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Account churning, 15
Accumulation/distribution tactics and
methods, 19, 24-32, 33, 64, 66, 85,
116, 130-32, 206, 270, 274, 302, See
also Tactical moves
Active and passive funds, 211, See also
Institutions
Active and passive sellers, 213, 216
Active Boundaries, 5, 82, 75-82, 82,
67-111, 266, 272, 274, 276-302,
316, 304-16, 331-34, 341-48, 364
Lower Boundary, 5, 272, 287, 311,
313
new Active Boundaries, 167, 184
Upper Boundary, 5, 164, 272, 287-89
Active Boundaries, how to calculate,
109
Active Boundaries, strategy, 310
Active buying to accumulate a
position, 64, 127, 213
Active sell market orders, 185
Aite Group, 65
Alert screen, 6, 366
Alert signal, false early alert signal,
271, 366
Alexander Elder Dr., 2-3, 30, 32, 50-52,
61, 151, 153, 302, 317
American Science & Engineering
(ASED), 305
Amount of capital, 298
AMR Corporation (AMR), 153
Analysis window, 120, 127, 128, 129,
133, 137, 177, 180, 177-82, 214,
273, 344
Analysts, 211

Ariba, Inc. (ARBA), 47, 159

Ask-Bid, 16, 65, 66, 135, 186, 188, 206,
212,213, 232

Attractive price, 187

Automated computer trading, 2, 65,
See Program trading

Automated trading systems, 6, 51, 69,
264, 266, 366

Average annual returns, 252

Average downside deviation, 248, 249

Average holding time, 252

Average invested time, 279, 284, 290

Average logarithmic daily return, 230

Average maximum drawdown, 249-62

Average profit per winning trade, 239

Average ROI, 74-76, See also Float ROI

Average Separation Method, 52, See
Effective Volume:the separation
volume

Bargain hunters, 179, 184, 194, 276

Bargain investors, 192-94, See also
Bargain hunters

Bear/bull equilibrium, 60

Becton Dickinson (BDX), 78-80,
162-63

Ben Bernanke, 362

Benchmark, 246, 275

Beta value of a stock, 223

Blue-chip companies, 211

Burke ratio, 262, 287, 290, 295, 309,
314, See also Risk:risk-adjusted
performance

Buy value at the right time, 302, 317,
366
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Buy/sell balance, 63, 129, 132, 186, 188

Buy/sell operations, 292

Buy-and-hold strategy, 222, 223, 232,
247, 250, 275, 298

Buyers/Sellers equilibrium, 213, See
also Buy/Sell balance

Buying momentum, 180

Buying Pattern Analysis, 135

Buying trigger, 6, 295, 301, 303, 315

Calculating the Large and the Small
Effective Volume flow, 122

Candlestick analysis, 1, 316

Casino games, 227

Catastrophic losses, 164

Catastrophic situation, 193, See also
Catastrophic losses

Celgene Corporation (CELG), 151

Chaikin money flow indicator, 132-34,
See also Trading:traditional
analysis tools

