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results, 61-62
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described, 2—4
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231-234
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Backtesting screens, 211-221
backtest report, reading, 212-220
Backtest report:
main backtest report, 213-215
performance chart, 213
period details window, 218-220
statistics table, 215218
ticker view, 219
Bear markets:
debt to equity (D/E), 237
decreasing earnings two years out,
239-241
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EPS growth rates, 240
flags and pennants, 161-163, 167
head and shoulders, 182—183
P/E ratio, 237
put options, 274-275
rectangles, 171-172
short selling strategies for,
235-241
short-term moving average
(10-day and 20-day), 143
symmetrical triangles, 152—153
Toxic Stocks, 236—239
wedges, 176-177.
Zacks Rank. 257,240
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Bernanke, Ben, 83
Best case/worst case. See Automated
robustness analysis (best case/
worst case analysis)
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winning growth and income
strategies, 98—99
Big Money strategy (momentum style
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methodology, 38-39

parameters, 38
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Zacks Rank, 37-42
Broker rating upgrades:
vs. broker rating downgrades
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results, 118-119
test, 118
Zacks Rank, 120
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flags and pennants, 162-164
inverted head and si.oulders,
185-186
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short-tersi moving average (10-day
andt 29-day), 142, 144, 147
svinmetrical triangles, 151-153
wedges, 176-177
2uying time, 257-258

Call options:
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covered call writing, 262-267
defined, 250
momentum style strategies,
buying calls on, 274
uncovered call writing, 267-268
writing calls, 276-277
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strategy), 83—84
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6-7
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screening for, 191-195
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INDEX

Combined valuation screen, 94-95

Combo screen/individual strategies
displayed, 230

Combo screen performance chart, 229

Combo strategy backtest, 231-233

Complex head and shoulders, 184

Complex inverted head and
shoulders, 187

Consolidation areas, screening for,
191-195

Continuation patterns, 151

Covered call writing, 262-267
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Toxic Stocks, 237
value and spark, 74
winning growth and income
strategies, 98—99
Decreasing earnings two years owt,
239-241
EPS growth rates, 240
parameters, 240
Zacks Rank, 240
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Descending triangles, 158162
downtrends/bearish, 159
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pattern, 159-160
measured moves (minimum
profit targets), 160-161
stop-out points, 160—162
Diversification, 245-247
Dividend attraction, 104—106
commentary, 106108
methodology, 105-106
parameters, 105-106
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wedges, 175-177
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methodology, 43—44
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Rank, 23
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Earnings, stocks ready to report, 275
Earnings yield (E/P) ratio, 125-126
Editing, tools, 203
EPS growth rates:
cash is king, 84
decreasing earnings two years out,
240
earnings acceleration (momentum
style of trading), 4244
generally, 201
increasing earnings (momentum
style of trading), 45
r-squared growth, 79
short selling strategies, bear
markets, 240
winning growth and income
strategies, 106
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Exchange traded funds (ETFs),
279-282
market, for, 279-281
screening for sector and industry
ETFs, 281-282
Exercise, defined, 251
Expiration, defined, 251
Extrinsic value. See Time value

FA. See Fundamental analysis (FA)
Falling wedges, 180
Financial Analysts Journal, 17
First profit, aggressive growth
strategies, 68—70
Flags and pennants, 162-171
bear pennants, 167
downtrends/bearish, 162—163
early entry failures, 168, 170
failures, 167-170
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164-165
measured moves (minimum
profit targets), 166
re-drawing/pennants to-flags,
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six points, flags aria pennants
with, 165
stop-out poines, 167-170
uptrends/bullish, 162-164
Fundamental analysis (FA), 131
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Graham, Benjamin, 71

Greenspan, Alan, 83

Growth. See also Aggressive growth
strategies; All-cap growth;
EPS growth rates; Small-cap
growth; Winning growth and
income strategies
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12-13
winning strategies (see Winning
growth and income strategies)
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complex head and shoulders, 184
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identifying and drawing the
pattern, 183-184

inverted (see Inverted head and
shoulders)

market top and tottom, 195-196

trading the head and shoulders
failure; 1¢0-191

uptrend railure, 191

votrends/bearish (reversal),
182-183
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High beta stocks, 275

Histogram rank, 112

Holding periods, combining, 35-36

Hold recommendations, Zacks

Rank, 21

Identification of type of trader, 5-7,
283
Identifying and drawing the pattern:
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descending triangles, 159-160
flags and pennants, 164-165
head and shoulders, 183—184
inverted head and shoulders,
186-187
rectangles, 172-173
symmetrical triangles, 151-153
wedges, 177-178
Identifying chart patterns, 149-197
ascending triangles, 155-158



