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Trend Following

“Speculation is dealing with the uncertain conditions of the unknown
future. Every human action is a speculation in that it is embedded in the
flux of time.”

—Ludwig von Mises!

The Market

A market is simply a place where buyers and sellers gather to
trade and exchange goods, buying and selling for any number of
reasons. The market performs the essential role of connecting
financial and real economies. The New York Stock Exchange and
the National Association of Securities Dealers Automated Quotation
System (you hear it called NASDAQ on the news) are two markets.
There are also futures exchanges like the Chicago Board of Trade or
the Chicago Mercantile Exchange. All of these exchanges are
markets where trend followers do their buying and selling.

It is the markets’ ability to give a “price” that buyers and sellers
can rely on as fact. Ludwig von Mises, the great Austrian economist,
offered:

“It is the very essence of prices that they are the offshoot of the
actions of individuals and groups of individuals acting on their own
behalf. The catallactic concept of exchange ratios and prices
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The people that I know
who are the most
successful at trading are
passionate about it. They
Sfulfill what I think is the
first requirement:
developing intuitions about
something they care about
deeply, in this case,
trading. They are the
people who study years of
charts, or commodity
annuals . . . They develop a
deep knowledge of
whatever form of analysis
they use. Out of that
passion and knowledge,
their trading ideas,
insights, and intuitions
emerge.

Charles Faulkner?
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Trend Following: How Great Traders Make Millions in Up or Down Markets

The joy of winning and the
pain of losing are right up
there with the pain of
winning and the joy of
losing. Also to consider are
the joy and pain of not
participating. The relative
strengths of these feelings
tend to increase with the
distance of the trader from
his commitment to being a
trader.

Ed Seykota*

If you think education is
expensive, try ignorance.

Derek Bok

precludes anything that is the effect of actions of a central
authority, of people resorting to violence and threats in the name of
society or the state or of an armed pressure group. In declaring that
it is not the business of the government to determine prices, we do
not step beyond the borders of logical thinking. A government can
no more determine prices than a goose can lay hen’s eggs.”?

Winning and Losing

Between the corporate and market scandals of the past few
years, it is understandable that the general public equates winning
with abusing the market system. However, there are disciplined
men and women trading in the markets with the utmost integrity
who achieve spectacular returns year after year. We urge you to
examine their market philosophies and strategies so that you will
understand what makes them successful. We ask you to examine
their beliefs and self-perceptions so you understand what keeps
them honest. However, before we examine other’s perspectives, we
want you to take a moment to consider your own. How do you
approach investing?

For example, does this describe you? At the end of the Nineties,
just when you were feeling good about yourself because you were
more secure financially, the dot-com bubble burst, and by the time
it was over, you had lost a significant amount of money. You found
yourself angry with the analysts, experts, brokers, or money
managers whose advice you had taken. You didn’t do anything
wrong except follow their advice. Now you doubt that that you will
ever meet your investment goals. You've held on to your remaining
investments believing that the market will eventually turn around,
but deciding what to do with your 401k money has become
stressful. You still believe that buying at the bottom is the way to go.
You've now begun to think that what winning in the markets really
requires is just plain dumb luck.

Or maybe you might view your financial world like this: Sure,
you lost some money in the bear market but, win or lose, you enjoy
the thrill of investing in a stock in the hopes of making a profit.
Investing is entertainment for you. Plus, you like to boast about
your investments to garner the admiration of others. You know you
can be depressed and angry when you lose, but you also know that
when you win, you feel terrific. It’s a great high. Since your main

o
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goal is to invest for quick profits, you're going to keep on doing what
you've always done, bear or bull. After all, there was one time a few
years ago when trading off a “hot tip” made you a nice profit.

There is a much better way to think about investing. How would
you feel about embracing this perspective? Your approach is
objective and rational. You have enough confidence in your own
decision-making that you don’t seek out investment
recommendations from others. You're content to wait patiently
until the right opportunity comes along. Yet, you're never too proud
to buy a stock that is making new highs. For you, buying
opportunities are usually market breakouts. Conversely, when you
recognize that you are wrong, you exit immediately. You view a loss
as an opportunity to learn and move on. What good is obsessing on
the past going to do you? You approach your trading as a business,
making note of what you buy or sell and why in the same matter-of-
fact way that you balance your checkbook. By not personalizing
your trading decisions, you're able to look forward to making them.

What a stark contrast in perspectives. The first is that of a  The perfect speculator
potential loser; the latter is that of a potential winner. Don’t be in ~ ™Must Ijmo‘w when to get in;
such a hurry to choose the winning approach until you've found out "™ important he must
. . . . know when to stay out;
just what making such a choice entails. On the other hand, we hope ., . important he
vou'll find, in Trend Following, the inspiration to step up to the st know when to get out

plate and go for it: once he’s in.

“Profit-seeking speculation is the driving force of the
market.”—Ludwig von MisesS

Investor v. Trader:
How Do You See the World?

Do you consider yourself an investor or a trader? Most people
think of themselves as investors. However, if you knew that big
winners in the markets call themselves traders, wouldn’t you want
to know why? Simply put, they don’t invest, they trade.

Investors put their money, or capital, into a market, like stocks
or real estate, under the assumption that the value of the entity
they invest in will increase over time. As the value increases, so
does the person’s “investment.” Investors typically do not have a
plan for when their investment value decreases. They hold on to
their investment, hoping that the value will reverse itself and go

o
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Nothing has changed
during the 21 years we’ve
been managing money.
Government regulation
and intervention have
been, are, and will
continue to be present for
as long as society needs
rules by which to live.
Today’s governmental
intervention or decree is
tomorrow’s opportunity.
For example, governments
often act in the same way
that cartels act. Easily the
most dominant and
effective cartel has been
OPEC, and even OPEC has
been unable to create an
ideal world from the
standpoint of pricing its
product. Free markets will
always find their own
means of price discovery.

