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Jake Damien Chow, CMT, is a market strategist with CGS-CIMB Research. 

He is responsible for overseeing the development of technical and 

quantitative research capabilities within the firm.

A strong advocate of systematic trading and investing, he was awarded as the 

3rd best investment speaker during the INVEST Fair 2019.

Jake currently researches, develops and manages in-house quantitative 

trading/investment strategies.

He also contributes to firm’s regional technical research publication 

“Trendspotter” covering Hong Kong equities.

His research interests include multi-factor modelling, dynamic asset 

allocation, sector rotation, alpha signal generation, risk optimisation, portfolio 

construction, global macro strategies, algorithmic trading and behavioural

finance.

Jake holds a Bachelor of Business majoring in Economics and Finance from 

the RMIT University (Melbourne). He is a Chartered Market Technician (CMT), 

member of the CMT Association and co-chair of the Singapore CMT Chapter.
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Disclaimer

This presentation/material has been prepared by CGS-CIMB Group exclusively for your benefit and internal use in order to 

indicate, on a preliminary basis, the feasibility of possible transactions. Information contained in this presentation/material 

are intended for discussion purposes only and are subject to a definitive agreement.  All information contained in this 

presentation/material belongs to CGS-CIMB and may not be copied, distributed or otherwise disseminated in whole or in 

part without the prior written consent of CGS-CIMB.

This presentation/material has been prepared on the basis of information that is believed to be correct at the time the 

presentation/material was prepared, but that may not have been independently verified. CGS-CIMB makes no express or 

implied warranty as to the accuracy or completeness of any such information. This information is subject to change without 

notice and its accuracy is not guaranteed. Neither CGS-CIMB nor any of its affiliates, advisers or representatives make 

undertaking to update any such information subsequent to the date hereof.

The views expressed in this presentation/material accurately reflect the personal views of the analyst(s). Investors are 

advised to make their own independent assessment of the contents of this presentation/material, should not treat such 

content as advice relating to legal, accounting, taxation, technical or investment matters and should consult their own 

advisers. Insofar as the performance of any transactions is contemplated, investors are to ensure that such performance 

will not be invalid or illegal by virtue of the laws of that jurisdiction. 

CGS-CIMB or its affiliates (the “CGS-CIMB Group”) may from time to time do and seek to do business with the 

company(ies) covered in this presentation/material without further consultation with or notification to you.  Nothing in this 

presentation/material is intended to be, or should be construed as an offer to buy or sell, or invitation to subscribe for, any 

securities. 

Neither the CGS-CIMB Group nor any of their directors, employees or representatives are to have any liability (including 

liability to any person by reason of negligence or negligent misstatement) from any statement, opinion, information or 

matter (express or implied) arising out of, contained in or derived from or any omission from the presentation/material, 

except liability under statute that cannot be excluded.

3



4

What is 
momentum?

How we do 
it?

Applications

Logging into 
Bloomberg

Performance

4



5

What is 
momentum?

5



6

What is momentum?

Source: CGS-CIMB Research, 24 Nov 2020

Law of inertia

Stationery position

Uniform motion

Law of acceleration

Force = Mass x Acceleration

Law of action and reaction

Action Reaction

What is momentum? Momentum is grounded in physics; it refers to the quantity of 
motion an object has. 
• Law #1 (Law of inertia): Objects at rest will stay at rest, and objects in motion 

will stay in motion in a straight line unless they are acted upon by an unbalanced 
force. 

• Law #2 (Law of acceleration): Force is equal to mass multiplied by acceleration. 
(F = ma)

• Law #3 (Law of action and reaction): For every action, there is always an 
opposite and equal reaction.

In finance, momentum is generally accepted as the rate of change or the rate of 
acceleration. 
-Momentum is the phenomenon that stocks which have performed well in the past 
relative to other stocks (winners) continue to perform well in the future, and stocks 
that have performed relatively poorly (losers) continue to perform poorly.
-Momentum is mainly caused by over or underreaction to news, thus aggravating 
mispricing and being prone to reversals
-Momentum is highly correlated with internal growth rate (revenue, earnings, 
cashflows), positive/negative expectations (news flow and sentiment) and 
improvement/deterioration of a firm’s fundamentals