INDEX

continuation patterns, 150
descending triangles, 158-162
flags and pennants, 162-171
head and shoulders, 181-184
inverted head and shoulders,
184-192
market top and bottom (2007),
195-198
rectangles, 171-175
reversal patterns, 150
symmetrical triangles, 150-155
wedges, 176-181
Increasing earnings (momentum
style of trading), 44—46
parameters and methodology, 4546
Increasing price and volume,
132-133
In-the-money (ITM) options:
buying, 256-257
defined, 250
preference for, 259
Intrinsic value, defined, 251
Inverted head and shoulders, 134—192
complex inverted head and
shoulders, 187
downtrend/bullish {reversal
pattern), 185-166
early entry fatiure, 189
failures, 188—191
identifying and drawing the
pattern, 186-187
market top and bottom, 197
measured moves (minimum
profit targets), 187-188
stop-out points, 188—189
trading the head and shoulders
failure, 190-191
uptrend/bullish (continuation
pattern), 186
uptrend failure, 191

293

ITM. See In-the-money (ITM)

options

Long-term moving average
(200-day), 139-141
Losses, cutting, 243248

Magnitude factor, Zacks Rank, 24
Managing, generally, 284
Market capitalization study, 65
Market top and bottom (2007),
195-198
head and shoulders, 195-196
inverted head @na shoulders, 197
Market value:
small-cap growth, 56
winfing growth and income
stracegies, 105
Mezasured moves (minimum profit
targets):
flags and pennants, 165
wedges, 178-179
Medium-term moving average
(50-day), 141-142
newly crossed moving average, 146
Microsoft, 83
Momentum style of trading, 9-10,
37-54
Big Money strategy, 37-42, 109
call options, 274
earnings acceleration, 42-44
earnings momentum, 10
increasing earnings, 44—46
methodology, 38-39, 43406,
48-49
new highs, 46-53
parameters, 38, 43, 45, 47-48
price momentum, 10
results, 40—41, 49-50

winning strategies, 37-54
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Moving averages, 139-147
long-term moving average
(200-day), 139-141
medium-term moving average
(50-day), 141-142, 146
screening for moving average
crossovers, 145—147
short-term moving average
(10-day and 20-day), 142145,
147
Multi-strategy backtesting, 228-231
combo screen/individual
strategies displayed, 230
combo screen performance chart,

229

New highs (momentum style of
trading), 46-53
methodology, 4849
oil and energy sector, 51
1-week rebalance, 50
parameters, 47—48
results, 49—50
sector and industry analysis, use
in, 50-53
Nike, 83
Number of stocks right for
individual, 32

Oil and energy sector, 51
Operators, generally, 202
Optimum valuation testing,
231-234
combo strategy backtest,
231-233
Zacks Rank, 231, 233
Options, 248-278. See also specific
option
stock screening for, 274-277
Ordinal rank, 112

INDEX

Out-of-the-money (OTM):
defined, 250-251
example, 256-257

P/B ratio. See Price to book (P/B)
ratio
P/CEF. See Price to cash flow ratio
(P/CF)
PEG ratio:
all-cap growth, 61-62
generally, 201
r-squared growth, 80
statistical analysis, Y2-93
Zacks Rank, 9793
Pennants. See Flags and pennants
P/E ratio. Szel'rice to earnings (P/E)
ravio
Performance charts:
automated robustness analysis
(best case/worst case analysis),
223-226
backtest report, 213
multi-strategy backtesting, 229
Performance of stock, desirable, 7
Portfolio weighting, 245-247
Premiums, defined, 250
Price momentum, 10
Price, screening, 207-208
Price targets, calculating, 127-129
Price to book (P/B) ratio:
generally, 201
statistical analysis, 90-92
value and spark, 73
Price to cash flow ratio (P/CF):
generally, 201
statistical analysis, 8687
winning growth and income
strategies, 106
winning value strategies, 85-87

Zacks Rank, 86-87
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and earnings yield (E/P ratio),
125-126
generally, 201
r-squared growth, 80
small-cap growth, 58
statistical analysis, 88-89
Toxic Stocks, 237
value and spark, 73
winning “all style” strategies,
110-111, 113, 125-129
winning growth and income
strategies, 99
Zacks Rank, 89
Price to sales (P/S) ratio:
optimum valuation testing,
233
small-cap growth, 58
statistical analysis, 89-910
value and spark, 73
winning “all style” strategies,
116-117
Zacks Rank, 90-92
ProShares UltraShort, 281
P/S ratio. See Price to sales (P/S)
ratio
Put options:
buying, 252, 254-256
defined, 250
short-selling screens, buying puts
on, 274-275
writing, 268-273, 277

