Nimble Short Term Investing

Nimble Short Term Investing
and

Today's Stock Picks

Robert Brain
Fabruary 2015

Todibax

Phow chart prrnene P undeteng
Foiey LAY Mk :
i ) e

1o v ot Pk S

T Copprghl 33040 BuimAR Bruen, Braiep's L Mard e Tomlen s - e m

- Introduction
e

Thought starters...
Let's think about the following for a minute:

1. Why are we really here?
(networking, social chat, leaming, more profit?)

2. Are we serious about improving wealth?

3. Are we happy with income returns
at the expense of capital growth?

4, Do we enjoy searching for investments,
and the research decision-making?

- Introduction
e

Our 10-year performance?

How was our investing performance:

* Inthe last 10 years?

+ In the last 5 years? or the last 3 years?

= lIs any income “enough™?

+ Are the capital improvements “good enough™?
What about:

« s it easy to pick a “profitable” stock?

* Do we have many losers/duds?
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- Intreduction
e

Conventional investing wisdom?
Is there anylhing wrong with any aspect of;
(a) The long term buy-and-hold approach?
(b) Focusing on good earnings growth?
{c) Hunting for good dividend yield?
(d) Buying stocks with a low P/E ratio?
This might depend on your investing:-

* Objectives: * Constraints:
« Capital growth * Investing honzon
* [ncome + Risk lolerance

- Introduction
e

Would you like to have:
= More investments with good capital growth?
* Fewer capital killers?
* More confidence with stock selection?
= Clearer or better risk management strategy?

- Introduction
e

Some sad facts
(a} The Aussie market fell ~50% in the GFC
(b) Some stocks fell less, some more
(c) Some stocks have recovered, and some not

(d) Some investors are stil
holding “capital-killers”

(e) Stock-picking today for the medium to long
term is somewhat hit and miss ‘@ :

(M) Successful strategies 10 years ago,
might work no longer.

(c) Copyright 2014-2015, Robert B Brain




Nimble Short Term Investing

- Intreduction
e

Today's Agenda

1. Are we happy with our current investing
approach and stock selection methods?

+ Pause to contemplate. .

2. Nimble Short Term Investing is one alternative.
« Lef's explore this approach,

3. Possible winning stocks.
= Use the Nimble approach to find stocks.
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- Introduction

About... Robert Brain

Nimble Short term Investor
consultant, educator and part-time* share frader
web-based sharemarkel-support business
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- Introduction
e

Fundamental vs Technical?

Where do you sit?

100% 100%
Fundamental Technical
- Part Fundamental > .
and

Part Technical
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- Intreduction
=

Important Notice — No Advice!
= This presentation does not include any advice.,

= For proper advice, your personal financial
situation needs to be considered. @

+ This presentation is pure education,
only for your general awareness.

* There are no recommendations to take any
action, or to invest any money in any way.

+ Always consult a properly licensed advisor
before making investment decisions.

- Introduction
e

Important Notice
ﬁ

- Introduction
e

Interactive...
» Please ask questions.
*  Let's discuss details.

*  Any price charts prepared
with BullCharts software.

[ ]

_

anl www.bullcharts com.au
BullCharts

Evary chart tells @ sfory.
i pays to understand the sfories in the charts

b Simie T#
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i3 Nimble Short Term Investing
=

Nimble
Short Term
< Investing

i3 Nimble Short Term Investing
=

There are many possible
investing strategies.
And many are “right”.

Here is just one approach:
Nimble Short Term Investing

(it might challenge your beliefs)

i3 Nimble Short Term Investing
=

Nimble Short Term Investing

This refers to a particular invesling style
for investing in the equity market
(the share market).

It adopts specific views
and interpretations.

