Reviewed by Gyles of Elite Trader

An important note: Examples of reports were posted and are required to be

downloaded separately.

First Part of the Set of “Review of TradersStudio”

TradersStudio Concepts Part 1

Now, here comes the review of the TradersStudio. Firstly, 1 would like to thank Mr.
Murray for sparing time to explain my doubts and questions. He took many pains to

explain me the details and the power of TradersStudio.

His patience and feedback in explaining me the details impressed me. The amazing
part was that he himself approached to help me instead of the other way round. His

explanations have made me see what TradersStudio can do.

It shall look that I am spending more time with TradersStudio. However, | would
like to put this across the record, that till date Mr. Murray was the only one who

offered to help me directly (he did so via PM) and not the other way around.

Although, I admit that | got help for the other software, but the help was restricted
to the emails and help through forums. Thus, | could not get a very deep
understanding of the other products as I could get with TradersStudio just because
Mr. Murray’s’ help. The personnel of other software could have helped me out or

offered me more help.

In the following paragraphs, am mentioning the issues had addressed to him and
his explanations. Moreover, | shall be posting the review in around over 4-5 posts

for the convenience of all of you.

Now, I am going to overview my meeting with Mr. Murray and our discussion
regarding the product (TradersStudio). Mr. Murray had mentioned that he would be
doing an “On-Line Seminar on TradersStudio for Elite Traders members”
very soon. | hope that he does that soon as it shall greatly help people understand

the product.

1) He even commented on the reasons for not offering a free demo and

convinced me as to how offering a “free demo” is not worthwhile, if the
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Technical support is missing. Since, without the support, you miss out the
helpful, useful and maybe even the powerful features of any product (not just

TradersStudio).

2) A point that Mr. Murray pointed out before proceeding with the demo with me
was the “Core Concept behind the software TradersStudio”. It has two

layers, which are as follows:

The first one is the “Session Layer”, which is “a (one) system and a set of

parameters on one or more markets”.

The second one is the “Trade Plan Layer”, which allows multiple sessions to run
one bar at a time and pass information between them using a type of Object based
programming method, (just like Excel). Moreover, Sessions run one market at a

time.

Hence, when you put a session in a Trade Plan, it runs one bar at a time in
parallel and this is the “real power of TradersStudio” in the area of

applying Money Management.

3) Just to inform you all, that I have a programming background in Visual
Basic 6.0 version, therefore did not really find the TradersStudio language
tough. Moreover, it is a general view that if you are aware of any of these
languages: Visual Basic 6.0 or its earlier version, EasyLanguage or Excel VBA, you
shall be able to do programming in TradersStudio quickly and easily. It is not tough

provided your programming basics are clear.

4) Unfortunately, not all traders are programmers, so it might be difficult
and problematic. However, TradersStudio has a solution for this. It offers a
programming wizard wherein you can create system, indicators, and macros by
just using the drag and drop features and filling up of the templates. Instructions
for the same are given. The wizard has a basic set of templates. Moreover, you can

create your own templates.

However, it would be very nice if they could provide more templates

especially in the basic package. Mr. Murray has assured that he shall be making
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more available. Moreover, the Wizard is good enough for the beginners and

the intermediate system developers but not for the advanced ones.

It is different from the Trading Blox Programming wizard. It has more
power as you can create and develop your own ideas from within the wizard.

However, the Trading Blox has more built in templates.

5) I have noticed during my research of TradersStudio that some people complain
about its speed. However, in running the demo with Mr. Murray, it did not seem
to be the case. Both the Trading Blox and TradersStudio were about the same
speed, however, 1 do admit that 1 shall not know for sure until 1 test

TradersStudio on my own computer.

First Part of the Set of “Review of TradersStudio”

TradersStudio Concepts Part 2

1) TradersStudio has the capability of handling data from various sources, by
which we can assign groups and sectors to data added to the program. As an
example, we can add the stocks of S&P 500 and assign the same an industry group

for each stock.

Hence, you can use industry groups to create portfolios and sessions, which
systems and trading plans can access. This is a powerful feature as you can do

portfolio-testing, money management within a portfolio and sector analysis.

2) Another feature to note is the stock analysis including dividend support.
TradersStudio has many special features for equity traders. You can test your
system using split-adjusted data just like the other platforms or use the in-built

stock support, which allow you to combine data to get an accurate back test.

It provides special functions for developing trading plans for stocks including
features for money management as well as screening and concepts like Core Equity

etc.
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Moreover, as noticed that due to the portfolio level optimization you can develop a
system and optimize it on all the stocks (for example the S&P500). Moreover, it

comes with a NASDAQ stock trading system.

3) Optimization at the money management level is possible wherein one can
optimize the results across multiple systems using the same account. One can do
the optimization of the systems a) on the portfolio and view the results on a single
market or portfolio level (system level) and b) at the "Trade Plan™ money

management level.