6



7

Factors

Source: MSCI, CGS-CIMB Research, Date: 24th Nov 2020

Pro-Cyclical 
Factors

Defensive 
Factors

Relatively Inexpensive Stocks

Rising Stocks Smaller Companies

Cash Flow Paid Out

Lower Risk Stocks

Sound Balance Sheet Stocks

-Factors are the key drivers of risk and return; building blocks of your portfolio 
returns. 
-A factor is a characteristic that helps explain the long term risk and return 
performance of an asset. It is well documented in academic research and have been 
used extensively in traditional portfolio management commonly known as 
Morningstar Investment Style Box; the most common being “Value vs Growth”, 
“Large Cap vs Small Caps” and in quantitative investment strategies. 
• When markets are bullish: pro-cyclical factors like MoM, Value, Size tend to 

outperform as investors are embracing risky assets.
• When markets are bearish: defensive factors like High Yield, Low Volatility and 

Quality usually do better as investors have lower risk appetite.

7



8

Source: Bloomberg, CGS-CIMB Research, 3 Sep 2020

What is absolute and relative momentum?

• There are 2 main types of momentum; absolute and relative
• Relative momentum also call cross-sectional momentum; measures and compares 

momentum against its peers or the broader market. 
• Traders usually call this relative strength. Quant funds typically uses relative 

momentum to generate trading signals.
• Absolute momentum also call time series momentum and is stock/asset class 

specific. Commodities Trading Advisor (CTAs) typically uses absolute momentum to 
generate trading signals

• Shown above in the upper half of the chart is the absolute momentum of Boeing in 
white and S&P500 in yellow

• In the lower half; is the relative momentum of Boeing over S&P500 in green 
plotted with a 200d EMA

• You can see visually a trader should logically overweight Boeing since middle of 
2016, turn neutral in mid 2019 onwards and turn negative in early 2020.

• In quantitative finance, momentum whether relative or absolute is arguably the 
best performing and robust factor and if applied properly, can increase portfolio 
returns performance and reduce downside risks. 

• It is proven to generate higher risk-adjusted portfolio returns but are also prone to 
mean reversion and steep drawdowns in market declines. 
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How most academics and practitioners do it?

Rank the whole 
universe 
according to 
relative 
momentum: (12-
1mth); price 
change or total 
return 

Long:10-30%

Middle:80-40%

Short:10-30%

Stock Universe

-Traditional quantitative research usually focused on using cross-sectional 
momentum to generate signals to create long/short portfolios to run backtests
• First you rank the whole universe based on the chosen metrics; the classic 12-1 

mth price change or total return
• Then you long the top 10-30% of the universe to form a portfolio
• Next you short the bottom 10-30% of the universe to form the second portfolio, 
• Do nothing with the in between 80-40% of the universe
Hold the portfolios until the next rebalancing window. Holding period ranges from 
12mths to 1mth…most practitioners uses 3 months.
Pros: 
-Easy to score, rank and run back-tests
Cons: 
-Not practical to implement the short-leg in the real world; did not factor in 
borrowing costs and trading capacity 
-Asset managers or traders lack to capacity/mandate to implement the short-leg
-Long only application is commonly call smart-beta and many product manufacturers 
out there are offering the strategies in ETF and mutual fund format 
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Our approach

Stocks with 
positive dual 
momentum

Stocks with 
negative dual 
momentum

Stock Universe

-We build this for swing traders, trend-followers, directional traders and even 
momentum investors.
• Deviating from academic or traditional strategies shown earlier, based on our own 

research and trader’s intuition, we engineer a more targeted approach, this is 
where we are different from other screening models out there

• We split the tradable universe into 2; 
• positive and 
• negative, before applying statistical scoring models in isolation to rank the stocks
-These models blend relative and absolute momentum to isolate both stock specific 
(absolute) and market 
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CQM Dual Momentum Model Framework

Define investable universe: Country/Common stocks/index component

• Size Screen: Market Cap > specific threshold (absolute/percentile)

• Liquidity screen: 3 months ADV >  market threshold (absolute/percentile)

• Absolute Momentum screen: a) is LCP > or < 200d EMA, b) is 50d EMA > or < 200d EMA

