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Legal boilerplate bit:

Nothing In this presentation constitutes investment advice, or an offer or
solicitation to conduct investment business. The material here is solely for
educational purposes.

Robert Carver is not currently regulated or authorised by the FCA, SEC,
CFTC, or any other regulatory body to give investment advice, or indeed to
do anything else.

Futures trading carries significant risks and is not suitable for all investors.
Back tested and actual historic results are no guarantee of future
performance. Use of the material in this presentation is entirely at your own
risk.

The above speaker is neither an employee, agent nor representative of the
conference organisers or conference host. The opinions given are their own,
constitute general market commentary, and do not constitute the opinion or
advice of any other organisation, or any form of personal or investment
advice. The organisers and hosts neither endorse nor guarantees offerings
of third party speakers, nor are they responsible for the content, veracity or
opinions of third-party speakers, presenters or participants.
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. Fixed weight
— Dividend yield
— Relative momentum
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What makes a good trading
system?

* Objective

 Simple

* |ntuitive

* Explainable

* Profitable (in the past)

 |deas first, versus data first
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Data

* Quantified

* Tradeable prices

* Length and frequency of history
* Cost and access

e Storage



pysystemtrade - [~/'workspace3/pysystemtrade] - rawdata.py - PyCharm Community Edition 2016.3.3
File Edit View MNavigate Code Refactor Run Tools VCS Window Salesforce Help

[ pysystemtrade ) [ docs ) o FAQ.md )
- Project - O = | 8- Eﬁramdata.pyx‘ﬂdateuﬁb_pyx

180 2015-12-10 0.055281
¥ Fusysbrokers 181 2015-12-11 0.659789
v InIe 182 o
ia _init__py 183 denom price = self.daily denominator price(instrument code)
4 ibClient, 184 return_vol = self.daily_returns_volatility(instrument_code)
Py 185 (denom_price, return vol) = denom_price.align(return vol, join="right")
= ibConfigSpotFX.csv 186 perc_vol = 186.0 * \
{4 ibConnection.py 187 {return vol / denom price.shift(1))
L 188
(& ibserver.py 189 return perc vol
[ ibSpotFXData.py 198
& ini 191 @diagnostic()
@ _init_.py 192 def norm_returns(self, instrument code):
[# baseClient.py 193 e
194 Get returns normalised by recent vol
195
v [ syscore 196 Useful statistic, also used for some trading rules
b [0 tests 197
iR _in 198 This is an optional subsystem; forecasts can go straight to system.data
= _Init_.py 199 :param instrument code: Instrument to get prices for
i accounting.py 200 :type frading rules: str

i 281
ﬁ algﬂs.p}' LY. 1Y amadssmme s Tl oo AotaCeoma

Python Console

[ baseServer.py

e Jusr/bin/python3.5 /home/rob/pycharm/pycharm-community-2016.3.2/helpers/pydev/pydevconsole.py 34798 35664
= Python 3.5.2 (default, Nov 17 2016, 17:05:23)

Type 'copyright', 'credits' or 'license' for more information

IPython 6.4.8 -- An enhanced Interactive Python. Type '?' for help.

PyDev console: using IPython 6.4.0

import sys; print{'Python %s on %s' % (sys.wersion, sys.platform})
sys.path.extend(['/home/rob/workspace3/pysystemtrade'])

Python 3.5.2 (default, Nov 17 2016, 17:85:23)
[GCC 5.4.8 20160609] on linux

In[2]:

@ Platform and Plugin Updates
PyCharm Community Edition is ready to update.

Unregistered VCS root detected: The directory /home/rob/workspace3/pysystemtrade/build/lib is under Git, but is not registered in the Settings. // Add root Configure Ignore 12:1 LF$ UTF-8¢ Git:masters & & 1)




Backtesting software

* Broker supplied
* Off the shelf
* Custom built (via open source)

* Align research and live platform
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Backtesting and fitting

e Use historic data

* Types of (over) fitting

* Limit model complexity
e Use robust methods

e Leverage

e Costs
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Execution: Manual or automated?




Execution: manual or automated

* Manual
- Reduces operational complexity
- Less liguid markets
— Voice broked or point&click trading
- Large volumes

 Automated

- Substantial operational complexity
- Liquid markets, smaller orders
- Need to have trading API

 Both

- Manual traders can use off the shelf algos
— Monitor execution costs for matched orders
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Gross Value of S1 Invested in LTCM
(March 1994-October 1998)

Figure 3.1 — The Rise and Fall of LTCM
(from Lowenstein 2001)
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Market risk management

* “Known unknowns” - risk captured by risk
model

e “Unknown unknowns” - risk outside of risk
model

» Simple or complex risk model



Operational risk management

* More important if execution is fully automated
* Logging, diagnhostics and monitoring

* Backups and failover

* On site, managed remote or cloud

* Software checks and balances

* Test, paper and minimal capital trading
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Sticking to the system

* Objective

 Simple

 Intuitive

 Explainable

* Profitable (in the past)
 /deas first, versus data first
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Robert Carver
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My website: Some python:
systematicmoney.org github.com/robcarverl7/
My blog: Twittering:

qgoppac.blogspot.com @investingidiocy
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