Some of it's underlying principles
challenge conventional wisdom.
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-, Nimble Short Term Investing
e

Investing objectives

1. Short to medium term capital improvement
{days, weeks, months; and
maybe for years but not necessarily).

2. Maximise returns by
optimising the entry and exit
(ie. time the market).

3. Protect capital from downside risk
by using an active approach.

4. Investment income (ie. dividends)
is not important and will not be a distraction.

T
s —— =

-, Nimble Short Term Investing
e

Time frame and horizon
= Crystallise profits in short to medium term;
<* lgnore the long-term buy-and-hold approach;

= Spend a maximum of about 1 hour per day,
or up to 6 hours per week
on this and related activities;

= Be sensible with balancing the amount of time
against the end results;

= Be wary of over-analysis, and
excessively complicated analysis.

e a2

-, Nimble Short Term Investing
e

Several aspects
This Nimble Short Term Investing approach:
1. Ten underlying principles
2. Understanding of investing psychology

3. Opinion about:
stock, sector and market analysis

&

Stock selection strategy
Money management — B principles

o

6. Risk management — 3 considerations.
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- Nimble Short Term Investing
=

Underlying principles (1 of 10)

1. The opinions and emotions of
market participants are summarised
in the price charts.

This is an extremely important principle!

Every chart tells & story.

if pays o understand the stories in the charts.

= 1 o 10 underlying principles T

-, Nimble Short Term Investing
-
Study this chart
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-
Study this chart
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- Nimble Short Term Investing

Underlying principles (2-3%)
2. Professional bias:-
Some finance industry professionals are biased, or
have a vesled interest, or deliver conflicted advice.
So do not automatically believe what we hear

3. Irrelevant or misleading advice:-
Many industry professionals and commeniators
provide advice or comment that is irmelevant or
misleading — so lgnore it!
(eq. based on the kang term buy-and-hodd approach, and
broad diversification to minimise risk).

* 2 1o 3 of 10 undarlying principles

- Nimble Short Term Investing

Underlying principles (4- E*}

4. Be cauticus about so-called
Wall Street words of wisdom
and various clichés
(eq. “a rising tide ifts all boats")
because some are furphies

5. Intrinsic value and value investing.-
These notions are nol helpful and are ignored.

6. Cyclical investing:-
This is not helpful and is ignored

= o @ of 10 underiying principles

F=
i.'.'}
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-, Nimble Short Term Investing
-

Underlying principles (7-10%)

7. Ultilise fundamental analysis
but only fo a small degree,

8. Heavily utilise lechnical analysis
to more accurately time the entry and exit.

8. The general sentimant of the local market can
influence stock prices — watch it and
use il to fine tune and influence the
risk and money management approach,

10, Inter-marke! analysis is useful:-
use it to fine tune and influence the
risk and money managament approach.
=T ta 10 of 10 urdertying principhes =i

s %

-, Nimble Short Term Investing
-

Investing psychology %

fa) One's own emotional state can strongly
influence investment decisions and performance.
Understand the forces at play and stay calm.

{b) Cognitive and behawvioural biases can
sub-consciously sway investment decisions. Be aware
of potential biases and actively counter their influence

(c) We cannot be 100% accurate with invastment
decisions. There will be losing pesitions, so accept this,
cut lossas quickly, and move an.

(d) Some closed positions will turn and in hindsight
could have been winners, so accept this and move on

“Trade with Passion and Purpose”™, Whistler
Bahaviowral finance N ) Che

-, Nimble Short Term Investing
-

Stock, sector and market analysis

1. The fundamentals of stocks are somewhat useful,
but limited — so don't over-do fundamenial analysis.

Ignore sector analysis.
Blue chip stocks? — This term is not helpful.

IPOs — Do not participate in IPOs
[after ﬂﬂﬂbl‘lq ) many of them afe under waler for (6o IIZII\Q:I

5. Dividends — These are useful, but are not the
primary objective, so don't focus or rely on dividends,
and be cautious about making stock selection decisions
based on dividend returns.

(c) Copyright 2014-2015, Robert B Brain
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4.

5.

= Nimble Short Term Investing
=

Stock selection strategies

There are many ways to select stocks,
so decide on one or two strategies and
don't be distracted by others.

The chosen stock selection method 1/ o
for this approach is trend following = () -
(ie. stocks in a confirmed rising trend). - B4 -

Utilise back testing and paper trading
strategies to increase the confidence
of the strategy details.

ME—— T

-, Nimble Short Term Investing
-

My stock selection details

. Both 15 and 30 week SMA rising for at least

three weeks (on weekly chart)
MACD* low (prefer below zero)
Prefer steadily rising weekly candles

Prefer Wilson ATR* Trailing Stop (WATRTS)
indicator to be rising every few weeks.

Exit:- In ranging or volatile market,
daily close below WATRTS, exit on next open.