Relative 
Momentum  

Descriptors

• 52 weeks high/low

• 52 weeks price ∆

• 26 weeks price ∆

• 12 weeks price ∆

• 4 weeks price ∆

Z-score results normalised to a 0-100 scale 

Statistical scoring model

Source: CGS-CIMB Research, Date: 24th Nov 2020

-Traditional quantitative research focused on cross-sectional momentum; what most 
traders call relative strength works very well but tends to have steep drawdowns. Ie. 
If broad markets is down an average of 20%, we are still selecting stocks that fell 
relatively less
-Applying absolute momentum in the model can significantly help to control and 
reduce the downside risks in such an event.
-To incorporate these 2 forms of momentum into our dual momentum model, we use 
a 2-step process:
• We decide on our universe; country, common stocks, component stocks within an 

index
To control for tradability, we applied 2 screens; 
Size to eliminate small or micro-cap stocks, which are usually easily manipulated and  
expensive to trade due to wide bid-offer spread.
For liquidity we screen 3 months average daily value traded to avoid thinly traded 
stocks
This is where we apply the absolute momentum screen to screen out stocks we 
defined as trending but because it is a binary question, so we use criteria:
a) LCP  > or < than 200d EMA for positive or negative model
b) 50d EMA > or < 200d EMA for positive or negative model
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• The remaining stocks from this screen then goes into a statistical model to 
calculate the Z score or also called the standard score based on the 5 relative 
momentum descriptors 

• 52 weeks high/low
52 weeks price change
26 weeks price change
12 weeks price change
4 weeks price change
• The raw Z-Score normally ranges from -3 to +3, so to make it easier to read, it is 

further normalised to a scale of 0-100
We rank the scores based on descending order and organise them into 4 segments or 
quartiles, some people prefer to call it buckets
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Applications
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How do we interpret the scores?

SSE Market Breadth: 341 Positives vs 139 Negatives

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

4th Q: Moderately Weak

3rd Q: Fairly Weak

2nd Q: Weak

1st Q: Very Weak

High score in negative model

High score in positive model
1st Q: Very Strong

2nd Q: Strong

3rd Q: Fairly Strong

4th Q: Moderately strong

• In the positive model, the 1st quartile represents the strongest momentum while 
the 4th quartile represents the moderately strong stocks in the universe

• In the negative model, the 1st quartile is the weakest momentum while the 4th

quartile represents the least weak stocks in the universe
- Long-only traders should focus on stocks within the positive 

momentum universe and avoid names in the negative momentum universe. 

- Stocks with very strong (+/-) momentum hardly trades or corrects 

(below/above) its 50d EMA. 

- Traders with no existing positions should try to target a potential entry when it 

pulls back to near 20/50 days exponential moving average (EMA) and should 

refrain from chasing price action. 

- When price action is below the 50 days EMA, further correction is highly 

probable. Traders should consider delaying entry, observe if it holds above the 
100/200 days EMA during the corrective process.

• The nett aggregate number of stocks being screened out in both the positive and 
negative models can be used as a gauge of market breadth

14



15

1st Quartile momentum profile (1-yr chart)

Source: Bloomberg, CGS-CIMB Research, 17 Nov 2020

-This is the momentum profile generally observed in the 1st quartile. 
-Notice the front-end gradient of the slopes and price action around the moving 
averages
-Stocks in this quartile is ideal for traders (1-4 weeks) as it usually exhibit very strong 
trend and positive momentum
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2nd Quartile momentum profile (1-yr chart)

Source: Bloomberg, CGS-CIMB Research, 17 Nov 2020

-This is the momentum profile generally observed in the 2nd quartile. 
-Notice the front-end gradient of the slopes are flat, price action retraced to find 
support above the 100d EMA and consolidating sideways for its next move
-Stocks in this quartile is ideal for traders (1-3 mths) as it usually exhibit strong trend 
and positive momentum
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3rd Quartile momentum profile (1-yr chart)

Source: Bloomberg, CGS-CIMB Research, 17 Nov 2020

-This is the momentum profile generally observed in the 3rd quartile. 
-Notice the front-end gradient of the slopes is negative and how price action is 
retracing to test the 50d EMAs 
-Stocks in this quartile is ideal for traders (1-3 mths) as it usually exhibit strong trend 
but is in a corrective phase with neutral-negative ST momentum 
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4th Quartile momentum profile (1-yr chart)

Source: Bloomberg, CGS-CIMB Research, 17 Nov 2020

-This is the momentum profile generally observed in the 4th quartile. 
-Notice the gradient of the slopes are flatter and price action tends to hug around the 
moving averages and mean revert to the 200d EMA
-Stocks in this quartile is ideal for traders (3-6 mths) or investors who don’t like to 
chase runaway price action as it usually exhibit mild uptrend with moderately positive 
momentum. 
-You tend to find stocks that are recovering from negative trend, in early stage 
uptrend, or stocks in major corrective phase. Stocks in this quartile may be less 
consistent in performance
- For the negative models, just inverse these charts and you’ll get the idea
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Logging into 
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EQS function

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- Log in into any shared or your personal Bloomberg ac. 
- Type EQS into the dialog box in the top left corner to load the function .

