. 106367 6077 2149 3537 -1372974 2048 -28928.20 -49.81 368 043 071 205 305 1147614 076 2088
GOOG 31,03049 31030 5520 1936 3508  -5070.89 1530 -11,19449 -3593 277 054 098 255 306 243837 163 1318
GLD 948278 9483 5779 902 1560 -1496.92 934 317235 272 299 040 069 186 192 100104 136 914
r 973013 97.30 5495 701 1276 -1519.12 795 -3,03250 -1503 321 047 085 227 227 81247 100 553
EEM 6197.28 6197 5933 531 895  -4803.42 2152 -822367 -36.70 075 014 024 124 172 210694 044 1372
XOM 167193 1672 5680 123 217 -13%953 1108 -660586 -4226 025 003 005 1.09 162 162144 019 2103
QQ 102657 1027 5449 078 143 -144994 1410 621590 -5216 017 001 003 106 139 132503 012 37.78
WM 59904 599 5648 048 085  -1168.66 1173 781503 -4847 008 001 002 103 182 181557 -0. 2182
INJ 31927 319 5531 025 045 -1568.17 1522 -386044 -3478 008 001 001 102 187 77242 015 19.02
Py -470.88 471 5736  -038 067 91469 1060 472655 -4282 -010 -001 -002 096 167 68132 -0. 1976
MSFT -181882 -1819 5216 -158 303 -2068.32 2083 -555741 -4997 033 -003 -006 091 174 103141 -0. 3276
oM -287049 -2870 5219 265 507 -2664.10 2642 -8504.89 6641 034 -004 -008 089 199 178110 -0. 3350
XLF -4951.63 -4952 5350 528 987 -2,008.16 2008 -6885.70 -68.86 072 -008 -014 070 157 97044 -0. 3328
BAC -5,366.75 -5367 5244 592 1129 -3438.56 4205 -892316 7426 -060 -008 -015 077 121 157707 -0. 3842
c 25769, 5769 660 1321 - -10782 4 " . 0. 0, 127 238776 4004
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8. Each row represents the result of running this system on an individual symbol.
Select several rows by holding the CONTROL key while left-clicking the rows you

want. Right-click the Results window to bring up the context menu.

Apply to *Filter

& SPY (Daily” % Analysisl x | <

hY

Bk Scan éa"Explore ¥’ Backtest - 77Optimize - | Jn ~ @ - 3¢~ @ _ : Formula C:\Program Fi
~ ¥ |Range From-Todates ~ 1/ 1/2000 [~ 1/ 1/2010

Ticker Net.. ¥
XLP 449.04
XLK -743.85
XL -909.39
XLE -2456.67
XLB -2,970.33
XLF -4,988.60

Net % Pro.. Exposure %

Show arrows for all raw signals
Show arrows for actual trades
Show current trade arrows.

RAR Max. Trad...

Add all results to watch list...

Add selected results to watch list..
Replace watch list with the results...
Replace watch list with selected results..

Clear results list
Add rank column

Select All
Copy

Ctrl+A
Ctrl+C

9. The four options marked are applicable:
= Add all results to watchlist - Adds all the symbols in the results list to the
watchlist. Duplicates will be removed.

* Add selected results to watchlist - Adds the symbols in the rows you have
selected to the watchlist.

* Replace watchlist with the results - Makes the watchlist empty, then adds all
the symbols in the results list.

* Replace watchlist with selected results - Makes the watchlist empty, then

adds the symbols in the rows you have selected to the watchlist.
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OPTIMIZE

To OPTIMIZE IS TO MAKE AN ORGANIZED SEARCH for the set of values for the parameters of
a trading system that maximize the objective function you are using to compare alterna-
tive systems.

There is one statement that must be added to a trading system to allow it to be optimized.

var = Optimize ( “name” , def , min , max , step );
var is a variable in your AFL program.
name is a string literal that will be used as a label when reporting.

def is the default value given to var whenever the program is evaluated in a
mode other than optimize.

min is the minimum value of the range you wish to search.
max is the maximum value of the range you wish to search.
step is the increment by which the value is increased for each optimization.

For example,
MALength = Optimize ( “MALength”, 5, 1, 21, 2 );

The variable named MALength will be given values of 1, 3, 5, ... 21 in successive optimiza-
tion passes.

Example 8, Chapter 3, ran an optimization. Review that example now.
Portfolio Optimization

If you click the Optimize button without pulling down the menu to make other choices,
you are asking for a portfolio optimization. Review the section on the backtest button and
note that it, too, defaults to a portfolio test.

If you have checked use filter, clicked define, and selected a watchlist or some other list
of symbols, the backtest and the optimization are carried out on that group as a portfolio.

If the watchlist you have selected contains a single symbol, or if you checked use current,
then your portfolio is a single issue, and the backtest or optimization is carried out on the
single issue.

