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PRODUCT REVIEW

OmniTrader 2006

NIRVANA SYSTEMS

7000 North MoPac, Suite 425
Austin, TX 78731

Phone: 512 345-2566

Fax: 512 345-4225

Email: sales@nirvsys.com

I nter net: www.omnitrader.com
Product: Real-time and end-of-day
automated trading platform for
stocks and futures.

Requirements: Pentium 4 micro-
processor, 512 MB of memory for
end-of-day version/1 GB for real-
time version, Windows 2000/X P,
Internet Explorer 5.5/newer,
minimum screen resol ution of
1024x768, 2 GB hard disk space,
Internet access to obtain daily
quotes. Note: Real-time edition
requires access to streaming delayed
or real-time market data.

Price: Stocks edition ($495),
futures edition ($695), real-time
edition ($995). Data $29.95/month.

by David Penn

ave we arrived at the point
yet when, instead of smiling
inadmiration of theold-timer
whostill hand-drawshisown
point & figure charts each evening, we
can finaly just say something to the
effect of “Wow, so that’swhat you old
dudes did before OmniTrader?’

I’m no graybeard. And | don’t con-
sider myself a discretionary trader, ei-
ther. I've got a system (or two), rules,
even a sound money management pro-
gram. | also have stacks of yellow legal
pads, skinny spiral notebooks, fat ma-
nilafolders and more Post-it notesthan
astripmall withaStaplesat oneend and
an Office Depot at theother, just to keep
track of my “system(s).”

Why, you might ask, do | go through
al that paperwork to keep track of a
system that could in al likelihood run
by itself? Why not automate the pro-
cess, save myself some time, and cut
back on the inadvertent deforestation
program that the reams of paper | plow
through have come to represent?
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FIGURE 1: OMNITRADER 2006 WORKSPACE. Here’s the workspace in Omnitrader with the focus listand swing

template in the price chart.

For some time, my answer has been
easy: I’'m atechnical trader, not acom-
puter programmer.

Unfortunately for my ego, a product
likeOmni Trader 2006 (OT2006) makes
my “easy” answer harder to abide by.
Unlike alot of automated trading plat-
forms available on the market, it ap-
pears as if OmniTrader 2006 has put a
premium on not just effectiveness, but
simplicity as well. There is precious
little complicated codeto learn or algo-
rithms to wade through, and the
software’s “Getting Started” mini-
manual isamost suspiciously straight-
forward and easy to understand.

True, there are some sacrifices for
simplicity’ ssake, and some of themore
complicatedtrading systemsthat atrader
might want to construct might be better
served with an even more complex (and
more expensive) software product. But
for average (and somewhat above-aver-
age) traderswilling to leavetheir egosat
thetradingroomdoor, OmniTrader 2006
provides an opportunity in trading auto-
mation that must be considered by any
trader till mired in fool’ s gold that dis-
cretionary trading often turns out to be.

ALL-AROUND OMNITRADER
The main workspace of OmniTrader
2006 is refreshingly uncluttered (Fig-
ure 1). A short toolbar acrossthetop, a
series of buttons and pulldown menus
acrossthetop below thetoolbar, aset of
buttons down the right side of the
workspace, and aset of pulldownmenus
and buttons across the bottom pretty
much take care of all the adornment.
The top toolbar consists of standard
file-creating, opening, savingand print-
ing functions under the File menu. The
Edit menu contains more variety, in-
cluding options to change data settings
(for example, datafeed source, pass-
word, and so on), pattern settings (for
example, length of trendlines, support
andresistancelines, togglecandlesticks
on/off, and more), or call up one of 10
different preloaded trading strategy
methods. There are also options to ad-
just data periods, exchange informa-
tion, or holiday information.

The Mode menu lets traders use
OmniTrader 2006 in one of four differ-
ent ways: “real,” “game,” “lab,” or
“auto” (more on this later). The Tools
menu contains some maintenance fea-
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tures such as “repairing” the database,
or restoring original default settings.
Those new to OmniTrader can also use
the Tools menu to find ashort introduc-
tion to the software. The Window menu
has options that traders can use to ar-
range the various windows within the
workspace (tiling horizontally or verti-
cally, and so forth). And finaly, the
Help pulldown menu is where traders
can go for information about the soft-
wareitself (the Quick Start, OmniScan,
and the user guide can all be accessed
fromthismenu), aswell asabout devel-
oper Nirvana Systems itself.