- On the lower end of the left-hand column, under "Popular Screens", click on 

the "More Screens".
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Loading the model

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- On the top left of the next screen, choose "Shared Screens", you should 

see a list of the models that are being shared

• click “Screens shared with me”

- Click on the screen you want to load, select from one of options in the pop-

up screen, there are 6 options like “View/Edit Screen Criteria”,”Run Screen”, 

“Send Screen”, “View Shared Users”, “Generate Report”, and “Analyse

Securities”

- Click on 1st option “View/Edit screen criteria”.
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Rules of the model

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- What you see in the larger white box are the rules used to build this model

- Right click on the rule in the smaller white box and select “edit criteria” , it 

will bring up the scoring model for relative momentum
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EQS scoring model

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- This is the sub-function where we build the scoring model to calculate the Z 

scores for relative momentum. 

- Close this sub function and click “See Results” on the bottom right-hand 

corner to generate the list of stocks screened out by the model
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HK + Pos MoM results in Bloomberg

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

Above is a view of how it looks like in the EQS function within Bloomberg
The benefits of doing this on Bloomberg
- Drawing on the data from Bloomberg and computing speed, the model can 
calculate hundreds and thousands of stocks with just a click; it is fast and efficiently
- We can screen for more trading ideas faster and better rather than relying 
traditional means on news flow. For example Xiaomi’s recovery move was first 
detected by the model and was included in the report we sent out on 17th Jan this 
year at around 13.00. 
- Users can see real time changes and analyse these ideas using the BBG chart (GP) 
function 
- We can “share” these models and send these ideas or charts with fellow colleagues 
or clients across geographical regions instantly
- Transparency of how these model works
- The scores give us an objective ranking of their momentum strength
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SSE - Neg MoM results in Bloomberg

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020
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HK +Pos MoM results exported to a spreadsheet

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

This is how it looks like when we export the results into a spreadsheet
- The Momentum score is found under "Score", “J" column in the report and is 

ranked in descending order, 
- The score is colour coded in green for positive models and orange in negative 

models
- The relative momentum is also presented in a color-coded grid to highlight the 

momentum strength in the various look-back period for the trader to gauge 
whether the stock is in a short-term correction

We have included the GICS sector classification for traders to gauge which sectors 
are relatively stronger or weaker over their peers. Eg. In this spreadsheet, the HK 
market are dominated by IT and Consumer Discretionary in the positive model while 
the negative model are packed with Health Care and Communication Services
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SSE - Neg MoM results exported to a spreadsheet

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020
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Performance
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1st Quartile performance: 50.96% vs 0.53%

Source: Bloomberg, CGS-CIMB Research, 23 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 1st quartile, since we started sharing the models with the TRs and 
clients earlier this year

- To calculate the performance, we use the signals generated on every first Friday of 
the month

- Based on the stocks screened out in the first quartile, we form an equal-weighted 
portfolio on the first Friday of the month

- And we rebalance the portfolio on the first Friday of every month 
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2nd Quartile performance: 32.26% vs 0.53%

Source: Bloomberg, CGS-CIMB Research, 23 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 2nd quartile
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3rd Quartile performance: 39.44% vs 0.64%

Source: Bloomberg, CGS-CIMB Research, 23 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 3rd quartile
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4th Quartile performance: 22.01% vs 0.53%

Source: Bloomberg, CGS-CIMB Research, 23 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 4th quartile
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1st & 2nd Quartile performance: 44.69% vs 0.53%

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 1st and 2nd quartile
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1st & 3rd Quartile performance: 56.14% vs 0.53%

Source: Bloomberg, CGS-CIMB Research, 24 Nov 2020

- The above chart shows the YTD out of sample performance (excluding transaction 
costs) of the 1st and 3rd quartile
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To improve the efficiency and profitability traders, brokers and clients

Provide market perspective, identify sector strength and rotation

Generate more trading ideas (long/short) for traders to outperform the market

Help brokers manage clients trading exposure and avoid concentration risks

Identify potential ideas and improve risk management for momentum investors

Engineered for swing traders, trend-followers and directional traders

Why we do it?
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