Optimization Basics

An optimization is simply a series of backtest runs, each run made with a different set
of values for the parameters. If you were patient enough, you could type each variable in
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your program individually and make the same series of backtests. The advantage of hav-
ing the optimization done by AmiBroker is that the details are handled by the program,
and the results are displayed in the Results window for your evaluation.

After the alternative runs have been made (whether you used the optimizer or hand-
entered the values), you must decide which set of values to use; and that is a decision you
must make for yourself. Your level of comfort with the system that emerges from your
design and testing will reflect the method you used to choose the best alternative.

The period of time, and the data associated with that period, that is processed as each of
the backtest or optimization runs is made is called the in-sample data. When searching
for the best set of values for the parameters, the in-sample data is being searched. The in-
sample results will be good — they are always good — we do not stop working with the
system until they are good. The real test is see whether those results are due to a good
model that correctly identified the signal portion of the data, the patterns, rather than the
noise. To make that test, change the dates to a period that follows the in-sample data and
that has not been used to select the parameter values. That new data and time period is
called the out-of-sample data. If the results obtained by running the system on the out-
of-sample data are good, then there is a possibility that the system can, indeed, identify
patterns that precede profitable trading opportunities.

But please be careful. It is too easy to run an optimization (on in-sample data), pick the
best values, run the system on the out-of-sample data, notice that an adjustment to the
system would make the out-of-sample results much better, change the code for the system,
and rerun the system. Every time that is done, the data that was previously out-of-sample
has become increasingly in-sample. Eventually the results from both the in-sample and
out-of-sample runs will be good; but that success is partially due to expanding the in-
sample data set. A new, fresh, out-of-sample set of data is now required.

Objective Functions

AmiBroker has 20-some built-in metrics that are automatically computed and reported for
each run. If the ranking produced by one of these metrics agrees with your own ranking,
then you can use that metric as your objective function (also called a fitness function). The
purpose of the objective function is to quantify the subjective preferences of the trader.
There is an article, Managing Subjectivity with Objective Functions, discussing this in more
detail on my website.

If you want a custom function, you can write the AFL that describes it, tell AmiBroker to
compute a score using that function for each run, and rank the results by that function.
There are examples of doing that in Quantitative Trading Systems.
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Most trading system development platforms do not provide the power and flexibility in
creation and use of custom objective functions that AmiBroker does.

In fact, most have a default objective function of net profit, and most have no way to spec-
ify any other. Unfortunately, net profit is a poor choice for an objective function.

Net profit is one of the metrics that tends to perform well in-sample, but poorly out-of-
sample. That is, most trading systems can be adjusted until they produce high net profit
results on the in-sample data, but profit for the out-of-sample data is often poor.

Better choices of metrics are those that reward equity growth while penalizing draw-
down. AmiBroker has several of those as built-in metrics. They include:

e RAR/MDD - Risk adjusted Annual Return / Maximum DrawDown.
¢ CAR/MDD - Compound Annual Return / Maximum DrawDown.

¢ K-ratio - a metric developed by Lars Kestner.

¢ RRR - Risk - Reward Ratio.

¢ Ulcer Performance Index.

Exhaustive versus Non-Exhaustive Optimizing

Unless you specifically request otherwise, when you code your optimize functions and
then click the optimize button, AmiBroker will use every combination of parameter val-
ues you have given - it will perform an exhaustive search. If one variable goes from 2 to
100 in steps of 2, that is 50 values; if another goes from 1 to 20 in steps of 1, that is 20 values.
An exhaustive optimization would run a backtest for each of the 1000 (20 times 50) alter-
natives. After the 1000 runs, AmiBroker will sort them into descending order according to
the metric you chose and display the results. Since every possible combination has been
evaluated, the best one is at the top of the list.

AmiBroker has alternative methods of carrying out the search that will probably find
the best alternative, and will do it in much less time because it does not search the entire
space. The search space, as the universe of all possible combinations of parameter values
is called, will have some regions where the objective function values are high, and other
regions where they are low. There are some optimization methods that focus their search
efforts on those areas that are more promising and skip lightly over the less promising ar-
eas. These are called non-exhaustive search methods. The one implemented in AmiBroker
is CMAE (Covariance Matrix Adaptation Evolutionary Strategy).

The absolute best score of all the alternatives, and the set of values for the parameters that
are associated with it, is called the global maximum. It is the best solution. An exhaus-
tive search will find the global maximum. Other regions will have scores higher than the
surrounding areas, but will not be the absolute highest. They are called local maximumes.
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Non-exhaustive search methods sometimes find local maximums, but not the global max-
imum; although usually they do find the global maximum.

There are advantages to using the non-exhaustive methods.