TheHelp menu al so providesahandy
guidetotheindicatorsand systemsused
by OmniTrader 2006. This is a solid
reference for those who want (or need)
to learn more about the indicators and
trading systems available through
OT2006. The number of indicatorsthat
can be used is thoroughly overwhelm-
ing—there’s no other way to describe
them—and almost certainly covers the
gamut of technical toolsthat 99% of the
technical traders out there are likely to
be on the lookout for.

Below thisset of pulldownmenusare
some basic functions that traders oper-
ating OmniTrader 2006 will use with
some frequency. Theseinclude buttons
toaccessthefocuslistandto-dolist, and
a “chart options’ button in order to
make changes to the charts in terms of
appearance, indicators, trading strate-
gies applied to it, and so on.

Next to the chart options is a quick
chart window inwhich traderscan enter
in a symbol and call up a chart of a
security. Traders can change the “ strat-
egy view” with a pulldown window
located to the right. Beside that are
optionsto edit the sel ected strategy, edit
pattern settings, and order buttons (en-
ter long, enter short, close open posi-
tion) for simulated trading purposes.
Appropriately, next to that set of but-
tonsareoptionsto“view order notifica-
tions’ and to view the portfolio.

The focus list (Figure 2), | should
mention, iswherealot of theactionisin
OT2006. It is the easiest way to view
results of strategy scansand it servesas
a sort of power watchlist into which
traders can store information about all
the stocks that OT2006 will survey. By
way of default, the focuslist startswith

columnsfor the symbol of the security,
the trading signal provided by the se-
lected trading strategy (more on these
signals later), the ADv (advisor) rank-
ingthat indicateshow strong thetrading
signal is, the name of the strategy used,
backtest hit rate, backtest APR, and
backtest long positions and shorts. The
focus list is significantly configurable
and traders can use the configure col-
umnsfeatureinorder toadd andremove
thedatacolumnsmost relevant to them.

Inaddition, thefocuslist canbesorted
(including multiple sorts) based on any
of the rankings within agiven data col-
umn. So if a trader wants to rank the
results of a scan by backtest hit rate or
ADV, OmniTrader 2006 makes it easy
to do so with the list’s sort function.
There are a number of ways to enter
symbols into the focus list: directly
through the add symbol feature, by way
of the symbols database, by way of the
import function (ideal for Ascii symbol
lists), and simply copying and pasting
from an OT2006 profile. Traders can
also add alerts to the symbols on the
focus list and call up a chart directly.

The focus list module, which can be
detached from the OmniTrader 2006
workspace, has a few feature keysin a
pair of mini-toolbars above and below
the set of columns. These keys—across
thetop—allow traderstoadd achart, edit
the focus list, find a symbol, sort, show
positions, configure the focus list, and
filter signal sbased on both accuracy and
frequency. In the bottom toolbar are op-
tionsto activatethewatchlist, notes, sta-
tistics for the focus list, and charts.

| mentioned the signals column.
OmniTrader 2006 uses eight different
symbols to indicate trades. New longs
and new shorts each have their own
symbol (greenandred, respectively), as
do “reinforced” long positions and
shorts, inwhich OT2006 wasalready in
the trade based on one trading system
and received an additional signal in the
same direction from another system.
Green and red arrowsindicate tradesin
process, while a green sguare repre-
sents an OT2006 exit. A black dash
indicates no trades for the specific pe-
riod, and the absence of asymbol means
simply that OmniTrader isnotinatrade
for that particular tradable.
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FIGURE 2: FOCUS LIST. The focus list serves as a
sort of super-watchlist in which symbols to be ana-
lyzed by OmniTrader are noted. Here, also, traders
can see what signals are available for different sym-
bols and the advisor rating for those signals as well as
the name of the strategy being used.

BACK TO THE WORKSPACE ...

Along the right side of the workspace
areanumber of additional buttons, most
of which are related to drawing and
drawing tools. There aretoolsto toggle
the drawing tools on or off, to create
trendlines, rays, and segments as well
as support & resistance lines. Traders
using OmniTrader 2006 can even create
trendlineswithalerts—afesturel’ veseen
in more and more software packages
lately. Fibonacci retracements can be
added, as can text, and traders can plot
trading signalson the chartsaswell with
the tools in this part of the workspace.
Across the bottom of the workspace are
options to change the chart date, edit
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chart periods, establishperiodicity (daily/
weekly), and edit chart periods (three,
six, nine, 12, or al months).