Keith Campbell®

Trend followers are
traders, so we generally
use the word “trader”
instead of “investor”
throughout.

back up. Investors typically succeed in bull markets and lose in
bear markets.

This is because investors anticipate bear, or down, markets
with fear and trepidation and therefore are unable to plan how to
respond when they’re losing. They chose to “hang tight,” so they
continue to lose. They have some idea that a different approach to
losing involves more complicated trading transactions like “selling
short,” of which they know little and don’t care to learn. If the
mainstream press continually positions investing as “good” or
“safe” and trading as “bad” or “risky,” people are reluctant to align
themselves with traders or even seek to understand what trading, as
opposed to investing, is all about.

A trader has a defined plan or strategy to put capital into a
market in order to achieve a single goal: profit. Traders don’t care
what they own or what they sell as long as they end up with more
money than they started out with. They are not investing in
anything. They are trading. It is an important distinction.

Tom Basso, a longtime trend follower, has often said that a person
is a trader whether or not they are actually trading. Some people think
they must be in and out of the markets every day to call themselves a
trader. What makes someone a trader has more to do with their
perspective on life than with making a given trade. For example, a
trend follower’s perspective includes patience. Like the African lion
waiting for days for the right moment to strike its unsuspecting prey,
a trend follower can wait weeks or months for a trend.

Ideally, traders go short as often as they go long, enabling them
to make money in both up and down markets. However, a majority
of “traders” won’t or can’t go short. They resemble investors in that
they struggle with the concept of making money when a market
declines. We hope that after reading Trend Following, the
confusion and hesitation associated with making money in down
markets will dissipate.

Fundamental v. Technical;
What Kind of Trader Are You?

There are two basic theories of trading. The first theory is
fundamental analysis, the study of external factors that affect the
supply and demand of a particular market. Fundamental analysis

o
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pays attention to factors like weather, government policies,
domestic and foreign political and economic events, price-earnings
ratios, and balance sheets. By monitoring supply and demand
factors, or “fundamentals” for a particular market, it is supposedly
possible to predict a change in market conditions before that
change has been reflected in the price of the market.

The vast majority of Wall Street are proponents of fundamental
analysis. They are the academics, brokers, and analysts who spoke
highly of the “new economy,” predicting that all dot-com stocks
would rise forever due to an assortment of fundamental forecasts.
Millions bought into their rosy projections and rode the dot-com
bubble straight up with no clue how to exit when the bubble burst.

Has anyone changed their investment strategies, or do they still
need their daily fix of fundamental headlines? Evidence that
nothing has changed can be found in Yahoo! Finance’s commentary
outlining a single day of trading in the fall of 2003:

“It started off decent, but ended up the fourth straight down day
for stocks . . . early on, the indices were in the green, mostly as a
continuation from the bounce Monday afternoon . . . but as the day
wore on and the markets failed to show any upward momentum,
the breakdown finally occurred . . . The impetus this time was
attributed to the weakness in the dollar, even though the dollar was
down early in the day while stocks were up . . . also, oil prices
popped higher on wishful thinking statements from a Venezuelan
official about OPEC cutting production . . . whether or not these
factors were simply excuses for selling, or truly perceived as
fundamental factors hardly matters . . . The tone is fragile and the
chartists are becoming increasingly concerned about a more
significant correction . . . the late, quick dip in the indices at the
close didn’t help . . . the corporate news was generally good . . .
Home Depot (HD 34.95 -0.52) had an excellent earnings report but
lost early stock gains . . . Agilent (A 27.77) also had good earnings
.. . General Electric (GE 28.44 +0.63) was upgraded to ‘buy’ at
Merrill Lynch.”

Millions of readers still log on to Yahoo! Finance every day, so
on their behalf we ask the following questions:

e Why aren’t four straight down days a good thing if you are

short?

e Please define with a precise formula the term bounce.

o

Whenever we get a period
of poor performance, most
investors conclude
something must be fixed.
They ask if the markets
have changed. But trend-
following presupposes
change.

John W. Henry’

One of our basic
philosophical tendencies is
that change is constant,
change is random, and
trends will reappear if we
go through a period of non-
trending markets. It's only
a precursor to future
trends and we feel if there
is an extended period of
non-trending markets, this
really does set up a base
for very dynamic trends in
the future.

Former Head of Research
at John W. Henry8
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But I think our ace in the

hole is that the

governments usually screw
things up and don’t
maintain their sound

money and policy

coordination. And about
the time we’re ready to give
up on what usually has
worked, and proclaim that
the world has now
changed, the governments
help us out by creating

unwise policy tha

t helps

produce dislocations and

trends.

Jerry Parker!1

e Please define with a precise formula the term upward
momentum.

e Who attributed the impetus to weakness in the dollar? How did
they do this?

e Please define with a precise formula the term fragile tone.
e What does the corporate news was generally good mean?

e What does it say for fundamental analysis that Home Depot
reported good earnings, but the stock dropped?

e Merrill Lynch has issued a buy for GE. Will there ever be a
sell? How much does Merrill Lynch say we should buy of GE?

Where are the facts in Yahoo!’s commentary? Where is the
objectivity? One of the greatest trend followers, Ed Seykota, nails
the problem of fundamental analysis with his typical good humor:

“One evening, while having dinner with a fundamentalist, I
accidentally knocked a sharp knife off the edge of the table. He
watched the knife twirl through the air, as it came to rest with the
pointed end sticking into his shoe. ‘Why didn’t you move your foot?’
I exclaimed. ‘T was waiting for it to come back up,” he replied.”