* MACD = Moving Average Convergence Divergance
ATR = Average Tree Range

-, Nimble Short Term Investing
-

Example — PTM Weekly chart

Platinum Asset Management

W-ATR-TS

Note: The genaral pRS

rising nature of L] @ aes AT otus (118

elerments of

this chan?! Wisainy Walame I |
T

Volume =T TV LLLLLITILL,,

——

=
s ——— =
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-, Nimble Short Term Investing
e

Important principle — Trends
1. Definition of an “up trend":-
series of Higher Peaks and Higher Troughs

2. Dow Theory says:
“a trend is a trend is a trend, until it is over”

3. Atrend (either up or down) is likely to continue
until it is confirmed to have finished
(due to investor psychology and the weight of opinions)

4. “The trend is your friend”.

Evary char tefis a sfory.

It pays to understand the sfories (n the charts.

-, Nimble Short Term Investing
e

Example
1. Two EMA curves up
2. The EMAs cross

3. EMAs rising for
3+ weeks

4. MACD crosses
“above” Signal Line

5 MACD crosses e g L
above zero - LT

L R
&. Momentum crosses F — o g

above it's MA T |F
7. MA of Mom tumns up. |||||I||||||||||]|

-, Nimble Short Term Investing
e

Money management (1-4 of 8)

1. Confirm the exit strategy details
before entering a position.

2. Some investment positions will be losers —
that's okay.

3. A winfoss ratio of only 40% is fine
(provided the losses are kept small
and the profits are relatively high).

4, Let profits run, If appropriate, take some
money off the table to capture profits.

(c) Copyright 2014-2015, Robert B Brain
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-, Nimble Short Term Investing
e

Money management (5-8 of 8)

5. Don't close a position just because
it has met a price fargel, or
because it is making huge profits.

6. “Risk™ no more than 2% of total capital
on any one position (the “2% Rule).

7. "Commit” no more than 20% of total capital
to any one position.

8. Optimise the position size using
a position sizing tool,

-, Nimble Short Term Investing
e

Risk management

(a) Cansider aspects of funda-fechnical analysis
to minimise the risks
ie. look for low debtequity ratic and
consistent returns on equity.

(b) Stock liquidity — Only invest in liquid stocks
ie. daily frades > x, and
daily volume or value = 20 times the position size.

{c) Monitor positions at least weekly, and
if an exit condition (or slop loss) is met,
then action it according to the exit strategy.

-, Nimble Short Term Investing
e

Several aspects
This Nimble Short Term Investing approach:
1. Ten underlying principles
2. Understanding of investing psychology

3. Opinion about:
stock, sector and market analysis

4. Stock selection strategy
5. Money management — B principles
6. Risk management — 3 considerations

(c) Copyright 2014-2015, Robert B Brain
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-, Nimble Short Term Investing
-

Stock picks*?

*NOTE: The following is NOT a
recommendation to participate
in the markets,
nor is it advice of any sort.
This is general information

for education only.

e a2

- Nimble Short Term Investing
=

My Weekly Walch List scan

| do a market - = —— .
scan every
Friday night, and
publish the
results for my
Toolbox
Subscribers,

- Nimble Short Term Investing
=

Stocks selected 3 Nov 2014

The following 13 stocks were identified

in my weekly scan in November 2014:

ALL  Aristocrat Latswne Limited

APA  APA Growp Stapled Seciusities

COH Cochlaar Lisnited

CTX  Caltex Australla Limited

DWP Domino's Pizza Enterprises. Limitosd
EGP  Echa Enbirtainmsel Orowp Limited
OME  Cocdmen Group Stipled

WC Invocans Limsted

LLC Lend Leass Group UnitiOed Siapled
SAX  Sirlex Medical Limited

TAH Taboorp Holdings Lisnited

THE Technology One Limited

TPM  TPG Telecom Limited

How have they performed?

i %

(c) Copyright 2014-2015, Robert B Brain 13
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Nimble Short Term Investing

Performance over 3 months

=

Symbaol Mama
THE Technslogy One Limited
ODMF  Domenc’s Pizzs Emierprises Lis
TP TPG Telecom Limited
WG Invocare Limited
ALL Aristocrat Leisure Limited
LLE  Lend Lease Group Unit'Ond St
CTX Cattex Australia Limiled
APA  APA Group Siapled Securities
EGP  Echo Entertainment Group Lin
SRX  Hertex Wedical Limited
TAH  Tabconp Moldings Limited
GMG  Goodman Group Stapled
COH  Cochlasr Limitesd

=

Close
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Nimble Short Term Investing

What about
the current performers?