Withinthechartingwindow itself are
a few more pulldown menus and fea-
tures worth mentioning. These include
a template menu to allow traders to
switch quickly from, say, a “reversal”
template with indicators geared toward
reversal strategies, toa“trending” tem-
plate with indicators geared toward
trending strategies. Periodicity controls
can also befound here, as can afeature
that letstraders see charts of the sector,
group, or subgroup that a particular
stock isin. For example, if | have “F”
(for Ford Motor) as my opened chart,
and | click on“Symbol,” then*“ Sector,”
then a chart of the consumer goods
sector will pop up.

Changingto“ Group” bringsupachart
of the “Automotive” group, and so on.
Finally, along the bottom is the trading
system vote bar (Figure 3). Thevote bar
givestradersaquick look at whether the
market in question isin along, short, or
no-trading mode based on the trading
system applied to the chart.

I’velong been afan of using trading
systems the way most people use indi-
cators. | like to be able to look at a
market and say, “Well, two of my three
systems are on buy signals in Xyz
stock,” rather than just parsing another
technical indicator. OmniTrader’ svote
& signal lines perform a similar func-
tion. Thesignal lineseach notean entry
and exit for a specific strategy, with a
line between the two indicating the du-
rationof thetrade. Thevotelines, which
arelocated just abovethesignal linesat
the bottom of the price chart, represent
adistillation of thesignalsgenerated by
the signal lines. Incidentally, the way
the vote lines come to this is aso an
adjustablefeatureof OmniTrader 2006.

OMNICHARTS
OmniTrader 2006 features charts that
are more configurable and easier to
read than most that accompany auto-
mated trading systems. For too many
makers of automated trading software,
it seemsasif anattitudehasbeen adopted
that says, “Hey, you're getting the sig-
nals you need to trade, what do you
need to look at a chart for?’
OT2006isnot amongthosewho have
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FIGURE 3: VOTE & SIGNAL LINES. At the bottom of the price chart, the vote & signal lines give traders an at-
a-glance sense of how many and what kinds of systems are contributing to the final “vote” to go long, go short,

or remain on the sidelines.

taken that approach to charting. This
software comes with an incredible
amount and variety of indicators, as
well as a number of drawing tools, in-
cludingtrendlineswithalerts. Morethan
one chart can be opened at a time for
quick comparison analysis, and traders
canactually plot tradesignal entriesand
exitson achart. The number of stop/exit
options is impressive, ranging from
breakeven and fixed-profit stopstotrade
session boundary stops, trailing profit,
and trailing pivot-point stops.

Most of thefeaturesthat chartistshave
come to depend on have been retained
for Omni Trader 2006. Theseincludedata
windows and cursors, adjustable data
ranges, and chart areas. Both periodicity
andscalearea soadjustable, and OT2006
also allows traders to “synch” different
charts with different periodicities —
comparing the daily and weekly views
of agiven security, for example. Charts
can be customized by changing the col-
ors, including everything from back-
ground color to text to up barsvs. down
bars, and more. Pivot pointscanbeadded
and plotted, andfor thoseol d-timerswho
remember the days when afat envelope
arrived inthe mail on Saturday morning
loaded with the charts of the previous
few days, OT 2006 provides achartbook
functionthat letstraderscreatetheir own
printable chartbooks of securities they
want to keep track of.

Onelast aspect of Omni Trader 2006’ s

charts worth mentioning is their tem-
plates. The software comeswithitsown
small chart templates, but traders who
become comfortable with them can cre-
ateseveral more. Thestandardtemplates
that comepreset includeatrending chart
template, which comes equipped with
three exponential moving averages, and
three, trend-oriented indicators: Bull
Power, Bear Power, and the Trend I nten-
sity Index. The reversal chart template,
which is geared toward catching trend
changes, comes with two indicators: the
movingaverageconvergence/divergence
histogram (MAcDH) and the momentum
indicator. OT2006 recommends that the
swing chart template be used along with
the reversal chart template, insofar as
both sets of indicators are geared toward
catching shifts and changes from recent
trading behavior. The swing chart tem-
plateusestherelativestrengthindex (Rs!)
and the MACDH. A standard template
comes with volume alone.

