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In this installment of George’s Corner I am going to review a piece of software that will help a TradeSta-
tion™ user select a set portfolio of markets from a list of twelve options.  I have been asked many times 
how one can select three or four different markets out of a list that will create the most efficient use of 
capital.  With the limited tools that are available with TS this is an almost impossible task.  If TS could 
merge the equity streams of various markets then you could try trial and error to create a robust portfolio.  
Unfortunately it doesn’t even do this.  

The software that Mike Chalek and I wrote, with the help of Excel or any spreadsheet software can read 
the TS performance reports and merge the equity streams together.  It also runs all of the different permu-
tations and combinations to help determine the most robust portfolio set.  Yes there is a conflict of interest 
here, since Futures Truth sells the Portfolio Selector software.  However, I think it is such a fascinating 
tool I have to elaborate on how it works and how its use can save so much time, effort and possibly capi-
tal.  This software is a very simple tool that simply combines equity streams and is very easy to use.

To demonstrate how the software works lets assume we have $40K of risk capital and a good system.  We 
know we can’t trade twelve markets on $40K but we think we can trade five.  The next logical question 
is how we choose the five from the list of twelve.  Like most traders, we would try to pick five markets 
from different market sectors in an attempt to diversify.  We might pick a currency, an interest rate, an 
energy, a grain and maybe a stock index.  This sounds like a very plausible plan but how do you pick one 
market from each sector to create the most robust portfolio.  The only way to get the definitive answer is 
to examine all of the different combinations of markets and pick the one with the best reward/risk ratio.

Mike Chalek described the process of doing this in an article that he wrote last year for Futures Truth.  
He showed the following equation that can be used to calculate the different number of possible combi-
nations that exist in a given set of “N” elements taken “R” elements at a time.

nCr = n! / (n – r)! * r!

Using this equation and substituting our parameters we get the following:

n = 12 (total markets)
r = 5 (the size of our portfolio)

nCr = 12! / (12 – 5)! * 5!
nCr = 4.79 *108 / 5040 * 120

nCr = 792

That’s a lot of different combinations if we had to do this by hand.  Fortunately, the Portfolio Selector 
software can handle this in a relatively short time span.  Right now the current version of the software 
runs all of the different combinations:

Picking a Portfolio Using the 
Portfolio Selector TS Add-On

by George Pruitt

GEORGE’S CORNER
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PICKING A PORTFOLIO (continued)

This is a total of 4095 iterations.  This took my typical PC about forty 
minutes to run.  In future versions we will have the program only run 
the needed combinations.  The software created 5007 individual files.  
The 4095 files represent the individual combinations of equity streams 
and the additional twelve shows the combined results of the twelve dif-
ferent portfolio sizes.  If you look in your directory you will see twelve 
Combo files and 4095 files labeled in the following manner:

B1.PRN
B2.PRN

These files contain the daily equity streams for the different combina-
tions of markets.

Here is what the Combo2 file looks like.

The different combinations sampled two at a time and their associated performance metrics are shown.  
In B1.PRN you can 
see how the corn and 
crude work together to 
produce $62K in profit 
and $26K in draw 
down.  The corn and 
cotton combination 
produced a very re-
spectable $46K profit 
with a very small 
$7.5K draw down.

Here are the results of the entire 
twelve market portfolio.

As you can see the system did 
fairly well on most markets.  At 
this stage the Portfolio Selec-
tor hasn’t done anything special 
other than put the results in a 
convenient table.  This is where 
most traders start when trying to 
pick their portfolios.  Many will 
fall into the “cherry picking” 
mode and pick the best perform-
ers.  Based on this portfolio we 
would probably pick the S&P, 