Cheap uptrend reversal, 276

Chesapeake Energy (CHK), 116

Chico’s FAS (CHS), 102-4, 207, 210

Churn rate, 235

Cognizant Technology Solutions
(CTSH), 49

Combining Divergence and Active
Boundaries, 155, 167

Comparing the divergence signal to
the price trend, 184

Comparing the present price to a past
price, 192

Compounding effect, 230

Computing time, 267, 274, 297

Consecutive occurrence of losses, 254,
See also Catastrophic losses

Convertible debenture, 76

Correct buy signals, 201

Darden Restaurants Inc. (DRI), 124,
118-29, 13644, 177, 178, 179, 214

Dead Cat Bounce, 107, See also
Downtrends and Active
Boundaries

Decimalization, 1-2, 7, 16, 17, 15-19,
54, 64, 187-91, 212, 217-18, 367
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Demand/supply equilibrium, 12, 34,
101, 114, 135, 186
Departing shareholders, 103, 194
Detect a change trigger, 275, See also
Large Effective Volume, See also
Large Effective Ratio
Detecting tops, 135
Determination of the overall trend, 38
Deutsche Bank AG, 207, 210
Diluted number of shares, 76, See also
Float:available float
Discovery of value, 6
Distressed stocks, 305-6, 314, 318
Distribution of returns, 246
Divergence
buy zone limit, 142, 164, 166
divergence analysis examples, 144
divergence peaks, 138, 153, 155
divergence troughs, 142
historical maxima, 273, See also
Divergence:buy zone limit
historical minima, 273, See also
Divergence:sell zone limit
sell zone limit, 142
selling pattern analysis, 139
Divergence Analysis, 5, 58, 86, 113, 114,
127, 266, 273-74, 300, 326-31, 3656
Divergences
comparison of past divergences,
135, 184
Diversification, 207, 210, 297
Don Worden, 65
Downside frequency, 248
Downside risk, 247
Downtrends and Active Boundaries,
102-8, 114, 137
Downtrends and divergence analysis,
176, 201
Downtrends and Effective Volume,
202
Drawdowns, 250, 252, 286, 295, 309
Dried-up demand, 194
Dynamic method to measure the
supply/demand equilibrium, 191

Early profit taking, 287
Early profit-taking tactics, 311
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Earnings per share (EPS), 76
Earnings surprise, 67, 88
Earnings-related insider move, 47
Effective Ratio, 58, 114, 127, 128,
365-66
Large Effective Ratio, 178, 181, 203,
273, 282, 300, 364
total Effective Ratio, 129, 142, 143,
159, 177, 326, 330, 340
Effective Volume, 4041, 54, 66, 114,
129, 131, 216, 266, 296, 326,
321-26, 364
Large Effective Volume, 35, 40, 266,
268, 274, 280, 300
Large Effective Volume flow, 282
separation volume, 34, 38, 52, 53, 56,
124
Small Effective Volume, 35
Small Effective Volume, 214
total Effective Volume, 266
Effective Volume at key turning
points, 79
Effective Volume flow, 121
Effective Volume trigger, 277
Elimination of the Price Trend
Condition, 284
Elliott wave analysis, 1
Empty trading minutes, 183
End-of-day data, 12, 26, 29, 59, 64, 132,
See also Minutes data
End-of-day indicators, 20, 63, 64, See
also Trading:traditional analysis
tools
Entry strategies, 275
Envoy Communications Group, 107,
108
Equi-Power Separation Method, 54, 56,
See Effective Volume:the
separation volume
Excel add-on, 267
Exit strategies, 275
Expectation, 272, See Traders:trader’s
expectation
Expensive starting downtrend, 276
Exponential average function, 120,
121, 139
Extreme volumes, 177
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Fallen angels See also Distressed
stocks
Falling Knife, 105, See also
Downtrends and Active
Boundaries
Federated Investors Inc. (FII), 41,
155
Fibonacci retracements, 1, 316, See
also Trading:traditional tools
Financial disaster, 199
Finding bottoms, 135
Finding long-term value, 275, See also
Active Boundaries, See also
Supply Analysis
Finisar Corporation, 101
Fixed Separation Method, 52, See
Effective Volume:the separation
volume
Float
active float, 76-101, 101, 104, 109,
343, 364
available float, 76, 77, 199, 201, 303,
305
float ROI, 74, 77
Force Index, 61, See also
Trading:traditional analysis tools,
See also Alexander Elder Dr.
Francois-Serge Lhabitant, 221, 262
Fund managers, 4, 114, 128, 135, 206,
210, 245, 249, 266, 267
Fund reallocation between sectors,
350, 3563
Fundamental analysis, 11, 39, 211,
369
Funds, 3, 4, 5, 6, 72, 135, 204, 276, 285,
293, 298, 301, 307, See also
Institutions
Future earnings estimates, 67

Gerald Appel, 51, 316, See also Moving
Average Convergence/Divergence
(MACD)

Gibbons Burke, 262, See also Burke
ratio

Good trading strategy, 247

Grandmother analogy, 27

Group of shareholders, 274
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Hedge funds, 19, 211