Nimble Short Term Investing

L~
25 stocks to watch this week

Syl L ] Bymbiol M
AMF AMF Lieted G0 indepindence Group ML
BEN Bendgo And Adelskie Bank Limis  IPL  iscitec Pivol Limied
ELD  Boral Lisited WFO  Magslan Financial Oroup Limsd
EWP  BWP Trust Ordinary Uniks MRS WAl Sh o sperane Lavsed
CBA  Comenwsali Bank OF Ausiralis  MAB  Kutional Avsiraka Band Limsed
CCL Cocs-Cob Amand Livded HEF  Hufsrm Limsed
COH  Cochibar Lisnited POH  Pact Oreup HolSngs Lid
OX8  Denws Propety Oroup Stapked Un  PPT  Poipetual Limited
EGP  Ecksy Entertaimmes Oroup Limte:  FTM  Platnus Asset Manasgement Limis
GUD  GUULD. Heldings Lmied REC  Facall Holdings Lisded
GEL  Gewancross Limsed BCFP  Boa Propemty Group Saphed Secur
HGG  Hessgarsen Groep FLC. T&H  Tabcorp Hollngs Limied

ol Hokfings Limsed

Why?

L

(c) Copyright 2014-2015, Robert B Brain
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- Nimble Short Term Investing
=

Following is a collection of price charts
highlighting key chart features.

(25 charts in all)

e minvesting

(c) Copyright 2014-2015, Robert B Brain
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-, Nimble Short Term Investing
-

NOTE:-
Technical Analysis:
1. Iz not a 100% guaranteed, science; but

2. Is very helpful to understand the feelings and
opinions of market participants

3. Provides invaluable insights
4. Puts the odds in our favour

5. Helps with risk analysis,
to minimise the risks and any losses.

(c) Copyright 2014-2015, Robert B Brain
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-, Nimble Short Term Investing
e

Risk Management

1. Keep position size down to a small percentage
of your investment capital

Monitor positions periodically

Have a good exit strategy in place

Even a simple Stop Loss is better than nothing
If an exit looks appropriate, then take it

;o WM

The first loss is the best loss!

- Summary & Wrap up
“

Nimble Short Term Investing

A particular investing style
applicable to investing
in the equity market.

It adopts specific views
and interpretations.

Some underlying principles
challenge conventional wisdom.

Every chart tells a story.

It pays lo undarstand the storfes in the charls, '“5

- Summary & Wrap up
“

BTW

* | send occasional email
to interested people

My Share Market Toolbox web site:

- Toolbox Members receive weekly email with
(charts) analysis of our market

- And there's lots more (stop loss, trends, eic..)
= Register for free and not miss out.

» Visit: www.robertbrain.com ﬁf’

(c) Copyright 2014-2015, Robert B Brain
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- Summary & Wrap up
“

Don't forget my Toolbox__—.
» Brainy's Share Market Toolbox “w,,{-‘l;::
+  www.robertbrain.com [:-f‘?"é?
+  Loads of eBook (PDF) Articles ' [—".5'?7‘#
+ Info: share market, charting, E!uIIChartsw -
+  Weekly Market Updates and Walch List
+  monthly e-Newsletters
* Good software — BullCharts
www. robertbrain, com/bulicharts!
= My contact details:
web site above, or phone: 0438 355 910

it #

- Summary & Wrap up
“

ATAA — networking, etc.
For totally unbiased and broad support:

_'_ﬁ_—ﬁ[' Australian
P‘\/ Technical Analysts
III ATAA || Association

« Monthly meetings (second Thursday)

= At 242 Telstra Conference Centre, Melbourne
» Mext Melb meeting Thursday 12th February!!
* Lots of resources — www.alaa.com.au

- Summary & Wrap up
“

THE END

See free stuff here:
www.robertbrain.com/free

Thank you.

www.robertbrain.com

or phone: 0438 355 910

(c) Copyright 2014-2015, Robert B Brain
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— Summary & Wrap up
e

Q&A?

Any
questions?

— Summary & Wrap up
e

THE END
THANK YOU

(c) Copyright 2014-2015, Robert B Brain

26