PortfolioSize Combinations

1 12

2 66

3 220

4 495

5 792

6 924

7 792

8 495

9 220

10 66

11 12

12 1

 
FileName

 
Mkt1

 
Mkt2

Total
Equity

Draw
Down

Profit /DD
Ratio

Flat
Time

B1.PRN C.tot CL.tot $62,390 $26,108 2.39 312

B2.PRN C.tot CT.tot $46,840 $7,595 6.17 174

B3.PRN C.tot EC.tot $28,275 $36,863 0.77 516

B4.PRN C.tot JY.tot $58,463 $16,663 3.51 199

B5.PRN C.tot KC.tot $75,744 $13,725 5.52 417

B6.PRN C.tot NG.tot $145,980 $61,318 2.38 642

B7.PRN C.tot S.tot $66,575 $22,663 2.94 192

B8.PRN C.tot SP.tot $278,725 $62,738 4.44 591

B9.PRN C.tot TF.tot $37,530 $20,425 1.84 430

B10.PRN C.tot TY.tot $48,075 $10,863 4.43 175

 
FileName

 
Mkt1

Total
Equity

Draw
Down

Profit /DD
Ratio

Flat
Time

A1.PRN C.tot $42,200 $6,500 6.49 200

A2.PRN CL.tot $20,190 $34,140 0.59 373

A3.PRN CT.tot $4,640 $12,985 0.36 451

A4.PRN EC.tot -$13,925 $39,188 -0.36 630

A5.PRN JY.tot $16,263 $29,000 0.56 425

A6.PRN KC.tot $33,544 $23,288 1.44 808

A7.PRN NG.tot $103,780 $63,730 1.63 659

A8.PRN S.tot $24,375 $25,950 0.94 454

A9.PRN SP.tot $236,525 $66,675 3.55 599

A10.PRN TF.tot -$4,670 $26,840 -0.17 968

A11.PRN TY.tot $5,875 $17,063 0.34 327

A12.PRN US.tot -$11,250 $24,156 -0.47 1157
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PICKING A PORTFOLIO (continued)

Corn, Natural Gas, Coffee and Soybeans.  Let’s now look at the Portfolio 5 file that was created by the 
Portfolio Selector and see how close we were.  Here is what the file looks like after we sort for the best 
performing combinations.  Only the best combinations are shown.				  

Well we got pretty lucky.  We picked three out of the five best markets that made up the most robust 
portfolio.  The portfolio that we initially picked actually ended up in the 14th slot.  If we were risk 
averse then this “cherry picked” portfolio is not the one that should be utilized.  The best combined eq-
uity stream is located in the file named D181.PRN.  This file’s contents look like this:

C.tot 	 CT.tot	 KC.tot	 SP.tot	 US.tot	 305658.75	 45305	 6.74668911	 267
20050223,0
20050224,1281.25
20050225,2508.75
20050228,3641.25
20050301,1835
20050302,1526.25
20050303,1916.25
20050304,1475
20050307,4113.75
20050308,5582.5

 
FileName

 
Mkt1

 
Mkt2

 
Mkt3

 
Mkt4

 
Mkt5

Total
Equity

Draw  
Down

Profit /DD
Ratio

Flat
Time

D181.PRN C.tot CT.tot KC.tot SP.tot US.tot $305,659 $45,305 6.75 267

D276.PRN C.tot JY.tot NG.tot S.tot SP.tot $423,143 $62,890 6.73 415

D101.PRN C.tot CL.tot NG.tot S.tot SP.tot $427,070 $64,388 6.63 417

D175.PRN C.tot CT.tot KC.tot S.tot SP.tot $341,284 $51,705 6.60 212

D151.PRN C.tot CT.tot JY.tot KC.tot SP.tot $333,171 $50,680 6.57 320

D296.PRN C.tot KC.tot NG.tot S.tot SP.tot $440,424 $68,300 6.45 481

D185.PRN C.tot CT.tot NG.tot S.tot SP.tot $411,520 $64,683 6.36 415

D262.PRN C.tot JY.tot KC.tot NG.tot SP.tot $432,311 $68,580 6.30 482

D72.PRN C.tot CL.tot JY.tot NG.tot SP.tot $418,958 $66,480 6.30 466

D308.PRN C.tot KC.tot S.tot SP.tot US.tot $325,394 $51,775 6.28 274

D272.PRN C.tot JY.tot KC.tot SP.tot US.tot $317,281 $50,750 6.25 264

D318.PRN C.tot NG.tot S.tot SP.tot US.tot $395,630 $63,359 6.24 467

D156.PRN C.tot CT.tot JY.tot NG.tot SP.tot $403,408 $64,620 6.24 415

D87.PRN C.tot CL.tot KC.tot NG.tot SP.tot $436,239 $70,150 6.22 480

D23.PRN C.tot CL.tot CT.tot NG.tot SP.tot $407,335 $65,593 6.21 468

D266.PRN C.tot JY.tot KC.tot S.tot SP.tot $352,906 $57,150 6.18 261

D282.PRN C.tot JY.tot NG.tot SP.tot US.tot $387,518 $63,296 6.12 467

D107.PRN C.tot CL.tot NG.tot SP.tot US.tot $391,445 $64,825 6.04 469

D171.PRN C.tot CT.tot KC.tot NG.tot SP.tot $420,689 $69,770 6.03 493

D301.PRN C.tot KC.tot NG.tot SP.tot TY.tot $421,924 $70,149 6.01 498

D190.PRN C.tot CT.tot NG.tot SP.tot TY.tot $393,020 $65,764 5.98 429

D612.PRN CT.tot JY.tot NG.tot S.tot SP.tot $385,583 $64,883 5.94 457
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PICKING A PORTFOLIO (continued)

www.longtermtrading.com
Advanced, Long Term Commodity Trading

Systems & Money Management Tools

Our flagship system, Ready-Set-Go, is now rated a Top Ten
Most Consistent Performing System by Futures Truth

•  100% mechanical - TradeStation or Windows software
•  All use completely non-optimized parameters to trade across all 
time frames - no optimization games!
•  All are tested against the same 21 commodity portfolio - no portfolio 
cherry-picking games
•  Automatically adapts to changing market conditions
•  Weekly & Monthly data - only place orders 1/wk or mo!

