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Executive Summary

INTRODUCTION:

It is said that some 93% of all FOREX traldsesmost, if not all of theirmoneyin the first year
of trading. We aBlue HeronWealth Managementinc.through our trading initiative Blue
Heron TradingBHT have seen many that have followed that path and there are several
reasonswve believe, based on markanhd tradingexperiencefor these losses;
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The biggest factor in our experience is personal trader emotion. When real money is on
the line, what may look initially as a good entry becomes very stressful when themar
moves against your positiorManagingor removingemotionis a significant key to
successful trading in any market. WeBkTwill explain how we manage these stresses;
Using fundamental analysis to make trade decisions. It is the experieBt¢fa
management that the utilization of fundamental analysis \&ey poor option when
considerations are made regarding the utilization of correctly formulated technical
FyLteara 2F GKS YINJSG 6AF &2dz NB | OdAay3
Using indicators that are noésponsiveo the market or using indi¢ars for technical

trading that are not fully understood by the tradeBHTQ iaadicatorsare selected for

clarity of signal, optimized for the market and responsiveuo overall trading strategy;
Using the right indicators but not optimizing those iratirs for the current marketA

trader that understand how the indicator works anthe signals being provided by the
indicator as a response toarket movementre of little use if they have not been
optimized for the current market to provide the verydiesignals available;

Changing time frames for the trade, i.e. a trader may view and take a great entry signal
on the 15 minute chart but then change to a one hour chart and back again for
additional data, thus confusing the trader about the potentialtfee current trade,
challenging the traders confidence which ultimately ends in poor judgment and bad
decision tree analysigndultimately a loss
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WHAT TO EXPECT WHEN WORKING BHTH

Integrity, respect, team work, professionali¥m

b2g GKFGQa I 20 0 2BHMa@ Seendbudghzongh tinke®d Kndwh y O A LI f
the value of money. We also have been very succedsiweverin our younger years, chances
seemedess risky and long shots were not so far away.

Richard Stephes has been a trader for more thad §ears with experience in stocks, futures

and currencies. He has served on the UN Economic Commission in Geneva, sat on profit and

not for profit boards, managed his own consulting company, and much more. As a aahsult

Richard has trained many individuals to improve their trading practices to include a better
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improving their ability to tradevery successfullyThis exprience has assisted Richard in

looking at his own process of entry and exits and provided a very strong foundation for

optimizing the technical information utilized for market trade decisions as well as optimization

of the indicators utilied in the robots developed by th€ompany

Diana Campbelentrepreneur successful business owrend experienced tradessuccessful
and tenaciousDianaprovides the foundation of control over theadingoperations. Hr
experience in testingur trading strategies under hundreds of settings has providedrithe
expertise to evaluate robotic trading actions under a very wide range of market conditions.

Michael Senski, very experienced computer programmer, computer process consultant and
experienced trader. Michad retired from the US Army where he developmanplex

computer programs for logistical mements for the US Department of Defense with a focus on
international programs that managed personnel and equipment.

HOWBHTWORKS WITH THE MARKET:
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market isTraderEMOTIONBHTconquersemaotion in two ways; first, our trading philosophy is

based upon the utilization of multiple robots (expert advisors) that laiolhe market based

upon verydifferent aspects of the markesecond, when manual intervention by an

experienced trader is required to preserve profit or to protect capital, we are strictly guided by

our optimized indicatorstrading plan, and trading tes that we have developed
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by an experienced trader for the current market conditions. This tool evaluates the movement of the market and when specific
parameters are met signifying a proper condition has been met, the robot will take a trade, modify a parameter of artrade,

exit the trade as the algorithm is designed to do.
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The FOREX Market moves in ticks, thousands of times a minute the market relates the
sentiment of all the tradersn FOREXt any given moment through the position of the Price in

the exchange. Robots, literally utilize the specific algorithm written into the robot to determine
ASOSNIf FILOG2NAR SIFOK GAYS (GKS YIFNJ SO ac¢AO|as

