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The modeling of the forex market, an EA robot using Artificial Intelligence

The modeling of the currencies movement in the forex market is difficult. It is a time-varying
system with much dynamics demanding as the number of freedom of the system is very difficult to
control and most important is that the environment is changing rapidly. Using the DSP
terminology , our operation is a forward estimation process. The inputs are the market data and the
related news, the expected outputs are up-or-down(buy-or-sell) direction and the suitable
investment quantity (the lots). We can modeling the market behavior using a transition matrix . The
system is operated in a closed circle and the inner operation is modified step by step for,
statistically, a better output. It looks like the Kalman filter. I’d say it as a forward tracking process
like a guided missile.

MALTHERTEHAENEERE R RN, XE-—NMEHERCKRE, HSERR
W, BN EmERBEEN, FRAEREXM. £/ DSP RE, RMNWEERZ AW @A
W8 MAWETIEEMHEREE, TG~ HEEKE (FAZZH) FEMGEHHE
(F¥) WEE, KNTUEH - IREERBET I, RASTE - MREWEIR
H, FHARREEEREN RN TEL OB B BB EHER T EFRX LA EAEY
R, CERRRBE—NMEANFRRERESB. BLEVCHRAERIHFWER TR
ik

If Al(Artificial Intelligence) is introduced into the process, the parameters in the modeling
matrix should be modified based on the environment. It is training/learning all the time. Even
though, the rapid change of the environment makes the learning very difficult. When the system
gets the parameters right, the wave is already gone.

WREATE RINAREY, WEEFHSENRBEIFRTEEFRM. BE—A
FHNEMEIHIE. HE0h, FENRBRUEREIFRELF/EFERE. LR
KERHIRBRSH A, RREEHKX,

Here I provide an EA robot for testing purpose in which a modified Kalman filter is used. The
statistical properties are based on the EURUSD pair for 15M data of the whole year of 2017. The
figure below shows the result.
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Strategy Tester Report
LaoQinTracking LA

Symbol EURLISD (Euro vs US Duollar)
Period 15 Minutes (M15) 2017.01.02 00:00 - 2017.12.29 23:45 (2017.01.01 - 2017.12.31)
Model Every ok (the most predse method based on 2l available (east tmelrames)
Bars in test 25805Ticks modelled 14 148Modealling quality B0.00%
Mismatched chans emors 0
Initial deposit 1000000 Spread Current (1)
Total net profit 618.00Gr0ss profit 1373.40Gr0ss |oss 935.40
Prodlt factor 1.65Expected payolf .59
Absolute dramdovwm AF7 A0Madmal dravedonn 59,20 (8.33% ) Relative denwdovm B.33% (669.20)
Tatal trades 2595hort posithons {won %) 129 (38.76% Long positions (won o) 130 (49.23%)
Profit trades (% of total) 114 (44.02%)Loss trades (% of total) 143 (35,96%)
Largestprofit trade 04, 200055 rade -249.40
Averageprofit rade 13.800035 trade 6.59
Maximumconseastive wins (profit in meney) 9 (5080 )consequtive losses (lass In money) 8 {-20.90)
Maximalconsetstive profit (count of wins) 604,70 (2 Jeonsedutive lass (cownt of losses) -400.90 (6)
Byerageoonsso tive wins 2eonseoutive losses 3
Balance / Every tick (the most precise method based on all available least timeframes to generate each tick) / 90.00% 10570
i
10272
94975
9678
Sre
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We can see that the robot works quite smoothly during the normal time, but with big
drawdown (the down spikes) on the big red news. If your capital is good enough, the robot can help
you to regain the normal winning process. The capital gain could be over 50%.

BNTUEES, NBEAEEFHHEESTREY PR, EEEXYFELATH KIS
TH (ERETRER) . BEML, WREOFLREESL, ERBIE, NBEATUH
B REFHEHRANIE. R 50%MWEEAEEABEEN.

