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- - Chapter 1

Introduction To Dynamic Trading

In Dynamic Trading, you
e Learn what it takes to be a successful trader or investor.

* Learn how to understand the pattern position of the
current trend of the market including the conditions
necessary to signa when amarket is reaching the
completion of the trend using the practical application
of Elliott Wave analysis.

e Learn how to project well In advance the price zones
which have the greatest probability of support, resistance
and trend change.

* Learn how to project well in advance the time periods with
the greatest probability of trend change.

* Learn how to integrate the time and price projection
techniques and pattern analysis into apractical trading
plan.

* Learn how to distinguish the high probability trade set-ups
that will provide you with the best opportunity for success.




Introduction To Dynamic Trading

Where We Are Going and What We Will Accomplish

Dynamic Trading will teach you how to confidently consider a market
position and make atrading or investing decison. Every financial and
commodity market is constantly in a process of dynamic change. When
you have mastered the materid in this book, you will not only be prepared
for trend change before it happens, but will be prepared for the probable
time and price extent of each trend and counter-trend swing.

One of the important objectives of Dynamic Trading isto project
the extent of trends and the time and price of trend reversals in advance.

The chart below is an example of the power of dynamic market
anaysis. A bond top was projected to be made in the Nov. 20-Dec. 9.
1996 period, idedly Dec. 4-9. The top was projected to be in (he price
zone of 115.29-117.05. The top was made Dec. 3.1996 at 116,28,
precisdly within the time and price zones projected for the termination
of therally.
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After-the-fact analysis? Absolutely not. The exact projections
described above were made weeks in advance and published in the
Dynamic Trader Report prepared by the author. By learning Dynamic
Trading analysis and trading strategies, you will be prepared in advance
tor the extent of trends and counter-trends, the time and price with the
greatest probability of trend reversal and low-risk trading strategics.
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Dynamic Trading - Chapter 1

It's Time You Made A Change

Are you ready to make some changes? To do something different than the
magjority of traders and investors who are unsuccessful?

The mgjority of futures traders loose money. Some say the percentage
is as high as 90%. The majority of sock and mutual fund investors under
perform the stock indexes, year after year. How can this be when publi-
cations teaching trading, investing and technical analysis have flooded
the market in recent years? How can this he when powerful technical
anaysis software is availablefor for afew hundred dollars? In the past
twenty years, since the flood of technical analysis and investing books,
newsletters, trading workshops and software have overwhelmed the
market, the percentage of traders and investors who succeed has not
ganed at dl! How can thisbewhen theknowledge and tools seem to
be so easily and cheaply available?

| believe it is because the vast magjority of traders and investors have
bought into the helief that the same overused and abused technical indica-
tors actually provide an accurate assessment of market position. If the
majority of traders and investors continue to loose or, a best, vastly under
perform the market, it must be time for achange. It must be time to look at
the market from anew perspective and put into practice new analysis
methods and trading strategies,

My favorite definition of an insane person is someone who continues
to do the same thing but expects different results. Are you insane? Are you
approaching the market with the same popular analysis tools and trading
techniques that have been used by the magjority of traders and investors for
more than the past twenty years? That same group of traders and investors
who have consistently lost or under performed the market year after year
after year?

It's time to stop the insanity! It's time to do something different.
Dynamic Trading providesboth new techniques and new twists on some
older techniques that are integrated into a comprehensive analysis and
trading plan. If you want to be different than the 90% of unsuccessful
traders and investors, you must do something different than what the 90%
aredoing.

1 have taught these techniques to new and experienced tradersin over
a dozen countries for amost ten years. It is rare that someone involved in
the business of market analysis and education has any trading experience.
In order to demonstrate the value of these methods, in 1993 | entered and
won first place in the Robbing Trading Company World Cup Champion-
ship of Futures Trading with areturn of over 118% on account for the
year. This annual trading contest is real-money, rea-time. Not some silly

13



Introduction To Dynamic Trading

hypothetical trading contest. In case you didn't know, lessthan 5% of
trading and investing authors, newsletter writers and software devel opers
have ever successfully traded ot invested. All of their information is
strictly from an academic or hypothetica viewpoint and is usualy not
applicable to practical analysis, trading or Investing.

While| continueto trade futures and options and invest by mutual
fund switching, my primary occupation is as atrading andinvesting
analyst and advisor through my monthly and weekly Dynamic Trader
Analysis Reports. These reports and their predecessors have provided a
comprehensive analysis of the major financial and commodity markets
snce 1986. Each report is an education in itsdf with regular tutorials
on dynamic technical anaysis and trading strategies.

The monthly and weekly advisory reports have provided aten year
record of the value of the analysis, forecasts methods and trading
strategies taught in this book. Throughout this period | have become
especially known for my comprehensive and uniquetiming methods, A
three year period of reports was examined and it was found that 89% of
the trend changes made by the markets that were followed in the report
were madewithin one trading day of any Projected Turning Point Periods,
I”"m sure you can see how valuable thiskind of dynamic time analysis can
beto you.

Of the hundreds of market analysts and newdetter publishers, the
1997 Supertrader sAlmanac named me the 1996 "Market Guru of the
Year", primarily for my technical analysis of market position and time and
price projections for the stock indexes. The same analysis techniques that
allowed meto so accurately determine the position of the stock market
and time and price targets for the bull trend are taught in thisbook. The
techniques are not difficult to understand or apply, but it will takework
on your part.

Thisisthefirst comprehensivebook 1 have offeredto the publicin
ten years. In the past, atrader or investor had to either purchase my $300
home study course or attend a weekend workshop at asimilar price to
recaive thisinformation. Why have | put this information together in a
book and made it available for less than $100? Y ou're probably expecting
me to humbly say it's for thebenefit of the little guy or something like
that- Not at al 1 hope to reach amuch wider audience of traders and
investors who are ready to make achange. Some of you will want to
continue your studies by subscribing to my monthly or weekly advisory
service. Others may be interested in the unique software | have devel oped
for tradersand investors.

Whether you continue your study and application of Dynamic Trading
beyond the materia in this book or not, | promise you this: You will get

14
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more than your money's worthfrom the material in this book alone. You
will learn new anaysis and trading techniques that you can immediately
put into practice as a complete gpproach by themselves or as a comple-
ment to an gpproach you already use. | have been in the business of
advising and educating traders for over ten years. 1 have built a steedy and
loyal customer base over that time primarily from word of mouth. | have
done that by offering aquality product and servicein everything | doin an
industry that is known for a decided lack of quality and integrity. If for
any reason you fed the material in this bock is not worth the price you
paid, send it back within sixty daysand | will be glad to refund your
purchase price. I'll bet you've never had amoney back guarantee made to
you in the introduction to a book.

The other reason | have made this material available in alow cost
book formal isthat over the past few years, many of the techniques 1
have been teaching for many years are being taught by others and
incorporated into software programs without any referenceto the
source. They are often being taught at extraordinary high cost like
several thousand dollars for weekend workshops or telephone conference
tutorials. Unfortunately, many of the techniques are often taught
incorrectly. Probably because the teacher did not develop the methods
and had no actual experience putting them into practice.

In late 1993, | gave alecture at the Trader's World technicd analysis
conference in Chicago and described the relationship of market timing and
atomic energy structure. | explained this andogy and the practical applica-
tion to time analysis and trading strategies. By the way, it is not asweird
or esoteric asit may sound! Within about thirty days, atechnica analysis
software devel oper who was at the conference had not only included some
of thetiming techniques | taught at the conference into his software, but
even called it something like Energy Pivots, exactly as | described them at
the conference. | didn't even get acopy of the software as thanks for
designing the routines!

Whileimitation is the highest form of flattery, | decided thento
discontinue my public appearances at conferences and my educational
contributionsto technical analysis magazines until 1 had produced abook
for the general trading and investing public that st forth my methods. It is
amost four years later and here it id

| have long since accepted that what ever you place before the public
whether through articles, books or workshops becomes public domain and
no one who appropriates the material is required to reference the source of
their instruction except in the case of copyrighted or trademarked materid.
At least now | know this materia will be properly presented in its entirety
at afair price.


TRADER
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| know the value of this materia asdo hundreds of traders from
arroundthe world who have studied it and pat it into practice- What ever
your level of trading or investing experience, you will find great valuein
this material. | have taught this material to brand new traders and Investors
who hardly knew the difference between long and short as well as experi-
enced fund managers who are respongble for millions of dollars of
customer funds. Many of them have made these techniques their sole
approach to analysis and trading. Others have integrated one aspect or
another into their trading approach and trading plans.

Whatever your current level of experience or expertise, it is now your
time to make a change and learn to be aDynamic Trader.

16



Chapter 2

Getting Started With Dynamic Trading

Use all of the toals, all ofthe time.
W.D.Gann

The Three Dimensons of Market Activity

Every aspect of the market must be taken into consideration for conss-
tently successful trading and investing decisions- There are two criteria
that should be met for any technical analysis methodol ogy to be included
as pan of the decision making aspect of atrader's trading plan:

1. The analysis technique must be simple and easy to understand both in
regards to theory and application.

2. The analysis technique must provide the critical information wel in
advance that is needed to make a trading decision. In other words, we
are primarily concerned with leading indicators of market activity, not
lagging indicators. There are a thousand indicators that will tell us what
the market has done, WE want to know with ahigh degree of reliability
what the market should do in the immediate future.

The three important dimensions of market activity - time, price and
pattern - meet the two criteria described above. Mog trading plans only
include one, or at the mogt, two of these important market factors. A
comprehensive trading plan that is concerned with having the greatest
probability for success will include information from dl three dimensions
before atrading decision is made.

Time

We must have atime projection methodology that alows us to project
with a high degree of consstency the future periods of time that have
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the greatest probability of trend change. Typica time-cycle analysis
provides for wide "windows" of time of as much as severd weeks for a
potential trend change. Thisis of little use to the trader or investor. When
using daily data, dynamic time projections focusin on periods of just a
tew days which have a very high probability of trend change. When using
intraday data, the focus may be onjust afew hours- These relatively
narrow time ranges provide the trader or investor with ahighly useful
piece of information from where to make adecision. Dynamic time
projection techniques dso project the high probability minimum and
maximum time targets for any trend or counter-trend.

Price

We must have aprice projection methodology that allows us to project
with ahigh degree of consistency price levels that have the greatest proba-
bility of support and resistance. Our price projection methodology must
not only project temporary support and resistance zones, but must alow
us to project zonesthat have the greatest probability of terminating the
trend. Dynamic price projections provide avery narrow price zonewhere
important trend changes usually unfold. A dynamic price projection tech-
nique also projects the high probability minimum and maximum price
targets for any trend or counter-trend.

Pattern

Our pattern recognition analysis must consistently represent the position
of the market in relation to trend, counter-trend, trend termination and
trend confirmation. In the chapter on pattern, we will see how to simplify
Elliott wave analysis so we can quickly recognize the position of the
market related to Elliott wave guidelines. There are certain rules and
guiddines assodiated with Elliott wave analysisthat usualy reveal the
position of the market relative to trend or counter-trend. When that
position is not clear, we may choose to ignore that particular market and
only consgder trading those markets where the pattern clearly reveals the
position.

Holistic Technical Analyss

Without a comprehensive analysis procedure, an important decision-
making eement may be missing. Itis critica to view the market from dl
perspectives. Each dimension of market activity must be viewed in the
context ofthe other dimensions. Failure to be aware of dl dimensons of
market activity may result in atrading decision arrived at by an isolated
view of the market that ignores an important market factor. Another
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dimension of market activity may contradict the isolaied view. The market
must be viewed from the whole of its activity.

Buy The Bottom, Sell The Top

An important part of dynamic trading analysis is to be prepared in advance
and recognize important trend changes as they occur. The lowest risk and
lowest capitd exposuretrade and investment set-ups are often at the
significant trend change pivots. | know, | know. Most of the trading and
investing books teach never to try to buy the low or sdll the high. What
nonsense. Those books were written by academics and other non-traders
who know little about technical analysis except for lagging indicators
which only provide information well after the trend is established. They
teach this bit of nonsense because most analysts do not have an anaytical
method that projects in advance when and where marker reversals will
take place. Buy the bottom and sell the top is an important factor of a
trading plan. This book will give you the tools to dojust that quite often.

The Coincidence of Time, Price and Pattern

When time, price and pattern coincide, change isinevitable. When each of
the three market dimensions project a high probability of trend change, the
change is at least very highly probable, if not inevitable. The coincidence
of time, price and pattern projections provide low risk/low capital

exposure trade set-ups. If the trend change is confirmed, the trader and
investor will have the confidence of knowing the direction of the main
trend and the direction that market positions should he taken.

The Objective of Technical Analysis

The purpose of technical analysisis not to be able to accurately identify
every market position. all ofthe time. While this may be the daydream of
ome analysts and most amateur traders, it isan impossibility. Every
method of technical analysis has limitations and at times will provide
contradictory information. Unless the analyst, trader or investor is willing
to acoept that some times his or her analysis® will not provide a confident

opinion of the market postion,
he or she is doomed to failure.

The objective oftechnical analysisis to identify those
mar ket coonditions and the specific trading strategies that
have a high probability of success.
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There are three positions a trader may take at any one time: long,
short or out of the market. The out-of-the-market postion is taken when
the technical analys's does not recognize that the market isin ahigh
probability profit position- Jim Rodgers has said that he "waits until the
money isjust sitting there on the floor waiting to be picked up before
he considers entering a position, in other words, Rodgers waits until his
analysisrecognizes the conditionsthat have avery high probability of
success. If you want to be successful, sowill you.

Traders who demand action usually have no technical anaysis
approach or trading plan and are doomed to the same fate as dl other
junkies - busted. Over theyears, | have often had prospective customers
call to inquire about my newsletter advisory services, trading workshops
or software program. If one of their first questions is something tike "how
many trades a month does this approach signd”, | know they have never
had success and never will until they change their objectives. These
trading junkies are more concerned with activity than profitability. The
only objective of atrader or investor should be net profitability, not the
amount of activity.

Once you recognize that the purpose of technical analysis isto identify
high probability trade set-ups, patience and discipline should follow.

Analyst, Investor or Trader

Both investors and traders must be good technica anaysts to be
successful. The technical analyss methods provide the information
to make atrading or investing decison. But many analysts are not
necessarily good investors or traders. For the purposes of this book,
analyst includes everyone interested in the technical analysis of the
markets including both trader and investor. The same methods apply
to all timeframeswhether a 15 minute chart or amonthly chart.

What Markets Do These Techniques Apply?

The Dynamic Trading techniquesapply to al actively traded markets
including all of the major futures, stocks, mutual funds and indexes. These
techniques have been used by short-term futures traders who consder a
three hour trade along-term position to mutual fund switchers who make
only two or three switches each year.

System Trading

The myth that a so-called mechanical Wading or investing "system” may
be purchased that will provide great profits over timeis a sad reminder
that a significant portion of the population has more money than brains

2-4



Dynamic Trading - Chapter 2

or at least some money and few brains. What is a "mechanica trading
sysem” It is aspecific and objective set of rulesthat sgna when to buy
and sl. The rules may he programmed Mo software or ssmply written
down. Thebass of dl these systems is that the user does not have to know
anything about the market or trading and investing and will profit by
samply following the rules or system signals.

As long asthere has been trading and investing, there have been
trading and investing systems sold to the public for anywhere from a few
hundred dollarsto many thousands. | don't believe there has ever been a
system sold to the public that the purchaser has profited from over a
period of more than one or two years which aways seem to be followed
by consistent losses that wipe out any accumulated profit in a short
amount of time. The majority of "systems' sold are nothing but scams.
Some probably have value in the hands of the developer who knows [he
market conditions under which the system was developed and would
recognize when the conditions have changed and the systemis no longer
applicable.

Not long ago, | chalenged all of the readers of the Club 3000
newd etter to provide any evidence of ever having had asngle, profitable
year from taking every signd of a system that they had purchased. The
Club 3000 newsletter was originally begun to provide comments and
reviews by system purchasers. | am surejust about every system purchaser
and developer in the trading and investing universe subscribes to this
newsdletter. Not a single system purchaser or developer was able to provide
any evidence of a profitable year trading apurchased system! Surprised?
I'm not.

