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STANDARD DISCLAIMER 
 
This book is an educational document and is sold with the understanding that neither the author nor publisher will 
accept any responsibility for losses or risks as a direct or indirect result of using ideas, applications or trading 
systems described in this book. Trading systems are presented in a fair and accurate way but may benefit from extra 
testing and further customization. Trading in financial instruments (such as equities, fixed income, foreign 
exchange, futures, options, CFDs and all other types of exchange traded or over-the-counter financial instruments) 
carries a high degree of risk and is only suitable for investors who are able to sustain substantial losses. In the case 
of margin trading (such as futures, options, CFDs or leveraged equity trading, for instance), the risk of loss could be 
greater than the amount the investor has initially deposited into their account. Hypothetical or simulated 
performance results have certain limitations and past performance is not indicative of future results. We cannot 
guarantee profits or freedom from loss and you are solely responsible for making your own investment decisions. 
The author and publisher, its owners, or its representatives are not registered as securities broker-dealers or 
investment advisors either with any state securities regulatory authority. 

 

 

How To Get In Touch 

 

I really enjoyed putting this audiobook together and hope that you enjoy listening to it. If you have 
any questions or feedback, you can contact me directly at joe@jbmarwood.com.  

I also hope you can join me at the following websites where you will find more content and 
discussion. I set up both websites to help traders and investors navigate the markets and it’s 
something I really enjoy doing. Make sure to check them out at: http://jbmarwood.com and 
http://profitsquawk.com. 

Video Course 

Also, please note that there is a video course to go along with this audiobook (and this book was 
created in response to a number of requests from students inside the course itself who wanted to 
see the strategy in book form). If you would like to join the course, watch the walkthrough videos 
and see the system tested in real time, simply use the link http://jbmarwood.com/valuecourse 
and claim the special audiobook discount. The video course is free to those who have purchased 
this audiobook. 

  



 

 

 

 

CHAPTER 1: GETTING STARTED 

Table 1 

 



 

 

Table 2 

 

Table 3 

 

 

Table 4 Introducing the 10 Rules

The Buy Rules The Rules in Portfolio 123

Rule Zero - Liquidity PctAvgDailyTot(20) < 10

Rule 1 - Market cap MktCap > 50

Rule 2 - Minimum price Close(0) > 1

Rule 3 - Price-earning ratio PEExclXorTTM < 10

Rule 4 - Forward price-earnings ratio ProjPENextFY < 10

Rule 5 - Price-to-sales Pr2SalesTTM < 10

Rule 6 - Price-to-book Pr2BookQ < 10

Rule 7 - Price-to-free cash flow Pr2FrCashFlQ < 10

Rule 8 - Current ratio Curratiottm > 1

Rule 9 - 5-Year EPS growth EPS5YCGr% > 5

Rule 10 - Momentum Close(0) > (1-20/100)*HighVal(252,0,#high)

And here is the sell rule:

Sell Rule - Momentum/Cut your losses Close(0) > (1-30/100)*HighVal(252,0,#high)

 

 



 

 

Table 4 Introducing the 10 Rules 

Rule Zero - Liquidity 

Rule 1 - Market cap 

Rule 2 - Minimum price 

Rule 3 - Price-earning ratio 

Rule 4 - Forward price-earnings ratio 

Rule 5 - Price-to-sales 

Rule 6 - Price-to-book 
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And here is the sell rule: 

Sell Rule - Momentum/Cut your losses 

 

 

 

 

 

 

 

 



 

 

CHAPTER 2: PREPARATION 

Figure 1 Portfolio 123 General Settings Tab 

 

  



 

 

 

CHAPTER 3: THE BUY RULES 

Table 5 a PE ratio of 8.5 indicates a company where the market is pricing in zero growth.  

PE Ratio 8.5 13.5 18.5 28.5 48.5 

Expected Growth Per 

Year 

0 2.50% 5% 10% 20% 

 

 

 

Figure 2 

 

  



 

 

 

CHAPTER 4: ADDITIONAL SETTINGS 

No figures 

CHAPTER 5: PUTTING THE RULES INTO ACTION 

Figure 3.  

 

Figure 4. 

 

 



 

 

Figure 5. Simulator Settings 

 

Figure 6. Position Sizing 

 

 

 

 

 

 

 

 



 

 

 

Figure 7. Universe & Ranking Tab 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 8. Buy Rules 

 

 

Figure 9. Sell Rules 

 



 

 

Figure 10.  Stop losses and market timing hedges 

 

 

 

  



 

 

CHAPTER 6: STRATEGY RESULTS 

Figure 11. 

 

Figure 12.  

 

 

 

 

 

 

 

 



 

 

 

Figure 13. Summary of Key Results 

 

Figure 14.  

 

 

 

 

 

 

 



 

 

Figure 15. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 16.  

 

 

 

 

 

 

 

 



 

 

Figure 17. 

 

Figure 18. 

 

 

 

 

 



 

 

Figure 19.  Monthly and yearly performance stats. 

 

Figure 20. 

 

 

 

 

 

 

 



 

 

Figure 21.  

 

Figure 22. Transactions Page 

 

 

 

 



 

 

Figure 23. Allocation of Positions 

 

  



 

 

 

CHAPTER 7: STRESS-TESTING 

Figure 24. 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 25.   

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 26. 

 



 

 

Figure 27. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 28. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 29. 

 

  



 

 

 

CHAPTER 8: OBSTACLES AND VARIATIONS 

Figure 30. Vanguard 500 exchange traded fund 

 

Figure 31.   iShares 7-10 Year Treasury Bond 

 

  



 

 

Figure 32.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 33. 

 

 

  



 

 

 

CHAPTER 9: 10 MORE RULES FOR SUPER-SIZING 
RETURNS (QUALITATIVE) 

Figure 34. 

 

Figure 35. 

 

  



 

 

 

CHAPTER 10: GOING LIVE 

Figure 36. 

 

Figure 37. 

 

 

 

  



 

 

 

CHAPTER 11: CONCLUSION 

If you have any questions or feedback, feel free to email me directly at joe@jbmarwood.com and 
visit my blog at http://jbmarwood.com. Thank-you for listening. 
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Figure 38.  VXX Chart 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Figure 39. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Figure 40. 
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