Visit our website & compare our systems extensive
track records then decide for yourself !! 

20050309,4503.75
20050310,7303.75
20050311,8385

The first line of the file gives the portfolio and its performance metrics.  The following lines are the daily 
equity values of the portfolio.  You can import this into Excel and create a nice looking equity curve.

All of the different Combo files are included in the directory and you can choose whichever combo you 
like and then graph whatever combination 
that fits your risk/reward needs. 

The Portfolio Selector is a very powerful 
tool and one that is especially needed when 
developing a multi-market or multi-system 
portfolio.  It doesn’t care if the daily equity 
streams come from different markets or 
different systems.  You can use the software 
to combine different systems on different 
markets to achieve an even higher level of 
diversification.

Equity Growth


	Table of Contents

	Margins Used for Master Performance Table

	Top Ten Tables

	Systems Tracked In This Issue

	Page 1

	Page 2

	Page 3


	Ranking By Specific Commodity

	Page 1

	Page 2


	Testing Information

	Master Performance Table

	Systems Ranked 1 - 21

	Systems Ranked 21 - 37

	Systems Ranked 37 - 55

	Systems Ranked 56 - 68

	Systems Ranked 68 - 92

	Systems Ranked 92 - 120

	Systems Ranked 121 - 141

	Systems Ranked 142 - 165

	Systems Ranked 165 - 193

	Systems Ranked 193 - 223

	Systems Ranked 223 - 255


	George's Corner: 
Picking a Portfolio Using the Portfolio Selector TS Add-On  
	Page 1

	Page 2

	Page 3

	Page 4


	The 200 Day Moving Indicator As An Overbought Indicator by Lundy Hill
 
	Page 1

	Page 2


	Hidden Cost of Trading by Lundy Hill

	Page 1

	Page 2

	Page 3


	CTA Resource Review

	For The Record

	Page 1

	Page 2


	Vendor Directory

	Page 1

	Advanced Systems

	Advanced Trading Systems

	Allen, R.C.

	Antrobus, Beverly

	Auto Trading Systems

	Barna, Mike

	Been, Erik

	Bristor, Joe

	Brown, Kevin

	The Center for Commodity Research and Trading, Inc.


	Page 2

	Chalek, Mike

	Chan So Han

	Cheung, Rickey

	Clayburg, John Dr.

	Creative Breakthrough, Inc. CTA

	Creative Trading Systems

	Culler, Mike

	Day Trading Institute

	Daytrading Educators

	Dennis, Roberts Jr.


	Page 3

	eForex, Ltd.

	Ehlers, John

	Fast Market Systems

	Financial Facilitators

	First Global Capital Management

	Fisher, John

	Fitschen, Keith

	Ford, Joseph

	Founder Trading

	Fox, Dave

	Futures Truth Co.

	Gettes, Lee


	Page 4

	Gibbs, Andrew

	Graney, Tom

	Grimes, Adam

	Hughes, Chuck

	Imgraben, David

	Jaekle, Urban

	Jewell, Greg

	Knees, Hans Guenther

	Korzenecki, Giles

	L'eau Prosper Research


	Page 5

	LeBeau, Charles

	Lok Tsz Chun

	longtermtrading.com

	Lowry, Scott

	McLarney, David

	Mermer, Michael

	Nakayama, Kazuhiko

	Nishimura, Takaiku

	Orhan, Nihat

	Panagakis, George

	Pee, S.L and Pee, M.H.

	Petros Development Corp.


	Page 6

	Poxon, David

	Profit Quest

	PWA Futures

	Reiter, Dave

	Reppas, David

	Robertson, Emily

	Ruggiero, Murray

	Saidenberg, Rick

	Schmidt, John

	Seival Systems

	Stafford Trading Co.

	Staman, Troy


	Page 7

	Stowell, Joseph

	Strategic Trading Systems, Inc

	Stuckey, Randy

	Studnicki, Walter

	TAURUS Corp.

	Thieme, Ronald

	TimingCharts.com

	Tolan, John

	Traders Software

	The Trading Systems Broker


	Page 8

	TradingVisions Systems, Inc.

	Van Essen, Emil

	Veecee Corp.

	Vivienne, Chris

	Waldock, Andy

	Watson, Brian

	Wilder, Welles

	Wright, David



	Ad Index

	Advanced Trading Systems

	Auto Trading Systems

	Commodity Research Institute Ltd.

	CSI

	Futures Truth Co.

	Futures Press Inc.

	Global Futures

	Holliston Hill Hurd

	longtermtrading.com

	NinjaTrader.com

	OptionVue

	PortfolioSelector

	Prophet.net

	Stafford Trading Company

	TradersStudio

	TradingVisions Systems