Why does the trading system illusion continue? | believethereare two
reasons. The first isthat many of us want to believe that there redly is an
easy way. Many of us want to believe that mere is aformulathat can be
purchased and will guarantee success. Whole industries are built on this
illuson. Stay up late at night and channel surf and you will seehow alive
and well is this illuson. Success cant be purchased. It must be earned.
Trading and investing is the same as any other business. You must gain a
certain amount of knowledge and make decisions. Judgment will always
be required for success,

The second reason for the perpetuation of the successful system
illusion is the recent plethora of system testing software. Most of die
popular and inexpensive technical analysis software programs make it
relatively easy to test the profitability of a set of trading rules. The |eft-
brainjunkies have afi el d day with the system testing software. Moat of
these users do not understand that a set of rules may be developed to show
aprofit on any set of data? Even datarandomly generated. Bur wait until
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you gpply those rulesto anew set of data generated under different market
conditions. Software promoters feed on the system illuson by heavily
promoting the system testing routines in then software. Trading
magazines continually have articles on system development written by
academics or professional writers with no actua trading experience.

Still interested in system trading? Futures magazine tracks the results
of most of the public futures trading funds. Public trading funds are al
system traders. For practical purposes, they have unlimited financial,
computer and brain power resources to develop trading systems. In 1995,
the S&P was up 35% for the year. In 1995, the average gain of the 205
funds tracked by Futures magazinewasjust 12.11%. About one quarter of
the funds were down for the year- Only nineteen or less than one out of ten
funds beat the S& P for the year. Futures magazine does not report on
multi-year returns for these funds, but | will give very high odds that none
of them has ever beaten the S& P in each of three years in arow.

Most of these public trading funds have more than ten million dollars
under management Some a lot more. All together they represent severd
billions of trading dollars. And this isjust a drop in the bucket compared
with the private trading funds. How much do you think it would be worth
to any one of these funds to purchase a system that is profitable? Can you
count that high? Given this information, do you really think that you can
buy a profitable trading system for afew hundred dollars? For a few
thousand dollars?

Hopefully you are now well grounded in redity. Sucoess cannot be
purchased. It's that smple.

How This Book Is Laid Out

It isimportant to progress through the book in the order the materia is
presented. Each chapter builds upon the previous material.

Doesn't it aggravate you when you are reading in a book the
descriptive commentary about a chart illustration and the chart is not on
the same page as the commentary? Y ou have to keep flipping back and
forth to view theillustration and the commentary together? That won't
happen in Dynamic Trading. Care has been taken so that the descriptive
chart commentary is on the same page as the chart illustration. This often
resultsin agood bit of blank space left at the bottom of a page. This
"wasted" space aggravates traditional publishers to no end but is necessary
for the best learning experience. The purpose of this book is to teach you
these techniques as well as possble, not to conform to the ideal layout
standards of traditional hook publishers.
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It'sTimeTo G4 Sarted

We will begin the Dynamic Tradingjourney with an understanding of
"What A Trader Must Know To Be Successful."

What A Trader Must Know To Be Successful

Below are a few definitions with the help of Webster's you must know
with my brief comments.

Forecadst:

Probable:

Speculate:

Chance

Risk:

To predict afuture condition, occurrence or event.
No one at any time knows what the future outcome

of any event will be. All forecasts of future events can
only be an educated guess. The outcome of any
condition can only be aprobability, never a certainty.

Having more evidencefor than against, but not
proven conclusively. All trading and investing activity
deals in probabilities, never certainties. The objective
of al market analysis and trading plans is to put the
probabilities of success on our sde. This includes
eliminating those activities with alow probability of
success and only engaging in those activities with a
high probability of success

To engage in a risky business transaction in the hope
of making a large profit. All activities whose outcome
Is in the future are speculative activities. The degree
of risk is relative. The only reason to accept grester
risk is with the intention that the potentia, future
gains will be far greater than relatively less risky
activities.

The unpredictable element of an occurrence. A possi-
bility or probability. Every possble occurrence of a

future event has a degree of unpredictability which is
why no method of attempting to predict the futureis
without risk.

To expose to the chance ofloss. The probability of an
event occurring. If the success of any activity is con-
tingent on a Mure event occurring, that activity is
always risky. The objective of the trader and investor

2-7



Getting Started With Dynamic Trading

Capita
Exposure

IS to reduce the inevitable chance of loss by only
engaging in those activities (trades or investments)
that reflect the greatest probability of success rdative
to dl of the choices available,

The minimum dollar risk to see if your guess of the
future is correct or not. You've got to pay to play.

In trading or investing terms, capital exposure isthe
protective stop-loss amount. What does it cost to find
out if you made a profitable decison or not?

Consistency: Seadtfast adherence to the stoneprinciples, course,

Plan:

Trade

Inved:

Bozo:

etc. A trader or investor must adhere to his or her
trading plan consstently. Without the quality of
consistency of action, success is unobtainable.

A scheme or method of acting, proceeding, etc..
developed in advance. "If you fail to plan, planto
fal,” Any endeavor which does not include adefined
plan will not succeed. No one, particular plan will
ensure success. No one plan will include rules or
guidelines that will respond successfully to every
possible, contingent future activity. But, every plan
must at least provide the guidelines of how to proceed
in al circumstances.

Relatively short-term speculation.

Relatively long-term speculation.

Someone who does not take the above definitions
seriously. A Bozo may or may not have red hair and

bad tastein clothes. There are no Bozoswho are
successful traders or investors.

Knowing the above definitions and their meaning to us as traders and

investors is critical to the success in the business of trading and investing.

Their critical nature requires more comment and eaboration. The follow-
ing discussion describes dements necessary for successful trading and
investing that are far more essentid to success than any trading tech-

niques. On the next page is the real "Holy Grail" of trading and investing.
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Speculation ...is the self-adjustment of society to the probable.
Oliver Wendell Holmes

Probability IsA Key Concept Successful Trader and Investors
Undergand

If there is akey word associated with trading and investing, it must be
probability. All consstently successful investors and traders know that
every trading and investing decision only has a probability of success,
never a certainty. Losses are inevitable and arejust as much a part of a
successful trading plan as profits. If a trader has a successful trading plan,
he or she should have no more emationa response to a loss than to awin.
Each will be inevitable. While it may be difficult to maintain a completely
non-emotional relationship to trading and investing, an understanding
that trading is a business of probabilities will go along way towards
deve oping agable attitude toward the busness.

All successful traders have a defined, written trading plan. The trading
plan can lake many forms. At the very leas, it will provide the minimum
guidelines that must be satisfied before a trade will be consdered. It may
be as complex as a long st of very redtrictive rules that must be satisfied
before a trade is consdered. Each has its strengths and weaknesses.
Neither method, whether guidelines or rules will ensure success, but the
lack of either will ensure failure. There will be much more on developing
atrading plan latter in the book.

A trader who does not consistently abide by hisor her trading plan is
doomed to failure. Why have a plan and not follow it? Each guideline and
rule must be included with reason and purpose. All successful traders and
investors consistently follow their trading plan and know that if they
violate their trading plan it will always be costly in the long run.

The above discussion is as important and maybe more so than learning
any method of technica andyss or trading strategies. Even a trading plan
that included analytical procedures and trading grategies that were 100%
accurate, in other words, would indeed predict the exact outcome of the
current position of the market 100% of the time, would not result in profits
if the trader or investor implementing the plan did not know and act in
accordance with the qualities discussed above,
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Dynamic Ratios and Counts

The foundationa principle of dynamic time and price analysis of the
financiad markets is the proportiond reationship of all market swings to
each other. W. D. Gann was certainly the first to demonstrate and teach
this fact asearly as hisfirst published material inthe early 1900s Up
until Robert Pretcher revived and popularized the work of R. N. Elliott,
most ratio analysis was limited to static divisions for price retracement.
By static, | mean the even divisions such asthirds and fourths. Pretcher's
revival of Elliott's work also madethe trading public aware of the so-
called Fibonacci ratios based on 1,618 which are much more relevant than
static ratios to market activity.

In a series of private seminars taught in the early to late eighties based
on the work of W. D. Gann and even more obscure market analysts from
the first haf of the century, Dr. Jerald Bauming taught about many of the
other dynamic ratios based on dynamic geometry processes that are also
found in the financia markets. Many of these ratios are based on square
roots and geometric diagonals. While these other number and ratio series
can be an important addition to the tools of the analyst, they are more
applicabletoadvancedstudy.

| have only included the Fibonacci ratios and counts plusjust afew
others with this work because they are by far the most prevalent intime
and price studies. Moreimportantly, they are dl that are necessary to
make consistently accurate analysis and projections. Once these methods
become second-nature, the student may want to expand hisor her
knowledge of market geometry and ratio through more advanced study.

Fibonacci Ratios and Counts

Asfar aswe know, R. N. Elliott was the First to apply what have become
known as the Fibonacci ratios and numher counts to the financial markets.
It isadis-service to the ancient philosophers, particularly Pythagoras, to
call them Fibonacci ratios. The proper namefor the root ratio, 13618, is the
Golden Mean or Divine Proportion. This proportion was part of the funda-
mental Leaching of the great Greek philosopher, Pythagoras, many
centuries before the Italian Fibonacci came on the scene.

Many books on technical anaysis, particularly those on Elliott Wave
analysis, have described how the Fib ratios and counts are derived and
found thoughout the natural world and have been used in al of the greatest
art and architecture thoughout history. I’m not even going to touch on the
subject here because the background is not directly relevant to practica
application. All that we need to know are which ratios and counts are
important and how to apply them to technica analysis. So, | will just fist
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the ratios and counts that are relevant to our work, if the student wishesto
delve deeper into the greater significance and history of these ratios and
numbers, the bibliography provides plenty of sources.

Fib Ratias Fib Number Series
,236 3
.382 5
S0* 8
.618 13
(86" 21
1.00* A
1272 55
1.6IB 89
2,000* 144
2618 233
4.236 377
The series continues by Theseriescontinues by
multiplying theprevious adding thetwo most recent
ratioby 1.618. 1.618. numbers to come up with
the next number.

Ratioswith an agterisk (*) are not directly apart of the Fib ratio series
but are related and important for time and price technical analysis work.

Two ratios included above that you may not be familiar with are:

0.786 = sguare root of .618
1272 = sguare root of 1,618

The Dynamic Time and Price Analysis chapters will describe the
specid situations where each of these ratios apply.
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Waves or Swings of Similar Degree

At important market turning points, prior waves of similar degree will
relate in time and price proportion at the turning point. Similar degree
waves are those waves that are to some extent similar in time and price
within the context of the trend. For instance, intermediate term waves
are generally 30-90 days in time and 5%-10% change in price for most
markets. If you were to look at aweekly chart, intermediate degree
waves would be the obvious swingsin the market.

Daily charts reved the lesser degree or minor degree waves that
unfold within the intermediate degree waves. In other words, the inter-
mediate degree waves arc sub-divided into the minor degree waves.

The time, price and pattern projections of the lesser degree waves should
coincide with and confirm those of the larger degree.

Many of the examples throughout the book will demonstrate how the
smaller degree wave projections will fine tune the time, price and pattern
analysis of the larger degree projections. This aspect of the analysis should
be very familiar to Elliott Wave traders who look at ever smaller degrees
of wave counts to understand the position of the market.

The terms wave and swing will be used interchangeably throughout
thisbook,
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T-Bond: 10% or Greater Swings

The chart bdow is adaily close-only chart from the July 1984 low with a
100+ swing file overlaid. In other words, each swing made a price change
of at least 10% before it wasincluded. Asyou can see, the 10% or greater
swings represented major trends and counter-trends in this period.
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The major degree swingsin any particular market may not necessarily
be represented by 10% or greater price swings. A greater or lesser percent-
age change may be more suitable for other markets. The above chart and
the one on the following page are included to illustrate how dynamic
traders view different degrees of change in each market.

The following page shows a5% or greater swing chart for the same

period,
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T-Bonds 5% or Greater Swings

The chart below is for the same period as the chart on the previous page.
This chartincludesthe 10% or greater swings shown on the previous chart
as well as thelesser degree 5% or greater swings. Thedaily bars are not
shown to avoid overcrowding the chart.

T-Bonde: Both 5% snd 10% or graater swing fles,
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Dynamic Trading analysis often referencesthe position of one degree
of market activity within the context of the larger and smaller degrees.
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Pattern and Practical Elliott Wave Analysis

Practically all developments which resultfrom our social-
economic processes follow a law that causes them to repeal
themselves in similar and constantly recurring series of
waves or impulses ofdefinite number and pattern.
R. N. Elliott

In the Pattern and Practical Elliott Wave Analysis
chaptier you

¢ |Leanm practical pattern and Elliott Wave analysisin
order to identify specific set-ups that have ahigh
probability outcome as well as the specific market
activity that will invalidatetheanticipated outcome.

¥ |Leann tihe rel ationship between paitern and trend
position.

¥ |Leanm how to use pattern to vaidate or invaidate the
working assumption of the position of the market.

o Learn how to use pattern to help determine the
maximum stop-loss level.

* Learn which patterns are the most consistently reliable
across awide range of markets to identify the position
of the market.

* Learn the strengths and weaknesses of Elliott wave
analysis,

* Learn practical strategiestoimplement Elliott wave
analysis into the trading plan.




Pattern and Practicd Elliott Wave Andyss

This Chapter Teaches Practical Elliott Wave Analysis

Two of the important benefits of practical Elliott Wave analysis isto be
able to quickly determine if the market position istrend or counter-trend
and the pattern position that signals [he termination of each of these trend
positions.
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Gold terminated astrong, bull rally Aug. 2, 1993. Elliott wave analysis
signaled days in advance that the bull move was nearing completion. Is
this an after-the-fact example? Absolutely not. The author's Dynamic
Trader Analysis Report identified gold's position well in advance. This
chapter will teach you how to quickly identify the position of any market
most of the time by practica Elliott wave analysis. | say "most of the
time" because you will also learn when the Elliott wave pattern position
is not providing adequate information for atrading decision.

How valuableisit to youto be ableto identify if the current position
of amarket isatrend or counter-trend? Thisis critical information that
will help determine what trading strategies to implement.
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Dynamic Traders Make Their Own Decisons

Do you remember the sharp decline made by the S&P in July 1996? Do
you remember how many well publicized market "gurus' and anaysis
clamed this wasjust the beginning of the "long over-due’ bear market?
Practical Elliott wave anaysts understood the July decline was the
completion of acorrection (probably wave-four) which should be imme-
diately followed by the continuation of the bull trend to new highs.

Dvnamic Traders who applied praciical
Ellintr wave analysis understoed the shamp 50000
decline in July 1996 was a comection |

sttt which would be followed by a resumption -450.0]
0 2 Of the bull end to new highs.
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How did it turn out? Up to the time this section of the book was
prepared, the S& P has advanced over 30% from the July 1996 low leaving
many of the gurus and overpaid analysts with egg on their faces and big
drawdowns intheir customer's accounts. Do you see how an under-
standing of the trend and counter-trend position of a market will provide
you with toe perspective to make high probability trade and investment
decisions?

Dynamic Traders were prepared for the continuation of the bull trend
in July 1996. By mastering the simple rules and guidelines of practica
Elliott wave analysis and trading strategies, you will understand the
position of amarket and not have to rely on the often grossly inaccurate
analysis of the media gurus.

It is necessary to first gain a background of pattern analysis of market
position. Much of the high probability time and price anadysis will be
contingent on an understanding of the pattern position of the market.
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Your firgt time though this pattern chapter, it may seem more
complicated than it really is. Don't skip this chapter, but also, don't get
hung up on memorizing every detail. By the time you are through with
this chapter, you will have afirm grasp of the practical principles of Elliott
wave analysis. The subsequent chapters on Dynamic Price and Time
Analysis and Putting It All Together will reinforce what you have learned
in this chapter.

The summary of Elliott'swave principle in this chapter does not
attempt to explain the rational e of Elliott's theory or how it is a reflection
of sodd or mass psychology. That explanation isavailable in other publi-
cations about Elliott Wave,

Mod traders are already familiar with the basics of Elliott wave
analysis. Even if you are, do not skip this section. It is important to
understand the perspective, terminology and notation used in the book
so there will not be confusion later on.