Herd behavior, 58

Highfliers group, 224

Historical divergences, 136, 138

Historical reference levels, 273, 274,
365

How do funds make money, 211

How to antagonize all the long-term
shareholders., 193

How to turn a profit, 180

Illiquid markets, 205, See also Funds
Ilya Prigogine, 13, 20
IMAX Corporation, 88, 89, 90, 164-70,
192, 193, 194, 195
Imposing a five-day time limit, 295
Incorrect buy signals, 201
Incremental calculations, 267
Insider trading, 47, 117, 212
Insiders, 3, 5, 7, 43, 66, 159, 367, See
also Insiders trading
analysis of different types of news,
44
Instantaneous trade execution, 188
Institutional activity, 207
Institutional investors, 1, 3, 19, 20, 63,
66, 76, 106, See Institutions
stock accumulation by, 64, 206, 285
Institutions, 22, 33, 57, 207, 210, See
Institutional players, See
Institutional investors
Insurance policy against bad trades,
243
Investment
investment style, 87
longterm investment, 87
Investment opportunities, 221, 279,
284, 290, 291, 292, 320
Investor’s Business Daily, 364
Investors
long-term value investors, 86, 87, 252
short-term investors, 252

KB Home (KBH), 271, 360

Lack of shares, 201
Laggards group, 224
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Large drawdowns a measure of, 252,
254, 262

Large Effective Money flow, 347

Larry Williams, 24, 25, 26, 27, 30, 31, 32

Laszlo Biriny, 65

Leaving a losing position, 210

LEV, 270, 271, See Large Effective
Volume

Lexmark (LXK), 281

Limit orders, 127, 188

Limiting the duration of the trade, 298

Liquidity, 16, 18, 19, 76, 84, 204

illiquid environment, 5

Look into the wallets of potential
buyers, 191

Losing trades number of, 238, 242

Loss of opportunity, 239

Louis Pasteur, 1

Low supply limit, 201, See also Supply
level

Manipulation, 4, 17, 18, 26, 54, 127, 186,
212, 218, See also Price:price
manipulation

Market analysis, 342-50

Market forces, 5

Market maker, 22

Market orders, 188

Market players, 2

Market testing, 191

Market trend, 7

Market visibility, 1, 16, 17, 54, 187, 212,
217

Mathematical expectation, 227, 228

Mathematical operations necessary for
modern trading tools, 75

Maximum drawdowns, 252

Memories of past trades, 264

Meridian Resource Corporation
(TMR), 92, 94, 114

MicroStrategy (MSTR), 326, 327, 328,
329, 330

Midsize volume, 213

Milking cows, 222

Milking equipment, 247

Model, 58, 60, 64, 177, 180, 198, 223,
273, 303, 305, 306, 366
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Momentum oscillator, 51

Money Flow Index, 65

Monthly loss transferred (MLT), 6, 257,
366

MONTHLY LOSS TRANSFERRED
(MLT), 6, 222, 260, 286, See also
Monthly loss transferred

Morningstar, Inc, 261

Most recent buyers, 197

Moving average (MA), 69, See also
Trading:traditional analysis tools

MOVING AVERAGE (MA), 69

Moving Average Convergence/
Divergence (MACD), 1, 41, 51, 58,
59, 316

Naked short selling, 367
NASDAQ, 14, 107, 207
News positive or negative, 3, 88, 105,
130, 132, 159, 164, 194, 326
Nonconsenting market, 210
Nontrading Minutes, 181, 182
Normal distributions of returns,
246
Number of outstanding shares, 207

Offering price, 72

Qil drilling sector, 351

On-balance volume, 64, See also
Trading:traditional analysis tools

Openwave Systems (OPWV), 97, 101,
201, 207

Optimizing a trading strategy, 225, 230,
248, 275

Optimum, 228

Order book, 16, 18, 127, 186, 188, 217

Order fragmentation, 19, 65

Order-placing algorithms, 22

Overbought or oversold stocks, 12, 41,
51, 68, 69, 316

P/E ratio, 67, See Price-earnings
(P/E)

