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Important Information 
 

This guidebook may contain advice that has been prepared by The Chartist Pty Ltd 

(ABN 40 641 323 051).  

The Chartist Pty Ltd is a Corporate Authorised Representative (CAR No. 1282007) 

of Shartru Wealth Management Pty Ltd ABN 46 158 536 871, AFSL 422409.  

 

Any advice is considered general advice and has been prepared without taking into 

account your objectives, financial situation or needs. Because of that, before acting 

on this advice you should therefore consider the appropriateness of the advice 

having regard to your situation and your own objectives, financial situation and 

needs. We recommend you obtain financial, legal and taxation advice before making 

any financial investment decision. If the advice relates to the acquisition, or possible 

acquisition, of a product (other than a security e.g. a CFD) then the client should 

obtain the relevant Product Disclosure Document and consider it before making any 

decision about whether to acquire the product. View our FSG and Risk Statement 

for full details. 

Past performance is not a reliable indication of future performance. This material 

has been prepared based on information believed to be accurate at the time of 

publication. Subsequent changes in circumstances may occur at any time and may 

impact the accuracy of the information. 

Information containing hypothetical or simulated results has limitations and may not 

represent actual trading. Since the trades have not actually been executed in the 

market, the results may under or over-compensate for the impact (if any) of certain 

market factors, such as lack of liquidity. Simulated trading programs are generally 

designed with the benefit of hindsight and without the need to predict which way 

the market may turn.  

NO REPRESENTATION IS MADE THAT ANY TRADING STRATEGY 

WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO 

THOSE SHOWN. 

https://www.thechartist.com.au/fsg/
https://www.thechartist.com.au/risk-statement/
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Introduction 
 

 

An investment or trading strategy refers to a plan of action, like a road map, 

designed to achieve a particular goal, obviously in our context, profitability. 

However, here at The Chartist, our plan is more than just generating a profit. It 

involves an element of research, an understanding of the required mathematical 

edge, some kind of entry trigger, an exit criteria and ongoing position management 

criteria.  

 

We use a systematic approach. 

 

A system encompasses a set of rules that can be hard wired into a computer and by 

doing so allows us to ‘back-test’ the strategy on historical data. If done correctly, we 

can gain valuable insights into not only the viability of the strategy, but also how the 

journey to profitability is made.  

 

Using a systematic approach to buy, sell and manage positions ensures nothing is left 

to chance, specifically leaving our emotions out of the decision-making processes, 

especially during critical points of market activity or personal performance. 

Understanding what the strategy can and can’t do before it’s applied with real money 

can remove a significant amount of angst for investors.  The benefits for a 

systematic approach include: 

 

1. A map of how the strategy has performed in the past and therefore a better 

indication of how it may perform in the future. 

2. An understanding of what the strategy can and can’t do, as well as 
understanding what the journey to successful implementation entails. 

3. Removal of much of the emotion from the decision-making process 

4. Set guidelines which enable the strategy to be replicated in the future 

without discretion or deviation. 

5. Time each day to implement tends to be lower as the computer will usually 

spit out the required orders and automatically manage positions. 
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“What makes a good strategy?” isn’t as straightforward as we’d like to think. There 

are three core tenets to measuring performance – the three “R’s” if you like: 

 

Return 

Risk 

Reliability 

 

Ideally, we want a strategy that makes an exceptional return, has minimal risk, has 

minimal volatility, is easily implemented and is robust enough to be useful in the 

future.  

 

Easier said than done. Some of these factors don’t go hand-in-hand, indeed some 

totally oppose each other.  

 

We will attempt to address each of the three “R’s” here and will focus on: 

 

Compound Annual Growth Rate (CAGR) 

The CAGR is a pro forma number that tells you what an investment yields on an 

annually compounded basis. It essentially provides a ‘smoothed’ rate of return. 
Whilst CAGR is the best measure to compare two investments it does not 

necessarily compare the inherent risks of those two investments. As investment 

returns tend to be volatile using a smoothed annual return can show an illusion of a 

steady rate of return when in fact the truth could be quite different. 

 

Market Exposure 

This measures how often the investor will be invested or exposed to the market 

during any given period of time. A buy and hold investor will have 100% exposure 

and therefore be required to endure all market events, both good and bad, during the 

investment period. The goal of an active investor is to be exposed to positive market 

events, such as bull markets and less to negative market events, such as bear 

markets. An investor with a 50% market exposure that achieves the same return of 

an investor with a 100% exposure is using capital a lot more conservatively. 
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Maximum Drawdown (maxDD) 

Maximum Drawdown measures the maximum depth of an equity peak to an equity 

trough. If account capital falls from $100,000 to $80,000 at any time during the 

investment period, the drawdown is -20%. If this is the largest percentage decline in 

equity, then we define it as the Maximum Drawdown. Any strategy will have equity 

declines of some degree during its life. When simulating strategies, we need to be 

cognizant of not only how bad that equity decline could get but also how long it 

takes for the strategy to recover. In the ideal situation we’d like equity declines to be 

minimal and recovery quick.  

