
8211 Redlands St., Suite 1   Playa del Rey, CA  90293   Tel: (310) 306-1200

How to Pick Stocks Ahead of Violent Moves How to Pick Stocks Ahead of Violent Moves 

Presented by Fari HamzeiPresented by Fari Hamzei
Founder,Founder,

Hamzei Analytics, LLCHamzei Analytics, LLC

optionsXpress WebinaroptionsXpress Webinar
Wednesday, October 10th, 2007, 1600 CDTWednesday, October 10th, 2007, 1600 CDT

Sigma Channels ScannerSigma Channels Scanner
 v2.4v2.4



8211 Redlands St., Suite 1   Playa del Rey, CA  90293   Tel: (310) 306-1200

optionsXpress Disclaimer

Access to the following presentation is provided for educational and 
informational purposes only. optionsXpress is not affiliated with, does 
not sponsor, is not sponsored by, does not endorse, and is not endorsed 
by the presenter or its or his affiliated organization ("Presenter").
Presenter activities may not be subject to restrictions or review because 
Presenter may not be registered or regulated as a broker-dealer or 
otherwise. The information accessed through this presentation and 
available in any link contained herein or otherwise available from the 
Presenter has not been approved or endorsed by optionsXpress and 
does not constitute a recommendation by optionsXpress to buy or sell a 
particular investment. optionsXpress is not responsible for Presenter's 
content or any links contained in this presentation. 
You are solely responsible for your investment decisions, and you 
should carefully evaluate the Presenter and/or this Presentation to 
determine whether the information provided is right for you. Not all of 
Presenter's products or services are appropriate for all investors. 
optionsXpress makes no investment recommendations and does not 
provide financial, tax or legal advice.   
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Sigma ChannelsSigma Channels

Definitions:
Sigma: In Statistics, the standard deviation of a 
random variable or a population of values is a 
measure of the spread of its values. It is usually 
denoted with the letter σ (lower case sigma). It 
is defined as the square root of variance. In 
other words, the standard deviation is the root 
mean square (RMS) deviation of values from 
their arithmetic mean. 

Arithmetic Mean: In Statistics, the arithmetic 
mean of a list of numbers is the sum of all the 
members of the list divided by the number of 
items in the list. 

Source: wikipedia.org
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Sigma Channels Chart
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Sigma Channels RulesSigma Channels Rules
Why is Sigma Channels important for traders ?

Which Sigma Levels to Plot: Simple Subset is the Standard Bollinger Bands

At minimum what do traders need to know

LONG Trade: 
Enter in the position >>> as price crosses above +1 Sigma

Hold the position >>> while the price is trading between +1 Sigma to +2 Sigma

Money Management Stop >>> set it at Zero (0) Sigma (Orange background)

Exit the position (Limit Order) >>> at +3 Sigma (this move is over -– expect a 
retracement)

SHORT Trade: 
Enter the position >>> as the price crosses below -1 sigma

Hold the position >>> while the price is trading between -1 Sigma to -2 Sigma 

Money Management Stop >>> set it at Zero (0) Sigma (Orange background)

Exit the position (Limit Order) >>> at -3 Sigma (this move is over -– expect a 
retracement)
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Sigma Channels Scanner v2.4Sigma Channels Scanner v2.4
Recent Enhancements:

In v2.2 we introduced the New Entry Fresh Signal (Setup) Dates:
Yellow background in the +1 Sigma price column – Bullish Setup
Yellow background in the -1 Sigma price column – Bearish Setup

In v2.3 we introduced:
52 week High: Green on white background in the Close price column
52 week Low: Red on white background in the Close price column
These are often great momentum trading candidates

In v2.4 we introduced:
200 Day Simple Moving Average Detrended (percent differential) –
gives another measure of how far the price “rubber band” is stretched.

In v2.5 we will introduce:
Sigma Channel Width x-day count – this is ideal for Options Spread 
Trades
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Volume Breakout by Market CapVolume Breakout by Market Cap
Volume Breakout after a Basing Formation

Standard Benchmark: 50 Day Moving Average (MA) of Volume

Definition of Market Cap: Total Shares Outstanding x Last Price
Big Caps       > $10 Bil
Mid Caps     < $10 Bil
Small Caps  <   $ 1 Bil

Combo: Volume Breakout by Market Cap
Big Caps       150% of 50 Day MA of Volume
Mid Caps      200% of 50 Day MA of Volume
Small Caps   400% of 50 Day MA of Volume

Interpretation:  Volume Breakouts happen most often at the beginning or 
at the end of a violent move.  Beginning is often marked by a gap-up or 
gap-down while the end comes in an exhaustion bar. 
Color Code -- Blue
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Dollar Weighted Put/Call RatiosDollar Weighted Put/Call Ratios
Definition: Cumulative Put Premiums paid divided by 
Cumulative Call Premiums paid for an OptionsChain 
– all strikes, all months, including LEAPS 
Trigger Levels

Bullish    < 0.30

Neutral   in between

Bearish    > 3.00

Color Codes
Buy Trigger  -- Green

Sell Trigger   -- Red
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Sigma Scanner v2.4 Sigma Scanner v2.4 FAQsFAQs
Do’s

For Stocks:
Paper trade for one week so you get a feel for what is going on

3 days in a row at +/- 3 Sigma is a sign of exhaustion. Reversal is imminent.