A trade plan allows you to trade multiple systems wherein each of them can trade
on a single market or a portfolio using the same account. You get a complete set of
reports, like a session, along with other measures that apply to money

management.

4) TradersStudio can do multi-market back testing as well as multiple
systems back testing, which may or may not trade multiple markets. One can

combine these systems with money management.

5) Multi-data handling is also possible. Data from various sources like CSI data
including any vendor that can export CSV or other text format data and the classic

metastock format.

6) The Forex feature is something worthwhile. Although, many systems can trade
Forex by treating it as a futures contract, but TradersStudio has included the

“automatic currency rate”, wherein one can trade Forex in any currency besides
dollars. Moreover, the real Forex support includes the interest rate spread to

adjust daily equity.

7) The walk forward analyzer is an interesting feature wherein you can optimize
using various built in criteria was well as any user defined one you want to perform

your walk forward analysis.

Walk-forward testing is a specific application of a technique known as
cross-validation. It means that you can take part of your data to optimize a

system, and a part of the data to validate.
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In other words, it is the optimization of a segment of data to get the most
suitable/stable parameters of the system and perform the system with these
parameters in another segment of data such that these two segments of data do

not overlap.

8) One of the most powerful features of TradersStudio is the global macro
language which let's you automate anything which can be done from a menu and

dialog boxes as well as access any statistical information generated.

Using the global macros, you could put in your reports to Ms-Excel directly using

TradersStudio Ms-Excel link and get exactly what you wanted.

First Part of the Set of “Review of TradersStudio”

TradersStudio Concepts Part 3

Now, we shall continue with the concepts of TradersStudio. In this section, | shall

discuss the charting and reporting concepts of TradersStudio.

When we discuss charting in TradersStudio, we need to discuss the three levels of

charting.

First, you can chart each symbol in a session. You can also synchronize the
Trade-by-Trade report of each market and view them on the chart by just clicking

on the Trade-by-Trade report.

Next, TradersStudio supports all of the major higher end features of charting
applications like TradeStation; including “Custom indicators”, things like Show
me, paintbars and expert commentary in TradeStation. It also has a full collection
of drawing tools, text etc. You can plot child series on charts as well as the main
data series. TradersStudio also has over 100 built in indicators. Custom
indicators in TradersStudio run on the chart. You can see them run and they are a
little slow. If we are comparing the charts to TradeStation then TradersStudio falls

short. If TradeStation is a 10 then TradersStudio is a 7.5 to 8.0.
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On a positive note, at least they have addressed trying to deal with charts at this
level. Many other software, we have addressed to, their charts do not even reach a

3.00 compared to TradeStation. Some of them cost much more than TradersStudio.

Based on some e-mails exchanged with people and the above research it seems
that TradersStudio's charge has improved over time, for example the new “Quick
Chart” Feature allows you to chart any series of market even those that are in
different asset classes. This feature has made TradersStudio charts a lot more like
TradeStation, in that you can chart market and add indicators and drawing tools on

a workspace of unrelated markets.

Lastly, TradersStudio deals with analysis type charts. Some examples are Equity
Curves, Adverse Excursion, Distribution of Drawdown and many more. These types
of features are only available in the higher priced 3000.00+ packages besides

TradersStudio.

They have a variety of reports, which cover many topics like Intra-day reports,
Walk forward analysis report, Trade-by-Trade Plan report, Split and Dividend
report. Moreover, they have at present “Color Reports” that depict the indicators
in color along with text, making it easier to read and analyze. TradersStudio reports

are very complete and on par with the higher end packages.

Another issue with TradersStudio is the Translator. | had discussed this point
with Mr. Murray, who then conveyed the following to me. It is their desire to see
that the translator work to the best of its capabilities and to the users satisfaction.
They shall fix bugs they come across and as long as they can get code to duplicate
the problem. You all may have noticed several other posts relating to this thread
and the important part here is it makes all the Easy Language code

available, which the other products except of course TradeStation can not.

We shall cover in the next section some of TradersStudio's key features in more
detail. Although, we will not be able to cover the product completely, as | could see
a 2-3 day course would only scratch the surface of what TradersStudio can do.

However, it is not to say that TradersStudio is tough or hard to use.
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Please note that if you know how to use a spreadsheet (Ms-Excel) and
follow the step by step tutorial and manuals given at the TradersStudio

site, you should be up and running within a hour.
Samples:
A. Session level report, opening range breakout.zip

B. Percent margin plan, percentmarginplan.zip

Second Part of the Set of “Review of TradersStudio”

Part 1 of 4

One of the biggest advantages of TradersStudio is that it has specialized
features for trading each of the asset classes. An example of this in the case
of Futures is the automatic currency conversion so you can trade the JGB, Japanese
bond for example in a portfolio containing US future markets and have the session
have the correct profit and loss in US dollars. Not everyone trades futures so
TradersStudio has added these specialized features for other asset classes like
equities (stocks) and Forex. In this part of the review, we will discuss these

features.