STRATEGIES OF THE TRADE

OmniTrader 2006 groupsitstrading strat-
egies into six different categories, each
designed to exploit a different type of
market condition. Beyond the default
strategies, which are quite broad and uti-
lizeamarket’ sspecifictrading history in
order to uncover trading opportunitiesto
thelongand short, trend and countertrend
sides, OT2006 has two classes of trend-
ing markets strategies called “ seven-day

R
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moves’ and, appropriately enough,
“trending strategy.” The latter class of
systems, according to OmniTrader 2006,
isspecifically hel pful with spotting short-
and medium-term opportunities and uti-
lizesa40-period exponential moving av-
erage to screen out countertrend trades.

Theother three classesof trading sys-
tems available through OT2006 cover
methods and approaches that most dis-
cretionary and systems traders have
grappled with. These classes include
“diverge,” whichusesdivergence-based
systems to spot reversal opportunities.
Asanybody who's spent any time at all
trying to catch tops and bottoms with
divergence-based systems and methods
can tell you, these systems have a ten-
dency to be “early” (read: short-term
pain before longer-term gain), and
OmniTrader 2006itsel f recommendsthat
traders rely on additional confirmation
with these types of trades.

Another classof strategiesistheswing
set that tends to replicate those sorts of
trading opportunitiessought out by short-
term, swing traders. For OmniTrader
2006, there is a volatility kicker that is
sought out as well, giving traders the
opportunity to profit from phenomena
such as low-volume pullback during
market moves. See Figure 4.

And speaking of pullbacks, the last
class of trading system offered by
OmniTrader is caled “breakout.” As
you might imagine, breakout systems
and strategies involve markets that are
moving up or down from consolidation
ranges, bases, and patterns. These meth-
ods include breakouts that lead to new
trends as well as those that serve to
reignite old trends.

An entire article could probably be
written about OmniTrader 2006's ap-
proach to building trading strategies.
While | suspect that many, if not most,
of those traders who purchase and use
OT2006 won't need to get too far under
the hood to seewhat makesthe software
run, the software nevertheless makes
that exploration seem fairly straightfor-
ward, if not simple, for thoseinclined to
break down their favorite trading strat-
egy block by block.

| use the term “block” specifically
because that is how OmniTrader 2006
organizes the various commands that
make up its various trading strategies.

Thisflow-chart ap-
proach makes the
strategies surpris-
ingly easy to com-
prehend compared
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which type of com-
mand block must
follow the other,
and how the trader
must “reset” thedatabasefor thechanges
in given strategy to take effect. Those
not interested or ableto create atrading
strategy from scratch can build their
own based on thetemplate of one of the
strategiesalready provided by OT2006.
Inadditionto creating strategies, trad-
ersusing OmniTrader 2006 canincrease
the specialization of their strategies by
adding*“ special condition” filters. These
filters can be as simple as controlling
for volume or volatility increases or as
complex as an entire slew of indicators
whose reading will only be considered
if a certain set of market conditions
develops. In addition, the filters can be
optimized for a particular strategy. A
formula builder tool makes it easy for
traders to build their own filters from
scratch, using straightforward opera-
tors, parameters, symbols, and so on to
createacoherent formulathat will serve
aswhat OT2006 callsa“ programmable
filter” for deployment alongside your
trading strategies. The software even
has a criteria rule library that matches
the commonsensical name for a given
criteria (for example, momentum in-
creasing) into the appropriate “com-
puter-readable” criteriatext.
OmniTrader 2006 al sofeaturessome-
thing called “tradeplans,” which makes
iteasier for traderstomanagetheir trades.
Trade plans take the trader from the
initial order through whatever money or
trade management rules have been se-
lected. Omni Trader 2006 providesseven
different trade plansthat traders can use
or modify: a default fixed-loss stop,

FIGURE 4: ASSISTANT. Clicking on anindividual strategy in the vote & signal lines
area will create a pop-up assistant like this one, which explains the system, its
parameters, and performance.

eighths stop, eighths stop-partial exit,
long-termtrending, medium-termtrend-
ing, partial exit, and short-termtrending.

All of theseusetheaveragetruerange
(ATR) as akey ingredient in determin-
ing stop-losslevels (ahint to those who
do not factor in therange, either by ATR
or some other method, when doing post-
order trade management). Adding and
editing conditions to the trade plan is
simpleandstraightforward—here, asel se-
where, eschewing formulalanguage, and
instead relying on pulldown menus and
clickable liststo help traders find and/or
createthe conditionsthey arelookingfor.

