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Automatic Chart Pattern Recognition is HERE!

Profitable Patterns Appear
Automatically!

It has often been said that a picture is worth a
thousand words. It may in fact be worth thou-
sands of dollars.

When CPRM2 is activated, a large number of
Patterns are identified for each chart. You can
see ALL the Patterns by selecting Strength=1

(see article, next page).

For the charts on this page, the Module was acti-
vated at Strength "5" which told it to ONLY
identify and display the Patterns with the greatest
strength and the highest probability for success.

One Picture can be worth

thousands of dollars.

The Pattern Recognition Module is based on a
20-year Patterns Database. This database is used
to determine Pattern strength for Patterns as they
appear. There is no optimization and the Pattern
Signals never change.

Never before has this kind of tool been available
to individual traders. With CPRM?2, you can

automatically confirm your OmniTrader Signals
with the best Chart Patterns.

How much is this information worth in
your trading?

ABC shows several additional examples of Patterns identified
by CPRMZ. Resistance is not always obvious in day-to-day
trading. CPRM2 finds the prime opportunity zones, like the
two Resistance Breaks marked on this chart. Volume Trend
is a powerful "continuation" Pattern. Again, it is important to
note that these are all Strength 5 Patterns—the most prof-
itable opportunities based on matches in the Patterns
Database. More Patterns can be generated at lower strength
settings with a single click in the Patterns toolbar. (see article,
"lt's the Strength that Counts" on the next page).
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This chart shows several Strength 5 Patterns identified by CPRMZ. Pattern Signals
appear as "dots" in the chart at the point the Pattern fired a Signal. In this chart for HP,
we see a Trend Line Break in September, a Consolidation Breakout in early November
and a sharp reversal at a 38% Fibonacci Retracement in January—all profitable.
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How We Solved the Chart Pattern
Recognition Problem

It's actually not that difficult to st "find
Patterns.” The HARLD part 15 finding the good
ones, ¥When we cested the Chart Pattern
Recoprmition Module, we took 2 different
approach that truly does “separate the wheat

from the chaff.® Here's how we dad .

Finding the Pattams: First, we painstakingly
wrote code to recognize each of the ¥ Chart
Patterns that | teach in my serminars (::ip?,
Support/Resistance, Saucers, Fibonacci
Retracement, Volume Climax, Consolidations,
and Trend Lines, plus Candles. This took many

months to complere.

Measuring the Patierns: We characterized each
Pattern according to visshle eriteria such as Trend
Line rouches, angle and 3o on, similar v what
Thomas Bulkewski did in his book, “Trading
Classic Chare Patterns” (except that our factors
are different).

Ranking the Patterms: YWe then found all Patterns
in the gtock market over 20 YEARS of market
data. For each Pattern variation {such as, a Lower
Trend Line with 3 touches and a slope of 20
degrees) we saved off accuracy and profitability
statistics in a Patterns Database.

From this information, we were able to define
Strength Batings from 1 to 5. The 1" rating
shows "ALL Parterns™ while a "5 rating shows
the best Parterns according to profitability.
Each Pattern has its own strength rating factors
that are user-adjustable (see Features, page 8).

The result is an automatc ranking systerm that
allows us to only show the BEST Patterns (or
ALL Parterns if we want mare general eonfirma-
1'i|:|-|1._:l. An L'.'I::-II'HIIIII:' of Patterns at different
x!mnﬁtlls & ghown at the rigl.'ﬂ. Yo can see ﬂm,
at Strength 5 virtually all the Patterns were prof-
itzble. The Pattern Strength Rating system sepa-
rates the most profitable Patterns from the

medioere ones and s totally unique o CPRMZ.
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Afrer studying the market for 25 years, | have
come to the conclusion that 7 Parterns are

U RO Rk for |:|.r:||.ﬁ:|‘|:|:|i.|:u.; vechnical Sigrmls.