Paper gain, 72

Paper loss, 71, 325

Passive buying to accumulate a
position, 64, 135, 217
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Past results, 224
Past share accumulations, 117, 203
Pension funds, 207, 210, 350
Percentage of institutional holdings,
207, See also Institutions
Perception of the reality, 70, See
Traders:trader’s expectation
Performance ratio, 227
Pessimistic return ratio, 227
PetroQuest Energy, Inc. (PQUE), 45
Pillar of successful trading, 12, See
also Trading:trading pillars
Playground Analogy, 38
Pool of traders, 180, 190
Portfolio, 221, 249, 260, 287, 292
Position size, 206
Positive or negative trades, 228, 229,
230, 239, 255, 257
Positive or negative trading days, 228
Potential sellers, 199
Predefined algorithms, 65, See
Program trading
Present share accumulation, 203
Price
catastrophic price drop, 201, 202
cheap stocks, 3
current price, 1
overlapping price zones, 198
price adjustments, 19
price bounce, 107, 185
price breakout, 153, 268, 321
price cycle, 77, 170, 346
price evolution, 1, 5
price fluctuations, 1
price gap corrections, 137, 166, See
also Price:Price Gaps
price Gaps, 78, 79, 84, 88-91, 92, 103,
120, 132, 13644, 164, 167, 254,
344, See also Price Gap
Corrections
price histogram, 189, 191
price inflections, 21, 22, 35, 36, 40,
52, b5, 114, 123-27, 127, 214, 347
price manipulation, 2, 6, 17, 63, 212,
217,218
price patterns, 316
price precedence trading rule, 14
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Price (Continued)
price rate of change (ROC), 119, 120,
121, 136, 137, 136-43, 159, 176-84,
213, 266, 273, 326, 330, 340, 343,
344
price repartition of volume, 27
price reversal, 194, 305, See also
Price:price bounce
price spread, 24, 26, 59, 64, 212, 213
price volatility, 138
price/volume based indicators, 58,
59, 64, 132
price-based technical indicators, 58,
59, 69, See Trading:traditional
analysis tools, See Trading:classic
technical tools
Price-earnings (P/E), 67, 76, 193
trend above the 9-day average, 145,
147, 153, 166, 184
Price/Volume relative strength, 113
Priceline (PCLN), 270
Privileged information, 41, 159
Probability of making a profit, 164
Probability of selling, 197
Production Screen, 271
Profit
early profit taking, 289, 292
evolution of the average profit, 294,
345
in relation to expectation, 74
linearly increasing average profit,
294
profit growth, 11
profit optimization, 226
profit target, 6, 275
profit targets, 223, 235
Profitability of the trade, 275
Program trading, 17, 77, 111, 367
PRR, 242, See Pessimistic return ratio
Public order precedence, 14
Pullbacks, 85, 112, See also
Trend:trend retracement

Quarterly earnings dates, 316

Ralph Vince, 227, 239
Ratio of invested days, 308
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Ratio of stop loss trades, 313, See Stop
loss
Readiness of shareholders to sell their
shares, 366
Real estate sector, 358
Relative sector price performance, 350
Relative Strength Index (RSI):, 41, 51,
58, b9, 68, 316
Reliant Energy (RRI), 105, 106, 189,
190, 199, 200, 321-26
Resistance to change, 185, 212, 214,
217
Retail investor, 145, 206, 211, See also
Traders:retail players
Return consistency, 245
Richard Wyckoff, 59, 316, 317, See also
Price:price/volume relationship-
based tools
Risk
bankruptcy risk, 249, 252, 254
risk control, 210
risk of a portfolio, 222
risk of a trading strategy, 222, 366
risk-adjusted performance, 260
rsik management policy, 73, 87
stock market risk, 222
trader’s behavior risk, 245
trader’s wrong analysis, 224, 245
Risk/return balance, 6, 153, 218, 221,
245, 249-62, 308
Robustness of the trading strategy,
245, 247