Don’t we all know an investor who is waiting for “their” market
to come back? Motley Fool’s home page reflects the folly of literally
“banking on” fundamental analysis as a solution:

“It all started with chocolate pudding. When they were young,
brothers David and Tom Gardner learned about stocks and the
business world from their father at the supermarket. Dad, a lawyer
and economist, would tell them, ‘See that pudding? We own the
company that makes it! Every time someone buys that pudding,
it’'s good for our company. So go get some more!’” The lesson
stuck.”10

David and Tom Gardner’s pudding story may be cute but it is
not complete. Their plan gets you in, but it doesn’t tell you when to
get out of the pudding stock or how much of the pudding stock you
must buy. Unfortunately, many people believe their simple story is
a good strategy for making money.

The second theory, technical analysis, operates in stark
contrast to fundamental analysis. This approach is based on the
belief that, at any given point in time, market prices reflect all
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known factors affecting supply and demand for that particular
market. Instead of evaluating fundamental factors outside the
market, technical analysis looks at the market prices themselves.
Technical traders believe that a careful analysis of daily price action
is an effective means of capitalizing on price trends.

Now here is where the understanding of technical analysis gets
tricky. There are essentially two forms of technical analysis. One
form is based on an ability to “read” charts and use “indicators” to
divine the market direction. These so-called technical traders use
methods designed to attempt to predict a market direction. Here is
a great example of the predictive view of technical analysis:

“I often hear people swear they make money with technical
analysis. Do they really? The answer, of course, is that they do.
People make money using all sorts of strategies, including some
involving tea leaves and sunspots. The real question is: Do they
make more money than they would investing in a blind index fund
that mimics the performance of the market as a whole? Most
academic financial experts believe in some form of the random-
walk  theory analysis
indistinguishable from a pseudoscience whose predictions are
either worthless or, at best, so barely discernably better than
chance as to be unexploitable because of transaction costs.”12

and consider technical almost

This is the view of technical analysis held by the majority—that
it is some form of superstition, like astrology. Technical prediction
is the only application of technical analysis that the majority of Wall
Streeters are aware of as evidenced by equity research from Credit
Suisse First Boston:

“The question of whether technical analysis works has been a
topic of contention for over three decades. Can past prices forecast
future performance?”13

However there is another type of technical analysis that neither
predicts nor forecasts. This type is based on price. Trend followers
form the group of technical traders that use this type of analysis.
Instead of trying to predict a market direction, their strategy is to
react to the market’s movements whenever they occur. Trend
followers respond to what has happened rather than anticipating
what will happen. They strive to keep their strategies based on
statistically validated trading rules. This enables them to focus on
the market and not get emotionally involved.

o

While a fundamental
analyst may be able to
properly evaluate the
economics underlying a
stock, I do not believe they
can predict how the
masses will process this
same information.
Ultimately, it is the dollar-
weighted collective
opinion of all market
participants that
determines whether a
stock goes up or down.
This consensus is revealed
by analyzing price.
Mark Abraham
Quantitative Capital Management, LP.

Markets aren’t chaotic, just
as the seasons follow a
series of predictable trends,
so does price action.

Stocks are like everything
else in the world: They
move in trends, and trends
tend to persist.

Jonathan Hoenig

Portfolio Manager,
Copitalistpig Hedge Fund LLC
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It is not the strongest of the
species that survive, nor
the most intelligent, but the
ones most responsiove to
change.

Charles Darwin

It is when the
unimaginable occurs that
the systematic trader
remains calm, presciently
knowing when to buy, sell,
or adjust their exposure.

Mark Abraham
Quanfitative Capital Management, L.P.

However, price analysis never allows trend followers to enter at
the exact bottom of a trend or exit at the exact top of the trend.
Second, with price analysis they don’t have to trade every day.
Instead, trend followers wait patiently for the right market
conditions instead of forcing the market. Third, there are no
performance goals with price analysis. Some traders might embrace
a strategy that dictates, for example, “I must make $400 dollars a
day.” Trend followers would ask them, “Sure, but what if the
markets don’t move on a given day?”

One trend follower summarized the problem:

“I could not analyze 20 markets fundamentally and make
money. One of the reasons [Trend Following] works is because you
don’t try to outthink it. You are a trend follower, not a trend
predictor.”14

Discretionary v. Mechanical:
How Do You Decide?

We have established the idea that you can be an investor or
trader. We have established that trading can be fundamentally or
technically based. Further, technical trading can be predictive or
reactive. And we've explained how trend followers are traders who
use a reactive technical approach based on price. However, there
is one more distinction. Traders can be discretionary or
mechanical.

John W. Henry, one of the best trend followers over the last 20
years, thinks it’s important for clients to know his approach and he
makes a clear distinction between the two strategies: “JWH believes
that an investment strategy can only be as successful as the
discipline of the manager to adhere to the requirements in the face
of market adversity. Unlike discretionary traders, whose decisions
may be subject to behavioral biases, JWH practices a disciplined
investment process.”15

When Henry speaks of decisions that may be subject to behavioral
biases, he is referring to the legions of traders who make their buy
and sell decisions based on the sum of their market knowledge,
their view of the current market environment, or any number of
other factors. In other words, they use their discretion—hence the use
of “discretionary” to describe their approach to trading.

o
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Decisions made at the “discretion” of the trader are subjective
and therefore can be changed or second-guessed. There are no
ironclad assurances that these discretionary trading decisions are
based on reality, and not colored by personal bias. Of course, a
trader’s initial choices to launch the system are discretionary. You
must make discretionary decisions like choosing a system, selecting
your portfolio, and determining a risk percentage. However, once
you've decided on the basics, you can then choose to systematize
these discretionary decisions and from that point on rely on a
mechanical trading system.

Mechanical trading, used by trend followers, is based on an
objective and automated set of rules. The rules are derived from
their market view or philosophy. Traders rigidly follow these trading
rules (often putting them into computer programs) to get
themselves in and out of the market. A mechanical trading system
makes life easier by working to eliminate emotion from trading
decisions and forcing you stick to the rules. It enforces discipline. If
you break your own rules with a mechanical trading system, you
can go broke.