 

Win/Loss Ratio 

Sometimes known as the Payoff Ratio it’s calculated by dividing the average win by 

the average loss. As a rule of thumb, the longer term the holding period, the higher 

the W/L Ratio. A trend follower would ideally want to have a ratio exceeding 2.0. A 

shorter-term trader would more likely have a ratio closer to 1.0  

 

MAR1 Ratio 

Perhaps the easiest risk adjusted performance measure for the layman is dividing the 

Compounded Annual Growth Return (CAGR) by the Maximum Drawdown 

(maxDD). This ratio offers a more robust guide to risk adjusted return. Using 

Commonwealth Bank (CBA) as an example, it has a 10-year annualized return of 

11.8%2 yet during the GFC its share price dropped from $61.87 to a dividend 

adjusted low of $27.82, or -55%. Its CAR/maxDD is therefore 0.21. The higher this 

ratio the better and a reading over 0.50 is good and over 1.0 is considered excellent.   

 

Sharpe Ratio3 

The Sharpe ratio is a risk-adjusted measure of return that is often used to evaluate 

the performance of a portfolio. The ratio attempts to compare the performance of 

one portfolio to another portfolio by making an adjustment for risk. The Sharpe 

 

1 Developed by Managed Account Reports. Source:  www.marhedge.com 

2 Source: Huntleys' Investment Information Pty. Limited 

3 Developed by William Forsyth Sharpe in 1966 and revised in 1994 
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ratio is calculated by subtracting the risk-free rate - such as Australian 90-day Bank 

Bill Rate - from the portfolio return and dividing the result by the standard deviation 

of the annualized returns. 

 

For example, if Strategy-A returns 20% while Strategy-B returns 15%, it would 

appear that Strategy-A is the better choice. However, if Strategy-A takes larger risks 

and has higher volatility than Strategy-B, then Strategy-B will be shown to have a 

better risk-adjusted return.  

 

Backtesting Considerations 

All backtest data in the following pages starts in January 2005. 

All data include dividends and commissions.  

Backtests assume starting capital of $100,000 

Full strategy descriptions and implementation guidelines can be found within the 

specific portfolio areas in the Member secure area. 
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SECTION 1 – INDIVIDUAL PORTFOLIOS 
 

Growth Portfolio 
 

The Growth Portfolio is an intermediate-term (6 – 8 months) active investment 

strategy that attempts to keep users fully invested when the market is rising and 

automatically revert to cash during sustained bearish markets such as witnessed 

during the GFC.  

 

The strategy is systematic meaning that it does not rely on human opinion or any 

type of discretionary analysis. It derives its buy and sell signals using non-disclosed 

mathematical algorithms which have been tested over many years of data and market 

conditions. 

 

Whilst the exact rules of the Growth Portfolio are non-disclosed, the strategy is 

loosely based on the Bollinger Band Breakout strategy discussed on page 118 of 

Unholy Grails. This book provides a strong foundation for this style of active 

investing and is recommended reading for all users. 

 

Members have two strategy choices, the Growth Portfolio v2.0 and the Growth 

Portfolio Defensive. 

 

v2.0 uses our traditional trailing stop allowing the stock price room to move during 

broader bullish market conditions, yet tightening up to protect profits when the 

broader market trend reverses. The Defensive also uses our traditional trailing stop 

mechanism. However, the Defensive will exit all positions immediately when the 

broader market trend reverses. 
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Growth Portfolio v2.0 
 

Summary Statistics 
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Growth Portfolio v2.0 Equity Growth 

 

 

Growth Portfolio v2.0 Underwater Equity 

 



 

9 

 

Growth Portfolio v2.0 Monthly Summary 
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Growth Portfolio Defensive 
 

Summary Statistics 
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Growth Portfolio Defensive Equity Growth 

 

 

Growth Portfolio Defensive Underwater Equity 
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Growth Portfolio Defensive Monthly Summary 
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ASX Momentum Portfolio 
 

The ASX Momentum Portfolio is an active investment strategy that attempts to 

keep users fully invested when the market is rising and automatically revert to cash 

during sustained bearish markets such as witnessed during the GFC.  

 

The strategy is systematic meaning that it does not rely on human opinion or any 

type of discretionary analysis. It derives its buy and sell signals using non-disclosed 

mathematical algorithms which have been tested over many years of data and market 

conditions. 

 

Whilst the exact rules of the ASX Momentum Portfolio are non-disclosed, the 

strategy is loosely based on the principles outlined by various academic research 

papers and authors such as Mebane Faber, Gary Antonacci and Andreas Clenow. 

The concept of momentum is now a widely studied phenomenon across the 

academic world. 