* One is that they are quicker to converge — quicker to find the region that con-
tains the maximum. If your optimization has only a few thousand alternatives
to consider, you may not notice the difference. If it has 100,000 or more, a run
that would take hours or days to complete, you will definitely notice the differ-
ence. There is a posting on my website that discusses Optimization and the Curse
of Dimensionality.

* Another is that the algorithm used to evaluate the objective function can be
clever and can take into account the surrounding points. One of the goals is to
pick a set of values that score well, but that also are stable and robust. A robust
area of a search space has good scores not only at the maximum, but also in the
surrounding area.

To use the non-exhaustive method, place this statement at the start of your program:

OptimizerSetEngine(“cmae”);

WaLk FORWARD

To start a walk forward run, pull down the menu next to the Optimize button and select
Walk-Forward Optimization.

Example 9, Chapter 3, ran a walk forward. Review that example now.
Background and Justification

While there is nothing special about the optimization process - it is just an organized way
to look at a lot of alternatives - there is something very special about the walk forward
process. The walk forward process is the best tool available to you for trading system
validation. While you are developing your trading system, you have access to all the data.
Using your best efforts, you try to develop your system using in-sample data and test it us-
ing out-of-sample data. But what will happen when you start actually trading the system?
The walk forward process can give you an idea of what might happen.

In the development phase, you used the in-sample data and ran optimizations to search
for patterns, then tested on out-of-sample data. The walk forward process automates this
for you and provides several important things:

¢ It automates the process of optimizing over a set of in-sample data.
¢ It automates selection of the best set of values.
¢ It automates testing over the out-of-sample data.
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¢ For each walk forward step, it gives you a look at what happens when your sys-
tem goes from in-sample to out-of-sample.

e It gives you an idea of how long your system remains in synchronization with
the market it is modeling.

e It provides a set of out-of-sample results that you can use as a baseline to com-
pare the actual results of your own trading.

The walk forward process is the culmination of the steps of:
¢ Choose your own objective function.
¢ Optimize in-sample.

* Test out-of-sample.

Note that in the walk forward process, the best set of values for the parameters is chosen,
and the out-of-sample results are calculated using those values. At this point, you do not
choose which set to use; you have already incorporated the criteria that are important to
you into your objective function. For a deeper discussion of objective functions, see Quan-
titative Trading Systems.

Mechanics of Walk Forward

By the time you get to the walk forward stage, you have a trading system you like and you
know what tradables it models well. You are looking for three things:

* How long is the in-sample period?
¢ How long is the out-of-sample period?
¢  What is the out-of-sample performance?

The underlying market is changing as the fundamentals upon which it is based change.
These could be interest rates, the strength of the currency, the phase of the economic cycle,
the profitability of the sector and of the specific company, and so forth. Your model is able
to identify the important characteristics and identify profitable trading opportunities, but
the model and the market drift from being in synchronization to out. The length of the
in-sample period must be shorter than the period of synchronization. Your system sets its
parameter values in the in-sample period and trades in the out-of-sample period. So, your
system must sync-up during the in-sample period, then trade for as long as the synchro-
nization remains strong. There is an article on my website that discusses Logic, Data, and
Synchronization.

Open Analysis, click the Settings button, and the Walk-Forward tab. Review Chapter 3,
Example 9, for screen capture images of these steps.
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1. Click Easy mode (EOD).

Decide when to begin your walk forward. Of course, you must have data from the starting
date to the present. But you may decide not to use all of your historical data. By using your
judgement, or by running some tests, decide whether the oldest data you have has the
same characteristics as the more recent data. For example, the characteristics of the entire
equities market changed after October 1987, so you may not want to use data earlier than
1988. If your preferred markets ran up sharply in the late 1990s and fell off dramatically in
the early 2000s, you may want to include that data, or you may want to exclude it.

2. Set your starting date in the Start box.
3. Leave Anchored unchecked.

Each model and market combination has a unique relationship. There is no way to tell in
advance what the optimum length of the in-sample period is. You must run tests to deter-
mine it. By the time you are running the walk forward tests, you should have a very good
idea of what length in-sample period to use.

4. Set that length as your in-sample length on the walk forward tab. That is, set the End
date so that the length of time between Start and End is the length of your in-sample pe-
riod.

5. Decide what date you want as the last day of the last in-sample period. (You may
want to withhold some data from the walk-forward process, just as you withheld some
data from the backtesting runs you made earlier) Enter that date in the Last field.

Alternatively, check Use today. AmiBroker will use the final period that includes today as
the final out-of-sample period.

Your system will remain profitable as long as the model and the market remain in sync
during the out-of-sample period. The length you set as the step sets both the re-optimiza-
tion period and the out-of-sample length. By running tests, you can determine how long,
typically, the system remains profitable in the out-of-sample period. That is the longest
you can wait between re-optimizations.

6. Set the length you want to use for your out-of-sample and re-optimization in the Step
field, and use the pull-down menu to select the time increment.