John W. Henry speaks to the downsides of discretionary
trading:

“Unlike discretionary traders, whose decisions may be subject
to behavioral biases, JWH practices a disciplined investment
process. By quantifying the circumstances under which key
investment decisions are made, the JWH methodology offers
investors a consistent approach to markets, unswayed by
judgmental bias.”16

It seems a bit rigid to say you can’t even use just a little
discretion when faced with a trading decision, doesn’t it? After all,
where’s the “fun” if all you ever do is follow a mechanical model?
But then Trend Following isn’t about fun. It’s about winning. The
Director of Research of Campbell and Company, one of the oldest
and most successful Trend Following firms, is adamant about
avoiding discretion:

“One of our strengths is to follow our models and not use
discretion. This rule is written in stone at Campbell.”17

You will see that, like Campbell’s Director of Research, trend
followers use their words carefully and deliberately. It was
encouraging to us to find that there are few if any instances when
their words don’t reflect their performance data.

o

The trend is your friend
except at the end when it
bends.

Ed Seykotal8

I feel sorry for the traders
who watch CNBC all day,
every day. They hope to eeck
out some competitive
advantage from the
comments of some guy who
has never traded an S&P
contract in his life. Even if
the media happened to
have something relevant to
say, the news is already
reflected in the open, high,
low, close, open interest
and daily volume.

Christian Baha
CEO Superfund

A very private individual,
with whom I am closely
associated, has quietly
turned $150,000 of his own
capital into over 84.5
million trend following
since 1997.

Tom Rollinger
Altegris Investments



CovelChOl.qgrk

9/29/05

12:22 PM Page 12

—p—

Trend Following: How Great Traders Make Millions in Up or Down Markets

Defining a trend is like
defining love. We know it
when we see it, but we are
rarely sure exactly what it
is. Fung and Hsieh’s paper
goes a long way to doing
for trends what poets have
been trying to do for love
since time immemorial.
They give us a working
model that quantitatively
defines their value for us.
Traders will not be
surprised to learn that
Trend Following advisors
performed best during
extreme market moves,
especially during bad
months for equities.?

Timeless

Trend Following is not new. The strategy is simply discovered
by new generations of traders at different times:

“|Salem Abraham, a trend follower,] began researching the
markets by asking a simple question: Who is making money? The
answer was trend followers and his journey began.”19

Few people have made the journey with Salem Abraham.
During the dot-com era of the late 1990s, so many investors and
traders with so little strategy were making so much money that
trend followers disappeared from the radar screen even though they
kept right on making money.

Since Trend Following has nothing to do with short-term
trading, cutting edge technologies, or Wall Street Holy Grails, its
appeal was negligible during the stock market bubble. If investors
could jump on the bandwagon of practically any “long only” hedge
fund manager or turn a profit trading themselves by simply buying
internet stocks and holding on to them, what need was there to
adopt a strategy such as Trend Following?

However, when we look at how much money trend followers
have made since the bubble has popped, Trend Following becomes
far more relevant. The following chart (Chart 1.1) shows a
hypothetical index of three longtime Trend Following firms
compared against the S&P stock index. The chart combines Dunn
Capital Management, Campbell and Co., and John W. Henry and
Co. into an equally-weighted index:
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Comparison of CTA Index to the S&P 500 Cash
January 1985-November 2003
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CHART 1.1: Trend Following Index Compared to S&P and NASDAQ

Yet even when Trend Following success is brought to their
attention, investors are still often skeptical. They say the markets
have changed and that Trend Following no longer works. Their
concern usually stems from a random press story of a trend follower
who “blew up” and lost all of his and his clients’” money. But the
truth is that Trend Following hasn’t changed, even though a single
trend follower may have. That is a big difference.

Let’s put change and Trend Following in perspective. Markets
behave the same as they did 300 years ago. In other words, markets
are the same today because they always change. This is a
philosophical underpinning of Trend Following. A few years ago, for
example, German mark trading had significant trading volume. Now
the Euro has replaced the German mark. This was a huge, yet
typical, change. If you are flexible, market changes, like changes in
life, don’t have to impact you negatively.

o

Index

$100,000.00

$10,000.00

T T M Index
, 0 S&P 500
$1,000.00
82
8 I

Index Final Value: $47,891
S&P 500 Final Value: $6,326

Change is not merely
necessary to life—it is life.
Alvin Toffler



CovelChOl.qgrk 9/29/05 12:22 PM Page 14 $

Trend Following: How Great Traders Make Millions in Up or Down Markets

The people who excel in
any field are people who
realige that the moment is
there to be seised—that
there are opportunities at
every turn. They are more
alive to the moment.

Charles Faulkner?3

Accepting the inevitability of change is the first step to
understanding Trend Following philosophy. John W. Henry
describes the benefits of understanding change:

“But what won’t change? Change. When a period of difficult
performance continues, however, most investors’ natural
conclusion is that something must be done to fix the problem.
Having been through these drawdowns before, we know that they
are unpleasant, but they do not signal that something is necessarily
wrong with the future. During these periods almost everyone asks
the same question in these exact words: ‘Have the markets
changed?’ 1 always tell them the truth: ‘Yes.” Not only have they
changed, but they will continue to change as they have throughout
history and certainly throughout our 19 years. Trend Following
presupposes change. It is based on change.”21

Markets go up, down, and sideways. They trend. They flow.
They surprise. No one can forecast a trend’s beginning or end until
it becomes a matter of record, just like the weather. However, if
your trading strategy is designed to adapt to change, you can take
advantage of the changes to make money:

“If you have a valid basic philosophy, the fact that things
change turns out to be a benefit. At least you can survive. At the
very least, you will survive over the long term. But if you don’t have
a valid basic philosophy, you won’t be successful because change
will eventually kill you. I knew I could not predict anything, and
that is why we decided to follow trends, and that is why we’ve been
so successful. We simply follow trends. No matter how ridiculous
those trends appear to be at the beginning, and no matter how
extended or how irrational they seem at the end, we follow
trends.”—John W. Henry?22

What does Henry mean by “a valid basic philosophy”? He is
talking about a trading strategy that can be defined, quantified,
written down, and measured in terms of numbers. Do you have one
of those? Does your broker have one? Does your mutual fund
manager have one? Does your high-flying hedge fund have one?
Trend followers do not guess if they must buy or sell. They know
what to do, because they have their “valid basic philosophy” set in
a plan.
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Has Trend Following Changed?