Thereis no practical trading valuein knowing al of the complex
corrective variations. The purpose of thistraining is not to become aca-
demic experts of market analysis but recognize and apply analysis and
trading strategiesthat have practical valuefor making trading decisions.
WEe'll let the academics and non-trading analysts argue over the proper
interpretation of market structure, whilewe will concentrate on what
helps us to make trading and investing profits.

The focus of our use of wave analysis will be the same asitis with
any other analysis method. What practical information is the market
providing us that helps put the probabilities in our favor for successful
trades and investments? The chart pattern provides us with an important
piece of information regarding a market, which is, What is the most likely
current position of the market relative to the trend, and what market
activity will confirm or invalidate the assumedposition?

If we know the most likely current position of a market relative to the
trend, we know what the most likely future position will be. Note that |
have said, most likely. Always keep in mind that we are dealing with
probabilities. We can never know with certainly what is the current pos-
tion and what will be the future position. The objective of pattern analysis,
just as with time and price analysis, is to put the probabilities on our side.

R. N. Elliott has provided traders and investors with the most objective
methodology of determining the position of a market by what has become
known as the Elliott Wave Principle. This pattern chapter will only
consder Elliott's Wave Principle as it is the moat objective description
of the position of a market related to pattern. However, contrary to the
opinion of some Elliott wave proponents. Elliott's Wave Principle will not
always provide aconfident description of the market position. However,
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the Elliott Wave Principle will amost always provide a description of the
market position that will tell us with confidence if the market is in trend
or counter -trend and the degree of the trend or counter-trend This
information alone is invauable to the trader or investor.

First we will look at a summary of the Elliott wave principle, men we
will look at it's strengths and weakness followed by how we can put it to
practical trading application.

Essentially, Elliott's Wave Principle is a catalogue of defined chart
patterns. When recognized by the analyst, these patterns should not only
indicate what the current postion of the market is relative to trend or
counter-trend, but imply what the most probable direction of the market
should be if the analyst has correctly identified the current pattern. In other
words, each pattern has implications regarding the position of the market
and the most likely outcome of the current position.

Elliott Wave Basks

The bags of Elliott's Wave Principle is that mogt trends unfold
i effiee waaressim e diirectiiam of tihe trend and three waves in
the direction counter to the main trend. lit's that ssimple,
Markets usually unfold in three's and five's. Five wave
patterns are impulsive structures. Three wave patterns ore
corrective structures.

There are certain rules and guidelines that help to identify the wave
structure. If the activity of all markets could be easly identified at dl
times with one of Elliott's wave patterns, trading would be asmple
exercise of entering and exiting a market at the completion of the pattern
thai would signal a trend reversal. Needless to say, it does not work out
this easily for two obvious and important reasons:

1. Markets only exhibit a useful Elliott wave pattern about 50% of the
time. Traders or investors who try to apply an Elliott wave count to
each market at all times and under all conditions are usually forcing a
wave count just for the sake of exhibiting awave count. When thisis
the case, the Elliott wave pattern information is not only useless, but
misleading and can prove very costly. Market analysts who limit their
entiretechnical approachto Elliott wave analysis are notoriousfor
doing this. They try to prove something that does not exist. Practica
traders and investors recognize when Elliott wave analysisis appli-
cableto amarket condition and when itis not.

2. Attitles, particularly with complex, corrective patterns, there is
smply little clue as to the position of the market within the context
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ofthe pattern ofthe larger degree trend. All indications may be that a
market is in acorrection, but once the market gets beyond asmple
ABC correction there usually is not aconfident, pecific pattern
interpretation. When this is the case, the analyst should not try to force
acomplex count just for the sake of trying to identify something that is
not reliably identifiable.

Don't Become A Trading Junkie

If amarket is not providing theinformation necessary to make
a confident decision that provides an acceptable leve of capital
exposure, that market must simply be ignoredfor the time
being. There will be opportunitieswithin the context of the
trading plan at another time or in another market.

If we are ableto identify a confident Elliott wave count of the market
position, that particular count will aso provide us with the market activity
that will invalidate the wave count. Thisisextremely critical. Jn effect we
are talking about & pattern stop-loss. There will be more about this aswe
look at each individua pattern.

Now, let's begin our study of Elliott's wave patterns by studying
the general characteristics of impulse and correctivewaves, therulesand
guidelines associated with Elliotts Wave Principle and how the most
reliable wave patterns provide us with specific pricetargetsfor the con-
firmation and termination of trend,

Wave Labding and Notation Conventions Usad In This Book

Each wave may be sub-divided into another wave patten] of lesser degree.
Each wave is aso apart of alarger degree wave. Generally, we will only
be looking at three degrees of trend: minor, intermediate and major. While
R. N. Elliott described many degrees of wavesfrom the super-cycle wave
that lasted decades to sub-minuette waves that may only last minutes,
these extremewaves are of little practical valuetotraders. It frequently
takesalot of imagination and athree martini lunch to come up withwave
counts on very long-term charts or very short-term intraday charts. If you
can clearly identify two or three degrees of wave structure, you will have
thecritical Information needed to make atrading decision.

The chartson thefollowing page show how waves may be labded by
three degrees. major, intermediate and minor. The intermediate degree
waves are sub-divisions of the maj or degree waves whilethe minor degree
waves are hub-divisions of |he intermediate degree waves.
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Three Degress of Wave Sub-Divisions

Major Degree Waves
1

(2)

I nter mediate Degree Waves

Sub-divisions of major degree waves. 3

Minor Degree Waves
Sub-divisionsof intermediatedegr ee waves
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Three Degrees Of Wave

The swing chart below shows three degrees of waves labeled. Only the
last wave of the series shows al the notations for al degrees.

5:u(1)

¢:2:{1)

The entire sequence shown above is awave one and two of major
degree (waves (1) and (2)}. A smaler degree sequence will always
complete a the end of alarger degree wave. When notating more than
one wave together, begin with the smallest wave and work up to the
largest For example, 5:3:(1) is the end of minor degree wave 5 of
intermediate degree wave 3 of major degree wave (1).

Magjor degree waves usuadly last from several months to severd years
and are obvious on amonthly or weekly chart. Intermediate degree waves
usually last from severd weeks to severa months and are obvious on a
longer term daily or weekly than. Minor waves usualy last from afew
days to atew weeks and are reveded on adaily chart. There is no defined
time period for each of these degrees of waves. A grain market may have
amajor degree bull and bear market every three to five years because of
panic westher cycles while a financial market's major cycle may last
much longer as the recent major-degree, stock bull-market which has
lasted well over a decade demonstrates.

My terminology and labeling conventions may be abit different from
Elliott's and what other Elliott wave analysts use today. Don't be hung up
on labels and terms. Leave that for the academics to argue over. My objec-
tive is to keep things smple so we will be able to easly note what is the
wave structure of the market. The mog important factor to keep in mind is
that you should be concerned with one degree of wave larger and one
degree of wave smdler than the degree you intend to trade.
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Ideally, the market structure will dearly reveal three degrees. This is
not always the case. Do not try toforce an Elliott Wave count on a market
when none clearly existsl Academics and advisors do this dl of the time
and usually end up tripping over their multitude of "aternate” counts. Itis
just as important to recognize and admit to what is not clearly reveded as
to recognize what is obvious. True knowledgeis recognizing how littleit
is you know. The wise person does not worry about their ignorance.

The wave structure illustrations on the following pages are idealized
swing charts. The first objective is to become thoroughly familiar with
the rules and guidelines for wave structure before applying them to actual
price charts. This is best taught with the idedlized swing charts- Latter
examples will use actua price charts.

Some of the illustrations in the time and price chapters will assume
you have aworking knowledge of wave structure and the label notations
used in this chapter. Don't skip the rest of this chapter even if you are
dready familiar with Elliott Wave andyss.
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A Summary Of The Elliott Wave Principle

Impulse Waves - General Description

1. Impulsewaves unfold in apattern of fivewaves. A five wave patternis
aways apare of alarger degree trend,

2. Waves 1, 3 and 5 within afive wave pattern arc themselvesimpulse
waves of lesser degree and should each sub-divided into afivewave
pattern.

3, Once afivewave pattern completes, the entire sequence should be
corrected by a pattern of either three waves (ABC) or one of a series
of three and five waves known as "complex corrections.”

4, Corrective waves within afive wave sequence are wavestwo and four.

5. One of the impulsive waveswill usually extend or be noticeably longer
in price than the other two impulse waves. In thefinancial markets, the
extended waveis usualy wavethree. In the commodity markets, the
extended wave is often wave five.

6. Thetwo non-extended waves arefrequently closeto equality of price
range.

Sub-divisons of Impulse Waves
Each impulse wave of the five-wave sequence (waves 1, 3 and 5) should
itself be subdivided into afive-wave sequence.

5
3
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Elliott Wave "Rdes' For An Impulse Sequence

There arejust three rales that are conddered inviolate according to
today'straditional, Elliott wave anaysts. However, Elliott never listed
these asinviolate rules. When describing these situations in his earlier
works, Elliott used the terms "should" and "rardly”, not "never”. In order
to avoid the criticism that Elliott's pattern analysis was not compl etely
objective, | suspect these rules were developed asinviolate long after
Elliott had completed his own life-cycle fifth wave,

| will describe these rules here, asthey are agood guide to keep the
analyst objective as to the postion of the market relative to Elliott Wave
analysis- Later in this section, | will illustrate how markets apparently
have not read Elliott's works and seem to ignore the ruleswith some
regularity,

Elliott Wave " Rules’
1. Wave 2 cannot retrace past the beginning of wave 1.

2. Wave 3 cannot be the shortest of the threeimpulse waves (1, 3 and 5)
in the five wave sequence.

3. Wave4 cannot overlap or tradeinto the territory of wave 1.

If any of these rules are viol ated, the wave structure as labeled is incor-
rect and must be re-evaluated.

Impulse Wave"Rules'
Waves 1. 3 and 5 arethemsel vesimpul se waves of onelesser degree.
Waves 2 and 4 are corrective waves.

Wave 3 cannot be the
shortest impulse wave in 8
five wave sequence.

1 4

Wave 4 cannol overlap Wave |

p
Wave 2 cannot excesd the beginning of Wave |
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TheRulesand Guiddineslllustrated

The following illustrations assume that the pivot marked O is a change
of trend from where afive-wave, impulse sequence should begin. Asa
market unfolds, it will either validate that assumption or provide us with
potential dternate countsif that assumption isinvalidated.

Wave Two cannot exceed the beginning of Wave One.

If the market exceeds the beginning of wave one, the count must be recon-
sdered. Bdow, the initid five wave advance from O cannot be a wave one
of larger degree because the market has declined below the beginning of
wave one. Possibly, thefivewave advance isawave A of anirregular
ABC correction. Waves A and C are often fivewave structures aswe

will ssewhen we discuss corrective waves. Or, 0 is not the compl etion of
afive wave sequence as we originaly suspected.

If amarket trades below what was assumed to be the beginning of
wave one, we must change our opinion of the pogtion of the market and
can no longer assume anew five-wave trend sequence had begun.
Depending on the preceding wave structure, that opinion may now be
very bearish.

Wave 2 cannot exceed the beginning of Wave 1.
This five-wave sequence cannot be a wave (1) of larger degree as it has declined

below the beginning of wave-1. It may be an A wave or even the termination of a
complex correction.

1)?
5
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Wave Three cannat be the shortegt of the three Impulse waves 1,3 or 5.

If what we have consdered to be a wave three is less than the length of
wave one and wave fivethen exceeds the length of wave three, the five
wave impulse count is invalidated. Wave three cannot be the shortest of
waves 1, 3 or 5. If this occurs, more than likely the proper count would
indicate that wave three isto be extended and the original labe of waves
3-5 are the sub-waves of awave three of larger degree as shown below.

Wave 3 cannot be the shortest of the three impulse waves 1,3, or 5.

Incorrect Count: Wave 3 may not
be the shortest impulse wave.

2.3

Possible Count
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Wave Four cannat trade within the price range of Wave One.

If we have labeled a 1-2-3 count and subsequently the market declines
from the end of wave 3 into the price range of wave 1, the count must be
reconsdered. Either the original wave three and four are waves one and
two of wave three of larger degree or the market is in a corrective phase
and waves 1-3 areredly ABC of acorrective pattern.

Wave 4 cannot trade into the price range of wave 1,
3 L3ord
Incorrect Count Poszible Count

1 lorA

iY

T3dor!

2 2orB
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The smaller degree patterns confirm the postion of thelarger degree.

As amarket unfolds, it will continualy confirm or invalidate the sus-
pected count. The assumption beow is that the market has made a five
wave advance which is wave one of larger degree. From the wave one
high, the market declines in a five wave structure. The five wave decline
should not be acompleted correction as corrections are usually three wave
structures. The five wave decline could be awave A of an ABC correction
or the high labeled wave one may have actudly completed a larger degree
correction and the decline is acontinuation of the main bear trend.

The position of the market preceding what is illustrated below will
help to determine the alternate pattern positions. For now, all we want to
be adle to do isrecognize the immediate position of the market.

Wave 5? should not be acompleted corrective Wave (2).
Corrective waves should not be live-wave sequences.
Thisis possibly a wave A, the first wave of a corrective series.

1)
AN

S7shouldnothed 1 4
completed cormection. '
\ 5 Iris probatrly the

complelion of Wave-A,

Trading is applying the knowledge of the greater probabilities of
market position derived from the andytica procedures. In the above
case, there is one important piece of information: more than likely, what
was labeled as Wave (2) is not aWave (2). Knowing what a market
probably is not con be as valuable as knowing what it probably is.
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Fifth-Wave-Failures

The expectation for impulsive waves is that each of the internal impulsive
waves of a five wave sequence (waves 1, 3 and 5) will exceed the extreme
of the prior impulsive wave. In other words, in & bull trend the wave three
high will be higher than the wave one high and the wave five high will be
higher than the wave three high. Occasondly, thiswill not occur inthe
fifth wave, and the fifth wave will terminate short of the extreme of the
third wave. Thisis cdled a fifth-wave-failure.

The fifth wave is an impulse wave and should be sub-divided into five
waves of lesser degree. Rather than try to guessif a fifth-wave-failure will
unfold, it is better to monitor the internal structure and price objective of
the fifth wave itself to determine if it is probable to fail.

Fifth-Wave-Failure
Wave 5 does not exceed the extreme of wave 3,

3

Barly signal of a potential
fifth-wave-Tzilure is if W.3
subdivides itto five waves
prioT o reachiog the cxreme
of W.3.

Anearly warning that afifth-wave-failuremay unfoldisthe nature
of thewave four. An unusually deep wave four which retraces more than
50% of the price range of waves 1-3 or gpproaches the extreme of wave

one will often result in a fifth-wave-failure.

Important trading implication of a fifth-wave-fallure

A fifth-wave-failure has very bearish implications regarding the subse-
guent correction. The collection will probably be relatively deeper than
is typicdly anticipated following acompleted wave five.
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Fifth-Wave-Diagonal-Triangles

A fifth-wave-diagonal-triangle is an exception to therules. The
importance of recognizing a fifth-wave-diagonal-triangle is the
trading implication following the completion of the triangle.

A diagona triangle may occur asthe fifth wave of afive wave
seguence. The impulsive waves 1, 3 and 5 of the larger degree wave
five may divideinto "threes' instead of "fives" which of course can
cause confusion regarding the count and position of the market if this
should occur.

Wave 4:5 may tradeinto the range of W.I:5. This is the only exception
to the non-overlap rule of wavesfour and one accepted by Traditional
Elliott wave andysis.

Fifth-wave-diagonal-triangles are infrequent and usually only occur at
market peaks, not market bottoms.

Fifth-Wave-Diagonal-Triangle

Waves 1, 3 and 5 of the larger degree wave 5 are each three-wave
sequences, not the typical impulsivefive-wave sequences,

Wave four may trade into the price range of wave one.

Since fifth-wave-diagonal -triangles viol ate the Elliott wave "rules’ for
an impulsive wave structure, they will usually not he evident until they are
either near completion or after they have completed and the counter-trend
is underway.