The dates that will be used for each in-sample run and each out-of sample run will be
computed and entered into the table. Scroll up and down and review these dates. Be cer-
tain they reflect what you want.
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7. Select your optimization target from the pull-down list. You should already have se-
lected an objective function and been using it all along during your system development
and backtesting. K-Ratio, CAR/MDD, RAR/MDD, RRR, and UPI are all good choices.

8. Click OK. This exits the Walk Forward setup dialog.

Each of the walk forward runs is evaluated as it takes place. After an in-sample optimiza-
tion, the best set of parameter values is chosen and a single test run is made using those
values and that specific in-sample period. The trade summary and equity curve for that
in-sample run are calculated. Next, a single test run is made, using those same values, for
the out-of-sample period that immediately follows. The trade summary and equity curve
for that out-of-sample run are calculated.

There are two reports you can watch as the walk forward runs take place.

The first is the set of in-sample and out-of-sample summaries. These are produced auto-
matically and displayed on the walk forward tab.

The second is the concatenation of the in-sample equity curves and out-of-sample equity
curves. These are displayed in a pane of the main chart window. But you must first insert
the indicator that will display them. Using the charts tabbed menu, expand the equity
category, right-click IS and OOS Equity, then left-click Insert.

As the walk forward progresses, you can click on the main chart tab and watch the equity
curves develop.

Use the Report icon’s pull down menu and open Report Explorer. Scroll down to the last
entry. It is the consolidation of the out-of-sample results. Open that report. Look at the
summary statistics and charts. If they look good, your system is ready for trading.

SysTEM HEALTH AND POsITION SizE

The variation in parameter values from step to step illustrates the dynamic nature of trad-
ing systems. It is very rare that one set of parameter values is best over a long period of
time. As characteristics of the data change, the model -- the rules and parameter values --
must be allowed to change to keep the system synchronized. Through the life of a trading
system, it will pass through periods of close synchronization and high performance, and
through periods of weak synchronization and low performance. Just as the model must
be allowed to adapt, there is no single position size that is correct for a long period. The
question of whether a system is healthy or is broken, and what the correct position size
is for current conditions, is critical to trading success. My book, Modeling Trading System
Performance, addresses this in detail. It explains how to use the “best estimate” of future
trading performance to determine the position size that will result in maximum account
growth, while holding drawdown to a level determined by the trader.
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Synchronization is dynamic. Position size must also be dynamic. The correct position
size for a system that is broken is zero.

FiLe ButtON

The file button has a pull-down menu that gives two choices.

Export - Export the contents of the Results window to a file in a directory of your
choice. The format of the saved file can be either .csv, which can be opened in

a spreadsheet for further analysis, or .html, which can be printed, e-mailed, or
imported back into the results window.

Import - Import a file in .html format that was previously exported. The import
works best if the file being imported was created by AmiBroker using the Export
command.

If the File button is clicked without pulling down the menu, the default operation is Ex-

port.

Eouity Button

The equity button has a pull-down menu that gives two choices.

Portfolio Equity - Opens a new pane and displays the equity for the most recent
run using the portfolio format.

Individual Equity - Opens a new pane and displays the equity for the most recent
run using the current symbol as the price series tested. Changing the current
symbol, either by clicking a row in the results window or by selecting a new
symbol, changes the equity plot to reflect testing that symbol.

ReporT ButTON

The report button has a pull-down menu that gives two choices.

View last report - Opens the report for the most recent backtest. The report is in
html format, with one html page per tab of the report. Reports are saved in the
directory C:\Program Files\ AmiBroker\Reports. They stay there until you re-
move them.

Report Explorer - Opens the Report Explorer (which runs as a separate program),
and loads a summary line for each report in the Reports directory. You can sort
the list by clicking on the header of any column.

If you have previously turned on the feature that generates detailed reports (on
Analysis > Settings > Report, click Generate detailed reports for each symbol in
individual backtest), clicking one of the rows in the report listing will open the
detailed report.

Copyright © 2012 Blue Owl Press, Inc. Download a free copy from www.IntroductionToAmiBroker.com

9-36



Introduction to AmiBroker

Chapter 9 - Analysis

The menus for the Report Explorer give a method for selecting and deleting un-
needed reports. Use the Edit menu. Either select and delete individual rows. Or
select all and then delete.
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Chapter 10

Write It Yourself

The previous chapters have shown examples of functions, indicators, and trading systems.
This chapter explains in more detail how you go about writing your own. The examples in
this chapter all assume that the data is end-of-day and comes from the exchange. The data
bars are daily bars and have at least a closing price, perhaps open, high, and low. It can be
stocks, mutual funds, exchange traded funds, or commodities - the techniques apply to all
and we will not distinguish.

BEFORE YOU START CODING

A few questions need answers before you start.

When will you be collecting the data, running your trading system, and issuing your sig-
nals? When will you place your orders? When will the orders be executed?