There are plenty of people who ignore Trend Following’s
tremendous track record and argue that it is outdated or inferior or
that it plain doesn’t work.

“Has Trend Following changed?” was the topic of a panel at the
Managed Fund Association’s Network 2001 conference. Dr. Patrick
L. Welton, CEO and Chairman of Welton Investment Corporation,
said that there is no evidence that Trend Following has changed. In
order to prove this fact, he constructed 120 trend-following models.
Some were reversal-based, and others were not. Some were
breakout-based on price with others on volatility and band-style
breakouts. The average holding periods ranged from two weeks to
one year. The results gave almost identical performance
characteristics in periods covering the late 1980s, early 1990s, and
late 1990s.

Welton also addressed the misconception that the sources of
return for Trend Following had changed, saying that there was no
evidence to support that perception. He pointed out that starting
from first principles, it was a fact that the source of return for Trend
Following resulted from sustained market price movements. Human
reaction to such events, and the stream of information describing
them, takes time and runs its course unpredictably. Welton went on
to state that the resulting magnitude and rate of change of price
could not be reliably forecast. This is the precise reason why Trend
Following works.24

Burt Kozloff, a consultant in the hedge fund industry, also
confronted skeptics. Here is an excerpt from a presentation he gave:

“In February 1985, on a tour of Germany sponsored by the
Deutsche Terminborse, several advisors and pool operators were
making a presentation to a group of German institutional investors.
Among them were two trend-based traders, Campbell & Co. and
John W. Henry & Co. During the question-and-answer period, one
man stood and proclaimed: ‘But isn’t it true that Trend Following is
dead?’ At this point, the moderator asked that slides displaying the
performance histories for Campbell and Henry be displayed again.
The moderator marched through the declines, saying: ‘Here’s the

The four most expensive
words in the English
language are “this time it’s
different.”

Sir John Templeton

While conceding tacitly or
explicitly that over the long
run daily price movements
are serially independent
(move randomly) technical
analysts focus on recurring
short term patterns and
trends. They are like
surfboard riders, who
study the movements of the
waves, not in order to
understand why they
behave as they do, but
simply in order to be on
hand whenever they surge,
to catch them at their crest,
or as soon thereafter as
possible to ride them as far
as they possible can, and
to dissemble before they
change direction.

Morton S. Baraiz2’
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By honest I don’t mean that
you only tell what’s true.
But you make clear the
entire situation. You make
clear all the information
that is required for
somebody else who is
intelligent to make up their
mind.

Richard Feynman

first obituary for trend-based trading. Here’s the next one . . . and
the next but these traders today are at new highs, and they
consistently decline to honor the tombstones that skeptics keep
erecting every time there’s a losing period.” Campbell and JWH have
made their investors hundreds of millions of dollars since that time.
It might, therefore, be a mistake to write yet another series of
obituaries.”2¢

A new Trend Following obituary will be written every few years
despite the incredible amounts of money made by its practitioners.
Perplexed at Wall Street’s lack of acceptance, John W. Henry once
responded to Trend Following critics:

“How can someone buy high and short low and be successful for
two decades unless the underlying nature of markets is to trend?
On the other hand, I've seen year-after-year, brilliant men buying
low and selling high for a while successfully and then going broke
because they thought they understood why a certain investment
instrument had to perform in accordance with their personal
logic.”27

Trend followers generally seem to be oblivious to those who
question the validity of their strategy. Why spend energy constantly
defending yourself when you are producing monster returns year
after year?

Trend Following Modus Operandi:
Follow Price

Trend followers generate phenomenal returns because their
decisions are ultimately based on one piece of core information:
price. In an increasingly uncertain and, these days, downright
unfriendly world, it is extremely efficient and effective if our
decision-making is based on this single, simple, reliable truth. The
constant barrage of fundamental data, such as price-earnings
ratios, crop reports, and economic studies, plays into traders’
tendencies to make trading more complicated than it needs to be.
Yet, factoring in every possible fundamental still does not tell a
trader how much and when to buy, or how much and when to sell.

It is not unusual for many traders to become familiar with and
focus on only one market (usually in their own country) to the
exclusion of all other global opportunities. Seeking to maintain the

o
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maximum degree of comfort, they follow this one familiar market’s
movements faithfully. If they specialize in stocks, they wouldn’t
dream of branching out into currencies or futures. How can a stock
trader know anything about currencies? The idea that you could
know enough about Cisco and soybeans to trade them both seems
unfathomable to some. But think about what cotton, crude oil,
Cisco, Sun, GE, the U.S. dollar, the Australian dollar, soybeans,
wheat, Microsoft, EMC, and Oracle all have in common. Price.

Market prices are the objective data. You can compare and
study prices and measure price movements, even if you know
nothing about the markets themselves. You can look at individual
price histories and charts without knowing which market is which
and trade them successfully.