Real World Equity Trading

Most of the equity trading world uses what is call split adjusted data. Stock splits
are issued from time to time to keep the price of a stock down where many
investors can afford it. For example if a stock reaches $100.00 a share, they might
give you two shares worth $50.00 each. This is fine but on a price chart, it would
look like the price collapsed. This creates major problems for trading to trade stocks
with a systematic approach.Hence, a concept called split adjusted data was
invented and is used as a standard in equity trading. In our above example,
we would divide old prices by two before the split and this would get rid of the gap.
This sounds like a reasonable solution until you realize that a stock like Microsoft

has split 288-1, so in 1986, the split-adjusted price of Microsoft is 11 cents, and the
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real price is $34.00. In order to compensate for this, stock systems used percent
return and when dealing with portfolios you need to buy the same amount of each

stock.
This creates many problems.

1. You cannot purchase Fractional shares in real life. For example buying

$1000.00 worth of Google, would be 1.3 shares, which you cannot do

2. You are limited to protective stops based on percent risk; you cannot use

technical stops or scale out of positions.

3. You cannot use percent risk sizing, because that would mean you are

buying a different amount of each stock.

4. You cannot answer the question, if | started with $10,000 in 1990, with a
margin account. I wish to risk up to 2% of my account on each trade and
divide my money into 10 positions maximum. How much money would |

have today?

TradersStudio developed a method to analyze stocks, which solved all these

problems and more.

1. You can view on a report the real entry and exit prices of your positions,

and view the splits during the trade as well as the effect of dividends.

2. You can even develop money management and screen out positions to
meet your requirements , for example trade a basket of 500 stocks and only

take positions for the top 10% based on relative performance.

3. TradersStudio can also handle advance concepts such as using CoreEquity to
size the trade. CoreEquity is how much money you would have if you were

ever stopped out of all your positions.

TradersStudio does this using three different data streams, Split adjusted only,

Unadjusted and Dividend only adjusted. Currently CSI data supplies these
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three streams of that. TradersStudio can also use this information to product a

dividend and split report.

Let us look at these reports. This is included in the attached file, which is an
excel file having reports as tabs. These reports are the outcome of the test system

run in this review. It consists of the following important reports as described below:

The first special feature is the Percent Summary Report. It shows the
profit/loss in percent return. Percent return is not just for split adjusted, it is

for both but it is the only thing you can use for split adjusted.

Next is the Normal Trade by Trade Report. It shows entries in split-

adjusted prices.

Next is the Trade by Trade Real prices Report. This uses the
TradersStudio inbuilt method. The split and dividend column states the splits

and dividend during the trade
Then Active Orders Report show with real prices for the orders

The next special Report for stocks is the Splits & Dividends Report. This
shows dividend paid and splits for the stock in the session with the dates

they actually happened.

TradersStudio care and detail is one of reasons why | selected this and
purchased it about a month ago. This is an example of why real traders need to
develop a platform. It seems that Trading Blox developed something similar,
however not complete. If we study the TradersStudio and the Elite Trader Forums,
we can see that Trading Blox added this a month after TradersStudio released this
feature, without dividend support in version 1. This is one example of where

TradersStudio is a leader in trading technology.

Sample TradersStudio Stock workbook, tsstocksystemsmall.zip

Second Part of the Set of “Review of TradersStudio”
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Part 2 of 4

In the earlier review, we discussed about stocks. Now, we shall discuss about using
money management, which is a method by which you can judge how much you
should or can invest in a market filled with uncertainty in order to maximize the

profits.

In TradersStudio, you can optimize money management in both Trade Plan
and Session Level. Moreover, you have the option to assign data like

S&P500 for this purpose and also use the same with Forex.

In Equity stocks analysis we had used a NASDAQ value as an Intermarket to trade
the basket of NASDAQ stocks, which sized the shares using the “split-level”
method. This is okay for a Session level trading (“buy-and-hold”). However, for a
Trade Plan level, it is better have the system trade a single unit and let the “money
management” calculations do the sizing. A session to demonstrate the same is

available in the software known as “TSStockSystem™.

In order to create an Equal Equity Trade Plan, there is an in-built high-level Trade
Plan in TradersStudio, which invests equally in each stock of the portfolio. You can

define different types of Equity like the following:
A. Normal Equity: It is the sum of “Current Equity” and “Starting Equity”

B. Available Cash: The sum of (“Current Equity” & “Starting Equity”) less the
(“Total Holding™)

C. Core Equity: The value of the account if all stops are hit at the same time.

Another interesting feature of TradersStudio is the Stock Screens. Here, you
can select baskets of stocks to run and view a few selected trades in the screens
using different criteria. However, the software can not directly perform the
screening at the Session level. You can do the same at the Trade Plan level by
canceling those stocks that do not meet the criteria selected for screening

purposes.
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The adding of screening to the systems is made simple by the low level functions
and sorting capabilities provided by TradersStudio. There are filters to use for

screening such as:

A. FilterType is “0”: A classic relative strength type filter where percent return

over Per Period is looked at.
B. FilterType is “1”: It is Volatility over Per Period.
C. FilterType is “2”: It lets the user develop custom relative measure filters.