The answers will help you specity the BuyPrice and Trade Delay.
TrADING NExT DAy Oren (NDO)

Assume you have a day job and you are doing your data collection in the evening, run-
ning your trading systems in the evening, generating signals from the values of the most
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recent bar, placing orders in the evening, and anticipating execution at the opening price
the next trading day.

You must specify Trade Delay of 1. Your signals come today, your trades happen tomor-
row - one day later.

If you plan to issue Market On Open orders, you must specify your BuyPrice as Open.

Note: If you are trading mutual funds and the only price point and trading opportunity
tomorrow is the close, then you must specify you BuyPrice as Close.

There are two methods of telling AmiBroker about those choices.

The first is using the Analysis tab > Settings > Trades, and filling in the BuyPrice and
BuyDelay. Entering your preferences there sets them as defaults. The second is in your
AFL code.

These lines go at the top of your code.

SetTradeDelays(1,1,1,1);
BuyPrice = Open;
SellPrice = Open;

The SetTradeDelays procedure has four numbers. They represent the trade delay for the
Buy, Sell, Short, and Cover, respectively.

The BuyPrice = Open; line tells AmiBroker that you want market orders executed at the
open. In AmiBroker, a market order is any order that does not explicitly state a price and a
condition. Buy = Cross(C,MA(C,5)); issues a market order, since no price or other condition
is specified.

TrRADING SAME DAy CLOSE

If you have an accurate and profitable short term trading system - one that holds only a
few days - you will probably find that the price change between the close of the bar that
generates your signal and the open on the next bar is in the same direction as your signal.
That overnight move is often the most profitable portion of the holding period. In order
to capture it, you must be able to anticipate the price that will give you a signal before the
close of trading, then execute your trade and take your position on the close.

Your TradeDelay is 0, and your BuyPrice is Close.

There are several ways to anticipate the signal.

¢ Use real-time quotes, either snapshot or streaming, to estimate the closing price
just before the closing time. Use the formula for the code that generates your
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signal to precalculate what price would trigger your signal. Either enter that as a
Limit On Close order, or be ready to place the order yourself.

¢ Use a root-finding algorithm to precalculate the price necessary for any condi-
tion, whether you have the formula or not. For example, you can precalculate the
price at which a moving average will cross through a 2 ATR band, and have your
order ready when that condition happens. This procedure is explained in detail
in Quantitative Trading Systems.

Whatever your trading delays and buy price are, if you use AFL statements to set them,
the values given in the AFL override the values set in Settings.

PoRrTFoLI0O CONSIDERATIONS

You may be planning a system that trades only one thing - perhaps a broad market index.
In that case, the number of positions you hold will always be either zero or one. And you
need to make no special arrangements for portfolio management.

You may also be planning to write several trading systems, each for a single tradable, and
manage the position allocation outside AmiBroker. Again, you need no special portfolio
code.

You may be planing a trading system that keeps track of a universe of potential holdings -
say the Fidelity Select Funds, or the S&P Sector ETFs. Your system monitors each of them
every day. Whenever there is a buy signal, you want AmiBroker to take a position, but
only if there is room in your holdings. In this case you do need special arrangements to
handle the portfolio.

There are no settings that let you manage a portfolio - this can only be done in AFL code.
Expanding on the previous example, add these lines at the top of your code:

MaxPositions = 3;
SetOption(“MaxOpenPositions”, MaxPositions );
SetPositionSize( 100 / MaxPositions, spsPercentOfEquity);

MaxPositions is not a reserved variable. It is one of your variables, and it is used so that
you can easily change its value, or optimize it.

SetOption, using the “MaxOpenPositions” option and MaxPositions identifier, tells Ami-
Broker than the maximum number of open positions is found in the variable MaxPosi-
tions.

SetPositionSize tells AmiBroker how to allocate funds. If the second argument is
spsPercentOfEquity, treat whatever number the first argument is as a percentage. Allocate
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that percentage of the equity to each new position taken. With MaxPositions having a
value of 3, each new position gets 33.33% of the equity.

If the second argument is spsValue, then that number of dollars will be used.

If there is not enough in cash to make the full purchase, AmiBroker checks the Setting
to see whether Allow Position Size Shrinking has been checked. If it has been checked,
then all the remaining cash will be used to take the new position.

As you progress, there are additional statements you will want to use to be certain that
AmiBroker manages the system as you want it to. For now, let’s move on.

ENTER A LoNG PosiTioN - Buy

The AFL statement that tells AmiBroker to issue a Buy signal is:
Buy = something;

Buy is a reserved variable. It is an array and it has values for every day. Those days when
your system does not generate a Buy signal, the value for that day is False, or 0. Those days
when your system does generate a Buy signal, the value for that day is True, or 1. Whether
the value is a 0 or a 1, False or True, depends on the result of evaluating the right hand
side - the something.