Take a trade
Exit a trade
Set a stop
Move a stop
Alert the trader

cC: o

Algorithmic Trading, the utilization of the robot to manage a trade, utilizes in part the position
of the optimized indicators selected for the robot to observe, and the robot looks to their exact
position in relation to each otheand to the market price to determine the action the robot
should ake. The robot does this evamjinute the market is open from Sunday 6pm EST to
Friday 5pm ESWhich isthe time basednEdzNR2 LIS Q& .2LISy k Of 24 S

The critical aspect of this algorithmic mbotic trading is for the trader to understand how the
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in roboticdesign is the fact that developers look to the robot to pick the tops and bottoms of
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of a reversal pattern which provides for some lossEl®st of the robotsdesigned andbuilt by

BHTare trained to ignore these dangerous border tradethers are managed traders

While a 100% trader, i.e. a robot with no losses, is possibld&titilizesseveralof these
specialtytypes of robots, these robots have a tendency to trade for short target positions. Such
robots in our experience will wait like a lion until the etxposition of the prey market is in

place, take the trade and get out withprofit. BHTalsohas in development, a robot that is

much more aggressivie K I y Y P& 6 E SR KRS ¢a 16XKA OK KIFa o06SSy (S
takes thousands of trades pdayfor short term targeted profit positionsThis specific

algorithm still presents risks and has not aslye¢n perfected to tradeonsistentlyon a live

money accountue to certain perceived risks with trading thousands of positions in any
account Hot-Shot development is continuing on an ongoing basis althougldifficult at this

time to present a relege time for anyof the robots under development @&HTas they are

tested extensively prior to release.
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BHTTRADING STRATEGIES

Specific strategies and settings used8#yTand our traders are considered Company

Confidential and will not be presentext specifically discussednder any circumstances. The
development of theBHTrobots and their algorithms have literally taken hundreds of hours of

tedious research, compilation, and testing to bring them to a profitable profile Biéitfeels

confident to present. The screen shots below will visually show some of the many

combinations of indicators and strategies that we have explored extensively, tested, and either

further developed or retained in our library for future consideratiddeveloping an automated

algorithmic trading strategyjour robot€> @At f | f 6 @ & 0O Kecausevhatid8 NJ Ay |
learned in the development of a current robotic project may lead to breakthroughs on

strategies that were tried earlier and failed.
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Above screen shotare for representative purposes only and may not reflect current active robots or strategies.
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intra-day volatility that short term trading chartsd algorithmic trading of these short term
periods (1 minute to 30 minute charts) is less profitable and presegteater risk than trading
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longer term positions4 hour to one week charts). Of course, for the account holder and the

i NI RS NI ndigangeathelrobaginhile dclive 24 hours a day in the market, will look to
each price position and make its determination of action without assistance or interference
from the trader,it acts withno emotion with regard to the action takehoweverthe acount
holder on the other hand can watch minute by minute the position of the trades in the market,
watching gains or losses fluctuate with the market movement. In some cases, the robot will
take a position, the market will move and the potential gairl wiibw to great heights, then the
account holder and trader will watch such gains dimirisd growtime and again with the
YIENJ] SG ¥t dzOGdzZ GA2y @ CKA&a Aa y2NXIf YyR (KAaA
trading plan BHR @bots do notpick the tops and bottoms of the market bute¢y do make
money!

It has been the experience BHTthat the optimized inputsenablingthe robotto make

decisions based updBHTR & LINBP INJ YYAYy3d F2NJ 6KS NRoz2dG (2 Sy
confirmation) andeave the market late (when a reversal is confirmpa)vides the best

trading performance In extensive tests, this practieeas confirmedand the greatest gains to

the accountoverall wereachieved Early exits (those taken manually by the trader &t th

I O02dzyit K2f RSNDa NBIjdzS& G0 of fdmBameinal decisidngnd Y RS 0o |
not upon any specific technical reason. Therefore, BHX2 4 LJ2f A 0eé (2 y20G AydS
robotic operations except under very specific conditioR®botic sistained actions in the

markets provide a better performance and growth option than mechaiffaainan interface)

trader inputsinfluenced by market news and emotion, day after day after day.