However, having a “relative strength” as a filter might not work due to various

reasons.

Firstly, large cap stocks behave differently from small cap stocks. The best

example is that of the ‘Dogs of the Dow”, wherein the above worked well on the
Dow 30, but failed on the Russell 2000. This was so, as the “Dow 30” stocks are
strong, so there is no scare of them going out of business. However, large caps
companies do fail, for instance the WorldCom and Enron are the best examples.

Though, such cases are rare and drastic too.

Secondly, the bull market of the late 1990s was such that it was not possible to
beat the NASDAQ 100 stocks (all are large caps companies), due to the large

moves that occurred throughout the portfolio.

There is a reason for the bias behavior of the NASDAQ 100 index data, the
“survivorship bias™. It means that there are a number of stocks which have not
been included (like WorldCom) as they are under performing ones and not included
in the NASDAQ 100 listing. Thus, including only those stocks of the NASDAQ 100
index, means that the back-test results will not be accurate. Instead it shall be
biased and shall show more profits than actual as the under-performing stocks are

not included.

TradersStudio Stock supports a powerful method for money management
which is unique to it only. However, before explaining this, we need to discuss

the “Percent Risk money management in commodities”. In commodities

pg. - 11 -

Create PDF with GO2PDF for free, if you wish to remove this line, click here to buy Virtual PDF Printer


http://www.go2pdf.com

Reviewed by Gyles of Elite Trader

trading, the margin is the cash required to hold a position, which is generally a very
small percentage of the actual value of the contract. Thus, cash for margin is rarely

an issue no matter how small the risk is.

It means that if for example, you wanted to risk $500 on each Ten-Year Note that
is being traded; it would represent a very tight stop of less than the average daily
range. However, if you wanted to risk 2% of a $100,000 account, it would mean
that you could trade 4 contracts (4 times $500). Since the margin on Ten-Year
Notes is $1,800, the margin requirement would be $7,200. Thus, it can be
concluded that if you were trading 10 commodities markets with similar margin
requirements, you could trade aggressively on a margin basis but still have enough

money in your account to fund trading.

However, in the case of stocks, the situation is different as you need money in the
Trading Account. It means that if you are trading on stock “X”, priced at $100 per
share with a stop of $1. Now, if you have $100,00 in your account plus 2% risk,
you have enough funds after adjusting the risk to buy 2,000 shares of the stock.
However, the glitch is that you need $2 million to buy 2000 shares! Thus, the real
stock world is different. Hence, if we trade multiple stocks, we would be buying
different dollar values of stock based on how far the exit stop is from the entry
price. Hence, if we use a technical stop (like the lowest of the low in the past 3
days); the level of the risk on a percentage basis would be different. Hence, we
can conclude that “Percent Risk money management” does not work in

stock trading without advanced forms of analysis.

However, with TradersStudio you can handle these issues can be handled
properly, and this is the unique powerful feature mentioned earlier. Thus,
our analysis can buy based on Percent Risk but limit how much is spent to some
multiple of capital available. This number (limit) should be a maximum of 2-3 times

dollars available for a position, if equity was being divided evenly among positions.

The above is possible in TradersStudio with its in-built functions, a powerful money
management method provided for the stock traders. It allows them to limit the

number of markets traded and use Percent Risk money management based on
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correct dollars since it is defined for use only with TradersStudio stock data. It also
allows filtering based on relative strength. However, you can override the filter can

by customizing the settings.

Please note that using percent risk in stocks is a little dangerous because it
is possible to have the algorithm buy more shares of stock than there is
money available. Thus to avoid this kind of situation, a limit has been added to
the above which limits as to how many shares of a stock you can trade. It means
that with a value of $100,000 in the trading capital and a market portfolio of 100
markets, with an equal division of funds if the account were fully invested, position

size would be limited to $1,000 per position.

Hence, if 2% risk is assigned for a system, the position risk shall be $2,000. Thus,
if the stock is $5.00 per share, 2% risk means that we can risk up to $0.10 per
share. Hence, we can buy 20,000 shares. Therefore, what the algorithm is trying to
tell is that we can purchase as many shares of stocks as we have in funds. Thus,
the in-built limit prevents this situation. Taking the same case as above, if we were
to set the limit to ‘2,’ it means that we can buy only up to $20,000 of this stock i.e.
4,000 shares only (and not 20,000).

Moreover, the above can be viewed in the reports like the “Equity Report”,

“Summary Report”, “Annual Break down Report”, and “Yearly Report”™.

Thus, we can conclude that TradersStudio has incorporated the powerful
features and also overcome the shortcomings of money management in the
software. The simplicity by which we could do this was a plus feature along

with the screens presented.