Whenever there is a Buy Signal and no position is held, there will be a purchase. If there
is already a position, the signal will be ignored.

Recall that every statement of this type has an expression on the right hand side and a
variable on the left hand side separated by the “=” sign. The sign is the assignment
operator.

_rr

Processing the statement requires two steps: evaluating the right hand side so that it re-
turns a unique result of the same type as the variable on the left hand side; then assigning
that value to (or storing that value in) the variable.

Since Buy needs to be assigned the value of True, or 1, whenever the system generates a
Buy signal, the right hand side is usually an expression that is either True or False, 1 or 0.

Some simple examples:

Buy = DayOfWeek() == 2;

DayOfWeek is a built-in function that evaluates what day of the week the cur-

rent bar is. It returns a value of 0 for Sunday, 1 for Monday, 2 for Tuesday, and so
forth. The “==" is a comparison operator that checks what is on its left and what
is on its right and returned a value of either True, the two are the same, or False,
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the two are different. If the bar being evaluated is Tuesday, DayOfWeek() returns
2, and the “==" operator returns True - the two are the same. So the value of True,
or 1, for the right hand side is assigned to, or stored in, Buy. AmiBroker sees that
Buy is True and issues a Buy signal. If you are running a backtest, a new position
is taken. If you are running a scan, the report tells you that there is a new Buy
signal at the close of today’s bar.

Buy = Cross ( C, MA(C,5) );

Cross is a built-in function that returns a value of True when the first argument,
C, has a greater value after this bar than the second variable, MA(C,5); and the
first variable had a lower value than the second variable after the previous bar.
Said differently, Cross returns True when the first variable crosses up through
the second variable. The two being compared do not need to be variables; con-
stants and expressions are also acceptable.

The first variable is the current bar’s close. The second variable is the current
bar’s 5 day simple moving average. If the close was below the 5 day moving aver-
age yesterday and is above it today, then Cross returns a True. The evaluation of
the right hand side is complete and the True is assigned to Buy. A Buy Signal is
generated.

This is called an impulse signal. It is True for one bar, then False. After a few bars
it may be True again, but only for one bar.

SetUp = C > MA(C,5);
StochSignal = Cross(StochD(),30);
Buy = SetUp AND StochSignal;

This represents a setup and a trigger. The first line is the setup. The right hand
side evaluates to True on every bar where the close is above its 5 day simple mov-
ing average. That will be one day or several days in a row. This type of signal is
called a state signal. The second line evaluates to True on those bars when the
StochD indicator crosses up though the 30 line. The Buy Signal is generated when
both are True - the And operator evaluates to True when both its right hand side
and its left hand side are true.
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Exit A LoNG PosITION - SELL

Sell works the same as Buy.
Sell = whatever;

Whenever the right hand side evaluates to True, a Sell signal is generated. If there is a posi-
tion, it will be sold. If there is no position, the signal will be ignored.

Some simple examples:

Sell = DayOfWeek() == 5;

Sell on Friday.

Sell = Cross ( MA(C,5),C );

Cross is True when the first argument, MA(C,5), has a greater value after this
bar than the second variable, C,; and the first variable had a lower value after the
previous bar. That is, when MA(C,5) rose through C — or when C fell through
MA(C,5).

Exit A LoNG PosiTioN viA Stop

There are several ways to exit a long position:
* A Sell signal, as was just described.
e A timed exit, or n-bar stop.
e A profit target, or profit stop.
* A trailing stop.
¢ A maximum loss stop.

AmiBroker has built-in stops. Review the sections of this book and the AmiBroker User’s
Guide for descriptions of stops.

A Timed Exit

For trading systems that hold only a short period - perhaps a few days - the timed exit may
be valuable. This stop exits after 5 days.

ApplyStop( stopTypeNBar, stopModeBars, 5 );
A Profit Target

Also for systems that hold only a short period, exit when the trade has a profit. This stop
exits when it can book a 5 percent profit.
ApplyStop( stopTypeProfit, stopModePercent, 5 );
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A Trailing Stop

Trailing stops work well for positions that are held a longer time. They follow along be-
hind a rising price - rising when the price goes up, but never declining. If the price declines
enough to cross through the stop price, the position is sold. This stop, called a chandelier
stop, trails at 3 times the Average True Range below the price.

ApplyStop(stopTypeTrailing, stopModePoint, 3*ATR(14), True, True );
A Maximum Loss Stop

The maximum loss stop is the last resort. Well designed systems seldom have positions
exited because the price hit a maximum loss stop. This is a 15 percent maximum loss stop.
ApplyStop( stopTypelLoss, stopModePercent, 15 );

WRiTe LooriNG CoDE

Often, you can do everything you want to with the functions built-in to AmiBroker. Occa-
sionally, you need to examine the data bar-by-bar. A very simple example will be used to
illustrate looping — the calculation of a 5 day simple moving average of the closing price
for every bar of data.