Follow the Trend

Don’t try to guess how far a trend will go. You can’t. Peter
Borish, former second-in-command for Paul Tudor Jones, lays bare
the only concern a trader must have:

“Price makes news, not the other way around. A market is going
to go where a market is going to go.”28

The concept of price as the trading cue is just too darn simple
for people to accept. This is demonstrated by the mainstream press,
who always emphasize all the wrong numbers:

“At some point investing is an act of faith. If you can’t believe
the numbers, annual reports, etc., what numbers can you
believe?”—Bill Griffith, Anchor, CNBC

Bill Griffith misses the point when he asks what numbers you
can believe if you can’t believe a company’s annual report. It doesn’t
matter whether you can or cannot believe the earnings statement.
All of these numbers can be doctored. The traded price can’t be
fixed. It’s the only number to believe. However, this simple fact does
not diminish the confusion. Alan Sloan, by all accounts a fine
finance reporter, searches for numbers to trust:

“If some of the smartest people on Wall Street can’t trust the
numbers you wonder who can trust the numbers.”

What numbers is Sloan talking about? Balance sheets? Price-
earnings ratios? You can’t ever trust those numbers. Someone can

o

[Trend Following] is
motivated by a very broad
interpretation of the
universe. The underlying
belief is that economic
systems adjust to changes
in_fundamentals gradually
and over long periods of
time, and that the
consequent trends are
evident everywhere in
human history and
commerce. Political,
economic and social
regime changes trigger
price adjustments in
markets that don’t happen
instantaneously. For
example, the growth and
decline of the Roman
Empire took place, not in a
day, but over hundreds of
years. A major problem, of
course, is that markets
don’t move from one state
to another in a straight
line: there are periods of
countertrend shock and
volatility. We spend most of
our time trying to find
ways to deal with those
unsettling but inevitable
events. That being said, it
is really not difficult to put
together a simple trend-
Sfollowing system that can
Senerate positive returns
over a realistic holding
period 7i and there are
many, many commercial
systems that have been
denerating strong, albeit
volatile, returns for a long
time. So there are definitely
firm grounds for believing
in Santa Claus.

Paul Mulvaney
(10 of
Mulvaney Capital Management Lid.
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Ed Seykota is a genius and
a great trader who has
been phenomenally
successful. When I first met
Ed he had recently
graduated from MIT and
had developed some of the
first computer programs
for testing and trading
technical systems. . . .Ed
provided an excellent role
model. For example, one
time, he was short silver
and the market just kept
eking down, a half penny a
day. Everyone else seemed
to be bullish, talking about
why silver had to go up
because it was so cheap,
but Ed just stayed short.
Ed said, “The trend is
down, and I'm going to
stayy short until the trend
changes.” I learned
patience from him in the
way he followed the trend.”
Michael Marcus3!

always alter them. Beyond that, even if you knew accurate balance
sheet numbers, they can never help you determine when or how
much to buy or sell. John W. Henry drives home the critical lesson:

“. .. [P]olitical uncertainty is one reason why John W. Henry &
Company, Inc. (JWH) investment decisions are not driven by
discretionary judgements. How, for example, do you measure the
impact of statements from Messrs. Greenspan, Rubin, Summers,
Miyazawa, or Sakakibara? Even if JWH knew all the linkages
between fundamentals and prices, unclear policy comments would
limit our ability to generate returns...trying to interpret the tea
leaves in Humphreys-Hawkins testimony or the minds of Japanese
policy authorities does not lend itself to disciplined systematic
investing. Instead of trying to play a losers game of handicapping
policy statements our models let market prices do the talking.
Prices may be volatile but they do not cloud the truth in market
reactions. Our job is to systematically sift price data to find trends
and act on them and not let the latest news flash sway our market
opinions.”29

You can’t read tea leaves. John W. Henry can’t. Ed Seykota
can’t. Nobody can. William Eckhardt, a longtime trend follower and
former partner of trend follower Richard Dennis, builds off Henry’s
wisdom by describing how price is what “traders live and die by.”
The moment you add any other variables to the decision-making
process, you've diluted price:

“An important feature of our approach is that we work almost
exclusively with price, past and current . . . Price is definitely the
variable traders live and die by, so it is the obvious candidate for
investigation . . . Pure price systems are close enough to the North
Pole that any departure tends to bring you farther south.”30

How does a trend follower perceive the trading process? A well-
known trend follower relates this story about trading sugar. He had
been buying sugar—thousands of sugar contracts. Every day, the
market was closing limit up. Every day, the market was going higher
and higher. This trend follower just kept buying more and more
sugar each day limit up. A broker was watching all this. One day the
broker called after the market was closed because he had extra
contracts of sugar that were not balanced out, and he said to this
trend follower, “I bet you want to buy these other 5,000 contracts
of sugar.” The trend follower replied, “Sold.”
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Think about that: After the market has closed limit up for days
in a row, this trader says, “Sure, I'll buy more sugar contracts at the
absolute top of the market.” Why is this an important lesson?
Everybody instinctively wants to buy sugar on the dip. Let it come
down low. Let me get a bargain. Trend Following works by doing the
opposite, by buying higher prices.

Let’s say you saw a stock go from 5 to 100. When it was at 5,
you didn’t know it was going to go to 100. And trend followers didn’t
know it was going to go to 100 either. But they were buying all
along, knowing that it could go to 100 even though it might not. So
did it make sense to miss out on this trade that went to 100 because
you did not enter at 5¥ Would you have avoided the trade if you had
had the chance to get in at 20 instead of 57 If you got in at 20 and
it went to 100, you made a great trade. You can’t time the trade. No
one can pick a top or bottom.

Fven Good Traders Confuse Price

The trading histories of Julian Robertson and Louis Bacon,
two famous hedge fund managers, underscore the importance of
price for decision making.