I discuss these Patterns in my bl The 7
Cvard Patierns that Consstently Make Maoney.,
Each Pattern identifies and takes advantage of
I.'!-]:'D'I.'i.ﬁ'..' pavchology in the market.

Support (or Resistance) is o price
that buyers and sellers have “agreed”

* on as proper vilue for a stock. As
price approaches 2 Support level, buyers
incresse. Because there are more buyvers than
sellers, price "bounces™ off the Support bevel.
Sometmes, however, price will "doop™ through
a clear Support level. A steep decline oocurs as

mare sellers dump their holdings.

Trend Line Break

Trend Lings are mwnri.:ll_l.' :ln-pﬁ']

Support or Resstance zones. Trend

Line Breaks offer powerful confirma-
tion of & move, especially if the line is well-
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formed and obvious to the market, Simalarly, as

price approaches 2 valid Trend Line and revers- This chart for ABK shows several kiy Patierns identified by CPRMZ. Often, multiple Patterns

5. the market sees the reversal and reacts to it will firg in raped successson, such a5 the Aeversal Candie and Trend Lime Bresic that occied
E'-::li:n P T ST ml:"_;] in March. ‘When these Patterns: occur with an OmniTrader Signal, the highest level of confe-
e : S ; mation is achisved

Saucer Patlerns are fairly rare, but show us & smooth transition in price from down to up. Market participants see the
srmnnth ;lungn in trend and hq.ll'in h'.l.].'i.ng in .il'll:li.':.l'lll:ll'ln of n fn]lnw-lhrnugh. :'Iug.iin, 3 :r:'lzl'-:ﬁl.'lﬁl'l:.ng hehaviar,

Fibonaccl Retracements demonsirate an interesting aspect of human psychology. As markets retrace 38%, 509 or 6%

E‘ of a prior mowe, buying or selling will come in as the participants anticipate 2 reversal,

Price Gaps indicate sudden changes in supply or demand. If there is good news, for example, a lot of buyers (or sellers,
if the news i bad) will enter orders during the overnight sesstion. When that happens, 3 price gap forms. These imibal-
ances in supply or demand are indicative of internal pressure and further price movement.

Volume ClimaX is another interesting phenomenon that T discovered several years ago. As price reaches a low (or high)
point, volume can pick wp. 1f at a low, this occurs because more sellers are "giving up” and selling. As price starts to
reverse, there are few sellers, so it takes very little pressure to rally the stock

o il .

Consolidations arc very powerful and predictive Patterns, When a tight range forms, AFTER a significant move up or
down, we look for a break out of the range as a highly confirmed sign that a continuation move will occur.

Candle Patterns arc idenrified with strengrh values assigned based on performance. It is uncanny how offten bullish or
bearish Candle Patterns lead to a reinforced miove in the miarket.

Examples of these Patterns can be seen throughout this newsletter. CPRM? offers a comprehensive, accurate package for identify-
ing the most impartant psychological Chart Parterns.



Chart Pattern Recognition Module” Helps
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You Quickly Find Profitable Trades
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strength. Only want the best Patterns?
Set your Serength to "3" and sort the list
on the Sig column,
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&0 strong, it s worth taking on its own
B e e T merit, CPRM2 is 100% automated,

which makes it a breeze to use.
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[ 1 n “The Pattern Recognition is
e M ™ awesome! It shows Patterns
o \ ) :&gr ! f.:w:iufa’ never have seen
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Note how many of these Signals are profitable—especially the ~ ary. Race

Fibonacci Retracements and the Gap Signals. The Focus List columns
help you quickly find DmniTrader Signals that are firing with a Ghart
Pattern; ook for green Signals confirmed by green Patterns and red
Signals confirmed by red Patterns.