An extended complex correction often has about the same form and
structure as a fifth-wave-diagonal-triangle. While you may consider the
possibility that amarket isin afifth-wave-diagonal-triangle, always view
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the position of the market as if It is in acomplex correction and will even-
tually resume the trend until proven otherwise. It can be very hazardous
to your trading and investing profitsto try to identify a fifth-wave-
diagona in advance, as many Elliott wave stock market analysts and
traders who had been calling the top of the U.S. stock market throughout
the 1993-19%4 period found out.

Important trading implication of a fifth-wave-diagonal-triangle

If fifth-wave-diagonal-triangles are so difficult to identity as they are
forming and are usually only evident after They have completed, why is it
important to be aware of this market structure? The ramifications ofafifth
wave diagonal triangle isthat the market should have an unusually strong
correctionfollowing the completion of the diagonal fifth wave.

If amarket signals that the structure is probably not acomplex correc-
tion but acompleted diagond fifth wave, the trader or investor will be
prepared for adeegp and prolonged correction against the prior trend. A
sure sign that the market structure has completed a fifth-wave-diagonal is
if the market exceeds what could be labeled as the wave two of five
extreme. At this point, the trader should have no more illusions that the
market isin a prolonged complex-correction but should recognizethat a
larger degree impulse trend has completed.
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Implications Of The Rules and Guiddines
For A Five Wave Impulse Sequence

It must be kept in mind that the most important objective of Elliott-wave,
pattern analysisis to understand the position of the market relative to the
trend.

1

3.

If we believe that the last swing high or low began on impulsive, five-
wave trend sequence, the market cannot trade below (above) what we
believe is the beginning of wave one. If this should occur, the wave
count is incorrect, as awave two may not exceed the beginning of
wave one.

Trading Implication

A protective stop loss should never be placed more than one tick
beyond what we consider the beginning of wave one.

If we believe that amarket isinthe initial stages of afive wave
sequence and has completed waves one and two and has begun wave
three, we can anticipate that wavethree will be longer in price range
than wave one. Of the three impulse waves in afive wave sequence
(waves 1, 3 and 5), wave threeis most often the "extended” wave. This
isparticularly true of the sock and financiad markets. In commodity
markets, wave five is as likdly to be extended due to panic, weather
condition blow-offs. Wave one israrely the extended wave.

The fact that wave three isusudly the extended wave dlows us to
make a minimum price objective for a wave three within afive wave
sequence. Wave three will usually be greater in price than wave one.
A 100% Alternate Price Projection (APP) withbe the minimum
expectation of wave three. Once a market exceeds the 100% APP, we

have astrong indication that a five wave sequence is underway. This
isalso caled atrend confirmation.

Trading Implication

We should not be too quick to bring aprotective stop loss close to the
market prior to price reaching what we consider the minimum projec-
tion which is where wave three would equal wave one. The protective
stop loss should be adjusted closer to the market once the price range of
the suspected wave three exceeds the price range of wave one.

If we believe that a market has completed wave three of afive wave
sequence, yet wave threeislessin price than wave one, wave five
must be lessin price range than wave three which is the shorter wave
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of waves one and three. Wave three cannot be The shortest of the three
impulse waves in afive wave sequence. In this situation, we have a
definite maximum price objective for wave five which is 100% of

the price range of wave three, the shortest impulse wave to date.

We may consder wave three is complete even if its price range is
less than the price range of wave one, if wave three has completed a
five wave advance. This is the only situation where we can consider
wave five has a maximum price objective.

Trading I mplication

The protective stop loss of wave five should be moved very dose to
the market if the price approaches the maximum objective for this
wave structure.

If we believe that a wave three has completed and the wave four is
underway and the market trades into the price range of wave one, the
market has invalidated our count of the waves three andfour as a
wavefour may not trade into the price range ofwave one. The wave
count must be re-consdered.

Trading Implication

The maximum protective stop loss on atrend trade is the wave one
extreme. However, in roost cases the stop loss would be closer to the
market. In the case of a bull market, the maximum protective stop loss
is one tick below the wave one high once the wave three high is identi-
fied and the wave four decline is underway.

The smaller degree pattern will confirm the position of the larger
degree. Waves 1, 3 and 5 should each be constructed of five wave
patterns of lesser degree. If the market violates any of the rules of
impulse pattern within the lesser degree, it indicates that the larger
degreeis not a five-wave impulse sequence as anticipated. Smaller
degree patterns are not always evident on adaily chart.

Trading Implication

If the smaller degree patterns are evident, they are used to advantage
by enabling the trader or investor to enter positions with closer initial
protective stop losses, adjusting protective stop losses closer to the
market and providing narrower time and price targets for trend
confirmation and trend termination.
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Wave Comparison Notation

Throughout the time and price sections of the book, you will learn how
to project the time and price ranges of prior waves forward in order to
determine a what price and time a market should reverse trend. When
comparing one wave to another asimple notation system is used to
quickly recognize what is being compared. Bdow are some examples.

Five-wave impulse advance followed by an ARC correction.

5

The illustration above shows a five wave advance followed by an ABC
correction. It has not been sub-divided into minor degree waves. Earlier in
this chapter, the wave-labeling and notation conventions used to identify
waves was described. This section will describe the notations used to
compare waves when making time and price projections.

Wave Ranges

Price ranges are measured by the vertica axis. Time ranges are measured
by the horizonta axis.

A waveisindicated by aW.
W.1 aboveis the distancefromOto 1

W.1-3 (waves 1 through 3) isthe distance from the beginning of wave 1
(Iabded 0) to the end of wave 3 (labded 3), W.1-3 does not mean the
distance from point 1 to 3, but the net range traveled of waves 1 though 3.
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W.3-5 (waves 3 through 5) isthe distance from point 2 to point 5 or the
distance covered from the beginning of wave 3 (end of wave 2} through
the end of wave 5.

Wave 5 isoftenrelated to both wave 1 and waves 1-3 by either equality
or one of the Fibonacci ratios. If we have identified the end of wave 4
(beginning of wave 5), we can project potential time and price targets for
waveb,

Examples Of Price Wave Comparison Notation

642.00: W.5=61.8% W.1. At 642.00, the price range of wave 5 equals
61.8% of the price range of wave 1.

643.20: W.5 = 100% W.1. At 643.20, the price range of wave 5 equals
100% of the price range of wave 1.

644.10: W.5 = 61.8% W.I-3. At 644.10, the price range of wave 5 equals
61-8% of the price range of waves 1 through 3.

622.10: W.2 = 50% Ret. W. 1. At 622.10, wave 2 is a 50% retracement of
the price range of wave 1.

63350 W.3 = 100% Exp. W. 1. At 63350, theextreme of wave 3isat a
100% expansion of the price range of wave 1.

Price retracements. aternate projections, and expansions are described
in detail in the Dynamic Price Analysis chapter. These same wave com-
parison notations are used for time projections and are described in the
Dynamic TimeAnalysis chapter.

Each wave and its sub-divisons tend to have definite characteristics
that help to identify the wave and it's position within the larger trend. The
following sections describe the main characteristics and price relationships
of each wave type, impulsive and corrective, and their sub-waves. The
price chapter will provide the detail of how to make the price projections.
For now, wejust want to be aware of the wave characteristicsthat are
reasonably consistent.
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ImpulsveWaves 1, 3and 5
Their Main Characterigics and Price Ratio Projections

Asamarket progresses, completing more and more waves, there are addi-
tional waves to make comparisons with and projections from. The earnest
Stages of atrend provide the least information to make price projections.
The later stages provide the most information. The ultimate objective of
making price projections for afive wave ssquence is to project the end of
wave five which is the end of the entire sequence which should then be
followed by a correction greater in tune and price than the prior corrective
waves two or four within the sequence.

The following discussion of wave characteristics and price objectives
of the variousimpulse waves within afive wave ssquence assumesthat we
have identified achangein trend that we believe is the beginning of a five
wave sequence. As amarket progresses, how the market acts, reacts, meets
or exceeds the various projections will help to confirm or invalidate if an
impulse sequenceis actually underway.

The price projections described on the following pages are the internal
rel ationships of the waves within the five wave sequence. We must always
keep in mind that any wave sequence is a part of alarger degree sequence.
The internal price projections of the larger degree waves will be the
external price projections of the amdler degree waves. Thiswill become
more clear with examples.

The price projections described on the following pages are the typical
projections found the most often for each wave described. The most reli-
able price zones to anticipate support or resistance are those that are a
cluster of several projections as described in the Dynamic Price Analysis
chapter. These price projections will frequently provide us with very
reliable minimum and maximum expectations for the price objective of
the current wave structure.

Another very important factor isthat the mos reliable price projec-
tions will be made from more than one degree. For instance, when the
internal, minor waves of a fifth, intermediate degree wave project the same
price zone as the intermediate degree waves preceding the fifth wave, we
have avery reliable price objective. The highest probabilityprice
projections include projections from one larger and one smaller degree.
The smdller degree waves confirm the projections of the next larger
degree waves.
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Impulse Wave One

A. Wave one should sub-divide into afive wave sequence.

B. Waveoneis usualy greater in price and time than the recent corrective
swings of amilar degree.

Wave oneis the initid swing against the prior trend. Wave oneis
rarely the longest impulse wave of thefive wave sequence. Wave one will
frequently be similar in price and timeto the prior corrective wave or
waves, as the conviction of the mgjority of traders has not changed. They
continue to believe the prior trend is still in force and that the wave oneis
another correction within the established trend. The most important indi-
cation that awave one may be forming isif the prior trend appearsto have
completed alarger degree corrective structure and the suspected wave one
sub-divides in a five wave sequence oflesser degree. Corrective waves are
usually three-wave structures such as an ABC, soif the current wave is a
five wave sequence it should nor be acorrective wave but anew impulse
wave.

The chart on the following page shows that therally from O appears to
have unfolded in afive wave structure which signas it may be awave one
of larger degree.

An overbalance of price and/or timeisan initia signal that amarket
has made a reversal of greater degree than prior counter-trends. An
overbaance of price and time iswhen amarket makes acounter-trend
swing that is greater in price and time range than prior counter-trend
swings. If amarket makes afive-wave sequence thai overbadancesin price
and time prior corrections, it is astrong indication that the trend change is
larger in degree than prior counter-trends and the market may bein the
initial stages of anew impulsive sequence.

Because wave oneistheinitial swing in anew impulsive sequence,
thereare few swingsto compare to in order to make price projections.
Idedly, the lesser degree five wave sequence within me larger degree
wave one will be evident, which will dlow price projections from these
minor swings,
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Wave One _ .

5:17

Wave One Summary
A, Wave one should sub-divide into five waves of lesser degree.

B. Wave oneis usudly greater in time and price than prior corrective
waves of amilar degree. The prior corrective wave above is the ABC
sequence. The waves 1-5 sequence is greater in price and time than the

ABC sequence and istherefore probably the sub-divisions of awave
one
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Impulse Wave Three

A, Wavethreeis never the shortest of the three impulse waves (1, 3 or 5).

B. Wave three is usually the extended impulse wave (greater in price range
than either waves one or five),

Wave3versssWave 1.

Since wave one israrely the longest of the three impulse waves (1,3,5)
and wave three isusually the extended impulse wave, we can anticipate
that the minimum price objective for wave three will be 100% of the price
range of wave one (W.3 = 100% W.1).

If the suspected wave three has exceeded the 100% price range of
wave one, asigna has been made that the current wave is probably wave
three of afive wave sequence. If this is the case, the next minimum price
objective will be where W.3 = 162% W.1. The mgority of thetime, wave
three will be between 162% and 262% of wave one. In fact, wave three
will often terminate on or very near these projections. W.3 = 162% W |
orW.3 = 262%W.I.

Wave 3 versss Wave 2.

Wavethreeis frequently related to wave two by 162%, 200% or 262%
(W.3 = 162% W.2, etc.). These are external price retracements and will
be described in detail in the price chapter.

Wave 3 veases the expanson of Wave 1.

The price terminus of wave threeis frequently related to the expansion of
the price range of wave one- Wave one is dso caled the "initial impulse.”
The most important ratios for this projection are: 100%, 162%, 200% and
262% of the range of wave one added to the end of wave one. Price
expansions are described in detail in the price chapter.

Wavethreeisusually thelongest and strongest wave.

Wavethree usudly travels at agreeter rate of change than waves one or
five. In other words, the dope of wave three is usually more steep than
wave one. The rate of change of wave three usually increases once the
extreme of wave oneis exceeded. This isthe point where the larger
numbers of traders or investors become convinced that the trend has
actually changed and begin to enter a bull market en mass or exit abear
market in apanic liquidation. Thisis usually dso the third of the third
wave and usualy has the widest range days and often gap moves.
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Because wave three of three is frequently a powerful move, traders
idedly want to be postioned before wave three is underway. Because al
of the Dynamic Trading analysis techniques of time and price are leading
indicator that are caculated in advance, this is not just a pipe dream but
will frequently be aredlity.

Wave Thiee

53

Wave Three Summary

A. Wave three should sub-divide into afive wave sequence of lesser
degree

B. Wavethree should travd at a greater rate-of-change than either
impulse waves one or five.

C. Therate-of-change of wave three will often increase when wave oneis
exceeded.

D. Wavethree of threeis often avery powerful move with wide-range
and gap days.

E. Thepricerange of wave threewill usually be 162% or greater of (he
price range of wave one.

Key Trading Strategies For Wave Three

If waves one and two of wave three are identified, alow risk/high profit
potential trade is to buy on the breakout from the extreme of wave one of
three. This isadso a strategy often used to add postions if a position was
taken on the wave two correction. If the sub-divisions of wave three arc
not dearly identified, enter on the breakout of the wave one extreme.
Idedlly, the initia trades will be entered on the wave two correction as
described in the correction section.
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| mpulseWaveFive

Wave 5 versss Wave 1.

The two non-extended impulse waves of afive wave sequence are usually
near equality in price range. If wave threeis 1626 Of greater than wave
one, go under the assumption that wave three is the extended wave.

If we assumethat wave threeisextended, wavefivewill frequently be
near equality of price range to wave one (W.5 = 100% W.1). If wave five
does not complete at or near the 100% projection of the wave one price
range, it wilf probably complete near either the 62% or 162% projection
of wave one.

If neither waves one or three are extended, wave five will have a
greater probability of being the extended wave and 162% or more of
either waves one or three.

Wavebve sssWaves.

The relationship of wave five to wave three is not as consistent as it is to
either wave one or waves one-three. If wave three gppears to be extended
(greater than 162 of wave one), wave five will usually be near 38%, 50%
or 62% of wave three. If wave five extends (greater than the range

of waves one or three), it will tend to be near 100% or 162% of waves
one-three.

Wave 5 versss Waves 1-3.

If wave threeis extended, wave five will frequently be either 62% or 38%
of the price range of waves one-three.

Wave 5 versss Wave 4.

Wave five is frequently 127%, 162%, 200% or 262% of the price range of
wave four, W.5 = 162% W .4 isthe most frequent.

Waves 3-5 verses Wave 2.

The net range of waves three through fiveis usually reated to wave two

by a 162%, 262% or 424% retracement of wave two. The end of wave five
rarely exceeds a424% retracement of wave two.

Wave 5 verses the expanson of Wave 1.

The price termination target of wavefive is frequently targeted by an
expansion of wave one. The most important ratios of wave one expansion
related to the end of wave five are 162%, 200%, 262%, 300% and 424%.
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Wave 5 Rate-of-Change.

Wave five usudly has a lesser rate of change than wave three even if new
highs are being made. In other words, the dope of wave five is usually loss
than the dope of wave three.

The psychology of the public, trading and investing advisors and
the mediaisusually at an extremein the fifth wave. In abull market, the
trend must end when there is no more money to invest in the market.
The volume in wave fiveisfrequently less than the volume in wave three,
even if wave five is making a new price extreme. There are no buyers of
consequence left to bid up prices. Just when the market position looks the
most bullish to the mgority, the market peaks. This does not imply that a
market will peak as soon as the bullish psychology is overwhelming, only
that a marker peak will not occur without the bullish psychology being
overwhelming.

Wave 5 should sub-divide into five waves of lessr degree

A wave five should not end until it has subdivided into five waves of
lesser degree. The key to the most accurate price projections to anticipate
trend change is when the waves of one lesser degree project price targets
that are a or near the same price targets as the larger degree projections.
When the price target for wave 5 of 5 coincides with the price target of
wave 5, the odds are high that the coincidenta price target will complete
waveb5.