 

The ASX Momentum Portfolio is a ‘long beta’ strategy meaning that it is designed to 

profit during upward market environments and defend capital during downward 

environments. To generate above-market returns using the ASX Momentum 

Portfolio, it is recommended the user apply the strategy for a minimum of 3 years to 

gain exposure to a full investment cycle. 
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ASX Momentum Portfolio Summary Statistics 
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ASX Momentum Portfolio Equity Growth 

 

 

ASX Momentum Portfolio Underwater Equity 
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ASX Momentum Portfolio Monthly Summary 
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US Momentum Portfolio 
 

The US Momentum Portfolio is an active investment strategy that attempts to keep 

users fully invested when the market is rising and automatically revert to cash during 

sustained bearish markets such as witnessed during the GFC. The strategy is 

systematic meaning that it does not rely on human opinion or any type of 

discretionary analysis. It derives its buy and sell signals using non-disclosed 

mathematical algorithms which have been tested over many years of data and market 

conditions. 

 

Whilst the exact rules of the US Momentum Portfolio are non-disclosed, the strategy 

is loosely based on the principles outlined by various academic research papers and 

authors such as Mebane Faber, Gary Antonacci and Andreas Clenow. The concept 

of momentum is now a widely studied phenomenon across the academic world. 

 

The US Momentum Portfolio is a ‘long beta’ strategy meaning that it is designed to 
profit during upward market environments and defend capital during downward 

environments. To generate above-market returns using the US Momentum 

Portfolio, it is recommended the user apply the strategy for a minimum of 3 years to 

gain exposure to a full investment cycle. 
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US Momentum Portfolio Summary Statistics 
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US Momentum Portfolio Equity Growth 

 

 

US Momentum Portfolio Underwater Equity 
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US Momentum Portfolio Monthly Summary 
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US High Frequency Portfolio 
 

The US HFT strategy is for advanced traders only. This is a short term, long only, 

mean reversion strategy with an average hold period of 4 days. It is designed to 

provide a high level of consistency by doing large amounts of transactions with 

minimal holding times to exploit its edge. The strategy trades the Russell 1000 

universe. 

 

This portfolio attempts to buy stocks in strong uptrends that have experienced 

temporary weakness. It measures a specific level of weakness at which a near term 

bounce becomes more probable. When the desired bounce occurs, the strategy will 

exit positions quickly to lower exposure. This strategy will only ever have a 

maximum of 20 open positions. 

 

The default setting for the portfolio is 20 positions each of which is allocated 10% 

of capital. This means that leverage of 50% is being used. 

 

Unfortunately, recent regulatory changes by ASIC limit the use of leverage for some 

retail traders. As such, a summary of return profiles using different position sizing 

without leverage can be downloaded HERE.   

https://www.thechartist.com.au/wp-content/uploads/2023/03/HFT-Performance.xlsx
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US High Frequency Portfolio Summary Statistics 
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US High Frequency Portfolio Equity Growth 

 

 

US High Frequency Portfolio Underwater Equity 
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US High Frequency Portfolio Monthly Summary 
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SECTION 2 – MIXED PORTFOLIOS 
 

Introduction 
 

Here at The Chartist, we are firmly believe in strategy diversification. Rather than 

hold a portfolio of shares, we prefer to hold a portfolio of strategies.  

Strategy diversification can help smooth long-term equity growth, lower drawdowns 

and also dilute signal luck and market risk. A 2023 presentation by Nick Radge to 

the Society of Technical Analysts UK outlines the various benefits for diversification 

across strategies, markets, timeframes, and instruments. That presentation can be 

viewed HERE 

There is a myriad of combinations possible, but even combining two strategies can 

greatly enhance the investing experience. The level of diversification will be 

dependent on available capital., time and workload.  

The following are several common examples that could be considered by Members.  

All examples assume each strategy is allocated 50% of capital and that the portfolio 

is rebalanced on a regular basis. 

https://vimeo.com/817209416/5447df2497
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Growth Portfolio v2.0 + ASX Momentum 
 

Summary Statistics 
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Growth Portfolio v2.0 + ASX Momentum Equity Growth 

 

Growth Portfolio v2.0 + ASX Momentum Underwater Equity 
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Growth Portfolio v2.0 + ASX Momentum Monthly Summary 
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Growth Portfolio Defensive + ASX Momentum 
 

Summary Statistics 
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Growth Portfolio Defensive + ASX Momentum Equity Growth 

 

 

Growth Portfolio Defensive + ASX Momentum Underwater Equity 
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Growth Portfolio Defensive + ASX Momentum Monthly Summary 
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ASX Momentum + US Momentum (domiciled in AUD) 
 

Summary Statistics 
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ASX Momentum + US Momentum (domiciled in AUD) Equity Growth 

 

 

ASX Momentum + US Momentum (domiciled in AUD) Underwater Equity 
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ASX Momentum + US Momentum (domiciled in AUD) Monthly Summary 
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US Momentum + US High Frequency (Default) 

 
Summary Statistics 
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US Momentum + US High Frequency (Default) Equity Growth 

 

 

US Momentum + US High Frequency (Default) Underwater Equity 
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US Momentum + US High Frequency (Default) Monthly Summary 
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US Momentum + US High Frequency (Non-Leveraged) 
 

Summary Statistics 
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US Momentum + US High Frequency (Non-Leveraged) Equity Growth 

 

 

US Momentum + US High Frequency (Non-Leveraged) Underwater Equity 
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US Momentum + US High Frequency (Non-Leveraged) Monthly Summary 

 

 


