FastBreak 1998 Review





1998 is over and it is time to review what worked, what failed, and most  important, what can we do better in 1999.





Unlike other trading methods, the FastBreak "mechanical"  trading strategies give specific buy and sell recommendations. Mechanical trading systems leave no room for history "revision".  These types of trading systems may not be for everyone but we believe they should be considered if you recognize yourself in the following: 





*  Do you have trouble "pulling the trigger" on trades, e.g., selling your losers, taking profits on your winners, waiting for a bounce to get out of a bad trade …?





* Do you have a limited amount of time to devote to your investments?  If you are a full time investor, or enjoy sitting in front of CNBC and your computer all day, you may be able to do better  with other investment methods.  However, if you have limited time (or better things to do with your time!) 10 minutes an evening is all you need to download your FastTrack data and run your strategies.





We have all seen newsletters or presenters at investment conferences showing you the perfect trade.  They point to a bottom on a price chart and show you this is where they purchased.  Then they point to the peak of the chart and show their sell point. What they don't show are the other nine times they didn't do as well.   The following strategies represent ALL FastBreak strategies that we have presented in very public forums -- FT commentary, FastTrack Monitor newsletter &  Snowbird Conference.  We explained exactly how we developed these systems. All the systems were “out-of-sample” in 1998, i.e., trading parameters were developed without 1998 data.





The S&P 500 index is a common performance benchmark.  This index gained 26.7% in 1998 with a 18% maximum drawdown (MDD) during the correction.


 


Ranking the FastTrack ALL-EQ (All Equities) family (and excluding the closed-end funds and indexes that are in this family) shows that the S&P would have outperformed 80% of the 1077 funds in this family!  If you look at the family average return in FastTrack you will see it is 12.2%  with a 25.4% MDD.  So, how did the FastBreak systems do?





System						Return %





Fidelity One Sector (commentary 8161)		38


Fidelity Bond (commentary 8162)		12


Snowbird Bond					6


Snowbird Medium				27


Snowbird Hot					12


Snowbird Nitro					63


FT Monitor Two Stock				67





If you would have invested equal amounts in all systems your return would have been up 34% for the year with a 16% MDD.  You would have outperformed 90% of all equity mutual funds in the ALL-EQ family.  The ALL-EQ family does not include any bond families and a more equitable  comparison with the FastBreak strategies would exclude the two bond strategies.  This would raise our FastBreak average to 44.2% with an increase in the MDD to 20%  This return is better than 97% of all funds in the ALL-EQ family.





The Fidelity One Sector strategy is documented in FastTrack commentary 8161. This strategy was  published in May, 1996 and there have been no parameter  changes.  The strategy is very  volatile and is not one we recommend, except for the most aggressive investors.  It was developed with the first version of FastBeak and does not use any of the stoploss features that have since been added to the software.  Having said that,  the system would  have outperformed over 99% of all funds in the ALL-EQ family since the release date.  Only one Fidelity Sector fund, Select Computers, had the same performance on a buy & hold. 





The bond strategy was documented in commentary 8162 in May 1996.  The system continued to perform well even in a choppy year for bonds.  The system had nearly a 7% MDD during the year which is less than the typical 10% MDD of bond funds, however, this is more than we like and is why we have recommended using a 50 day EMA for a stop on this system.





There were four strategies presented at the FastTrack Snowbird conference in February of 1998.  The Snowbird presentation describing how these strategies were developed can be downloaded elsewhere from this web site.





The Snowbird bond system was intended to trade among only two bond funds (long term government  and high yield) and money market.  The bond market was very volatile during the year.  The system did not perform well, but it did outperform the high yield fund (which had a 1% gain and a 10% MDD).  The system was up over 10% during the run up in bonds during the stock market correction, but the rapid bond correction stopped the system out.  This correction in bonds was historic in short term severity. There is little a system can do when faced with such an event.  We believe this system is still sound but it is not our favorite bond system.  We recommend a strategy with more funds to rotate among. For example, we personally use a strategy that is similar to the FastTrack Commentary Bond system and uses a 50 day EMA.  This system was up 14% in 1998 and we are very happy with the performance.





The Snowbird Medium system may have been our biggest disappointment.  Although the performance was excellent it did not provide the downside protection we wanted during the correction.  When we developed the system for the Snowbird conference we tried to maximize return as the expense of better downside protection.  (Note: When showing examples at a conference you always want to show good performance.  When other presenters are showing how to make 127% with this system or that system it is difficult to get the audience attention with a paltry 28%.  We plead - guilty.)  We would modify this system to include money market in the ranking and make the stoploss tighter. 





The Snowbird “Hot and Nitro” systems both depend on the T17 signal - which failed miserably.  The Nitro system had fantastic performance even with the signal failure.  The Hot system on the other had was hit hard.  If nothing else this shows what can happen when you put all your faith in a timing signal.


 


The stock strategy was presented in the Spring 1998 issue of the FastTrack  Monitor.  This system had great performance for 1998 but provided an exciting ride. For example, during the first two weeks of 1999 this system is up 117% in the past twelve months!  The performance of this system is difficult to track because the stocks that makeup the NDX are constantly changing.  We use the current FastTrack NDX family and believe this gives a fair representation.  Most FastTrack/FastBreak users are more interested in mutual funds, but we think the individual investor has one very large advantage in trading individual stocks - liquidity.  We read a report from the Janus fund company that describes a typical example of how they take a stock position in their funds.  It can take months to build or liquidate a position.  Individuals can do this in one minute! 





Good trading in 1999!





Edge Ware, Inc.