Key Trading Strategies For Wave Five

Enter against ~the trend direction at or near the completion of wavefive.

One of the lowest risk/highest profit potential trades that pattern
anaysis can dert usto isidentifying the end of wavefive. Wave five
completes atrend structure and should be followed by amove against
thefivewave trend direction that should he greeter in price and time than
any counter-trend swing since the beginning of the five wave structure.

If it appears that wavefiveis nearing completion, stops on current
positions should be brought close to the market with the expectation that
the trend is near completion. Traders should also look to enter positions
against the five wave trend direction on reversal signals. Idedly, the wave
five sub-divisions will be evident and the time, price and pattern projec-
tion zone for the end of wavefive of five will provide anarrow price
objective for trend reversal.
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Corrective Waves

Whilethere is basically just one pattern for impulse waves, afive wave
structure, Elliott described eight different potential patternswithvariations
for correctivewaves. Identification and labeling of corrective wavesis
what has not only brought so much confusion to Elliott wave analysis, but
has driven so many people to deny its practical application. In the spirit
and necessity of keeping market analysis simple, | am not going to include
descriptions of the many "complex" corrections.

Essentially, corrective waves are three wave patterns or various combi-
nations of three wave patterns. The smplest three wave, corrective pattern
is cadled an ABC correction. Even within this smple pattern there are four
variations: zigzag, flat, irregular and running, | am only going to describe
in detail the ABC corrective patterns and ignore dl of the various
complex, corrective patternsfor two important reasons:

1. Once a market has demonstrated that the corrective pattern will not be
an ABC correction, it is aimost impossible to predict what form the
correction will take. All 1abeling of the correction beyond asimple
ABC patternis little more than guesswork. Theform of the complex
correction usually only becomes evident after the correction has
completed.

2. Thereisno practical trading valuein knowing all of the complex
corrective variations. The purpose of this training is not to become
academic experts of market analysis but recognize and apply analysis
and trading strategies that have practical vaue for making trading
decisons. Well let the academics and non-trading analysis argue over
the proper interpretation of market structure while we'll concentrate on
what helps us to make trading and investing profits.
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Corrective Waves
Gengd Characteristics

1
2.

Corrective waves within afive wave structure are waves two and tour.

Corrective patterns unfold following the completion of a five-wave,
impulse structure.

Corrective patterns unfold in at least athree wave, ABC structure,

Three wave, ABC corrections may take [he form of 5-3-5 or 3-3-5,
That is, the A wave may be three or five waves, the B wave should
always be three waves and the C wave should aways be five waves.

Three wave, ABC corrections may take several shgpes including a
zigzag, irregular, flat or running,

Corrective waves may unfold in an atmost unlimited progression of
threes and fives called "complex" corrections which can include a
series of ABCs separated by so-called "X" waves. An X wave may
aso he labeled aDK wave (Don't Know). X waves are frequently
used by Elliott wave anaysts to make a count fit as a corrective series
when therereally isnological pattern other than the knowl edge that
the market is not undergoing afive wave, impul se sequence.

Corrections tend to terminate near the range of the fourth wave of one
lesser degree,

Once acorrection terminates, anew five wave sequence should follow.
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Smple ABC Zigzag Correction (5-3-5)

Smple ABC Zigzag Correction

A. The correction begins following the completion of a five wave impulse
pattern.

B. Wave A may befive or three waves. If wave A isfive waves, the ABC
correction iscdled a5-3-5. If wave A is three waves, the ABC correc-
tioniscdled a 3-3-5.

C. Wave B is acorrection of the larger degree correction. Wave B should
be athree wave structure.

D. Wave C exceeds the extreme of wave A.
E. Wave C should be sub-divided into five waves.
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ABC (3-35) Flat Collection

ABCFlat Correction

A.

O

The correction begins following the completion of a five wave impulse
pattern.

Wave A may be athree or afive.
Wave B tests the extreme of wave five. Wave B is athree wave.

. Wave C tests the extreme of wave A. Wave C is afive wave.
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ABC (3-3-5) Irregular Correction

o s

/

ABC Irregular Correction

A. The corretion begins following the completion of a five wave impulse
pattern.

B. Wave A may be a three or five wave.
C. Wave B exceeds me extreme of wavefive. Wave B is athreewave.
D. Wave C exceeds the extreme of wave A, Wave C is afive wave.
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ABC Running Correction

N

ABC Running Correction

An ABC "running correction" appears to be the continuation of the trend
rather than acorrection to afive wave sequence. For practical purposes, it
isconsdered & correction because it is [he interim pattern between the
completion of a five wave sequence and the beginning of the next five

wave sequence. A running correction implies a strong continuation of the
trend following the end of the correction. Running corrections are made
infrequently.

A. A running correction begins following the completion of a five wave
impulse pattern.

B. Wave A may be athree or afive wave and is relatively shallow.
C. Wave B exceads the extreme of wave 5.
D. Wave C retraces wave B and does not exceed the extreme of wave A.
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Correction or Impulse?

An ABC (5-3-5) zigzag corrective pattern will have the same structure as
Waves 1-3 of afive wave impulse pattern. If the position of the market at
the beginning of the structure isnot clearly evident, only the pattern of the
market asit unfoldswill revea whether acorrection or impulse patternis
underway.

The wave pattern shown bdow could be theinitial stages of a five
wave impulse sequence or an ABC corrective sequence. Which pattern is
more likely to be the case will depend agreat deal on thewave structure
going into the beginning of this pattern.

Correction or Impulse?
It's too early to tell for sure without knowing the larger market position a 2.

The onething we know regarding the aboveillustration within the
context of Elliott waverules isthat afive wave sequence should develop
from the low that is labeled 2 or B. That five wave sequence may be a
wave three or awave C. The position of the market at? will help deter-
mine whether the current activity is acorrection or impulse. Even if the
position of ? is not clear, afive wave sequenceshouldunfoldfromaZ2or B.

If the five wave sequence from 2 or B extends beyond a 100%
Alternate Price Projection (W.C >100% W.A), more than likely it is the
beginning of afive wave sequence. If the five wave sequence from2 or B
completes at less than a 100% Alternate Price Projection (W.C < 100%
W.A), more than likely the pattern starting at ?isan ABC correction and
not waves one-three of a five wave sequence.
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If afive wave sequence completes following 2 or B and the market
then declines below the top of 1 or A, it cannot be waves one-three, asa

wave four cannot trade into the price range of wave one.

Wave Count Incorrect

Wave 4 may not trade into the price range of Wave 1.
This sequence cannot be a 1-2-3.

Itmay bean ABC or 1-2-1:3.

/'\

The wave count shown above assumes the market made awave three
high. Price then declined below the lop of wave one. Why is the wave
count incorrect? Wave four may not trade into the price range of wave
one. Rather than a 1-2-3 sequence as |labeled above, the sequence must
be reconsdered as either an ABC or 1-2-1:3.

Asamarket unfolds, it will continually provide conditions that
confirm or invalidate the assumed wave count position.
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Corrective Patterns
Waves 2 and 4, General Guiddines

Five wave impulse structures are usually more symmetrical in form and
predictable in price objectives than corrective patterns. The analyst must
keep clearly in mind that one or the most important purposes of Elliott
wave, pattern anaysisis to determine ifthe market isin a trend or
counter-trend position and what is the relative degree of that trend or
counter-trend.

1. Once we believe a five wave sequence has completed, we can antici-
pate that at least an ABC correction will follow. In most cases, the C
wave will test or exceed the extreme of the A wave.

2. The correction to afive wave sequence will usually be greater in price

range and time range than the corrections within the preceding five
wave sequence.

3. An A wave can be dther afive or three wave sequence. If an initial
three wave sequence unfolds, the question arises whether that three
wave sequence is the completed ABC correction or just the completion
of the A wave of alarger degree ABC. If the initial ABC sequence is
less in price or time range than both of the waves 2 and 4 of lesser
degree, itis most likely a three-wave, wave A of the correction,

4. Oncethe market makes afive wave sequence against the trend direc-
tion of the correction, we have a strong indicationthatthecorrection
has terminated. B Waves (correction of the correction) should be a
three wave structures.

5. Principle of Alternation: If wave two isan ABC correction, wave four
will probably be a complex correction (any sequence that is not either
a five-wave impulse or ABC). If wave two is a complex correction,
wave four will probably be an ABC correction. Wave two is usualy an
ABC correction.
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A five wave sequence is always part of the larger degree trend.
A three wave ssquence is always part of a counter-trend

A correction always follows a five wave sequence. The correction will

be athree wave, ABC pattern at aminimum. Completed corrections are
usually not afive wave sequence. A five wave sequence may be only one
wave of the larger degree collective trend.

In theillustration below, once we recognize that the market has
declined in aninitia five wave sequence, we know that the correction
should not be over. We know therewill probably be athree part B-wave
advance, followed by another decline to test or exceed the A-wave low.

The five-wave decline should not be acompleted correction.
Completed corrections should not be five-wave structures.
Itmay be an A wave.

A five wave sequence should not be a completed correction. The five
wave decline shown above is probably wave A of a5-3-5 (ABC)
correction.

Trading Implication
The A waveis only theinitial section of the dedine. Following the

correction to wave A which will be labded as wave B, the market
should make another decline to test or exceed the wave A low.
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A correction will usually be greater in price and time than the prior
correctionsof lesser degree.

A five wave sequenceis followed by a correction to the entire sequence.
The correction to the entire sequence should exceed in price and time the
corrective waves two and four within the five wave sequence.

If it appears an ABC correction has developed but it is less in price and
time than the waves two and four of the five wave sequence, more than
likely itis not a complete ABC correction, but probably waves 1-2-3 of
wave A or acompleted three-wave, wave-A, Whichever the case may be,
the most important information is that if isprobably not the completion to
the correction to the previousfive wave sequence.

The Wave-c low isprobably not the completion of an
ABC correction to the five wave advance.
It istoo short in time and price.

The ABC correction shown above is probably not the completion of
the correction to the five wave advance. If what appears to be an ABC
correction is less than the price and time of wavestwo or four, itis
probably not the completion of a correction.

Trading Implication

Don't consider entering againgt a three wave correction unless it has
overbalanced in price and Lime the prior waves two and four.
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Five wave sequences are always in the direction of the larger degree
trend.

If afive wave sequence unfol ds against the direction of the counter-Trend,
itisaninitial indication that the counter-trend has terminated.

In the chart below, the minor fivewave advance from £ signalsthe
correction should be complete and the larger degree bull trend should
continue. If therally from c. was an ongoing part of acomplex correction,
it should only be athree-wave structure.

Five-wave structures are alwaysin the direction of the larger degree
trend.

Trading Implication

The five wave sequence from ¢ suggests that the ABC correction should
be complete and a new impulse sequence of larger degree is probably
beginning. This marker should continue higher without exceeding the
Wave-c low. Prepareto enter on the correction totheinitial, minor five
wave sequence from c.
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Principle of Alternation

Wave four usually adternates corrective patterns with wave two, If

wave two is an ABC correction, wave four will probably be acomplex
correction. If wave two is acomplex correction, wave four will probably
be an ABC correction. Wave two isusually an ABC correction.

Wave 4 b probably not complete at c4,
Since Wave 2 was a smple ABC, Wave 4 will usualy be B "complex"
correction, notasmple ABC

In the chart above, wave two was an ABC correction. Wave four will
probably not be an ABC correction but some form of complex correction.
It isunlikely the abc decline from the wave three high has completed a
wave four correction.

Trading Implication

You usudly do not want to enter at theend of wave C of wave four if
wave two was an ABC correction unless time and price factors strongly
suggest wave four is complete. The odds are high that wave C of four is
not the end of the correction.

3-42




Dynamic Trading - Chapter 3

CorrectiveWaves2 and 4

Main Characterigics and Price Ratio Projection?

In projecting price targets for a correction, we must go under the
assumption that the market has completed a five wave impulse pattern
of one degree or another. Corrections are always against the trend of the
previous five wave structure.

We always go under the assumption that the connection will be a
minimum of an ABC. An ABC correction will not necessarily be a smple,
ABC zigzag, but may be an ABC irregular or flat. The B wave might
exceed the beginning of the A wave (end of wave five) and the C wave
might not exceed the end of the A wave.

Usually, a completed corrective structure that is less than a 38,2%
retracement of the prior five wave sequence indicates a strong market
that should result in a strong impulse wave once the correction is
complete. Replace weak for strong for a beat market.
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Corrective Wave Two

Wave two is the fust correction within a new five-wave pattern. Wave
two has the same characterigtics of a B wave. Both wave-two and wave-B
collections should be followed by a five wave structure in the direction of
the previous trend which will be either awave-C or wave-three.

1. Wave twostend to be "smple' ABC corrections, usualy 5-3-5 zigzags
where the C wave exceeds the extreme of the wave A.

2. Wave two cannot exceed the beginning of wave one.

3. Wavetwo will usualy retrace over 50% of wave one. Therefore, we
would rarely look for a completed wave two pattern or to enter a

market until the sugpected wave two has retraced at least 50% of the
Suspected wave one.

4. Wave two usualy does not exceed a 78.6% retracement of wave one.

5. If wavetwo retraces less than 50% of wave one, wave three will
usually be the extended, impulse wave of the five wave pattern. This

iseven more likely to be the case if wave twois aflat or irregular
pattern.

Wave2isusually asmpleABC zigzag and usually ter minates between
the50% and 78.6% retracement of Wavel. A Wave2 may not exceed
the beginning of Wave 1.

A v/ 0%

TB.B%

Max
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Key Trading Strategies For Wave Two

The ideal objective isto enter at or near the completion of wave two to be
positioned in the early stages of wave three which should be the strongest
and longest impulse wave.

Since aWave-2 usually; retraces at least 50% of Wave-1, don't
consider entering prior to the sugpected Wave-2 reaching the 50%
retracement. Since a Wave-2 usually does not exceed a 78.6%
retracement, don't consdering entering if the market has exceeded a
78.6% retracement. If the market has either failed to reach a 50%
retracement or has exceeded the 78.6% retracement (but not the beginning
of Wave-1), wait to enter the market after the break-away from the Wave-
1 extreme.

If waves A and B are identified, al efforts should be made to identify
the completion of wave C. Idedlly, the sub-waves of C will be able to be
identified to project the end of wave five of C. Entering at or near the
completion of wave two places the trader in the petition to take advantage
of the next trend-wave whether it turns out to be awave-three or awave-

Wave-2 failed to reach the50% retracement.
Enter on the break-away from the Wave-1 extreme.

! /

%
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Corrective Wave Four

Wavefour is often cdled the "profit taking" correction. During wave four,
many of the traders and investors who have been long through dl or most
of the waves onethrough three will take profits. Wave four is often a
prolonged correction, usualy longer in time than the wave two.

1. Wave four should not trade into the price range of wave one. If a
suspected wave four tradesinto the price range of wave one, the
labeling is probably incorrect and the position of the market must be
reconsdered.

2. Principle of Alternation: If wavetwo was asmplecorrection (ABC)
then wave four will usually be acomplex correction- Thisisa

tendency, notarule. Wavefour isfrequently arelatively flat,
"complex" correction.

3. If the wave four correction is one of the many "complex”, flat
corrections (otherwise known as consolidation or trading range),
it usualy does not retrace more than 382% of waves 1-3.

4. Wavefour usually retraces at least 23.6% of wave three but usually

does not retrace more than 50% of wave three. This provides us with
typical minimum and maximum targets for wave four.

5. Thewave four retracement of wave three will dmost awaysbe a
smadller percentage than the wave two retracement of wave one,

6. Wavefour is often near equality in price to wavetwo (W.4 = 100%
W.2). If not, wave four will usually be at or near 62% or 162% of
wave two.
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Wave 4 usudly retraces 23.6%-50% of Wave 3 but should not trade into
the range of Wave 1.
Wave 2 isusualy asmple ABC. Wave 4 is usually a complex correction.