Second Part of the Set of “Review of TradersStudio”

Since the length of this “Part 3 of 4’was too long to post in one go, hence, | have
split the same into two sections. Following is “Part 3 of 4 (Section A)” and the

post after this is “Part 3 of 4 (Section B)”
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Part 3 of 4 (Section A)

In the earlier review, we discussed about stocks. Now, we shall discuss about using
walk forward analysis, an important feature of trading and which is missed
out by many developers in the making of the software. The fact that TradersStudio
offers a well thought out process for walk forward analysis which ensures its

success in the future is admirable.

Walk-forward optimization is a process where the system values are optimized
on previous market data and then tested on test data (can be real time) which is
not part of the data selected earlier. Hence, we have two data segments, the
optimized one and the test one and both can be used to test the system accuracy
and consistency. Thus, in summary, when we roll the windows forward over time
and repeat the process, we only look at the test data for the results and do not use

the results of the optimized period.

Please note that both data sets are used in the Walk-forward optimization. Thus, we
can derive the parameters from the optimized set and use in the test set. After the
optimization of the test set, we need to re-optimize and roll both the time-periods
(relating to both data sets) forwards a given number of days for every set of days.
It means that supposing we roll the optimized parameters and the test period of
250 days forward. When we now observe the results, we shall use the results of the
test period in the reports. It means that if the “old parameters” had us long and the
“new parameters” had us short; we would exit at the end of the “old test period”

and wait for a new signal on the “new test period”.

The above is desirable since, we traders want one that has worked earlier and shall
work in the future. However, we traders are not programmers or developers to
know the system working, thus the developers need to take into account every
possible situation that can arise so that the system is consistent backwards and
forward. A system is judged as to how it performs on the test data and not the

optimized one.

Development of trading systems is complex and the developers need to make sure

that their system gives consistent results. However, trading systems test a set of
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data via different sets of trading rules and parameters, while it should be the other
way around, namely: testing same rules on different set of data. Thus, systems
developed by testing different data tend to fail quickly when they are traded
moving forward in real-time. This is a major and common problem in this type of
system development and is considered ““too few degrees of freedom”™
(statistical term by mathematicians) or the “curve fitting” (a trading

term).

Hence, in the above testing, where same data is tested using different parameters,
the “degrees of freedom” of the results are reduced. Although, using historical data
does improve performance, but it reduces the chance that these measures shall be

profitable in the future.

Hence, a question arises as to how to develop a Trading System and maintain a
reasonable “degree of freedom?” The simplest way is to use “out-of-sample
testing”, i.e. the data series is divided into two segments covering different time-
periods. The system(s) are developed using the first or “in-sample” time-period and
then the system(s) is tested to see how it performs on the second or “out-of-

sample” period.

Thus, one test is performed on the “out-of-sample” data irrespective as to how
many ideas are tried on the “in-sample” data. The “degrees of freedom” are
preserved and the “out-of-sample” performance provides a much better indication
of real-time system performance. However, there is a point that every time the
testing process is repeated with a different system, the “degrees of freedom” are
lost. If enough testing is done using the data, the “out-of-sample” data becomes

part of the “in-sample” data and the advantage of this method of testing is lost.

Coming back to “Walk-forward testing”, it takes the idea of “out-of-sample” testing
to the next level, like an “out-of-sample” testing for steroids. The same can be
clarified by an example. We have 12 years of data extending from 1995 to 2006 for
the markets that we want to trade. We shall assume that our trading strategy

needs a minimum of three years of data for testing and optimization.
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Now, we develop and optimize the system in as many ways we wish to using the
period of 1995-1997. When we find the optimum method, record the strategies,
rules and parameters for future reference and testing with new data for the period
from 1998. Now, in the same period, shift the time period to a month ahead, so the
first month of the earlier period is left out. It means that if started from Jan ‘95,
now start from Feb ‘95. The same process of optimization is to be done and record
the rules once more which shall be used in the next month for the period after

1997.

The same process to be repeated till we cross the period of 2006, after that we
need to re-test the system as a whole, for the entire period from 1998 to 2006,
using the rules and parameters recorded earlier. Now, here we are in fact doing a
“new out-of-sample test”. Hence, the system performance for these sample
years shall be a much better indication of how a system will perform in real time

than the performance of any single time period used for optimization.

Please note that taking the above assumed time periods (three years for system
development and one month for the walk-forward interval), was simply a trade-off
between optimization time and statistical validity of the results. Practically, it was
found out that using about 20% of the optimization period for the walk- forward

window worked reasonably.

Moreover, time periods can be different, saying a 10 year period is taken with 1
year shift and testing phase is done accordingly on whole system and in 1 year shift

phase.

Second Part of the Set of “Review of TradersStudio”

This is the “Section B of the same part “Part 3 of 4.

Part 3 of 4 (Section B)

Advantages of this Walk-forward optimization process are:
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A. If the above results (*out-of-sample” months) turned out well, the
same walk-forward process can be used in real time to find the parameters

to use with real money.