Weekly Sigma Channels have less noise and often can help you spot the price trend

For Options:
Go deep in-the-money two to three strike levels -- use a 90 delta or better

Make sure at entry the option has 60 to 90 days time left till expiration

Be out of the trade by approximately three weeks to go in the life of the option

Monitor its Put/Call Ratio for sentiment reversal after the trade is put on

When Sigma Channel Width is near its low of the year, it presents a good 
opportunity for options spread trading. 

Dont’s
Sigma Channels are not intended to be used on intraday bar charts
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Sigma Scanner v2.4 Bullish Bias
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Sigma Scanner v2.4 Bearish Bias
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Disclaimer and Terms of Use
Hamzei Analytics LLC is an information service for investors and traders.  Nothing contained in this 
document is, nor shall be construed as, a recommendation to buy or sell securities or an offer to buy or sell 
securities. The publishers of Hamzei Analytics website and affiliates are not brokers and are not acting in 
any way to influence the purchase or sale of any security and/or its derivative. The underlying data for 
information provided by Hamzei Analytics is obtained from sources deemed reliable but is not guaranteed 
as to accuracy, or completeness. The use of Hamzei Analytics’ products and services is done so at your 
own risk. Trading and investing in any financial markets, including, but not limited to the stock market, 
options market, futures market, bond market, and/or the commodities market involves serious risk of loss, 
and in some cases, greater loss than the amount invested. In fast market conditions, some order types may 
not be executed at the price which was desired by the person placing the order. You should not rely solely 
on the information provided in this report for your trading. Use of this report is your agreement to assume 
full responsibility for any losses, and your acknowledgment that we do not guarantee any results or 
information provided in this report and that you acknowledge that you are forming an independent 
opinion based upon your own research and resources, and not on the information contained 
herein. Hamzei Analytics recommends that you do your own due diligence and research when 
considering placing any kind of transaction.
It is possible at this or subsequent date, the publishers, editors and contributors to Hamzei Analytics and 
its affiliates, may own, buy or sell the securities discussed therein, or securities in the same industry, sector, 
group, or subgroup. They may also own, buy or sell derivatives of the securities discussed therein. Hamzei 
Analytics or its publishers, editors, contributors, owners or investors, are not liable for any losses or 
damages, monetary or otherwise, that result from trading the securities and/or derivatives discussed 
within herein or on Hamzei Analytics website. The publishers of Hamzei Analytics website recommend 
that anyone trading securities and/or derivatives should do so with caution and consult with an 
experienced broker before doing so.  Past performance of Hamzei Analytics website may not be indicative 
of future performance and does not guarantee future results.  Trading in securities and derivatives 
discussed by Hamzei Analytics, and its affiliates, should be considered speculative and contain a high 
degree of volatility and risk.
ANY REDISTRIBUTION of the Hamzei Analytics website or information published therein, without the 
written consent of Hamzei Analytics LLC, is STRICTLY PROHIBITED. Copying and/or electronic 
transmission of the Hamzei Analytics website and information published therein is a violation of copyright 
law.
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optionsXpress Disclaimer for the Special Offer

The following is an offer from Hamzei Analytics LLC. This offer 
is separate and distinct from the previous educational 
presentation. optionsXpress does not approve or endorse the 
offer and optionsXpress is not responsible for the offer of any 
Hamzei Analytics content or any link contained therein. You are 
solely responsible for your investment decisions, and you 
should carefully evaluate Hamzei Analytics to determine 
whether they are right for you. Not all Hamzei Analytics 
products or services are appropriate for all investors. 
optionsXpress makes no investment recommendations and does 
not provide financial, tax or legal advice. Please consult your tax 
consultant prior to making any investment that may impact 
your tax situation.
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Special Offer for optionsXpressSpecial Offer for optionsXpress
Copy and paste the following URL to your browser and hit return:

http://www.HamzeiAnalytics.com/Sigma_Channels_Special.asp

You get One (1) Month FREE of Sigma Channels, Volume Breakout & 
Put/Call Ratios Scanner v2.4.

You need an active PayPal account to get access. Within minutes of signing 
up, our Server will send you the login instructions and password to your 
Primary PayPal Email.  Your PayPal account won’t be charged till the 31st

day. 

You can cancel at any time via your PayPal online account and immediately 
you will receive a confirmation from us and PayPal.

The cost to you for Sigma Channels after the 31st day is $39.95 every 30 days 
thereafter, which translates to less than $2 per trading day.
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