Rankings methods, explained, 111

Ranking systems, generally, 200—
201. See also Zacks Rank

Ratings, screening, 208

Ratios, screening, 209

Real estate investment companies

(REITs), 103
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Rectangles, 171-175
downtrends/bearish, 171-172
early entry failure, 175
failures, 174-175
identifying and drawing the

pattern, 172-173
measured moves (minimum
profit targets), 173-174

range trading, 175

retracement and resumption,
172

six points, rectangles with, 173

stop-out points, 174-175

uptrends/bullich; 171-172

Re-drawing/pennants to flags,

170

REITs. 5¢2Real estate investment

ompanies (REITSs)

Relautve price strength:
1-week rebalance, 117
parameters and methodology,

116-117
results, 117-118
winning “all style” strategies,
115-117
Reporting, tools, 203
Research Wizard, 52, 53, 201,
204-206
Main Page, 206
Retracement and resumption,
rectangles, 172

Return on equity (ROE), 82-83
shareholders equity, 82
winning growth and income

strategies, 98, 99, 106

Reversal patterns, 150

Rising wedges, 177, 180

Risk, managing, 243-248

ROE. See Return on equity

(ROE)
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R-squared growth (winning value

strategy), 78—82

backtesting, 228

bell curve, 79

EPS growth, 79

4-week rebalance, 81

methodology, 78-81

multi-strategy backtesting,
229-230

parameters, 78

PEG ratio, 80

P/E ratio, 80

results, 81-82

well curve, 79

Zacks Rank, 78

Sales and margins:
parameters and methodology,
114-115
winning “all style” strategies,
113-115
Saving, tools, 203
Screeners. See also Screening
generally, 201
reasons for use of, 1
Screening. See also Backresting screens
advanced, 221-2325
automated rovustness analysis
(best case/worst case analysis),
221-228
for chart patterns and
consolidation areas, 192—195
exchange traded funds (ETFs),
281-282
getting started, 207-211
growth, 209
importance of, 1-4
for moving average crossovers,
145-147
price, 207-208
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ratings, 208
ratios, 209
stock screening for options,
274-277
stocks, for, 207-211
surprise and estimate revisions,
208-209
volume, 208
Sector and industry analysis:
exchange traded funds (ETFs),
screening, 281-282
new highs (momentum style of
trading), 50-52
Sectors and industrics, combining,
124-125
Zacks Ranlk, 124-125
Sharehe!aers equity, 82
Shert seliing strategies, bear
rnarkets, 235-241
debt to equity (D/E), 237
decreasing earnings two years out,
239-241
EPS growth rates, 240
P/E ratio, 237
put options, 274-275
Toxic Stocks, 236—239
Zacks Rank, 237, 240
Short-term moving average (10-day
and 20-day):
bearish example, 143
bullish examples, 142, 144, 147
Six points:
flags and pennants with, 164
rectangles with, 172
Sizing up market, 64—66
Small-cap growth, 55-61
average dollar trading volume,
57-58
market value, 56

methodology, 56-59
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parameters, 56
P/E ratio, 58
price to sales ratio, 58
results, 59—60
2-week rebalance, 60
winning growth and income
strategies, 105
Zacks Rank, 56-58
Spreads, 260-262
strategies, 276
Standard & Poor 500, 279-281
Statistics table:
automated robustness analysis
(best case/worst case analysis),
224-226
backtest report, 215-218
Stock performance. See Performance
of stock
Stock screening for options,
274-277
Stop losses, use of, 243245
Stop-out points:
ascending triangles, 157:<158
descending triangles, 161-162
flags and pennanrs, 167-170
inverted head 4nd-shoulders,
188—-189
rectangles, 174-175
symmetrical triangles, 154
wedges, 179-180
Straddles, 258-260
strategies, 275-276
Strangles, 258-260
strategies, 275-276
Strategies, trading. See Trading
strategies
Strike price:
buying time, 257-258
defined, 250
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Strong buy recommendations, Zacks
Rank, 20-22
Strong sell recommendations, Zacks
Rank, 20-22
Summary statistics table:
automated robustness analysis (best
case/worst case analysis), 227
Surprise and estimate revisions,
screening, 208-209
Surprise factor, Zacks Rank, 25
Symmetrical triangles, 150—155
downtrends/bearish, 151-153
failures, 154
identifying and drawing the
pattern, 151.-153
measured moves (minimum
pieficargets), 152-154
stap-out points, 154
up trends/bullish, 151-153