In the last few years, Julian Robertson shut his long running
hedge fund down. He was a global macro trader who relied on
fundamentals for decision-making. He had a close relationship
with another global macro trader, Louis Bacon. Bacon is
extremely secretive to the extent that it’s nearly impossible to
find out his performance numbers unless you are a client. We do
know from the little bit of writing available on Bacon that he’s
pulled hundreds of millions, if not billions, of profit from the
marketplace. While Bacon does not advertise himself as a trend
follower, the following excerpt leaves no doubt that he is focused
on price action just as much as John W. Henry:

“If a stock goes from 100 to 90, an investor who looks at
fundamentals will think maybe it’s a better buy,” explains one
source. “But with Louis [Bacon], he will fisure he must have
been wrong about something and get out.” Contrast that, say,
with [Julian] Robertson, who, even after shutting down his firm,
was doggedly holding on to massive positions in such stocks as
US Airways Group and United Asset Management Corp... [Bacon

o

Be less curious about
people and more curious
about ideas.

Marie Curie

The wisest Trend Follower
we know has said that
every 5 years some _famous
trader blows up and
everyone declares Trend
Following to be dead. Then
5 years later some famous
trader blows up and
everyone declares Trend
Following to be dead. Then
5 years later . . . well, was
the problem Trend
Following or the trader?
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[Trend Following] is
similar to being long
options because the stop
loss creates a limited
downside, and the
continuation of the trend
creates the large upside.
This is why the phrase for
this approach to trading is
to ‘cut losses’ and to ‘let
profits run.” Of course, if
trends continually fail to
materialize, these limited
losses can accumulate to
large losses. This is also
true for any option
purchase strategy. For
trend followers, the ‘option
premium’ is ‘paid’ for after
an unsuccessful trade is
closed when a stop loss
has been reached. The
premium can also be ‘paid’
after markets have moved
a great deal, profits have
been made, and a reversal
causes a trailing stop to be
hit, and some of the profits
reversed.

Michael S. Rulle,

President
Graham Capital Munugemem34

You will also find
additional research from
Duke University on our
Web site,
www.trendfollowing.com,
that takes Rulle’s point to
an academic proof.

also offered] in a recent investor letter: Those traders with a
futures background are more ‘sensitive’ to market action,
whereas value-based equity traders are trained to react less to
the market and focus much more on their assessment of a
company’s or situation’s viability.”32

Today, Louis Bacon is still trading and following the price.
But Julian Robertson is out of the game, due in part, perhaps, to
his refusal to accept “price” as his decision-making cue.

Trend followers are in the moment. They know that attempting
to pinpoint the beginning of a trending market is futile. When
trends begin, they often arise from a flat market that doesn’t appear
to be trending in any direction. The idea is to take small bets early
on in a market to see if the trend does, indeed, mature and get big
enough to make big money. How do Trend Following strategies
succeed? Michael Rulle, President of Graham Capital Management
and a trend follower, states:

“The ability of Trend Following strategies to succeed depends
on two obvious but important assumptions about markets. First, it
assumes that price trends occur regularly in markets. Secondly, it
assumes that trading systems can be created to profit from these
trends. The basic trading strategy that all trend followers try to
systematize is to ‘cut losses’ and ‘let profits run.””33

We asked Charles Faulkner, a modeler of top traders and an
expert in Neuro-Linguistic Programming, to expand upon this, at
first glance, simple idea:

“Many traders have told me the first rule of trading is to, ‘Cut
your losses, and let your profits run.” And then, that it’s the hardest
thing to do. Seldom do any of them wonder why, and yet this is
exactly where the efficient market hypothesis breaks down, and the
psychological nature of the markets shows through. When we lose
or misplace something we expect to find it later. The cat comes
back. We find our car keys. But we know a dollar on the street will
not be there with the next person who passes by. So experience
teaches us that losses are unlikely and gains are hard. ‘A bird in the
hand is worth two in the bush.’ This is when I tell them that they
earn their trading profits by doing the hard thing—by going against
human nature. This is where the discipline comes in, the
psychological preparation, the months of system testing that give

o
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the trader the confidence to actually trade against his natural
tendencies.”

If cutting losses and letting profits run is the trend follower’s In Patton my favorite scene
mantra, it is because harsh reality dictates that you can’t play the s when U.S. General
game if you run out of money. Nor can you predict the trend George S. Patton has just
direction, as Christopher Cruden, Managing Director of the trend spent weeks studying the

. i writing of his German
follower Tamiso and Co., points out: adversary Field Marshall

“I would prefer to finish with a certain currency forecast, based Er‘win. Rom.me.l and is .
upon my own fundamental reading of the market and one which crushing h”,n nan epie
. . . tank battle in Tunisia.
underpins my personal investment philosophy . . . The only Patton, sensing victory as
problem is I can’t tell you when this will happen or which event will e peers onto the battle

be first. On that basis alone, it seems best to stay with our field from his command

systematic approach.”35 post, growls, “Rommel, you
. L o magnificent bastard. I read

Cruden knows a potential forecast will give uncertain investors your book!”
a feeling of confidence, but he also knows forecasting is impossible. Paul Tudor Jones
Why pretend? as quoted in the Foreword fo
! The Alchemy of Finance

A good example of not letting profits run can be seen in trading
strategies that take profits off the table before a trend is over. For
example, a broker revealed to us that one of his strategies was to
ride a stock up for a 30 percent gain and then exit. That was his
strategy. Let it go up 30 percent and get out. Sounds reasonable.
However, a strategy that uses profit targets is problematic. The
biggest problem is that it goes against the math of getting rich,
which is to let your profits run. Trend followers ride trends as far as
they can instead of taking their profits as soon as they make them.
If you can’t predict the end or top of a trend, why get out early and
risk leaving profits on the table?

For example, you start with $50,000. The market takes off and Are you a bull market
your account swells to $80,000. You could, at that point, quickly baby?‘ sz you survive in
pull your $30,000 profit off the table. Your misconception is that if ~“'* situation?
you don’t take those profits immediately, they will be gone.