3

_ \ 23.6%
3%
1
Maximum Eetracement of Wa:
Top of Wave |

2

If the suspected wave four tradesinto the range of wave one, the wave
count must be reconsidered. Kegp in mind that the wave count represents
the pogition of the market and the most likely trend direction. If the wave
count must be recongdered, the podtion of themarket isin question. If
the wave four has traded into the price range of wave one, what may have
been consdered anew bull trend and the beginning of afive wave
advance may now be consdered a correction to be followed by a continua-
tion of abear trend.

This isone of the many ways that Elliott wave pattern analysis
provides a "pattern” stop loss to the market position.

If wave two was an ABC correction, the odds are that wave four
will be acomplex correction. Knowing this, tradersand investors should
not be too quick to want to enter long positions on a suspected wave four

Key Trading Strategy For Wave Four

Enter at or near the completion of wave four to position for the wave five
trend sequence.

Because wave four is frequently a complex correction whichis very
difficult to project in advance the ultimate outcome, the wave four pattern
is often of little use to identify the end of wave four. Identifying the end
of wave four is more reliant on time and price projections if wave four is
a complex correction.
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WavesA,Band C

WaveA

1. Wave A isusually afive wave structure, but may be athree wave
structure. Wave A is an impulsive wave asitisin the direction of
the larger degree trend. In thiscase, the larger degree trend is the
corrective trend direction.

2- Wave A is smilar to wave one. Wave A and wave one arethe initial
waves of a sequence, price projections are pretty much limited to
retracements of the prior impulse swing and projections of the minor
internal waves of lesser degree within the A Wave.

Wave B

1. B waves arc counter-trend waves to the larger degree trend which is
adso acounter-trend. I1n other words, aB wave isacorrection tothe
correction. B waves arefrequently threewave, ABCs, but may be any
of the numerous "complex" corrections.

2. Wave B verses Wave A: B waves usually terminate in the 50% - 78.6%
retracement zone of the A wave. However, aB wave will retrace over
100% of the A wave in anirregular ABC correction.

WaveC

C waves should always be five wave structures, C waves may or may not
exceed the end of wave A. If wave B has not exceeded the beginning of
wave A, wave C will normally test or exceed the wave A extreme.

1, Wave C verses WaveA. The price range of Wave C will usually be
either 62%, 100% or 162% of the wave A price range. If the correction
isasimple ABC, zigzag, wave Cisusually 100% of wave A.

2, Wave C verses Wave B: The price range of Wave C will frequently be
162%, 200% or 262% of the wave B price range.

3, Wave C should be afive wave structure:  Use the price projection
targets described for five wave impulse patterns to project the termi-
nation of the fifth wave within the C wave.
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Beyond ABC Corrections

If a market continues beyond an ABC correction, the counter-trend is no
longer as predictable in pattern. It is at this point that the Dynamic Time
and Price projections become important, as the time of the termination of
[he correction will usually be within one of the Dynamic Time Projections
and at one of the Dynamic Price Projections-

Five Wave Corrections

Wait aminute! We'vejust spent acongderable amount of time and space
describing corrections as three wave structures and impul se trends as five
wave structures. What's this about five wave corrections?

A market may unfoldin any possible pattern. The impulse and ABC
corrective patterns that havej ust been described are the most frequent
trend and counter-trend patterns that are usually identifiablein theinitial
stages of the sequence. More importantly, the termination of [he entire
sequence isvery predictable once the sequence isidentified within the
parameters of therules and guidelines. Recdl that these patterns will be
easlly identifiable only about 50% of the time. Other times, trends and
counter-trends may unfoldin any of amultitude of patterns,

Any five wave sequence that does notfollow the rules and guidelines
of an impulse sequence isprobably a correction or part of a correction
with the exception of afifth-wave-diagonal. One example of acorrective,
five-wave sequenceis an ABCDE correction which usually looks like a
contracting triangle correction. There are others.

Once the corrective wave structure has demonstrated it is going to
extend beyond one of the ABC structures, do not take any labeling
scheme too serioudy. Always keep in mind that your objectiveis to
extract the information from the market that will lead to high probability
trading and investing decisons. Never feel you must always be ableto
label a market "correctly.”

| have purposdly not provided any illustrations of the many so-cdled
Elliott-wave, complex-corrections. By illustrating them, it would imply
that they arc legitimate, predictable patternsthat provide reliable analytical
information to the analyst. They do not. There is no lack of other Elliott
wave source material that will describe the myriad examples of complex
corrections in an attempt to convince the anadyst that dl markets may be
labeled with an Elliott wave pattern, al of the time. It is time to dispel this
mis-leading and expensive myth and only concern oursaves with high
probability, relevant information that helpsto formulate reliable trading
and investing decisions.
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Paralld Channds

Pardld channels were suggested by Elliott to help identify where wave
four and five would complete. They have proven over the course of years
and many markets to be very vauable. Consider them as important
confirmations to the time, price and pattern position.

Projecting Wave 4

Draw atrendlinefromthetop of W.I to the top of W.3.

Draw apardld trendline from W.2.

W.4 will oftenterminate at or very near theparallel channel linefromw.2.

Projecting Wave 5

Draw atread line from the bottom of W.2 to the bottom of W .4.

Draw a pardld channd line from thetop of W.3.

W.5 will oftenterminate at or very near the parallel channel line drawn

fromw.3.
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And Now For Ancther Opinion

While Elliott wave andyssisrdatively objective with specific rules and
guidelines, pattern analysis does require the thought, knowledge andjudg-
ment of the trader. Much more so than time and price analysis, Any
analyst who has studied wave patterns on chartsfor alength of time
knows that it ain't over till it's over, | don't care how ided the pattern
looks. Wavefive can extend just when you thought it was al over. That
ided ABC correction cart dl of asudden go haywire and twist and turn for
days, weeks, even months.

When we begin to expect amarket to continually unfold in an ided
Elliott wave pattern is when we have log track of the practical value of
Elliott wave analysis. The purpose of Elliott wave analysis is not to

identify and label every twist and turn in any particular market, all of the
time.

Elliott Wave Andyss Objective

The objective of Elliott wave analysis for traders and investors
Is to identify specific set-ups based on pattern that have ahigh
probability outcome and a specific market activity that will
invalidate the anticipated outcome!

If you demand more of Elliott wave analysis than this, take out your
checkbook and keep it out. Y ou will have avery costly experience!

This chapter has described the market patterns that are the most
congstently reliable in identifying me position of the market and the most
probable outcome from the current position. | have aso described what are
the most consistently reliable price relations between the various waves
that allow usto project the price zones with the greatest probability of
support and resistance and pattern termination.

How often will we be able to place the position of the market within
the context of Elliott wave patterns as has been described here? About
50% of the time!

The major failure of analystswho primarily rely on Elliott waveto
make trading recommendations or forecastsistheir attempt to put all
market activity, in all markets, all of the timewilhin the context of Elliots
wave patterns. When thisis attempted, the wave counts frequently become
an outrageous exercise in hallucinogenic imagination with X waves dl
over the place, waves related to each other that are no way in any
symmetrical relationship within the pattern and, generdly, forced wave
counts that don't relate to the concepts of Elliott's Wave Principle by any
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stretch of the imagination. Successful traders arerarely guilty of these
imaginary, forced counts, as they do not lead to profitable trading
decisons. They only feed the ego of the analyst. Traders and investors
must dedl with thereality of market activity, not dreamsandillusions.

Thetrader who wishestoincorporateElliott wavepattern analysis
into hisor her trading plan must recognize and admit to him or herself
when the mar ket pattern does not fitinto one ofthe relatively smple
impulse or correctivepatterns. When thisisthe case and the timeand
price analysisdoes not provide sufficient information to make atrading
decision, that market must be ignored as atradable market until the
position does becomedear!

Don't Become An Elliott Wave Obsessve

Recdl that at the beginning of this chapter. | stated that one of the most
important objectives of Elliott Wave andyssis to diginguishif [he
market was in atrend or counter-trend position. | dso stated above that a
clearly identifiable Elliott Wave pattern isusually only evident about 50%
of the time in most markets. When amarket is not unfolding in one of the
goecificimpulse or counter-trend patterns described in this chapter, the
rules, guidelines and general characteristics of impulse and counter-trend
patterns will often strongly suggest whether the market isin animpulse or
counter-trend position. That is avaluable piece of information itself.

Do not become obsessive with having to make a specific wave count if
oneisnot obvious. Theroad to trading and investing ruinislittered with
Elliott-Wave-Obsessives who would leave no chart unlabeled. The harder
you have to work to agpply awave count the lesslikely it isto be avalid
count and the more likely you will bdieve it to be atrue whenin fact itis
only an illusion of your label-obsessive mind.

In recent years, software programs have been developed with
extensive and complex algorithms mathematicd rules) that supposedly
provide Elliott wave labels automatically on any data chart. If asoftware
program provides an Elliott wave count on each and every datafile, the
program (and its programmer) assumesthereis avalid and practical Elliott
wave count on every data series, ar any time. The program isforced to
provide awave count, even when none logically exists, A forced wave
countis not only mideading, but will prove very costly to the trader who
foolishly takes action onthisirrelevant information.

Beware of forced wave counts, whether they are made by you, an
Elliott waveanalyst or a software program,
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And Now For the Redl Elliott Wave Story

The beauty and significance of R. N. Elliott's work is chat he recognized
that markets are composed of groups of people that respond as crowd be-
havior in the same way that other socid groups respond to a cycle of
events- There isaprocess that evolves in dmost every cycle of crowd
behavior that runs its course. Thisprocess results in afairly predictable
pattern of behavior of cycles of optimism and pessmism. This process
and pattern of behavior is represented on price charts of financia markets,
asthe price charts are smply reflections of the state of the psychology of
the group participating in the market.

Throughout the course of R. N, Elliott's work developing his Wave
Principle, it is obvious he continually looked to refine and expand upon
the guidelines of his wave principle as applied to the markets. In Elliott's
earlier work, there were no X waves, there were no "rules' and there was
no mention of Fibonacci numbers or ratios!

Elliott developed his theory over less than a ten year period from the
late 1920's to the latter half of the 1930's. It was in 1938 that Elliott's
first monograph, The Wave Principle, was published by Charles Collins
and the following year that Elliott was commissioned to write a series of
articles on the principle for Financial World magazine.

It is these early works of Elliott that | find the most valuable. Here is
found the spirit of the fundamental truths of what Elliott discovered about
pattern and process in the cydic development of the financial markets, un-
encumbered with the need to explain every little twist and turn on the
financia charts. There were no X waves, no complex corrections, just

fives and threes. Occasionally, a fourth wave traded into the territory of
wave one. Occasionaly, athird wave was the shortest impulse wave.
Theform was more important than any rules. The process would not
be denied.

From 1938 - 1946 Elliott published his educational and forecast letters
(RN. Elliott'sMarket Letters, edited by Robert R. Prechter, Jr.). In these
letters it became evident that Elliott felt he must show his theory to be
right under all conditions, at dl times. In these letters we find that he
made his theory fit whatever market activity unfolded. There are some
pretty wild counts in these letters. Here we are introduced to the dreaded
X wave (actualy a#wave) which mysteriousy shows up whenever a
market correction does not comply with athree (ABC) or five (ABCDE),
No correction will be denied its count!

It is dso during this lime that Elliott begins to expound on the
Fbonacci number series, Elliott's knowledge of Fibonacci number and
ratio is elementary at best. While he demonstrated some of the Fib counts
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and ratios relating to some market activity of time and price, this aspect of
market activity was obviously not well thought out or researched by
Elliott. After what can only be consdered a brief study of number, ratio
and geometry, Elliott was amazed and thrilled that he had discovered the
"secrets of the universe” and the great "laws of nature”, al conveniently
available on the shelves of his local bookstore, courtesy of Jay Hambridge,
Samued Coleman, Manly P. Hall and others. (A little irreverence is due dl
great men in order to maintain perspective and avoid idolatry,)

What is the point of this brief history of R. N. Elliott? The practica
application of Elliott's Wave Principle to trading and investing decisions
has its strengths and weaknesses. Elliott did not describe a"law of the
markets' withinviolate rules. With alimited history of dataand within a
fairly short period of time, Elliott recognized an important process that
developed in the cycles of market activity. He recognized that the form of
this process was fairly regular, which dlowed for acertain degree of
predictability of future behavior. He recognized that markets have afairly,
consistent symmetry of ratio based on the Golden Mean (1.618). He sus-
pected (rightfully so) that mis was the same process and same proportions
that are evident in amost dl natural growth processes outside crowd
behavior.

When Elliott died in 1948, the understanding and application of his
principleof form and ratioin thefinancial marketswasredly only inits
infancy. Sincethe time of hisdeath, far more has been written about
Elliott and his Wave Principle than Elliott wrote himself. Market analysts
over theyears have had the opportunity to study thousands of charts of
many more markets than did Elliott. The greet value of his principle has
been demondtrated time and again, aswell as the frequent weaknesses.

Knowledge is never gatic. There is never the final word on anything.
Today, we find that Einstein's Theory of Relativity may not be the
inviolate law it has been accepted to be for most of the century. How can
we say that Elliott's Wave Principle may aso not be as complete and
inviolate as some would like usto think?

In light of the above discussion, here are afew comments and
suggestionsthai will help the analyst, trader and investor to apply Elliott's
Wave Principle in a practical manner.

Elliott Wave " Rules'

There are none, according to Elliott in The Wave Principle monograph.
The three "inviolate" rules of labding wave patterns were developed after
hisdeath in order to make his principle and its application more accept-
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ableto theleft brain junkies who believe life unfoldswith predictable,
mathematical precision.

Why then have | described and illustrated these rules throughout this
chapter? They ate usually not violated in real-time market activity. They
provide an objective guide to understand market position and to make
objective decisons. Implement the rules in your wave counts.

Occasondly, you will be betrayed by the truth of the market which
does not aways follow the rules, but more times than not the "rules* will
keep your view of the market in proper perspective.

Experience will provide the knowledge and intuition when to break
therules. But don't be too quick to do so.

If you are going to violate the three so-cdled "inviolate rules’ of
Elliott wave anadys's, be consistent regarding those violations. For
instance, let's take the rule that awave four of afive wave impulse
sequence may not trade into the price range of wave one. | only consider
that rule violated if the sugpected wave four closes within the closing
extreme of wave one, not trades into the intraday range. | know of other
traders who have thoroughly studied markets and only consder atrade
greater than 10% into the wave one range of many markets as aviolation
of the wave four-wave one overlap rule.

So-cdlled Elliott wave purists, or, as| cal them, traditional Elliott
wave analysts, would say that expanding the parameters of thisraein
either of the above waysis not trading R. N. Elliott's Wave Principle.

I'll let you decide what you want to cdl it. The Elliott wave purists are
mostly academic advisors who do not gpply the principle successfully to
their own trading or investing and have generally been creamed in the
stock market in the last few years calling the top of the market more
frequently than the full moon cycle.

Elliott provided afirm and origina foundation for pattern analysisin
the markets. Don't heditate to expand on Elliott's work when your market
research proves it necessary and profitable.

Trend or Counter Trend?

The most important piece of knowledge atrader can have is aconfident
idea of trend direction- Elliott'swork isvery helpful in thisregard, as
Elliott wave patterns each relate to trend or counter-trend. Trends unfold
in five waves. Counter-trends usually unfold in three waves or a series of
three waves.
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M arket Pogtion

Elliott wave patterns will frequently provide a clear indication of the
position of the market within the trend or counter-trend and what activity
should follow to complete the trend or counter-trend pattern. Having a
confident idea of trend direction, the position of the market within the
trend and the likely activity that should unfold prior to the termination

of the current trend signals to the trader which side of the market to trade,
short or long. There can be no more valuable information.

Alter nate Counts

A very important factor of Elliott wave anadysisis that it usually provides
for an obvious"aternate count” if the market invalidates the "preferred
count” or the first assumption of the position of the market. If a market
does not unfold as anticipated because it violates one of the rules or guide-
lines associated with its current position, the trader may then have a firm
conviction of what the new position of the market is which will alow him
or her to take an dternate trading or investing action.

Do not abuse alternate counts. When amarket does not unfold as
anticipated by the Elliott wave analysis and there is no relidble alternate
count that fits within areliable wave structure, the trader must then admit
that the position of the market is not clear and avoid forcing a count just
for the sake of having acount. There will be many times when amarket
should be avoided because the pattern of the market docs not fit within a
reliable structure.