Technical analysis (TA). See also

Identifying chart patterns

application of, 131-148

4-week rebalance, 135

increasing price and volume,
132—-133

moving averages, 139—147

1-week rebalance, 135

parameters and methodology,
132-134

results, 134—136

TA and FA winners, 133—136

3 days up, price and volume,
136-139

trading styles, 14

3 days up, price and volume, 136-139

3 days down in price, 3 days up
in volume, 138—139

3 days up in price, 3 days down
in volume, 137
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Time value, defined, 251
Tools, 198-206
backtesters, generally, 201
backtesting, 203204
data items, 201-202
editing, 203
operators, 202
ranking systems, generally,
200-201
reporting, 203
Research Wizard (see Research
Wizard)
saving, 203
screeners, generally, 201
use, fast and easy, 202-203
Top stocks and industries, 122-124
Toxic Stocks:
debt to equity (D/E), 237
4-week rebalance, 238
methodology, 236-237
parameters, 236-237
P/E ratio, 237
results, 238
Zacks Rank, 237
Trading strategies, 33—3C
4-week rebalance example, 34
holding periods; cemibining,
35-36
once a month, 33-35
once a week, 35
Trading styles, 9—14
aggressive growth style, 11
“all style” style, 13-14
growth and income style, 12-13
momentum style, 9-10, 37-54
technical analysis (TA), 14
value style, 12
winning in style, described, 14
Type of stocks wanting to invest

in, 5—-6
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Uncovered call writing, 267-268
Uniform rank, 111-113
Upside factor, Zacks Rank, 24
Uptrend failure:
head and shoulders, 191
inverted head and shoulders,
191
Uptrends/bearish, head and
shoulders, 182—183
Uptrends/bullish:
ascending triangles, 155-156
flags and pennants, 161-164
inverted head and si.oulders, 186
rectangles, 171-172
symmetrical eriangles, 152-153
wedges, 175-177

Valu¢ and spark (winning value
strategy), 71-77

catalysts, 74-75
debt to equity, 74
4-week rebalance, 7677
methodology, 72-75
1-week rebalance, 77
parameters, 72
price to book ratio, 73
price to earnings ratio, 73
price to sales ratio, 73
results, 75-76
Zacks Rank, 72

Value style of trading, 12

Volume, screening, 208

Wedges, 175-181
downtrends/bearish, 176177
early entry failures, 181
failures, 178—180
falling wedges, 180
identifying and drawing the

pattern, 177-178
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measured moves (minimum
profit targets), 178-179

rising wedges, 177, 180

stop-out points, 178-180

uptrends/bullish, 176-177

Winning “all style” strategies,
109-129

broker rating upgrades, 118-121

earnings yield (E/P ratio),
125-126

finding growth and value stocks,
110-113

histogram rank, 112

methodologies, 111-117,
128-129

new analyst coverage, 121-122

ordinal rank, 112

parameters, 111-117, 121-122,
128-129

price targets, calculating, 127-129

price to earnings ratio, 110-111,
113, 125-129

price to sales (P/S) ratio, 116-117

rankings methods, expleiried, 111

relative price strength, 115-117

results, 117, 118-<119

sales and margins; 113-115

sectors and industries, combining,
124-125

top stocks and industries, 122-124

uniform rank, 111-113

Zacks Rank, 112, 115, 116, 120,
122-125

Winning growth and income

strategies, 97—-108
beta, 98-99
commentary, 106-108
current dividend yield, 100
debt to equity, 98-99
dividend attraction, 104—106
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EPS growth rates, 106
Growth and Income Method 1,
102-103
growth, described, 97
methodology, 98-100, 105-106
modification of strategies,
103-104
parameters, 98, 102, 105-106
price to cash flow ratio, 106
price to earnings ratio, 99
results, 100-103
return on equity (ROE), 98,
99, 106
small-cap companies, 105
2000—2007 veinners, 101
2000-2049 winners, 101, 103,
104
Zacks'Rank, 98-99, 102, 105
Winning value strategies, 71-95
cash is king, 8384
combined valuation screen,
94-95
methodology, 72-75, 78-81, 84
parameters, 72, 78, 84
PEG ratio, 92-93
price to book (P/B) ratio, 90-92
price to cash flow ratio (P/CF),
85-87
price to earnings (P/E) ratio,
88-89
price to sales (P/S) ratio, 89-91
results, 7577, 81-82
return on equity (ROE), 82-83
r-squared growth, 78-82
statistical analyses, 85-93
value and spark, 71-77
Writing calls, 276-277. See also Call
options
Writing puts, 268-273, 277. See
also Put options
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Zacks Rank, 15-25
aggressive growth strategies,
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beyond Zacks Rank, 27-32
Big Money strategy (momentum
style of trading), 3742
broker rating upgrades, 120
calculating, 18-19
compounded performance, 17
creation of, 17-18
decreasing earnings two years out,
240
distributions, 20, 22
earnings estimate revisions, 22
filtered Zacks Rank 5
comparisons, 29-31
filtered Zacks Rank, trading
strategies, 33
filtering, 27-3%
S5or4tol, 66-68
four factors of, 24-25
generally, 200-201
hold recommendations, 21
magnitude factor, 24
market versus, 15—17
meaning of rankings, 20-24
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results, 29-32
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surprise factor, 25

Toxic Stocks, 237
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upside factor, 24
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