B. Our system shall better adapt to changes in market behavior over
time, since the markets do change with time. Many systems worked well for

years but failed when markets changed.

Walk-forward testing is a hot topic and has many issues to be addressed

such as the following:

What if the optimal parameter value changes as the testing moves to a different
time window, how do we change the parameter used in the “out-of-sample” walk-
forward period? If a parameter value changes from “20” to “22,” it is not much of a
problem but if there are two peaks with one at “20” and the other at “50” and the
optimal value changes from “20” to “50” on a single walk-forward step, what value

do we use?

The above problem is called “transitional trade” or “boundary trades” in walk-
forward analysis and is easily taken care of by TradersStudio by setting up a

“transitional trade” that is handled by different rules.

An important point to note is that we cannot expect walk-forward results to be as
impressive as the results from in-sample optimization. It means that if the results
from walk-forward testing are 50%-75% of the in-sample testing profits, it shows
that the system is working as expected and gives realistic numbers as to how the

system will perform moving forward in real time.

Moreover, it is imperative to understand that the “out-of-sample performance” is
used to judge how good the system is. However, a major problem with doing this
type of testing is that there is currently no software (except TradersStudio)
available that does walk-forward optimization. Hence, the fact that

TradersStudio provides for this is a big advantage.

Thus, the powerful features of the TradersStudio walk-forward optimizer

are:
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A. It has numerous options, like a length entry for each optimization window
plus the length for the out-of-sample run window. It also includes the

variable search criteria for isolating the best parameter set.

B. It can also be used to generate orders for the next day trading and can

be used for much more than just back-testing.

C. We can also optimize the best system walking forward by using
“Optimal f’ as the search method. “Optimal f’ is normally used as a
money management methodology, but it has the trade distribution of the
system and gauges system performance. A higher “Optimal f’ value means
that the system is performing better. Using “Optimal f” as an optimization
search method illustrates that it is possible to create complex measures of

performance and use them in a systematic walk-forward testing approach.

D. The ability to export the trade history TradersStudio has run as a system

to recreate the results.

E. Moreover, it uses the “Export Trade-by-Trade technology”; it produces a Text
file that TradersStudio can use to recreate a full normal system run. Thus, a
trade plan can be imported to our walk-forward analysis with a little

macro programming.
F. We can export the Walk-Forward trades.
G. It can work on a single market or a portfolio of markets.

Besides the above features, the Walk-Forward test shows many useful reports as

described below:

A. The Walk-Forward Periods Report shows the start and end dates for the
trading and the run out-of-sample periods. It also shows the Net Profit,

Percent Winning Trades, and Drawdown for each time-period.

B. The Raw Trades Report shows all trades for the trading period and the run

period for each window.
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C. The Clean Trades Report shows only the out-of-sample trades with the

boundary points between resolved trades.

D. The Clean Trades by Period Report labels each walk-forward period and
all transitional trades. This window tells what parameters were used in each

walk-forward session and how the boundary trades were handled.

E. The Active Order Report shows the orders to be placed for tomorrow’s

trades.

It also provides for Charts like the “Start Trade Drawdown” and “Underwater

Equity Curve”.

Thus, a simple conclusion is that although, “Walk-forward analysis” is an important
and powerful requirement in Trading Systems, it was not available in any of the
products, until TradersStudio included it. TradersStudio present version 2.5 has
a fully integrated walk-forward analysis program; a major plus point over
the other software. Moreover, it is imperative to have this as with the present
changing markets; we require walk forward testing to develop reliable and robust

systems.

Hence, this is another reason, why | chose this over the others.

Second Part of the Set of “Review of TradersStudio”

Part 4 of 4

It has been noticed that many back-testing platforms claim to support Forex
(Foreign Exchange) currency trading, however many issues have not been dealt by
them. For example, the margin of an account is based on the leverage that the
account was set up with i.e. the margin for ‘Trader A’ can differ from that of ‘Trader

B.
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Moreover, in present times and new trading conditions, it is at times overlooked
that trading Forex is entirely different from those of trading futures or equities as

seen below:

A. The exchanges markets manage what is viewed as the historical data
bank, while in Forex each broker maintains their own historical database and

trade in isolation.

B. Moreover, the retail trader’s order is sold at the ‘bid’ price and bought at
the ‘ask’ price i.e. the spread is in ‘pips’. This is the way these broker(s)
earn instead of the commission charged on a per trade basis like futures or

equities.
There are many issues to be dealt with trading Forex, as follows:

A. The sources for composite Forex data like E-Signal Forex with its
composite quote of multiple Forex brokers and banks. It has a problem as
the broadcast price is based on an average bid (or offer) making it possible
to have a trade that occurs outside the daily range since that range is
composed of average bids and offers while a fill may be at the actual highest

ask or lowest offer of the day.