OmniTrader 2006 also comeswith a
fairly comprehensive portfolio feature
that allowstradersto track their trades.
The software also comes with the abil-
ity toruntradesimulationsintwomodes,
game and lab. In game mode,
Omni Trader 2006 picksasecurity from
thefocuslist and, without revealing the
name of the tradable, displaysthe chart
alongwithtrendlines, patterns, andthose
technical strategies that will best track
themystery security. Moving oneday at
atime, tradersin gamemode can decide
to buy or sell, cover short positions, or
closeout longs, whilethesoftwaretracks
profit & lossin the OmniTrader portfo-
lio. Featuressuch asstop-lossesareal so
available to traders in game mode.

Lab modeisvery similar to the simu-
lationingamemode, withthekey differ-
ence that the lab mode simulation has
traders manage a portfolio of up to 10
securities rather than just one. As with
the game mode, al of the main features
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of OmniTrader are available during the
simulation, though some functions are
automatedin order to streamlinethepro-
cess. In dl, both modes are excellent
ways not just for traders to learn about
theworld of trading, but also for traders
switchingto Omni Trader 2006fromother
platformsto get to know some of theins
and outs of OT2006 beforethey beginto
commit real capital to the process.

OMNITRADER OUT!

There are other aspects of Omni Trader
| have not covered that traders nonethe-
less may come to appreciate. These as-
pects include a reports feature that lets
traders read, save, and print reports on
signals, strategies, symbols, and portfo-
lios. Performance summary reportsnot-
ing such information as the number of
trades, number of profitable trades, av-
erage hit rate, average bars per trade,
and much more are available, as are
detail reports that include information
average; highest andlowest profit; num-
ber of consecutive wins; worst draw-
down, and so on. Omni Trader comesas
an end-of-day packageaswell asarea -
time package and is available for fu-
tures as well as for stocks.

As is suggested in its literature,
OmniTrader 2006 existsin aworld be-
tween“ discretionary—toolkit—technical”
trading and black-box trading. Thereis
nothing wrong with either approach, of
course. Numeroustraders have success

PRODUCT REVIEW

fully traded themarketsusing littlemore
than support & resistance lines,
trendlines, and moving averagesor, con-
versaly, using their own strange brew of
esoteric indicators. And certainly thou-
sands have benefited from black-box
systems that, at the risk of sounding
cynical, tell tradersspecifically “whento
hold’em and when to fold’em” without
cluttering their minds with “Why?’

But my suspicion is that for most
people who aspire to be traders, the
ideal method lies — as OmniTrader
does — between these extremes. Dis-
cretionary trading, in additiontorequir-
ing skill and/or knowledge, alsorequires
a discipline that most people simply
can’tsustaintrade-inandtrade-out. This
isnocrime. After al, human beingsare
creative and complex individuals. But
sometimes, that creativity and complex-
ity getsintheway of training oneself to
do the same thing the same way at each
opportunity—which is precisely what
successful trading tendsto boil downto.
On the other hand, black-box trading
leavesmany of these“ creativeand com-
plex individuals’ cold.

On occasion, | wonder how aspiring
traders would respond if a genie ap-
peared and said: “I'll give you two
choices. Y ou can spend your time ana-
lyzing, sorting, scanning, screening, and
trading, and you can make or lose what
you will. Or you could forgo all that
work and I’ ll just FedEx you acheck —

or a hill — every month for the exact
same amountsyou would have made—
or lost — trading.”

My suspicion is that most aspiring
traders — rightfully or wrongfully —
would not takethe genieup on thelatter
offer. To me, that defines the dilemma
of the black-box approach to trading.
Most traders want to get their hands
dirty, tolook under the hood, to get out
on some open road, and put the thing
throughitspaces—evenif itmeansmore
work, even if it meansless profit at the
end of the day.

Fortunately, OmniTrader 2006 rep-
resentsapath that managesto skirt both
“morework” and*“lessprofit.” Withthe
ability to scale from the most basic
trading strategy application to more
complex formula-building, OmniTrader
2006 provides agreat deal for avariety
of traders. Eventhosewedded to amore
discretionary style of trading can take
advantage of OmniTrader’'s array of
technical indicatorsand excellent draw-
ing tools, perhaps even using the
software’ svarious trading strategies as
confirmation or evenjust asecond opin-
ion on opportunitiesuncovered by Dow
theory, Elliott wave analysis, cycles
analysis, or even just plain old-fash-
ioned support & resistance, trendline
technical analysis.

David Pennisthe Technical Writer for
Stocks & COMMODITIES. S&C)
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