Robots are the clear winner although in a shautst; humans carbeat the robot which is why
some mechanical entry and exit positions are permitteBi & 2 SNIF £ f GNF RAYy 3 3

To enable the trader to better understand what the specific robot is looking at, a series of
customized indicators have been developed qnositioned on the screen/chart to provide an
overall evaluation of some of the conditions being observed by the robot to make its trading
decisions. The diagram below is a partial view of what the trader will see when he looks to
confirm the positionofil KS  YI NJ S IyR (GKS NRo2GQa RSOA&AZ2Y
understand that the algorithm utilized to operate these robots are hundreds of programming
lines long and that the trader will only view a portion of what has been considered by ltloé ro
Providing greater details on the chart during programming is necessary but not considered
appropriate or required for everyday monitoring of the algorithmic proc&3ace we trust the
robot to make the correct decisions, th&HTtraders will monitg its progress many times
during the trading perioditilizing a simplified screen displaimilar to thatshown below
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Robot 446 4 hr chart EURUSD Screen Capture
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In the screen capture above, the yellow perpendicler char) lines are 4 hour periods when

the market went up (closed above the open) and the red perpendi¢bkarchar) lines are 4

hour periods when the market went down (closed below the open). While each of these 4 hour
periods provide its own trading opportities within that particular period, robot4b utilized

here, is specifically designed to capture big market moves Witited exposure. Robot #4is

best utilized on the daily and weekly trading charts but as above, can be equally effective on
the shorer time frames howeverdue to market intraday volatility, such trading time frames 4
hour or less expose the account to greater askl require a diligent monitoring plan

The 52.6% gain seen in the short trade on the EURUSD pair above was takieg otie single
lot with very limited exposuren a US Ten Thousand Dollar Accouhlte greatest risks during
these shorter time frames are the periods of consolidation, where the market moves within a
very narrow channel and where the robot takes repehteades with little or no gain and
sometimes considerable losses. This particular robot is not designed for the smaller time
frames and therefore will take trades that last days and perhaps wae#snonthsprior to
closing.
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Since robot 48 has been utited here as an example, below are the results of the rod6étid
its home element, the Daily Trading Period. The bealatatest is the result of a trade test
from December 6 2009 to December 8 2010. Each of the robots when staatshg be placed

within a neutral market so that positions achosen by future market movements and not by
specific indications of an active trendingconsolidatingnarket.

The above screen capture is the report of the completed test of #erdbot during the time
period specified abov€l2 months)

///
——

/‘

Note: numbers on the bottom of the graph are tradembers(or number of trades takergndthe numbers up the
right side argthe profit/loss)in US Dollars.

The above screen capture is the graphic of the trade actfitpbot 446 during this one year
period. Robot 446 limited its trading to only 5 positions during the year.

The above screen capture is the listing of the trades taken by rolbtdring this time period,

all 5 trades taken by the robot during thisaydongdatatest is represented here providing time
and date; type (sell, buy, close); its order number; the size of the trade (one lot here); the price
at which the action was taken (i.e. trade number 1 [line 1] was taken on t@flBecember

2009, itwas a short position and the entry was at 1.46100 EURUSD pair, it exited [line 2] on
June 18 of 2010 [6 months later] at a market exit of 3893, providing a gain on the US$10 K
account of US$ 21,251.51 a gain of 212%, ledeingyeating)a balanceof $31,251.51).

Robot 44 is specifically designed to capture trending markets, not to capture short term quick
fluctuation, so by design, it will hold a trade until the robot sees a confirmation ofribgor
trend reversal
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Below is a screen shot ofshort termrobot, the HotShot under development and a simple

view of the traders screen can show you the difference in thiebets.
— 5 Dotted Red lines-are profit targets for the robot.