Refusing to risk those accumulated profits is a big mistake.

Trend followers realize that a $50,000 account may go to
880,000, back to 855,000, back up to $90,000, and from there,
perhaps, all the way up to $200,000. The person who took profits at
$80,000 is not around to take the ride up to $200,000. Letting your
profits run is tough psychologically. But understand that in trying to
protect every penny of your profit, you actually prevent yourself
from making big profits.
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I began to realise that the
big money must
necessarily be in the big
swing.

Jesse Livermore

Handling Losses

You are going to have ups and downs in your trading account.
Losses are a part of the trading game. You're going to have losses
with Trend Following:

“You can’t make money if you are not willing to lose. It’s like
breathing in, but not being willing to breathe out.”—Ed Seykota3¢

If you don’t have losses, you are not taking risks. If you don’t
risk, you won’t win big. Losses aren’t the problem. It’s how you deal
with them. Ignore losses with no plan and they will come back to
haunt you. Trend Following works to handle loss with stops. This
sensible approach allows you to continue to trade:

“Theoretically, really big losses rarely befall a trend follower
since he decides to eliminate or reverse his position as soon as the
market goes against him. A lot of little losses are inevitable . . . The
rationale for hanging in is that any price move could be the
beginning of a trend, and the occasional big breakout justifies a
string of small losses.”37

Conclusion

A wise trend follower once told me a story about when he was
in Bermuda, with a new trader who wanted to learn the “secrets.”
“Just give me the quick and dirty version,” the neophyte said. The
experienced trader took the newbie out to the beach. They stood
there watching the waves break against the shoreline. The neophyte
asked, “What’s your point?” The old trader said, “Go down to the
shoreline where the waves break. Now begin to time them. Run out
with the waves as they recede and run in as the waves come in. Can
you see how you could get into rhythm with the waves? You follow
the waves out and you follow them in. You just follow their lead.

In our search for the facts about Trend Following, we learned
that its basic tenets, its philosophical underpinnings, are relevant
not only to trading, but also to our lives in general, from business to
personal relationships. We also found in our conversations with the
old pro trend followers that Trend Following works best when
pursued with an unbridled passion.
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How important is passion? Brett Steenbarger, Ph.D., an
Associate Professor of Psychiatry and Behavioral Sciences at SUNY
Upstate Medical University in Syracuse, NY, puts it in perspective:

“Find your passion: the work that stimulates, fascinates, and  Many people would sooner

endlessly challenges you. Identify what you find meaningful and die than think; in fact, they
rewarding, and pour yourself into it. If your passion happens to be do so.
the markets, you will find the fortitude to outlast your learning
curve and to develop the mastery needed to become a professional.
If your passion is not the markets, then invest your funds with
someone who possesses an objective track record and whose
investment aims match your own. Then go forth and pour yourself
into those facets of life that will keep you springing out of bed each
morning, eager to face each day.”38

Bertrand Russell

As we assembled Trend Following, we found that when used
within the context of passion, the term “Trend Following” could
also be substituted throughout for other activities in life. Our
insight occurred when rereading this passage from a 1938 book on
creative writing by Brenda Ueland:

“Whenever I say writing in this book I also mean anything that Among people who take the
you love and want to do or to make. It may be a six act tragedy in  trouble to understand what

blank verse, it may be dressmaking or acrobatics, or inventing a  the business is about
instead of assuming it

new system of double entry accounting . . . but you must be sure .

) o . . involves speculating on
that your imagination and love are behind it, that you are not . costle. it is readily
working just from grim resolution, i.e., to impress people.”39 understood.

Bruce Cleland

Trend followers do not trade with grim resolve or with an 4
Campbell and Co.

intention to impress others. They are playing the game to win and
enjoying every moment of it. Like other high level performers, such
as professional athletes and musicians, they understand how
critical it is to maintain a winning attitude if you want success.

Key Points

e Ed Seykota: “All profitable systems trade trends; the difference
in price necessary to create the profit implies a trend.”

¢ Trend Following is based on simple universal laws we can all
learn.

¢ No one knows how high or how low a market will go. No one
knows when a market will move. You can’t undo the past, and

o
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If you take emotion—would
be, could be, should be—
out of it, and look at what
is, and quantify it, I think
you have a big advantage
over most human beings.
John W. Henry#!

A trend is a trend is a
trend, Gertrude Stein
would have said if she
were a trader . . . Once you
have a game plan, the
differences are pretty
idiosyncratic.

Richard Dennis?

you can’t predict the future. Prices, not traders, predict the
future.

Trend followers buy high and sell low. This is counterintuitive
for most people.

Using “common sense” is not a good way to judge or trade
markets.

Losses are a cost of doing business. No one can be right all the
time. No one can make money all the time. Trend followers
expect and handle losses with objectivity and detachment. If
you don’t have losses, you are not taking risks. If you don’t
risk, you won’t win.

Trend Following is a classic targeting of an opportunity. Bill
Dunn, a trend follower for over 25 years, named one of his
funds “T.O.P.S.” for “targets of opportunity systems.” Don’t
mistake Dunn’s terminology. He is not predicting.

Price must go either up, down, or sideways. No advances in
technology, leaps of modern science, or radical shifts in
perception will alter this fact.

What if they told you that the best way to get to point B,
without bumping into walls, would be to bump into the walls
and not worry about it. Don’t worry about getting to point B,
but just enjoy bumping into the walls.43

“If you take emotion-would be, could be, should be-out of it,
and look at what is, and quantify it,” says John W. Henry,
pontificating from the owner’s box at Fenway Park on a perfect
Sunday afternoon, a bottle of spring water at his side, “I think
you have a big advantage over most human beings.”




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /OK
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo true
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


