ETF Consensus
Trader

How-To Guide

by Ed Downs




Trading Industry Group ETFs

Like any stock chart, ETF charts can be
traded with technical indicators.

HOWEVER,

In any ETF, some stocks are leading and

some are lagging.

When a strong CONSENSUS emerges, the ETF
will usually move in that direction for
at least 2 to 10 bars, and runs are
common!

Other stocks that had not yet
participated will typically follow the
primary group direction.

We can use this behavior to gain a

distinct trading advantage.

™, GDX - VanEck Vectors Gold Miners ETF (HEIKINASHI - DAILY) =B S

Template: Standard ~|B: 0.00 A: 0.00 Zoom| Period ~| N| Symbol ~| . |[Custom i

2023 |
Jan Feb Mar
$133

32

3‘!.13?25

|
mﬂmﬁ%m

46.0
il




The Leading
Indicator



What is “The Leading Indicator?”

* The Leading Indicator Measures
the Strength of INTERNAL
Movement for the Constituents of
the Leading Indicator.

e The GREEN Line represents upward
movement, and the RED Line
represents downward movement.

e When the upper side is moving up

very quickly and the lower side

is very low, a strong move is
underway !
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The “Hierarchical” Focus List

* GroupTrader functionality is °
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The Weighted L.I. Calculation

* The Leading Indicator is calculated for all EWEIGHT
charts to create the Red and Green Lines. 29 77%
* We use the weights for all stocks in an ETF 19.66%
to determine how much each should contribute 5.20%
to the Leading Indicator calculation. , 4.29%
427%
* With Zacks, the weights are updated 394%
automatically. Adding a Zacks subscription 390%
costs just $9.95 a month. (1 month free) 168%

 You can also use CSV files. | 3.45%
3.38%

XLE Weights XLE.csv

“CSV” Files can be used for the weights.

A set of sample files is provided for all
ETFs listed in the profile. The CSV File for
XLE is shown to the right.



ETFs & Stocks: A Dual System

* A new function “IsSETF()” allows fIndicator
Systems, Indlcators, etc. to ' Dual Purpose Consensus Indicator.
target the ETF or individual ' For an ETF, plots the composite Leading Indicator
stock that is being analyzed. ' For a stock in an ETF, plots Leading Indicator calc for that

e Here it is used in the dim LI,LIG,LIE a=s =ingle

Consensus Indicator to select If IsETF(""}<>0 then
the Leading Indicator functions

Plot Leading Indicator

LIGreen and LIRed when plotting L1G = LIGreen("ECI_LI%,"C%, "7) PLOT Leading
LIR = -LIRed("ECT LI","C","") Indicator if

an ETF, or the Trend Break LI = LIG-LIR C

difference when plotting a 1t’s an ETF

plot ("LIG",LIG, green, 2)

stock. plot ("LIR",LIR, red,2)

else ' Plot =2ingle stock version

LI = ECT TBDiff() PFOT TrendBreak
plot ("LI",LI,blue,1) Difference if
it’s a Stock

end if

Eeturn LI

ECT_Consensus Indicator



A Dual System (continued)
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Just Run the ToDo List!

Just run the ToDo List for the timeframe
you want to trade.

OmniTrader will:

e Download data for all ETFs and
Constituents

* Run the Composite Analysis on the
Constituents for each ETF to generate
Leading Indicator Consensus Signals.

* Run the individual Stock Analysis to
generate Technical Chart Signals.

.= To Do List

.-’-'-.u:tiu:unsl Strategiesl TestSettings] D55 l SewerSignaIs]

ToDo

Ferform Tasks Last
Mol | v Diownload hiztorical & cument price dat 232023 04:21 PM
Mol [v Update OmniScan lists & subscrptions: 232023 04:21 PM

f* Selected liztz in thiz profile
" Al OrmniScan lists

Mow |

[Mowt |

Run analysis tazks on: *" Current list

Mol v Bun Analyzis

f* Az needed
(" Forced far all symbals

" All lists in this profile

32342023 04:21 PM

-

[~ Bun Portfolio simulation

[v |nclude group components

Maw! [ Update Portfalio with current prices

Perfarm Selected T asks

[ Send an Email Alert when finizhed




At a Glance
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The Best L.I. Setups

There are two lines in the Leading
Indicator: Green and Red. Look for:

* One Line is “launching” while the other

is approaching or near zero.

Sustained moves occur as long as both
Leading Indicators are near extreme

values, i.e.the “difference” is large.

The Leading Indicator makes it much
easier to avoid the “muddle zones” as
shown in this chart for SMH.
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The Best ETFs

Trade early
detected moves
on the ETFs
using slight
green color and
high consensus.