Same purchasing or selling power, 38

Sample strategy, 226

Scanning systems, 268-74

Sector analysis, 7, 341, 361

Securities and Exchange Commission
(SEC), 321

Selling activity by institutions, 207

Selling momentum, 180

Selling parameters, 278, 280, 284, 287,
288, 300

Selling pattern, 326

Selling pressure, 91

Selling reasons, 226, 325

Sell-off, 192, 194, 333, 336, 338
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Sensitivity analysis, 199, 200, 366
Separation volume, 137, See also
Effective Volume:the separation
volume, See also Effective
Volume:separation volume
Share availability problem, 201
Shares
shares accumulation, 5, 24, 268
shares availability, 72
shares distribution, 5, 24
Sharpe ratio, 260, 261, 287, 290, 309,
See also Risk:risk-adjusted
performance
Short or long-term trade, 266
Shorts
covering a short position, 203
short plays, 49, 72, 269, 331
shorting strategies, 7, 86, 304,
32040
Sierra Health Services, Inc. (SIE), 147
Significant position taken by funds, 23,
199, 201, See also Funds
Slippage, 86, 188, 232, 276, 292
Small drawdowns a measure of, 254
Software sector, 356
Spread cost, 1, 16, 18
Standard deviation, 246
Standard group, 224, 250
Starbucks (SBUX), 331, 332, 334, 335,
336, 337, 338, 339
Static resistance, 214
Static supply of shares, 127
Stochastics, 1
Stock strength comparison within a
sector, 350, 351
Stock trading new vision of, 2
Stock-picking skills, 221
Stocks That Need to Rest, 102, See also
Active Boundaries
Stop loss, 6, 71, 85, 159, 207, 245, 257,
313,314
Stop Loss
stop loss levels, 223, 235
Stop-loss limit order, 68
Straight average function, 120
Strategic buying decisions how to
catch, 64
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Strategic moves, 19, 65

String of small losses, 257

Strong accumulation limit, 132, See
also Effective Ratio, See also
Effective Ratio

Strong distribution limit, 132, See also
Effective Ratio

Successful trading strategies, 299

Supply Analysis, 5, 191, 198, 267, 273,
302-14, 316, 335-40, 366

Supply and Demand, 3, 5, 59, 60, 86,
117, 185, 188, 191, 195, 301

Supply indicator, 274, See also Supply
analysis

Supply level, 199, 201, 303

Supply of shares, 23, 62, 63, 64, 73, 1006,
107, 116, 127, 128, 185, 186, 191,
199, 206, 214, 218, 273, 305

Supply/Demand Equilibrium, 189, See
also Supply and demand, See also
Dynamic method to measure the
supply/demand equilibrium

Supply-based strategy, 302-14

Support/Resistance Lines, 51, 59, 68,
189, 190, 304, 316, 366

Tactical moves, 2, 5, 65, 66, 128

Technical analysis tools, 1, 2, 3, 5, 12,
13, 19, 39, 60, 119, 211, 213, 320,
367, 368

Tellabs (TLAB), 27, 34-37, 52, 53, 81,
82, 83, 90, 91, 92, 131-34, 167-76,
196, 198, 201, 202, 203, 215, 216,
217

