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Point & Figure Chart

S&P 500 Index (SPX)

Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 

• 

• 

• 



  We all understand the basic 
forces of supply and demand.  

  The same forces that affect 
prices in the supermarket also 
affect prices in the stock 
market. 

  Stocks, sectors, and asset 
classes move in and out of 
favor just like produce in the 
supermarket. 
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Supply & Demand 
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The 2 Most Basic Patterns 



Point & Figure Basics

 
 

 

 

 

 

6
Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 



Big Picture Concepts:  What is “Trend Following”? 
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What Does “Trend Adaptation” Look Like? 
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CCase 
Study:   

 
Arrow 
DWA 

Balance 
Fund 

(DWAFX) 



Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 



•  All major sports have a ranking system.  The 
Point & Figure Relative Strength tool is the 
ranking system we use for Stocks, ETF’s.   

•  Daily Calculation: 

      Stock or ETF       X 100 = Relative Strength    
           Index                                          Reading 
 
•  This reading is plotted on a Point & Figure chart 

which then tells us whether we can expect that 
stock or ETF to outperform or underperform the 
base index. 
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RRelative Strength Calculation 



DDWA Relative Strength Process 
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DDWA Restaurant Matrix 
Best

Relative
Strength

Worst 
Relative 
Strength

Matrix Guidelines:
Buy the Top Quartile

Hold as Long as in the Top Half
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FFlexibility & Adaptability 



RS Signal:   Buy = Outperformance of SPX to Bonds 

   Sell = Underperformance of SPX to Bonds 

Start 
Date

End 
Date Signal SPX AGG 

11/22/00 7/31/03 Sell - 25.11% 23.16% 

7/31/03 7/15/08 Buy 22.68% 1.84% 

7/15/08 6/5/09 Sell - 22.62% - 0.69% 

6/5/09 6/30/13 Buy 70.86% 7.15% 

Buy and hold SPX: 21.47%
Buy and Hold AGG: 33.47%
Switching: 156.38%

Asset Class Relative 
Strength Example

S&P 500 Index (SPX)
vs.

Barclays Aggregate Bond Index (AGG)
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Events Affecting the Financial Markets Since 2000 
 
 

 

 

 

 

 

 

 

WWill the next crisis be the  bursting of the 
bond bubble?  Or Something else? 
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CRISIS 
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Step One:
 Create Inventory

Step Two:
Relative Strength Analysis

Step Three:
Rank Each Asset Class

Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 

D.A.L.I. Guidance 
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CCurrent DALI Overview 



Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 

PPerformance Since 1/25/13 

Vanguard Total Bond Market ETF (BND) 
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CCurrent DALI Overview 



August – December 2011 
Magazine Covers
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XX’s = S&P 500 Equal Weight Index (RSP) 
 

O’s = S&P 500 Cap Weight (SPY) 



The Hole vs. The Drill 
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Universe of Over 1500 
Names 

Relative Strength Arm 
Wrestling Match 

Ranked Strongest to 
Weakest 

The Technical Leaders Index 
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TTechnical Leaders Family of ETFs 
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TThe Power of Relative Strength 
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Track & Field 
400 meter World Record 

Michael Johnson 
43.18 seconds 

 
4x100 meter World Record 

Team Jamaica  
36.84 seconds 

Swimming 
800m Freestyle World Record 

Zhang Lin 
7:32.12 seconds 

 
4x200m Freestyle World Record 

Team United States  
6:58.55 seconds 

Lesson: 
Four “trends” can be better than one. 
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Power of the Group 



Copyright © 1995-2013 Dorsey, Wright & Associates, LLC.®   For  Financial Professional Use Only. Not For Use With The Public. 

HHow Big of a Slice of PIE? 



Characteristics of Relative Strength:
Capitalizing on Differentials
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AA Time for RS Strategies 
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Education is not the  
filling of a pail, but the  

lighting of a fire. 
 