You might think that why don't you stop the trading before every red news. This is a normal
suggestion for all indicator/EAs. The backtest cannot avoid the red news, but in the real situation,
you can simply close all orders and shut down the EA, waiting for the news to pass by and to start
over again.
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Yes, it is true that many skilled traders do it this way. But I would say that the big wave gives
big chance. The problem for the red news is that the running speed of the tracking process cannot
follow the rapid change. If you modify the transition matrix that can do a fast track to follow the
trend you can change the history. The trend change in big news normally is in a matter of seconds.
You can not follow it by using the minimum 1M chart. You have to use the tick data. Next figure
shows the test result of a faster trend tracking using the tick data.
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Initial deposit 10000.00 Spread Current (1)

Total net profit 101240 Gross profit 164770 Gross loss -635.30
Profit factor 2.59 Expected payoff 7.85
Absolute drawdown 7380 Maximal drawdown 26840 (2.89%%) Relative drawdewn 2.85% (298.40)
Total trades 129 Short positions (won %) &4 (31.25%) Long positions (won %) 65 (53.85%)
Profit trades (% of total) 55 (42.64%) Loss trades (%% of total) 74 (57.36%)
Largest profit rade 540,00 loss trade -85.40
Average profit trade 29.96 |oss trade -8.59
Maximum consecutive wins (profit in money) 5 (34.40) consecutive losses (loss in money) 6 (-23.70)
Maximal consecutive profit (count of wins) §40.30 (2) consecutive loss (count of losses) -150.20 (5)
Average consecutive wins 2 consecutive losses F
Balance [ Every tick (the most precse method based on all avalable least timeframes to generate each tick) / 90.00% yorn
el
10603
10254
9905

0 7 14 21 28 a5 41 48 55 62 68 75 82 80 96 102 109 116 123 130

You can see that the big red news is no problem anymore, instead, it becomes the big
advantage. If you could master the circumstance, it is easy to double your capital in a short time.
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The attached files: (F£/7E. N )

LaoQin KLM Trend.ex4 Trend meter ()
LaoQin KLLM Tracking EA.ex4 Robot for tracking the trend (#%LF)

The trend meter is based on a modified Kalman filter. There is absolutely no repainting.' You can
adjust "RunningSpeed" for the best effect. You can turn it faster to follow the price trend. Or you
can turn it slower for the long term trend. There is also an Alert function. It gives alert when the
trend changed.
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If you would like to combine it into your own software (EA/indi), you can use the global parameter
(tools/global variable) for the trend. 1=up / -1=down. Or you can use the buffer #2 for the trend
strength in your iCustom(). There is also an Alert function. It gives alert when the trend changed.
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The Robot works togather with the trend metter. Al algorithms are introduced for tracking the
market environment. You can run many pairs at the same time if your capital is enough. My
suggestion is that for 1000$ account you can run only one pair. I will put a risk factor in the next
realease.

AR TS TR ESER, RN T NS, E5 ] b T i A
WIAFEUT . ART] LLRINEE AN A B2 ot sp s AR AN R T, (HRE R, & —TRIuhIIk ) &%
2R, 3K HLIEAE 2 R RS 2 ) 1) ) AL DAEEAE R — MR N

SETUP

1. Open a demo account with at least 1000$ and the leverage of 1:200 or 1:500.
2. Put the trend meter into the "MQ4/Indicaters" folder.
3. Put the robot into the "MQ4/experts" folder.

HAK g

1. FF—A27/> 10008 A P, ATAF 1:200 BL3 1:500;
2. ¥ LaoQin_KLM_Trend.ex4 ¥ \"MQ4/Indicaters" ¥ H 3¢;
3. % LaoQin KLM Tracking EA.ex4 # A\ "MQ4/experts"{ H 3%

NOTE

A demo version! Don't use it in a live account. Be responsible for your own money.
. The fast-tick tracking is not included in this demo, stop it before the red news.

. Please be kind to respect the intellectual property. It includes years' work.

. At the moment, the robot is still in the infant stage. I will continue to train it.

XANALE—> DEMO fit! AZEFIIRE Live Account, fR% H CH 6 17 57 ;
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TR B B PROE BRER AN EIX A DEMO R, BT AR KTH 8K I 5 B 2 5 A1 s
TR ERTR, RN, EAS TEEZFE LML,

FEFEAB S, FATHINLE N ERAE AR 2> b, 3R

l:H:
DA W = fmh'