Dotted Greer‘m lines are entry positions forth HLt Shot Robot

Three dayHot ¢ Shot test, May 25 (2200 h@MT) to May 27 2221 hrsGMT) on a live market
detailed belowtrading in unison the EURUSD, USDJPY, AUDUSD, USDCHF, GBPUSD, USDCAD

Summary:
Deposit/Withdrawak 50 000.00 Credit Facility: 0.00
Closed Trade P/L: 54 858.52 Floatng P/L: -4 404.01 Margin: 2 100.00
Balance: 104 858.52 Equity: 100 454,51 Free Margin: 98 354.51
Details:
Gross Profit: 54 858.52 Gross Loss: 0.00 Total Net Profit: 54 85852
Profit Factor: Expected Payolt: 9.57
Absolute Drawdown: 0.00 Maximal Drawdown: 0.00 (0.00%) Relative Drawdown: 0.00% (0.00)
Total Trades: 5734 Short Positions (won 9%): 2435 (100.00%) Long Positions (won %) 3299 (100.00%)
Profit Trades (% of total): 5734 (100.00%) Loss trades (% of total): 0 (0.00%)
Largest profit trade: 1031 loss trade: 0.00
Average profit trade: 9.57 loss trade: 0.00
Maxumum consecutive wins ($): 5734 (S485852) consecutive losses ($k 0 (0.00)
Maximal consecutive profit (count): 54 858.52 (5734) consecutive loss (count): 0.00 (0)
Average consecutive wins: 5734 consecutive losses: 1]

The reader must understand that the H8hotrobot is still under development and while

future potential gains and actions from this robot amepected to bempressive BHTbelieves

that thisrobot still provides some risk and specific parameters designed to limit those risks are
still to be tested.To be specific, we are reprogramming the robotdentify and tostop

trading prior to when potential tops and bottoms ar@market poential.

2 KSy @2dz NBOASG (GKS | 0620S AYTF2NNIGA2Yy S &2dzQf f
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the HotShot robot will trade an average of 1,800 timgey 24 hours. When that is considered,

the potential profits are outstandingThe above test doubled the account in three days.
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While the BHTrobots willmake(or perform) more than 9% (or greater)of the trades taken at
BHTon behalf of our clientghe optimized indicators that experienced traders can utilize still
givesthe traders options to enter and exit a manually executed trade based upon these
indicators. This gives the trader options to capture short term gains in the market when

specific opportunities are presentedr to protect capital BHTtraders will use restrainivhen
doing so

Totest this theory oBHTtraders building anditilizing robotic signals to trade, Richard
Stephens, on a live accowvhich wadraded using a series ofgsials he was developing for a
BHTrobot, traded an active live market. ebw is the result of this 12 hr trade. At the end of
the 12 hrs he had two open trades, one-850.00 and one at$250.00 which eventually closed
with a gain. However, an individal cannot maintain this stress and intendity very longday
after day, week after week and year after yelant a robot @n.

Summary:
Deposit/ Withdrawal: 10 000.00 Credit Facility: 0.00
Closed Trade P/L: 16 033.44 Floating P/L: -300.00 Margin: 2 500.00
Balance: 26 033.44 Equity: 25 733.44 Free Margin: 23 233.44
Details:
Balancs
25865
//’_/_— 22532
15193
15865
12532
L
9198
o 1 3 ) H 7 € s 11 12 13 15 1€ 17 [T 21 23 21 23 7 2 FEEER 3z
Gross Profit: 16 033.44 Gross Loss: 0.00 Total Net Profit: 16 033.44
Profit Factor: Expected Payoff: 843.87
Absolute Drawdown: 0.00 Maximal Drawdown: 0.00 (0.00%%) Relative Drawdown: 0.00% (0.00)
Total Trades: 19 Short Positions (won %6): 9 (100.00%) Long Positions (won %): 10 (100.00%)
Profit Trades (% of total): 19 (100.00%) Loss trades (% of total): 0 (0.00%:)
Largest profit trade: 2 700.00 loss trade: 0.00
Average profit trade: 843.87 loss trade: 0.00
Maximum consecutive wins ($): 19 (16 033.44) consecutive losses ($): 0(0.00)
Maximal consecutive profit (count): 16 033.44 (19) consecutive loss (count): 0.00(0)
Average consecutive wins: 19 consecutive losses: 0
BUILDINBHT®{ wh. h¢ .1 {9Y