Consensus 1is
building.
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The Best Stocks

Stocks vs. ETFs

« ETFs are generally safer to
trade than individual
stocks, but they move less.

« The Opportunity to Profit
increases trading the
stocks within the ETF.

Buy:

e The lagging stocks with
breakout chart patterns or

e The strongest stocks on
small pull-backs

e
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Hedge with Long and Short Candidates

* While many stocks are
“correlated” to the market, many
industries are not.

 Easily hedge against market risk
by buying strong ETFs (or
constituents) and selling weak
ETFs (or constituents)

« Rotate into the next group as
stops are hit.
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Adding More ETFs

C 8@ etfdb.com/etfs/sector/industrials/
« Instantly add your own ETFs. Just .
WettaFl ETF Database  Channelsw Tools« Research+ Webcasts Themesw Multimedia
enter them in the Quick Chart box.
Total Previous
Avg .
Symbol ETF Name Industry Assets 5 YTD Closing
Volume
($MM) Price
e As they are added their components ndustral Select | Broad
XLI _ ) $13.54220 -133% 12168150 $96.51
. . . Sector SPDR Fund Industrials
will be pulled in and both will be
iShares U.S. Aerosoace &
analyzed o ITA Aerospace & . - $5.62490 119% 762716 $N0.53
_ Defense
Defense ETF
V3 ard Broad
VIS nguare roas $371990 -009% 93654  $182.48
Industrials ETF Industrials
Invesco Aerospace  Aerospace & .
PPA 179634 -0.87% 159,667 7761
& Defense ETF Defense # 3
U.S. Global J
JETS ET:‘F ohatdets Airlines $174096 152% 3,640,036 $17.34
Invesco Water )
PHO _ Water $1.704 65 -1.31% 105,415 $5079
Resources ETF
First Trust
Industrials/Producer  Broad
FXR 1,633.50 260% | 165226 52.85
Durables AlphaDEX | Industrials . : . 5285
Fund
SPORSEP Aerospace &
Indust ry ETFs from XAR Aerospace & Defmze “ $143477 183% 88738  $i194
Defense ETF

_%%_ www .etfdb.com .
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Customizing the Leading Indicator

The Leading Indicator

The indicator used on the
Constituents can be any
oscillator that shows strength/
weakness. You can change this by
editing the ECT_LI indicator to
add your own formula.

To Change the Leading Indicator:

1. Click Edit -> OmniLanguage
2. Click ECT_LI in the Indicators
section.

3. Edit the Formula.
4. Press Compile, lower right.
5. Save

$#Indicator
' Calculate the Leading Indicator for am ETF or S5ymbol
dim LI, r as =ingle

' Thi=z i= the Leading Indicator calculation.
' It can be any indicator that iz (+) when bulli=sh
' and (-) when bearish.

LI = C-TB(3)[e] ' Cloze — TrendBreak(3), & bars back

" ETFWeight is defined when ECT LI is being

' called by the Leading Indicator functions.

' Scale the Leading Indicator by the weight in the current ETF

if ETFWeight ("")=0 then
r = 100 * LI/C
el=e
r = 100 * (ETEWeight("") * LI)/C
end if
' Thiz indicator is not nmnornally plotted by itself.
" It i=s called by ECT Consensus.

Plot ("LI", r)

Feturn r




Leading Indicator System

ECT _LISystem: The Leading
Indicator System has two
parameters you can tweak to
change the Sensitivity of
the ETF Consensus Signals.

Spread: How far apart the
lines need to be (min) to
fire a Signal.

LowerBoundary: How high the
weaker line can be (max) to
fire a Signal.

e

Systems

Vo Fiker TradePlans

ECT_LISystem

Ay 2 Filttars
Ilgnore Conflict

Based on: ECT LI
(ETFs)

7 @
b

100000000000000000s) = &
100000000000000000L] @¢

L3

s Edit

cre | Default

5 02

o [hese

Defaults

Timeframe: [Comert =l
Wbars -
Number of Bars 5
ee——"

Opimize Using
of sig a\srtagen; PE ramters

Parameter Opti |Min | Max | Incre{| Default
Spread [ ] 0 1 025|102
LowerBoundary [l 0 1 0.25 (/0.1

Spread

1.000

LowerBoundary |




Changing the Color Chart

The color shown in the Color Chart is based on the @ Chart Options - box

Separation of the Leading Indicator Lines.
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1. Click the Chart Options button.

@ colorChartRule V - O ¢
2. Slick the Color Charts tab. o o e =
3. Double-click the Green shade. z:; ackgounc ;j
S\,rmb.nl: Timeframe: [Cument J

4. Change ECT _Diff() to a value from @ to 1.0.

5. Do the same for the Red shade. e piz() > 0.2 Change to a value

between 0.0 and 1.0

6. Click Close. -
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