Cash Stock Indexes veraus Other Markets

Almost all of Elliott's research and analysis was done on the cash stock
indexes, primarily the DJA. The Wave Principle is areflection of mass

or socid psychology. It is best reflected by alarge group of people from a
wide variety of backgrounds with asingle interest. Of dl the financial or
futures markets, thisis best reflected in the stock market, and it is in the
gock market indexes that we find the Wave Principle most applicable on a
consistent bass over the greatest variety of time periods,

Long Tem versus Short Term

Fortunately for traders, the Wave Principle and its catalogue of patterns
are most consgstently evident in short to intermediate term degrees, a few
days to a few months. This is particularly true of commodity markets. If
you have ever seen an attempted wave count of a 20-30 year or longer
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monthly chart of soybeans for instance, you have probably seen agreat
lesson in futility and imagination!

Y e, the individual bull and bear trends that typically last oneto three
yearsin agricultural marketsusually unfold in the basic fives and threes,
trend and counter-trend even in the panic, weather markets. The interme-
diate term trends often unfold in text book Elliott wave pattern and price
projections! Just don't try to explain how the five-wave, two year bull
trend fitsinto the fifty year cycle from an Elliott wave perspective. It
doesn't.

Cash versus Futures

Ideally, dl wave counts should be done on cash prices to avoid the distor-
tionsthai are inevitablein continuous futures prices. Today's price of a
futures contract includes adjustments due to carrying charges, interest
charges, etc. No future's contract price represents today's idea of value
except on expiration day. Cash charts are much less likely to violate the
"rules’ than futurescharts.

Other than individual stock and stock index analysis, most wave
counts are done on futures contract dataincluding long term, continuous
data because this datais much more available from data services than long
term cash data. Ideally, the analyst will double check his or her work on
cash datato seeif the form and pattern are the same as the continuous
futures data.

Closng Price versus Daily Price Range

While most of our work is done using thetime and price of swing
extremes of the daily range of data, daily closing prices should be care-
fully considered for wave counts. Thiswill become evident when the
rules comeinto play. If there is no other evidence related to pattern to
contradict afive wave impulse count other than Wave-4 trade during the
day into the range of Wave-1, check closing prices and only consider the
count to beinvalidated if Wave-4 makes adaily close within the closing
range of Wave-1.

Objective versus Subjective

Because Elliott's Wave Principle and its gpplication is not 100% objective
liketime and price projections, it has been derided by many as useless and
little more than guess-work. Thisis particularly the tack token by system
junkies and system promoterswho live under the illusion that market
activity and a successful business of trading or investing may be reduced
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to amathematica algorithmthat will provide them with keys to profits
with no gtrain on the brain.

Elliott's Wave Principle and its catalogue of patterns and guidelines
provide an objective method to recognize the postion of a market most of
the time; be prepared for the most probable outcome of the current market
position on a congstent basis, and; provide for the specific market activity
that will invalidate the current opinion. The Wave Principle requires
study, thought, knowledge and, yes, even occasondly, judgment- Every
successful businessrequiresthis. If you are under theillusion that you can
succeed in the business of trading or investing without knowledge and the
occasional application of judgment based on that knowledge, you
probably don't remember the 60's! And, probably don't care and should
get ajob and ahaircut.

When the market is not unfolding in aclearly recognizable pattern
within the content of the Elliott Wave Principle, do not force awave count
just for the sake of having awave count. Trading and investing will only
be successful when you recognise that action is only taken when the
market isin apogtion that places the probabilitiesclearly on your sde
Thereis no place for guesswork or ambiguity. Only your own, persona
patience and discipline will provide for success.
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Elliott Wave Chart Examples

The following pages show numerous Elliott wave examples from many
markets. Most arc examples that were shown and described in my
Dynamic Trader AnalysisReport newsdl etter.

Thepurpose hereisto get you So recognize patternsthat providea
high probability opinion of theposition of the market and the mar ket
eventsthat will validate or invalidate the opinion of the market position.

None of these charts show the price relationships described in me text
Price projectionswill be illustrated in the Dynamic Price Analysis chapter.
For now, | just want you to gd used to viewing the market from a pattern
perspective. Many of the charts shown here will also be used to illustrate
time and price projections in the next two chapters so you will begin to
e the value of the holigtic approach to market analysis.

Set-ups that worked and those that didn't work are shown. By
becoming very aware of the pattern position of each market traders
and investors soon learn to make aquick and accurate determination
if amarket is in atrend or counter-trend and the market pattern that
will signal the end of the trend or counter-trend.

If atrader did nothing but learn to recognize the completion of afive-
wave-impulse sequence, think what a profitable benefit that would bel
What are the ramifications? When a five-wave-impulse sequence is
completed, a counter-trend larger in time and price than any since the
beginning of the five-wave sequence should unfold.

If atrader knows that most counter-trends are at leest a smple ABC
and only aminor rive wave counter-trend has unfolded, the trader knows
that the odds are very high that that minor five-wave counter-Trend is
probably only wave A and the entire correction will not be complete until
waves B and C complete. How profitable do you think this simple piece of
information will be?

Focus on thebasics. Learn to recognize the obvious and be wary of the
less than obvious. Always consider what is me specific market activity
that will validate or invalidate the pattern postion. What is the market
activity that should follow the vaidation or invalidation signal ?

Remember that the objective of Dynamic Technicad Analysis is to
identify low-risk/low-capital exposure trading opportunities, not to form
an opinion of the position of every market, all of the time.
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Paralld Channds Often Project The End Of Wave 3 and 5

The paralld channel was constructed by drawing atrendlinefromthe Dec,
3 high (beginning of the bear trend) to thewave 2 high. A paralle linewas
drawnfromthewave | low. The wave 3 low was made on the parallel
supportline.

Pardlel channel targetsfor waves 3 or 5 should only be considered
a confirmative target within the context of the time, price and pattern
anayss. If thetime, price and pattern factors are signaling alow at the

sameareaasthechannel line, theprobabilitiesincreasefor thetrend
change.
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Paralld Channels Of Two Degrees Project The Wave 5 High

The parallel channel is constructed by drawing atrendline from the waves
2 and 4 lows and apardld line from the wave 3 high. In the chart above,
parale channels were constructed for wave 5 and wave 5:5.

The wave 5 and 5:5 top was made at the coincidence of both degrees
of parallel channel resistance,
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It Doen't Always Work But Still Provides Valuable Information

A parallel channd of waves 2-4 from wave 3 was constructed to project a
wave 5 high. The Deutsche mark shot right through the resistance channel
line but soon made the final, wave 5 high.

A market will usually not make an extended trend beyond awave 4
or 5 channel projection. Exceeding the waves 2-4 trendline usually sgnas
the completion of the prior trend.

Congder waves 4 and 5 projection channds as dert signas. They
often providethe targets where waves 4 or 5 terminate. They are usualy
not exceeded for long. Traders and investors should be very dert to the
time, price and pattern pogtion of a market if the channd target is
exceeded, asthe market isprobably "overextended" and nearing the
completion of the whole trend sequence.
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Ideal Five-Wave Advance and ABC Correction

The raly and correction in gold from the March 1993 low through the
Sept. 1993 low isatextbook illustration of afive wave impulseand ABC
correction. 1f would be nice if gold and other markets conformed so nicdly
al of thetime. They don't, but what is important is to recognize the set-
ups when they do.

Note how impulsve waves three and five sub-divided dmost perfectly
into five waves themsdves.

What should we anticipate after the concluson of afivewave advance
followed by an ABC collection? Another five wave advance that should
exceed the Aug. 5, wave 5 high. The next page shows what happened.
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Advance Follows ABC Correction As Anticipated

The gold market had not read R. N. Elliott'swork. Gold did advance from
the ABC, Sept. 13 low as anticipated but not in an impulsive, five wave
advance. The advance was a choppy, labored affair. While it made higher
highs and higher lows, the very definition of abull trend, the pattern
appeared more corrective than impulsive with overlapping waves, difficult
to identify sub-waves, ec.

Whilewe could labdl this advancein any of anumber of ways, for
practical purposes the pattern does not conform to a practicad wave pattern
that provides decison making information to the trader. Do not force a
count when none exits!

Thefailure of an impulsive five wave advanceto develop fromthe
Sept. 1993 low as anticipated, signaled the larger degree trend was
probably not as bullish as anticipated- Thisturned out to be the case as
gold did not exceed the Aug. 1993 high for over two years. Never-the-less,
there were still many good trading opportunitiesduring this period froma
shorter term perspective.
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Elliott Wave Pattern Analysis Provides The Market Action That
Invalidates An Anticipated Outlook

Gold made another textbook, five wave advance fromthe Nov. 22, 1995
low to the Feb. 2, 1996 high. Wave five sub-divided perfectly into five
waves. What should we anticipate following atextbook, five wave
advance?Unless it isawave C, another five wave advance should follow a
correction.

Gold declined sharply Into alow on March 7 that gppeared to be a
wave A low. Thewave B rally was an ABC correction. Once the low of
April 19, labeled C, was exceeded, it became obvious the gold market was
not going to comply with the anticipated Elliott wave outlook.

Once amarket is not conforming with a pattern that falls within the
rules and guidelines, do not force an Elliott wave count just for the sake
of having a count.

From atrading strategy perspective, traders should be aware that a
falled signal is often asignal for a sharp movein the opposite direction.
Once the April 19, potential wave C low was exceeded, gold had
demondtrated its weakness and bear trend. Go with the market signals,
not personal expectation. Trade the market, not the forecast.
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Wave Three Is Usually The Longest and Strongest Wae

From the April 18, 1995 high, themark made an dmost ided five wave
decline. Notetheforce of wavethree wich the widerange and gap days
down- Whiletheearlier dataisnot shown, the April 18 highwas made
following a prolonged bull market trend.

The five wave decline from the April high should be consdered either
awave A in amagjor ABC correction or wave one of anew bear trend. In
either case, another fivewave decline would be anticipated following a
correction up from the May 18 low.

Theraly fromthe May 18low was not anideal ABC correction.
Many Elliott wave analysis would probably put inafew X wavesto make
apattern fit the market activity into the July high. No pattern count would
provideapredictiveindicationthat July 19 would bethefinal corrective
high. Itisat this point that other analysi s techniques such as the Dynamic
Time and Price projections are important.

From apractical trading perspective, the key pattern analysisfactors
prior to the July highwere: 1. Thefivewave decline fromthe April 18-
May 18 sgnded the major trend should be bearish. 2. The mark should
completeacorrective high below the April 1& highfollowed by at least
one more decline to anew low.

From the July 19 high, the mark again declined in an dmogt ided five
waveimpulse pattern. Again, wavethree includes thewidest range and
gap days. Wavefiveisafifth-wave-diagona . Remember that diagonal -
fifth-waves are usualy followed by sharp corrections. That is an under-
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gatement in this case. The mark exploded upward following the
completion of wave five of five.

Five Wave Sequences Are Usually Part of a Larger Degree Trend

From the Aug. 2, 1995 low, cotton made an idedl five wave advance into
the Sept. 1 high. A decline followed, making alow near the wave four
low. Corrections to five wave impulsestypicdly terminate at or near the
prior wave four extreme-

How does the five wave advance into the Sept, 1 high fit into the
larger picture? It could be either awave one of larger degree or wave A.
From a trading perspective, it doesn't make any difference. In each casg,
another raly to new highs following the correction is anticipated, and that
isexactly what unfolded.
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You Mug Be Quick To Reasess The Pattern Pogtion If A Mar ket
Invalidates The" Preferred Count™

Copper was in avery strong bull trend from the Oct. 26, 1993 low. Wave
two was an ABC, running correction which was very bullish. Wave four
was anirregular ABC.

It appeared that Sept, 26,1994 (labeled 57) completed a wave five high
in atext book blow-off. A very sharp and short decline unfolded from the
Sept. 26 high followed by acontinued raly to new highs.

With the continued rally to new highs, the five wave advance into the
Sept. 26 high isinvalid and anew count must be considered. The most
logicd aternate count is an extended wave five beginning from the Aug.
5, wave 4 low. Why is this the most logical aternate count?\Waves one
through four (Oct. 1993 through Aug. 1994) are a perfect fit and do not
lend themselves to an dternate count. We should assume that they are
correct.

Copper advanced in five waves from the Aug. 5 low to make the fina
top Jan. 19.
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The Lessr Degree Pattern Pogtion of a Market Will Often Signal The
Larger Degree Trend Pogition

In Dec. 1989, the Nikkel made a major bull market top. At least an ABC
correction would be expected from the Dec. '89 high. The Nikkei made a
three section decline from the Dec. high into the Oct. 1990 low. Was Oct.
1990 an ABC correction or wave one through three of a five wave,
impulse decline? What would be the signal for each?

If Oct. 1990 completed an ABC corrective low, afive wave advance
should be made from the Oct. low. The Nikkei made a three wave advance
(ABC) followed by acontinued decline to new lows. This signaled that
March 20,1991 should be awave four high and awavefive to new lows
should be made. The Nikkei then declined in another text book, five wave
pattern to make thewave 5 of (5) low in Aug. 1992,

What was the first signd following the Oct. 1990 low that alerted
traders and investors that the rally was probably awave four and not the
beginning of a new bullish impulse sequence? The signd is obvious from
the chart above. The detail is shown on the next page.
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Elliott Wave "Rules’ and Guiddines Will Often Signal Very Quickly
Whaeha A MarketislnaTrend or Counter-Trend

The chart above is a close-up of the chart on the previous page of the
market activity following the Oct. 4, 1990 low in the Nikkel. The aternate
wave counts are shown with aquestion mark. The initid weeks of the rally
looked likeit could be waves one and two followed by waves one, two and
three of the larger degree wave three. What was the first sgnd this
potentiadly very bullish wave count was incorrect?

Wave four should not trade into the price range of wave two. The
Nikkei declined from the March 1991 high which is dternately labeled
as wave 3:3 into the price range of wave 1:3. This voided the bullish wave
count and sgnaded that the March 1990 high was probably not wave 3:3
but wave C of acompleted ABC, wavefour. This had major implications.
Another five wave decline (wave five of larger degree) should then unfold
to new lowsl Thisis exactly what unfolded. See the chart on the previous
page.

By being aware of the pattern postion of amarket and the ramifica-
tions of when apattern is voided, the trader and investor is prepared for
the early sgnds of the direction of the larger degree trend. Every market
does not always provide such aideal wave count and alternate count set-
up. But when they do, traders and investors are provided with apowerful
piece of information.

How would you like to have known in June 1991 that the Nikkei
should probably continue to decline to new lowsin the months ahead?
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What wave count?

The S& P began ardentlessbull trend from the Dec. 1994 low. Up to the
Feb. 1996 high, there were no wavesto count! If you followed any of the
traditiona Elliott wave anadyss services, you may recal any number of
wave counts that continualy projected awave five top. Prior to Feb. 1996,
where could you possibly count waves four and five? Only in theillusions
of your mind. Certainly not on thechart.

Why did many of the services see afive wave advance as complete
prior to Feb. 1996? They made the wave count fit their forecast. If you are
strongly predisposed for a particular market forecast, you will find the
evidence, however flimsy, to support that outlook.

Don't trade your prophesy of the future. Trade the market. Don't see
what isn't obvioudy not there, or it will be very detrimental to your wallet.
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Markets Do Not Always Play By The Rules

Sugar made a five wave advance into the March 1996 high that broke
most of the rules. Marketsjust have no respect. Each larger degree impulse
wave (1, 3 and 5) sub-divided into fivewaves. But, in every case, the wave
fours traded into the range of the wave ones for aday or two and then
immediately continued the bull trend.

Traditiona Elliott wave andysts would fedl forced to re-label the
waves to some sort of complex and indecipherable collection. Real-
world traders will ook to identity the completion of afive wave sequence
in order to step out of the trade and possibly reverse the trading direction.
If a market is closdy fitting the structure of a wave sequence, at least
congder it valid even if it very briefly breaks the "rules

The Dynamic Time and Price projections which will be learned in the

next two chapterswill becritical to validating me probability of the wave
count.
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Do Nat Ignore The Ramification of the Completion Of Multiple
Degrees of 5" Waves

Thisis acdaose-up from the previous page of the larger degree wave five
that began from the Jan. 16, 19% low. Thisisabeautiful example of
minor degree sub-divisons sgnaing the trend reversal of larger degree.
Sugar made afinal lop a wave five of five of five.