Robots look at the trading world in an entirely different way than a trader does. The robot will
by nature, evaluate the market against its algorithmic programming each and every time the
price moves on the trading pair. That in fact means that the rob@valuates the market
FAFAyad AdGa LINPINIYYAYy3I (GK2dzalyRa 2F GAYSaA
important that we think like the robot not like a trader.
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To do so in fact leaves a bit of a challenge when time and again you get theAfollalv NI a dzf G a X

Bzlance [/ Equiny [ Every tick (the most precise method basad on 2l availzble least timeframes to generate each tick] / 79.53%
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When the graph above, one that slopes the wrong \{@joser) is presented to you the
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Part of the problem could be that the algorithm is wrong, part of the problem coelthat the

indicators are wrong, or their settings, or their order in the algorithmic formul@h®test on

the robotis i the wrong time frame, or perhaps the wrong FOREX pair. Experience derived

from a tenacious mind set and an ever improving proadssderstanding the relationship of

traders, robotsindicatorss YR G KS YINJ Sdia o0S3Ay G2 @AStfR 3INII

Balance | Equiny [ Eveny tick (the most precise method based on all availzble least timeframes to generate sach tick] / nlz

10373

5967

9562

9157

8752

8347

0 12 23 33 44 55 &6 76 &7 S8 108 119 130 141 151 162 173 183 194 205 216 226 237 248 258

Additional corrections and hundreds of failed attempts provided continued improvement in our
robot development process, and the amt of the robot programming begins to relate into
avylff &4dz00SaasSa NBLINBaSyGdSR o6& (KS FT2ftf2gAy3

Balance |/ Equity / Eveny tick {the most precise method based on 2l availzble least timeframes to generate ezch tick) / nla

12309
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0 6 118 173 228 284 339 3% 450 505 560 615 671 726 781 837 892 947 1003 1058 1113 1169 1224 1279 1335

Suchsuccess ultimately leads much greater succesthen success time and aggnoviding
us the opportunity to present to you the following represeh G A 2y a 2 F 2 dzNJ OdzNNB Yy
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The reader should remember that each of the gains presented below are individual to that
robot being testedat the time and market condition of the teand multiple robotcanand will
be utilized on the same account at the same time thus compounding the gathsrovides a
diversified managementrocesgo any significant risk exposurdo incorporate several market
conditions, tests are conducted on at least a doetwo) year period of datand contain no
human or outside inputsThe results below are completely robotic in nature.

BHTrepresentativetestsbelow are conducte@lmost exclusively on US$ 10 K accounts with a
50:1 and in some cases using 200eterage(the exception is the HeBhot robot which is

tested on US$ 50 K accoumiis200:]). This is done in an effort to confirm that the robot does
not draw down into the leveraged position too much as the rofod platformis automatically
programmed to stop at such time.

Robot 418on the daily chart EURUSD US$ 33d&utrof the box uroptimized for the Market)
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Robot 418s optimized for thecurrentMarket to reduce failed tradeanomalies
Robot 427 on the daily chaBURUSIDIS$ 33 K +
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Robot 429 on the daily chart EURUSD US# 32
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Robot 432 on the daily chart EURUSD US$ 33 K +
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Robot 453 on the 4 hr chart EURUSD US$ 38 K +
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