---William Butler Yeats 
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The hypothetical returns of strategies discussed use the returns of other indices. The hypothetical returns have been developed and tested by Dorsey, Wright & Associates ("DWA"), but have 
not been verified by any third party and are unaudited.  The performance of the strategy was achieved by means of retroactive application of a model designed with hindsight.   For the 
hypothetical strategy, returns do not present actual trading or reflect the impact that material economic and market factors might have had on the advisor's decision-making  under actual 
circumstances.   The volatility of the strategy may be different than the volatility of the S&P 500 index.   DWA does not endorse the selections or percentages for the model testing which is at 
the sole discretion of the advisor.

Actual performance of an account following this strategy may differ from the performance of the hypothetical portfolio for the following reasons: the Account may not be fully invested at all 
times; not all stocks / ETFs / mutual funds in the Account  may be weighted equally at all times due to appreciation or depreciation in value; or in managing the Accounts, and the advisor 
may make modifications to the Strategy that is outlined in the testing criteria.  

The returns of the strategies do not include dividends for stocks or ETFs but do account for distributions in mutual funds.  Returns of the strategies do not include any fees or transaction costs.  
Past performance, hypothetical or actual, does not guarantee future results.  In  all securities trading there is a potential for loss as well as profit.  It should not be assumed that recommendations 
made in the future will be profitable or will equal the performance as shown.  Investors  should have long-term financial objectives.  

The information contained herein has been prepared without regard to any particular investor’s investment objectives, financial situation, and needs.  Accordingly, investors should not act on any 
recommendation (express or implied) or information in this material without obtaining specific advice from their financial advisors and should not rely on information herein as the primary basis 
for their investment decisions.  Information contained herein is based on data obtained from recognized statistical services, issuer reports or communications, or other sources believed to be 
reliable (“information providers”).  However, such information has not been verified by Dorsey, Wright & Associates, LLC (DWA) or the information provider and DWA and the information 
providers make no representations or warranties or take any responsibility as to the accuracy or completeness of any recommendation or information contained herein.  DWA and the information 
provider accept no liability to the recipient whatsoever whether in contract, in tort, for negligence, or otherwise for any direct, indirect, consequential, or special loss of any kind arising out of the 
use of this document or its contents or of the recipient relying on any such recommendation or information (except insofar as any statutory liability cannot be excluded).  Any statements nonfactual 
in nature constitute only current opinions, which are subject to change without notice.  Neither the information nor any opinion expressed shall constitute an offer to sell or a solicitation or an 
offer to buy any securities, commodities or exchange traded products.  This document does not purport to be complete description of the securities or commodities, markets or developments to 
which reference is made.  

Past performance is not indicative of future results.  Potential for profits is accompanied by possibility of loss.    You should consider this strategy’s investment objectives, risks, charges and 
expenses before investing.  The examples and information presented do not take into consideration commissions, tax implications, or other transaction costs.  

Each investor should carefully consider the investment objectives, risks and expenses of any Exchange-Traded Fund ("ETF") prior to investing. Before investing in an ETF investors should obtain 
and carefully read the relevant prospectus and documents the issuer has filed with the SEC. ETF's may result in the layering of fees as ETF's impose their own advisory and other fees. To obtain 
more complete information about the product the documents are publicly available for free via EDGAR on the SEC website (http://www.sec.gov).

The Dorsey Wright SmallCap Technical Leaders Index is calculated by Dow Jones, the marketing name and a licensed trademark of CME Group Index Services LLC (“CME Indexes”). “Dow 
Jones Indexes” is a service mark of Dow Jones Trademark Holdings LLC (“Dow Jones”).

Products based on the Dorsey Wright SmallCap Technical Leaders IndexSM, are not sponsored, endorsed, sold or promoted by CME Indexes, Dow Jones and their respective affiliates make no 
representation regarding the advisability of investing in such product(s).

There are risks inherent in international investments, which may make such investments unsuitable for certain clients. These include, for example, economic, political, currency exchange, rate 
fluctuations, and limited availability of information on international securities.
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Disclosures 


