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Preparing to

“Harness the Power”

What you will learn in Part |




What will be Covered

Agenda:

 What is Relative Strength,
and Why Use it?

* Measuring Relative Strength
with Indicators

* A New Way to Measure
Accumulation/Distribution

* 3 Great Trading Systems
and Strategies

* Chart Template




Our Goal as Traders {

All We Need };;L;.Z!"EI;ZL“J:L“?T””'““'”’ ool petod <1 sy il
IS a System that... o @ s w oo @ ow
|dentifies overall “We Want a Piece 10
Strength in any of The Action!” .
market. .
Enters in the -
direction of that .
Strength.
Exits when Weakness .
enters that market. __
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What is Relative Strength?

Relative Strength R P
measures how yistribu}iog ]
much a Stock is \
advancing or /\ :
declining against :
the market, kccumulation .
indicating zones of - /W/\A
Accumulation or s P

Distribution.




Relative Momentum
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Relative Momentum  [Z=n=—— e mesies
can be used to o
measure Relative I-'**i " B
Strength. Ilimﬂ'**" lw’l,w
i l’ri‘*#‘uw‘ .
RelMom() is i|+++"'+'w "
calculated as the P .
difference in percent [
moves between the N N M 0
overall Market and a Y v N Lo
Stock. |||||||||m||||||m||||||||||\||||||||||||||||lnm||||||H|||I||I|I||||"llll\l”‘\|||||||‘||| o




The Problem with Relative Strength

Like many
indicators, RS can
get extremely
Overbought or
Oversold.

So we can’t just
look for high RS.
We need to look
at something
else.
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Harness the Power

with Indicators

Interpreting Relative Strength




A Better Way to Measure Relative Strength

o e =]
Linear Regression | SR
Difference (HRS_DIFF) Sone o s
measures the difference @hart .
between the slope of a Jl.mw
Stock Chart and the el hﬁ"hm
slope of the Market M' i
over the same time i o .
period. S ~
= HRS_Diff )
is Rising

When HRS_DIFF is rising W[smpeofthe\
the Stock is advancing Mark:et ;///\\/\

more rapidly than the
Market. Vs




Comparison

HRS DIFF() is
smoother and
more reflective of
changes in
accumulation (or
distribution) than
RelMom()
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Properties of HRS DIFF k
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A positive value means
the Chart is moving up =
faster than the Market. Most of the time, ]

2020
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

8]

HRS_DIFF is > 0

HRS DIFF is positive
over most of this chart.
AAPL has been under i

accumulation for a long W\m
time. /"\/\ /\

highs to lows.

| Market |
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Accumulation /Distribution

This Chart Template
highlights places
where HRS_DIFF is
above (below) Zero,
when Relative
Strength is
advancing (or
declining).

What do you notice
about this?
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The “Secret Weapon”
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Relative Strength Accumulation/ Distribution (HRS_ACC) uses
accumulated changes in HRS_DIFF to determine when a Stock is
being accumulated (or distributed). It’s the blue line.



Examples

Accumulation: The
top chart is being
accumulated at the
right edge, because
the Blue Line is rising
rapidly.

Distribution: The
bottom chart is being
distributed, because
the Blue Line is falling
rapidly.
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Almost Too Easy... H
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Simplicity is Power
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The HRS Accumulation Template is provided to make it
easy to see where Accumulation turns into Distribution.



Harness the Power

with Systems

3 Great Systems.
3 Great Trading Signals.
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a) Eliminate day to day \
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b) Show reversals by "
virtue of sequences "
of Red and Green -
bars.

12.1

AY /.\ /ﬂ,n,‘/
"'V/‘\/* Y}

=

c) Show definitive
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bar size.
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HRS Reversal — Finding the Sweet Spot
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HRS Breakout — Go with the Flow.

The HRS_Breakout
System looks for
strong moves
through the top (or
bottom) of a
Donchian Channel.

Signals are confirmed
by HRS _DIFF(14)
Rising (or Falling for
Shorts).
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HRS PullBack — In the Middle {

What about Trades e — SRR .E@
in the Middle of a S o
Move? 'WI,'J'W!%I” ‘h rfm
Vo
HRS PullBack looks | | b |+ ||1* L
for Pull-backs within \ ‘“‘ b Wl'” ‘W -
35% to 65% of the ‘ '1‘ ¥ !w‘
prior move, with a \ [‘ -
strong bar at the ' .

pull-back point.

Here are 2 PullBack V W

Signals on CAT.




Harness the Power:
Systems + Trade Plans

= Strategies

Creating Workhorses to Harness the Power




Adaptive Trade Plan

r ™
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Trade Plan iew

Step | Condition Orders Mext
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° GTC End
establish Stops |
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* [C] | Option Max Strike Profit Stop LI Defaults |
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Working Together for Profits

HRS Reversal
System
paired with
the HRS
Adaptive
Trade Plan.
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Our Finished Masterpiece
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Find the Best Candidates

with OmniScan

Let OmniScan bring the Charts to You!




What Kind of Trade do You Want?

There are two kinds
of trades most of us
want to fine.

Trend Followers:
Enter positions that
can last months.

Explosive Reversals:
In & Out for quick
profits. Take no
prisoners!
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HRS Growth :

HRS Growth uses e e e e o e e
HRS_ACC tO find 201:@ 061 T e ) E T Apr _May Jun _ Jul _ Aug SF:.p “‘J
stocks with the
highest possible RS
Ratings that are

Increasing.
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in the market - great | |~ 00 e o a it
for Investments and
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Swing Trades. Nothing but Air!




HRS Launch {

. ™. LRCX - Lam Research Corp (HEIKINASHI - DAILY) == | =)
H RS La u n C h fl n d S Template: HRS Accumulation v | Zoom| Period ~| M| Symbol ~| . [[Custom &
2020 -

Mar Apr May Jun Jul Aug Sep

stocks that have a
very strong and
sudden increase in
Relative Strength.

380
360

340

322.3475

These are the \' -

“explosive movers” —f=m
Great for Swing 0

[HRS DIFF (14, 3) |

Trades and Short Vi 5
Term Breakouts

57T M

Found in a Down Market.



What’s Next for

“Harnessing the Power?”

A Preview of Part |l




What’s Next

Part Il Agenda:
* The Daily Process

* Using Market
Direction to Balance
Your Account

* The Best Visual
Confirming
Techniques

* When to Trade,
When to Step Aside
and when to STEP
ON THE GAS!
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