Plus MORE Advanced FEATURES

P E &t Pathen Seitings [ ]

Right Edge Control
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This provides masdmum fleability of Pattern display: Ty b0 Dipley
When you are trading, you will only want to see the = A  Fighl Edge Onie Mot Pecend Mo
Right Edpe Patterns, But when you ane studyng, you Euysrlard Dvsplan S olirga
will want to see 2ll of them, With CPRMZ, you have Agsislarl Teot Cotoe _ Change.. |
virtually unlimited Bexibility in bow you view the tags Fight Eige Dinplap Seltings
and Patterns thar are displayed in the charts, Munbes of Bars [Tolssrce}  [5  Dsplay Formng Patiors

Phvet Puirts o Display
Customizable Strength Levels ", *fl -.rwl pw.l
The Patterns Database containg the strength of all Fiborisess Inchesbars e Diplay
Parterns based on the historical performance of thou- " Ghot ™ Medum [ Lorg
sands of stocks over a 20 year period. By clicking the E""'"_I Clos ]

Strength button on the Patterns dialog bax, vou can
sce the Strength definitions for all the Parterns.

Those users who want to alter the constraints for 4 given

A A
Ll 5 cport and Fecatancs B

strength rating can do so quickly amid casily. For cxam

ple, if you want Strength 5 Support and Resistance

Patterns to be those with a Minimum Profit of 1096, SRR, A v SR P D?"; -‘-""ELE """“?:? 'Maﬁ' "“TB":
change the Min Profit entry to 10. From then on, only 2 £ 2 EEs gam 45 ES i
Parterns which historically show a profirability of 10% E 5 4 1 mAn €51 1316 L

) s | i T | 5 B T TAET arr 15049 13
{or mose) per trade will be shown in the Charr and I s E & 7 TR 087 1ERE il

Focus List when Swength 5 is selectexd,
Cocel | o |

|;.'-|"'|."'..f'--1:3 ix the 1:l|1|._gr Patrern Hnﬂm;i‘.itm syslcmm thiae has

a Strength Rating system. The fact that it is configurable Each Strength Rating can be configured by adjusting the Min Hits and
Iiin Profit columns. Min Hits is the number of samples of a given
Pattern that must meet the Min Profit requinement in order 10 display at

the given strength

rcanis you can st the system to show precisely the kinds
of Patrerns _1_.'-|‘.'l|.1 wank o $ec at Ly SIII.'I:I:Efl'I level. This

is useful for those who (for example) only want to see

Candle Patterns if they are very profitable, but want to
see ALL consolidstions. With CPRM#, WML T St i

just the way you want.

In this exarmple at Sirength 5 (with Min Hits of 5 and Min Profit of 8%),
we have 27 Pattern vanations that were 72 8% accurate, with AL E
profit of 10.6% and APR of 168% over an averape trade of 14 bars,



Forming L-ina - Set
Buy Stop at 14 1/2

11 i' Also Displays "Forming" Patterns

®
[ " ___'_'J i The Forming Pattern feature of CPRM< can
TSR help vou enter trades carly by setting stops
it hl Lokl o LI!I.-L T PRGN [ g1 above or below a forming line for trade entry.
Forming Parterns are shown as grey lines, as
C = x| - shown in the first image to the left. The visi-

ble right edge of the chart shows the "Forming
Patterns”™ that would have been visible on the
right edge. As soon as the Pattern forms a true
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{J h uhf F‘ e F below (or above) the same bar,
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Line turns green at break
™

I w - tag Forming Patterns can help 2 great deal in your

prospecting, For example, you might notice

M“‘I = that & Trend Line has formed, but that price
3 . . has mot broken it vet. One way to take advan-

t!f‘arJ tage of this is to establish 2 Buy, Stop Limit

n order at the point the line might be violated

|| et L the next day, thereby getting an eardy entry
i g e N e ] LA ahead of the actual break.
=SS Forming Patterns gmve you more information

T MPe
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ghout the setups that are ocourring in the

market, This "heads up® prowvides better
50% Gainl ;;P clues about what the market i hikely to do—
e especially in the case of Consolidations and
r i Trend Lines,

2 1. g
: - To our knowledge, CPRM? is the ONLY
B - - Pattern Becognition tool with the Forming
- I&F;‘. e — ; - Pattern featwre.
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