The AmiBroker code is easy:
MABuiltIn = MA(C,5);

To explain the looping code, a diagram will help. You will see a small box for every day of
data. There is an arrow pointing to an arbitrary index position labeled i. Index i is the day
having its average computed. i starts at 0, the first bar, and goes up through BarCount-1,
the last bar. There is also an arrow pointing to a group of 5 bars that will be used to com-
pute the 5 day moving average. A separate index, j, will be used to move through these 5
bars.

Close 43210
A " A
I T T
012345 6 - i BarCount-1
MyOwnAvg
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The AFL code to compute a 5-day simple moving average of the Close, and store that aver-
age in MyOwnAvg, is:

for (i =0; i< 4; i++)

{
MyOwnAvg[i] = C[i];
}
for (i = 4; i < BarCount; i++ )
{
Summer = 0;
for (j = 0; j <= 4; j++ )
{
Summer = Summer + C[i-j1;
}
MyOwnAvg[i] = Summer / 5;
}

The first for loop handles the first part of the series where there is not enough data to
compute a 5 day average. MyOwnAuvg is set to the same value as Close for those 4 cells.

The second for loop starts at the 5th cell, the one whose index is 4 (array index numbers
start at 0). And it goes up to and includes BarCount-1, the end of the series. The variable i
is the index of the cell being worked on at any given time.

To compute the 5 day simple moving average, the values of the current cell and the previ-
ous 4 cells are added together, then that sum is divided by 5. The third for loop does that.
Note that the j variable used to add up the 5 values counts backwards; that makes the
coding easier.

Good programming practices strongly discourage use of specific numbers, such as 4 and
5, in programs. And it would be impractical to have to write a new program for every dif-
ferent moving average length. Here is the same code written using a variable for the length
of the moving average:

MALen = 5;
for (1 =0; i < MALen; i++ )

MyOwnAvg2[i] = C[il];

}
for (i = MALen - 1; i < BarCount; i++ )
{
Summer = 0;
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for ( j = 0; j < MALen; j++ )
{

3

MyOwnAvg2[i] = Summer / MAlLen;

Summer = Summer + C[i-j];

WRriTe A CustoM FuNcTION

AmiBroker has hundreds of built-in functions. But eventually you will come across an in-
dicator or a function that you want to use that is not built-in. The code that follows imple-
ments the simple moving average again, this time as a function.

// MyOwnAvgFunction.afl

//
function MACustom ( Price, Length )
{
for (i =0; i < Length; i++ )
{
Result[i] = Pricel[i];
}
for (i = Length - 1; i < BarCount; i++ )
{
Summer = 0;
for ( j = 0; j < Length; j++ )
{
Summer = Summer + Pricel[i-j];
}
Result[i] = Summer / Length;
}
return Result;
}

BuiltInAvg = MA( C, 5 );
MyOwnAvg = MACustom( C, 5 );

Plot( C, “C”, colorBlack, styleCandle );

Plot( MyOwnAvg, “MyOwnAvg”, colorRed, stylelLine );
Plot( BuiltInAvg, “BuiltInAvg”, colorBlue, stylelLine );
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Variable Length Parameter

The MyOwnAvgFunction has two parameters - Price and Length. Price is an array, per-
haps of closing prices, perhaps of some other indicator. It is expected that there will be
variation among the values in that array. Length is constant throughout the calculation of
the average. The next example illustrates that the length can be an array, and its elements
variable.

There must be some way of determining what values to put in the array. The ADX indica-
tor is sometimes used to indicate the strength of a trend. High values of ADX correspond
with long cycle periods, low values of ADX with short periods. This example uses the
value of the ADX indicator as the length of the moving average. Readers will want to ex-
periment with using other indicators of period or cycle length.

// MyOwnAvgVariableFunction.afl

éénction MACustomVariable ( Price, Length )
¢ Ignore = int( LastValue( Highest( Length ) ) );
for (i =0; i < Ignore; i++ )
Result[i] = Pricel[i];
}
for ( i = Ignore; i < BarCount; i++ )
ThisLength = int( 0.5 * Length[i] );
Summer = 0Q;
for ( j = 0; j < ThisLength; j++ )
‘ Summer = Summer + Pricel[i-j];
}
Result[i] = Summer / ThislLength;
) geturn Result;

ADXVal = ADX( 14 );
//Plot (ADXVal,”ADXVal”,colorBlue,stylelLine|styleOwnScale);

MAC C, 10 );

BuiltInAvg =
= MACustomVariable( C, ADXVal );

MyOwnAvg
Plot( C, “C”, colorBlack, styleCandle );

Plot( MyOwnAvg, “MyOwnAvg”, colorRed, stylelLine );
Plot( BuiltInAvg, “BuiltInAvg”, colorBlue, stylelLine );
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This line computes how many elements at the beginning of the series should be ignored.
There are more sophisticated ways to compute that, but the point is that it must be con-
sidered.