B. The margin is not established by the exchanges. It is possible to
establish an account with a pre-arranged leverage level, which can be as
high as 400 to 1 for some brokers and lot sizes can vary from full lots to

various sized mini lots.

C. Forex trading involves pairs of currencies. The first member of the pair is
called the base currency and the second member is called the quote
currency. The value of the pair at any time indicates how much of the quote

currency is required to buy one unit of the base currency.

Thus, Trading Forex requires the currency conversion like trading foreign futures
plus the interest profit or loss if trades are held overnight. If you wish to calculate
the interest incurred by a trade, you need two rates, the rate for the “base

currency” (B), and the rate for the “quote currency” (Q).
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Thus, considering the above pair of currencies as “B/Q”, the following

possibilities exist:

1. If the trade is long “B/Q”, interest is received for borrowing ‘B’ with the
rate determined by ‘B’s’ borrowing rate. Interest is charged from the lending

interest for ‘Q’ determined by ‘Q’s’ lending rate.

2. If the trade is short “B/Q”, then interest is charged from the lending

interest for ‘B’ and received the borrowing interest for ‘Q.’

In both above cases, the difference between lending interest and borrowing interest
or swap is incurred. If lending interest is greater than borrowing interest,
then interest is paid to us; else, an interest cost is incurred. However, to
calculate the difference, both interest values need to be converted into the account
currency. If the account currency is the same as either the base or the quote

currency, then no conversion is required for that currency.

Please note that for a particular currency, the borrowing interest rate is always
higher than the lending interest rate and interest applies if a trade is held overnight

(considered as 5 PM EST time).

As a conclusion, for Forex trading, you require historical data provided by
your Forex broker if you want realistic results. You also need to include the

effects of interest rates on your trades, which can be sizable.

Mostly, Forex brokers allow data to be downloaded in .CSV file format. Some people
trade, called the “End-of-Day Forex”, wherein they place their trades around 5

PM EST rollover time.

As seen in the earlier reviews, among the many other features of TradersStudio is
that they have designed Forex trading in such a manner that it addresses the issues
(mentioned above), which people dealing with Forex Trading wish to be addressed

to. However, the same is not the case with other platforms like TradeStation.

Thus, the issues addressed by TradersStudio are:
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A. Relating to the borrowing and lending rate, so that we can see how our
system profits are affected by the cost of carry. Thus, if we have a Forex
system which holds trades for several days, this effect can have a 20%-30%
effect on the final profit or losses, not a small margin, if you see. Moreover,

the effect is more, if the system is for a longer term.

B. Relating to the money management. Thus, when we apply the same to
Forex, the margin is based on the leverage applied to the account. Moreover,
TradersStudio allows the setting of the same when a session is set up. In
addition to this, we can set up the data to use a given pip spread and even
add slippage and commission in pips if required. Hence, the results of the

system are shown in both dollars and pips.

As noticed that TradersStudio is an offline product that supports intra-day

back testing. It has the following features:
1. It supports back testing using daily Forex data and Intra-day data.

2. While setting up new Forex data in TradersStudio, you can add the data

and configure the same.

3. It has standard reports available for Forex analysis, like the Active
Orders report, Monthly Breakdown, Annual Breakdown, Correlation Report,
Custom Report and Color Report. Others include the Summary Report and
the Consolidated Report. The consolidated one is similar to the Trade-by-
Trade Report for futures trading plus an interest column calculated which is
used to adjust the trade P/L based on whether interest was earned or paid.
This report is in dollars. Another report is the Trade-by-Trade Report for

Forex in “PIPs”.

4. Reports shall be different from the Trading ones as the working of the
Forex Traders are different from the others as they do not use dollars or

percents. Instead, they use ‘PIPs’, (like a ‘min move’ in futures).

5. It also has futures settings, which allows you to create a setup for “back

testing or forward testing Forex systems”. Hence, it is possible to assign an
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exchange file (sometimes two are required, one for the minimum move value
and other for the margin) to a pair that allows an accurate calculation of
returns for pairs that do not have the U.S. Dollar as the quote currency.
These exchange files are regular Forex files, which can be used for used for

back testing.

6. Once more, it is emphasized that for real-time operation, the data source
needs to be updated continuously. If a particular data source is associated
via a Data Universe with a particular symbol, then it should be possible to

determine the necessary exchange files (or data sources) automatically.

7. The above can be clarified by the following example, supposing, the U.S.
dollar is the currency of the trader’s account. Then, we need the data for the
“guote currency” against the U.S. dollar for the calculation of the Min Move
Value and the data for the “base currency” against the U.S. dollar for the
calculation of the Margin. The operation is determined by the position of the
U.S. dollar in the pair. If it is the base currency, the calculation is to divide;

while if it is the quote currency, the calculation is to be multiplied.

8. Pinnacle Data CLC database, includes the “End-of-Day Forex and Interest

Rate Forex files” in the TradersStudio special version of the CLC database.