Temporary illiquid situations, 211

The first trading minute of the day,
137

TIAA-CREF Investment Management
LLGC, 210

Tick test rule, 7, 321, 349

Tick volume Analysis, 20, 58

Tick Volume Analysis, 65, See also
Trading:traditional analysis tools

Time frame evaluation, 64, 118, 275

one-minute time range, 22, 64

Time limit trading parameter, 6, 151,

223, 242-45, 260, 305
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Time precedence trading rule, 14, 16
Time repartition of volume, 28
Timing detection, 199
Todco (THE), 276
Total exchanged volume, 19, 124, 128,
213, 364
Trade
time management, 299, 315, 317
trade duration, 239, 250
trade evolution, 293
trades production systems, 268-74
trigger, 299
Traders
active traders, 5, 11, 20, 76, 77-93,
104, 110, 186, 198, 276
beginning traders, 2
confirmed traders, 2
how to determine the behavior of
traders, 59
individual traders, 4, 267, 297, See
also Traders:retail players
investors VS traders, 76
latecomers, 179
locked in trader, 71, 302
long-term traders, 275, See also
Traders:investors VS traders
manipulators, 7
momentum players, 58
passive traders, 128, 185, 213, 214
position trader, 64, 111
professional traders, 1
profit takers, 82, 338
retail players, 53, See Institutional
investors
short-sellers, 203
short-term traders, 69, 228, 275,
293
skilled traders, 4
speculator, 69
swing trader, 86, 293, See
Traders:position trader
team of traders, 267
traders erratic decisions, 245
trader’s expectation, 3, 5, 11, 12, 20,

70-89, 104, 107, 186, 188, 342, 362,

See also Float:active float
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traders’ exuberance, 107, 108, 173,
See also Uptrends and Active
Boundaries

traders’ movements, 2

traders’ optimism, 245

traders’ pain, 245

traders’ personalities, 77

traders’ will or intent, 188

trading artists, 2

trend followers, 58

trendsetters, 5, 58, 66, 130, 179,
326

Trading

back-test trading ideas, 266

best trades ranking tool, 269

buy/hold trading method, 6

classic technical tools, 27, 50, See
Trading:traditional analysis tools

day-trading, 188

position size, 6

production screen, 6

swing trading, 86, 87, 315, 318, See
also Traders:swing trader

trade evolution, 6

trading day, 21, 59, 63, 137, 189, 196,
197, 228, 247, 3563

trading opportunities, 6, 108, 184,
274, 290, 304, 318, 366

trading patterns, 1, 2

trading platform, 1, 2, 267, 368

trading range, 17, 40, 41, 91, 112

trading rules, 5, 94, 167, 184, 201,
267, 268, 274, 277, 280, 284, 288,
295, 300, 276-317, 340, 356

trading session, 12

trading strategies, 4, 6, 223, 275-317,
366

trading system, 222

trading tools, 2, 3,4, 5,6, 7

trading transactions, 186

traditional analysis tools, 12, 64, 120,
See also Traditional chartists

transactional level, 20, 64, 65

use common sense, 107, 216, 275,
366

Traditional chartists, 2, 4
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Transaction costs, 235, 236, 237, See
also Commissions, See also
Slippage
Transactional data, 65
Trends
betting agaisnt a price trend, 112
comparing trend direction, 115
comparing trend strength, 115
Effective Ratio trends, 131
Effective Volume Trend, 121
long-lasting trend, 85
price trends, 3, 5, 67, 118, 166, 267
trend confirmation signal, 270
trend line, 68, 69
trend retracement, 78, 79
trend reversals, 12, 61, 79, 89, 91, 95,
96, 97, 100, 177, 341
Tuning parameters, 223, 226—63

Uptrends and Active Boundaries, 81,
82, 84, 86, 103

Value, 5, 67, 70, 89, 199, 298, 299, 305,
315, 325, 364, 368
Value investors, 192, 193, 194
Volatility, 5, 19, 29, 52-55, 63, 65, 101,
114, 120, 176-89, 211, 222, 223,
246, 260, 317, 365
volatility at the one-minute bar level,
65
volume volatility, 65, 138
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Volume

volume data, 5

volume histogram, 190

volume spikes, 65, 177, See also
Volatility

volume Weighted by the Price
Spread, 63, See also
Trading:traditional analysis tools

volume-based tools, 59

Weakness Index, 62

Welles Wilder, 51

Westlake Chemical (WLK), 145

What-if analysis, 366

When to buy, 199

Where does the supply come from,
195

Why trends exist, 67, 112, See also
Active Boundaries

William J. O’'Neil, 364

William Sharpe, 223, 260, See also
Sharpe ratio

Winners and losers, 196

Winning trades number of, 238

Winning/losing duration ratio, 241, 242,
278

Winning/losing trades ratio, 242

Yearly expected return (YER), 6, 222,
229, 285, 290, 293, 295, 299, 304,
306, 313, 36
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