Ignore = int( LastValue( Highest( Length ) ) );

Instead of Length being constant throughout, it varies. The value needed is in the cell with
the same index number as the series being averaged.

This line extracts the value of the variable length and makes it an integer, so it can be used
as an index into the arrays. The 0.5 factor is a fudge factor. Since there is so much delay in
the ADX indicator, its value is cut in half to make it more responsive.

ThisLength = int( 0.5 * Length[i] );

Note how the built-in average stays about the same distance from the closing prices, but
the custom average with the variable lengths tightens up when the direction is changing,
and lags behind when there is a trend.

GE - C =21.12, MyOwnAvg = 20.50, BuiltinAvg = 20.73

Two example trading systems follow.

One is a moving average crossover system that is trend following when the length of the
first moving average is shorter than the length of the second.

The other is a mean reversion system that buys when the price is far (as measured by the
number of standard deviations) below the average.

Neither of these systems is particularly good. They are meant to illustrate some ideas and
to be starting points for your own research.
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A TrRenD FoLLOWING TRADING SYSTEM

// TrendFollowing.afl

// Using end of day data,

// generating signals in the evening,
// placing trades for execution

// the next day on the open.

// Takes only long positions.
// Holds up to 3 positions.

// Moving average crossover to enter,
// moving average crossover to exit,
// chandelier trailing stop.

// Variables are set up for optimization
// and walk forward testing.

// Try this using a watchlist of the nine
// S&P sector exchange traded funds.

// This is just an example.
// Do Not trade this system.
// Do you own research.

OptimizerSetEngine( “cmae” );

SetTradeDelays( 1, 1, 1, 1);
BuyPrice = Open;
SellPrice = Open;

PosQty = Optimize( “PosQty”, 2, 1, 3, 1 );
SetOption ( “maxopenpositions”, PosQty );
SetPositionSize( 100 / PosQty, spsPercentOfEquity );

MAL1 = Optimize( “MAL1”, 11, 1, 51, 2 );
MAL2 = Optimize( “MAL2”, 30, 2, 52, 2 );
MA1 = MA( C, MAL1 );

MA2 = MA( C, MAL2 );

Buy = Cross( MA1, MA2 );

Sell = Cross ( MA2, MAT );
ATRMult = Optimize( “ATRMult”, 3.75, 1, 5, 0.25 );

ApplyStop( stopTypeTrailing, stopModePoint,
ATRMult * ATR( 14 ), True, True );
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A MEAN ReVERSION TRADING SYSTEM
// MeanReversion.afl

// Using end of day data,

// generating signals just before the close,
// placing trades for execution

// the same day at the close.

//

// Takes only long positions.
//

// Holds up to 3 positions.
//

// Moving average crossover to enter,
// moving average crossover to exit,
// chandelier trailing stop.

// Variables are set up for optimization
// and walk forward testing.

// Try this using a watchlist of the nine
// S&P sector exchange traded funds.

// This is just an example.
// Do Not trade this system.
// Do you own research.

//

function zscore( price, Lookback )

{
zs = ( price - MA( price, Lookback ) ) / StDev( price, Lookback );
return zs;

3

OptimizerSetEngine( “cmae” );
SetTradeDelays( @, 0, 0, @ );

BuyPrice = Close;
SellPrice = Close;

PosQty = Optimize( “PosQty”, 1, 1, 3, 1 );
SetOption ( “maxopenpositions”, PosQty );
SetPositionSize( 100 / PosQty, spsPercentOfEquity );

ZSLength = Optimize( “ZSLength”, 34, 4, 50 , 1 );
zs = zscore( C, ZSLength );

BuyLevel = Optimize( “BuylLevel”, -2.0, -4.0, 0.0, 0.25 );

Buy = Cross( BuyLevel, zs );
Sell = Cross( zs, 0 );
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HoldDays = Optimize( “HoldDays”, 9, 1, 10, 1 );
ApplyStop( stopTypeNBar, stopModeBars, HoldDays );

ProfitPercent = Optimize( “ProfitPercent”, 3, 0.5, 5, 0.25 );
ApplyStop ( stopTypeProfit, stopModePercent, ProfitPercent );
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Schematic Diagram

Thanks to Robert Grigg, a colleague from Australia, who campaigns tirelessly — spreading
the word about the importance of using proper trading system design and testing techniques.

Robert has graciously permitted use of his AmiBroker Schematic diagram. The schematic
illustrates the relationships among and between the major components of AmiBroker. Al-
though it is labeled unofficial, Tomasz Janeczko has complemented its accuracy.

An AmiBroker Schematic (not official)
What components are in AmiBroker?
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