As a conclusion, although at present the TradersStudio is not real time, it
can be used only for the “End of Day Forex Trading” i.e. we need to enter
the trades at around 5:00 pm (the standard for End of Day). However,
when TradersStudio does becomes a real time product (which it shall be
very soon), it will be a very powerful Forex tool, as the real world issues

dealing with the Forex Trading has already been addressed with.

Sample for Forex, forextest.zip

CONCLUSION
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Now, the much awaited conclusion of the whole thread is as follows. | did realize
that the thread and reviews are becoming too long and thought of winding it off
fast, so that we can discuss the working of TradersStudio more practically via

examples.

We have reviewed many trading platforms namely in this thread Getting Started

Developing and Trading System

(http://www.elitetrader.com/vb/showthread.php?threadid=104393)

AND

Deciding on a Backtesting and Trading Platform

(http:Z/www.elitetrader.com/vb/showthread.php?s=&threadid=108534)

However, as a note it is important to understand that several factors determine
the choice of the product selected by you; such as whether you are trading
“Intra-Day” or using “End of Day” data, how much money you can afford to spend

on purchasing any software etc.

Now, each of the products reviewed has it own plus and minus points and to refresh

the memory I am enclosing the links of the same:

A. TradeStation
(http://elitetrader.com/vb/showthread.php?s=&postid=1666895#post16663
95)

B. Metastock
(http://elitetrader.com/vb/showthread.php?s=&postid=1666908#post1 6669
08)

C. Trading Blox
(http://elitetrader.com/vb/showthread.php?s=&postid=1666935#post16669
35)

D. AmiBroker
(http://elitetrader.com/vb/showthread.php?s=&postid=166696 1#post16669
61)
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E. TradersStudio

1) First Part of the Set of “Review of TradersStudio” (TradersStudio

Concepts Part 1)

shttp://www.elitetrader.com/vb/showthread.php?s=&postid=1709185#postl
709185

2) First Part of the Set of “Review of TradersStudio” (TradersStudio

Concepts Part 2)

shttp://www.elitetrader.com/vb/showthread.php?s=&postid=1710942#postl
710942

3) First Part of the Set of “Review of TradersStudio” (TradersStudio

Concepts Part 3)

shttp://www.elitetrader.com/vb/showthread.php?s=&postid=1714584#postl
714584

4) Second Part of the Set of “Review of TradersStudio” (Part 1 of 4)

shttp://www.elitetrader.com/vb/showthread.php?s=&postid=1742244+#postl
742244

5) Second Part of the Set of “Review of TradersStudio” (Part 2 of 4)
:http://elitetrader.com/vb/showthread.php?s=&postid=1789227#post17892
27

6)_Second Part of the Set of “Review of TradersStudio” (Part 3 of 4-
Section A)
:http://elitetrader.com/vb/showthread.php?s=&postid=1791978#post17919
78

7)_Second Part of the Set of “Review of TradersStudio” (Part 3 of 4-
Section B)
:http://elitetrader.com/vb/showthread.php?s=&postid=1792009#post17920
09
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8) Second Part of the Set of “Review of TradersStudio” (Part 4 of 4)

:http://www.elitetrader.com/vb/showthread.php?s=&postid=1796344#postl
796344

After we go through each of the reviews, the following few points become apparent:

A. Firstly, if you desire a real time product, then TradeStation would be a good
choice despite its weakness. However, it would not have been the case had

Trading Blox or TradersStudio also had real time support.

B. Secondly, supposing that you are interested in trading system and in 100%
objective methodologies, then Trading Blox and TradersStudio are your two

best choices.

Now, if we were to compare “Trading Blox” and TradersStudio”, the following points

arise:

A. Trading Blox is a pure system platform, however its’ chart support is weak.
TradersStudio charts are good, however might not be as good as
TradeStation, but close enough in terms of its features like, expert

commentary etc. which is supported by TradeStation.

B. On the basis of System Testing and Development, both products are about
even. However, TradersStudio has better add-in support plus the useful

feature the “Walk Forward Testing”.

C. Considering the price, here is way the main disparity occurs. TradersStudio
cost $ 599.00, while the comparable version of Trading Blox cost is $
2995.00. Thus, the price made a big difference in the final decision.
Moreover, | have worked with the Trading Blox demo and at present own
TradersStudio. | found out in my research that TradersStudio can do
anything which Trading Blox can do. Moreover, | find TradersStudio more

flexible.

At present, I am planning to my System Development Research and shall use

TradersStudio for the same. As a conclusion, | would like to say that based on the
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research done in the past few months or so, 1 have found a suitable product i.e.
TradersStudio.
I find it suitable as:
A. It delivers what it says
B. Its features are a lot more than what one might expect at its price.

C. Itis also the only product reviewed so far, which comes with Printed Bound

Manuals (this made researching easy).

D. The best part is their customer service and technical support very good,

much better than I could have expected (as it is a small company).

As a whole, 1 am satisfied and happy to have purchased TradersStudio.
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