Look again at the chart on the previous page and note the extent of the
decline fromthe March 1996 high. Do you careif thisfivewave sequence
precisaly mests all of the Elliott wave "rules’ or would you rather be pre-

pared to recognize completion of the final, minor wave five of along term
sequence?
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Don't Force a Wave Count Where No Logical Count Exits

What isyour idea of awave count for thisthree year bull trend in bonds?
This was an unmistakable bull trend, yet thereis no logical Elliott wave
impulse count that was evident as the market was unfolding or isevident
after-the-fact.

However, dmost dl of the intermediate degree trends marked off on
the chart made very clean five wave advances and three wave declines.
The chart above are weekly bare. Check your daily chartsfor the
intermediate degree patternsto sse how tradable bond swingsare.
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When Handed A Gift, Take It

It doesn't get much better than this. Beans made an dmogt ided five wave
advance from the Feb. 1,1995 low into the April 11, 199 high followed
by an ABC correction into the May 9,1995 low.
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Markets Do Sometimes Correct In A Five-Wave Sequence

Corrections are supposed to be three waves or a scries of three waves,
right? Somebody forgot to tell the bean traders. Beans made an idedl,
five wave impulse decline which completed a collection. The bean
market hadn't read the Elliott wave textbooks.

Traders may 4ill have taken advantage of the five wave decline
from the short sde and know to bring stops close to the market as beans
entered the fifth wave down.

Take advantage of what ever information the market is providing.
Profits will be maximized and losses minimized.

Do not try to re-label this declineto fit the "rules’ of corrections. This
is afive wave, impulse sequence, period. Now and them, a correction will
be aperfect five wave sequence. Academic Elliott wave hardheads will
always re-labdl amarket to make it fit their perceptions of how they think
itis supposed to be rather than move on to the present condition and the
next money-making set-up.
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Elliott Wave Analyss Applies To All Actively Traded Markets

Thisis achart of the close-only data of Fiddlity's Sdect Precious Metds
mutual fund. Elliott wave pattern analysis gppliesto al actively traded
markets including futures, stocks, stock indexes and mutual funds.

The PM fund made a five wave advance where wave five subdivided
into five waves in text book fashion.
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Form Morelmportant Than Rules

The chart above is weekly dose-only data of Fiddlity's Sdlect Bio-Tech
fund. The bull trend from the Nov. 1987 low to the Jan. 1992 high had
three distinct rally sections, waves 1,3 and 5. Waves 1 and 3 definitely
didn't conform to Elliott wave impulse pattern rules or guideline, but ill
were distinct rdly trends. Wave 5 (Oct. 1990 - Jan. 1992) was a text book
Elliott impulse pattern, right down to the five-wave subdivision of wave 5.
The ABC correction (Jan, 1992-March 1993) was ds0 atext book pattern.
Theinitial five wave decline into the June 1992 low is the A wave. The B
wave was an abc (correction to the correction). Note the initial, minor five
wave pattern up following the C wave low.

How isthisanadyssput to practica used?

1. Asthemutual fund rdlied to new highs in Jan., it appeared that it was
inaminor wave-five [ha should aso complete the intermediate and
major wave fives.

2. Let the mutua fund sgnd if atop has been made. Exit long postions
if the mutual fund declines below Wave 455 (see the chart above).

3. The mutua fund made afive wave decline into the June 1992 low.
Corrections usualy do not complete with five waves. The June low
should be an A wave which should eventualy be followed by another
swing down to lower price (C wave). This isexactly what occurred.
Elliott wave analysis of this mutual fund prepared investors for amajor

top and provided the discipline to wait until the correction had run its

course. While the entire form of theimpulse series did not follow dl of the

Elliott wave "rules’, the pattern was an unmistakabl e five wave trend.
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Fiveésand Thregs

Treads usudly terminate in five wave patterns. Counter-trends usually
terminate in three wave patterns or a series of three wave patterns (complex-
corrections).

Following afive wave advance. Fidelity's Balanced Fund made an
ABC correction. It gppears another five wave advance is nearing comple-
tion as of the time the examples for this chapter are completed.

Note how the advance accel erated when the wave one high was
exceeded. It gopears waves 1-4 are complete and the current advanceis in
wavefive. If thisis the case, when wavefiveis completed, adecline greater
intime and price than any since the Aug. 2 low should unfold.
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Diagonal-Fifth-Waves In Mutual Funds

Elliott wave patterns are aive and wdl in Fidelity's Emerging Growth
fund. Wave 1 clearly sub-divided into five waves. Wave 3 was amost a
parabolic advance, typical of wave 3s which are usually the longest and
strongest of the three impulse waves.

The wave four correction was an ABC. Note how wave C clearly
subdivided into five waves, typica of C waves.

What has unfolded since the Jan. 10, 1996 wave-four low? It appears
to be afifth-wave-diagonal. Waves 1 & 2 of 5 gppear complete. What is
usually the outcome of the completion of a fifth-wave-diagonal triangle?
A stronger than typical counter-trend. A strong bear trend should unfold
following the completion of the fifth-wave-triangle.

Only margina new highswould be expected from this point on inthis
mutual fund. Investorsin this fund should be anticipating amajor lop and
have relatively close stops. A decline below the support line should sgna
atopiscomplete.
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Waves Within Waves

The ided trade set-up is made when at least one smdler degree wave
pattern signals the completion of the larger degree-

Inearly Jan. 1999, the yen gppeared to bein the later stages of an
impulsefive-wave series that began at the Aug. 11 low. Thesubdivisions
of Wave-5 helped to pinpoint the completion of the larger degree pattern
shown on the daily chart.

See the 60-minute chart on the following page.
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60-Minute Date: Subdivisons of Wave-5
A Wave-5 should subdivide into a five-wave structure of lesser
degreeWave-5 began from the Nov. 12 low (see the daily chart on the
preceding page) and clearly unfolded in a five-wave structure. Both Wave-
5 and Wave-5:5 were "extended" or greater in price than atypica Wave-5.
The price chapter will Teach you how to project the price targets for the
termination of afive-waveimpulsetrend.

We can go to an even shorter-term time frame and see if Wave-5:5 dso
subdivided into a five-wave structure.
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15-Minute Data: Subdivisons of Wave 55
Whileawave pattern may not be anided structure meeting dl of the raes
and guidelines, the basc form is usualy clearly evident.

The 15-minute data shows that Wave 5:5 from the Dec, 22 low into
the Jan, 11 high clearly unfolded in afive-wave structure. There are
immense trading ramifications to the Trader who is dert to the wave
structure of any trend or counter-trend.

Once the yen has advanced above the Wave 3:5:5 high, we know that
we should be in the lasf minor swing up (Wave 5:5:5) before the
completion of the entire bull trend that began amost five months agoin
mid-Aug. How would you like to be dert to the probability thai amajor
trend is only days away from completion? If you were long, you would be

very careful to protect the unredized profits and adert to trading strategies
to enter a short position.

A trade below the Wave 4:5:5 low signals the completion of the entire
bull trend since Aug.! Wave 555 iscomplete! The yen should then make

adecline greater in time and price than any decline since the Aug. low.
How did it turn out?
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Pattern Analyss I dentifies The Completion of the Five-Wave Trend
Just two days following the Jan. 11 high the yen declined below the Wave
4:5:5 low signaling the completion of the five-wave bull trend from the
Aug. low. Thissignal cameright at atimewhen many yen traders were
very bullish. Dynamic Tradersknew that thebull trend should be
complete, at least temporarily asthe yen makes a decline greater intime
and price than any decline sincethe Aug. low.

Even in the very volatile and often choppy currency markets, pattern
analysiswill often clearly identify the position of amarket and the trend
objectives. Short-term trades may be made off of the signds and
objectives provided by the intraday data, Intraday datais dso used to
identify the trend position and completion of larger degree trends.
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Pattern Analysis Nails The Completion of a Major Low

Bonds made asignificant low on Jan. 11. Sncethisexample isbeing
included just a few weeks &fter the low, we don't know yet if this will be a
long term low or not The pattern pogtion indicatesit is the completion of
amajor ABC correction. Regardless of whether it turns out to be along-
term low or not, the pattern analysis provided the signal for agreat see-up

for along position.
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60-Minute Data: Wave-C Sub-Divides Into Five Waves
A Wave-C should subdivideinto five-waves which is exactly what

happened. The 60-minute chart clearly shows the five-wave subdivisions
of Wave-C.

The 15-minute chart on the following page shows the subdivisions of
Wave-5.5.C.
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15-MinuteData: Wave5:5:C CompletesA Major Low
Wave-5:5 subdivided into aperfect five-waves itself. Once bonds had
declined below the Wave-3 low, traders know that the completion of the
whole Wave-C was near completion. The raly above the Wave-4 high
sgnded Wave-C should be complete.

The Trading Strategies and Putting It All Together Chapters will teach

you much more how we use the pattern position to hel p make specific
trading decisions.
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Wave Structure Checkligs

On the following two pages are two checklists to help you monitor the
wove structure of a market as it is unfolding. In effect, they are aconcise
summary of the rules and guidelines of typical three and five wave
dructures. Thereis an Impulse and Correction checklist

As amarket unfolds, it is continually providing information asto its
nature, impulsive or corrective, in accordance with the wave guidelines for
each wave structure. While these checklist tables do not provide for every
potential wave structure, they will help you keep on track with how the
typical wave structure unfolds. If awave structureviolates aguideline for
how it should unfold, you must consider that it is not unfolding asyou
originally anticipated. Y ou must then re-evaluate the position of the
market according to the best best alternative wave structure.

Because acorrective wave structure can take any number of complex
structures, only the smple corrective zigzag (ABC) or triangle (ABCDE)
are noted in the Correction Checklist. One a market demonstrates it is
going to unfold in acomplex correction, there is little predictability |eft
in the wave structure. The trader must then focus on the time and price
position Cor sgnds [hat the correction may be terminating.

These two tables do not consider the time or price position of the
market. They only consder the pattern position out of context of the
other market factors. Never make a trading or investing decision based on
pattern pogtion done. This hasbeenthedownfall of many Elliott wave
anaysts.

Also keepin mind that al markets have not agreed to unfold according
to R. N. Elliott's rules and guidelines. Markets have amind of their own
and will often unfold in acompletely non-predictable and non-symmet-
rical pattern that provides little valuable information to the analyst.

These checklists will go along way in helping to identify whether a
market is in an impulsive or corrective position. Even more importantly,
they will help to identify when amarket is unfolding in a predictable
Elliott wave pattern and the signals necessary to confirm or invalidate the
assumed pattern.

Always keep in mind the purpose of technical analysis for traders and
investors. To identify high probability trade and investing set-ups. Not to
know the position of every market at dl limes-

It will not be long before you will be familiar with Elliott wave
structures and will not have to refer to the tables. Until then, these tables
will be a quick and easy reference to the probable position of any market
a any time.

388



UL SE WAVE CHECKLIST (Bull Market Example)
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CORRECTION CHECKLIST (Bull Market Example)
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Chapter 4

Dynamic Price Analysis

Every market makes a top or bottom on some exact
mathematical point inproportion to some previous move.
W. D. Gann

In the Dynamic Price Analysis chapter you

* Learn how to project well in advance the price
zones which have the greatest probability of support,
resistance and trend change, alowing thetrader plenty
of timeto prepare for trading action.

* Learn the three most important price projection
techniques. price retracements, alternate price
projections and price expansions.

* Learn which ratiosto use with each price projection
technique.

* Learn how the price projections cluster to form
support, resstance and trend reversal price zones.

» Learn how to integrate price projections of waves
of more than one degree.

* Learn how to integrate dynamic price analysiswith the
pattern anaysis learned in the prior chapter.
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Be Prepared In Advance For The Price Targets Of Trend Reversals
This chapter will teach you in quickly and easily project the price targets
with the greatest probability for support, resistance and trend reversal. It
is not complicated or time-consuming to prepare in advance the Dynamic
Price Projections.
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The example above isnot an isolated exampl e of a price projection for
thetermination of atrend. Dynamic Priceprojectionswill often alow you
to determine well in advance the price target to complete trends of dl
degrees.
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Pinpoint The Exact Price LevelsFor Corrective Highsand Lows

The previous chapter taught you how to identity if a market isin atrend or
counter-trend phase. The Dynamic Price Analysis chapter will teach you to
project the price levels with the greatest probability of completing atrend
or counter-trend.
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How valuable to your trading would it he if you could project in
advancethe specific price zone acorrection to the main trend should reach?
Dynamic Price Analysis allowsyou to dojust that. You will often project
almost to the tick the price of corrective highs and lows.
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BePrepared I|n Advance For The High Probability Support and
Resgance Zones

Waves or swings of similar degree will relate to each other in price relative
to important ratios. The market anayst, investor and trader must consider
price ratio relationships of more than one degree. The smaller degree price
projections should confirm the larger degree price projections.

No single price methodology can be consstently relied upon to
indicate with confidence, in advance, where support or resistanceis likely
to be found. The most important potentia support or resistance zones will
be found where price projections from more than one of the three primary
price projection methods and from more than one degree of swing cluster
within arelatively narrow price zone,

Tradersmust be prepared in advance for the price zones from where
trend change has the greatest probability of occurring. If traders are pre-
pared in advance for the price zones of change, they may then concentrate
their efforts on tecnical sgnasthat trigger trade entry and confirmtrend
change.

Itistrue, as Mr. Gann said, that "every market makesits top and
bottom a some exact mathematical point in proportion to some previous
move"'. The question is, which proportion of which previous move? Mr.
Gann failed to answer that question- probably becausethereisno single,
right answer. If you have studied any of W. D. Gann's origina work, you
know that he was a bit of amaster of the overstatement. There is not one
particular prior swing or one particular proportion (ratio) that will project
the price of al future tops or bottoms. The concept of proportioning past
moves (swings) and projecting forward is the key concept to projecting [he
pricelevdsthat havethe greastest potential for trend change.

| underlined potentia above for three important reasons:

1. The price support and resistance projections do not project that price
will reach theprojected levels. The price support and resistance projec-
tions are smply mathematical projections of relationships of past
swings. They are price zones that should offer support or resstance if
reached. The importance or degree of support or resstance will be
indicated by the time and pattern position of the market as the price
zones are reached.

2. There are usually two or three projected price zonesfrom any one swing
point. Whitewe will seelater on bow to determinein advance which
projection islikely to be the most important, it will only be the market
itself that will validate one or another of the projections by thetime and
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pattern position as the market approaches the price zone. If a projected
price zone is exceeded, the odds favor acontinuation of the trend to the
next price zone. In other words, exceeding one projected price zone is
usuallyatrend-continuationsignal.

3, Occasiondly, amarket will make atop or bottom at a price that either
is not within a price cluster which is a support or resistance zone or not
even at one of the more common price projections. While | can amost
alwaysfind the obscure price relationship at Tops and bottoms that
were made outside of a projected price cluster, this after-the-fact
analysisisonly of academic interest. Tradersroust accept thefact that
atop or bottom will occasionally be made away from the typica price
projectionsthat are calculated in advance. Thisis one of the important
reasons why we always consider al dimensions of market activity and
do notrely solely onpriceanalysis.

Gann's quote at the beginning of the chapter may he better worded as:
"Every market makes the majority of its tops or bottoms at or very near a
cluster ofpriceprojectionsfromseveral previousswings. Theseprice
projections may be determined well in advance and, usually, the
significance of each projection relative to the trendwill beknown in
advance."

In this chapter, we will aso discuss methods that will provide a strong
indication of the minimum and maximum price projections to anticipate in
any trend or counter-trend swing. We will dso discuss me ramifications of
understanding the trend position when price exceeds certain levels. Asyou
will seg, thereis much more to price analysis than smply computing
retracements.

The most important narrow price zones for potential support or
resistance will occur when various price methods and relationships all
point to the same area as support or resistance. Never rely on one price
methodology or one ratio. If aprice zone is important, it will be indicated
by several relationships and result in arelatively narrow cluster of targets
at or near the same price level.
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Primary Price Prgection Techniques
There are three key price relationships that will quickly and easily provide
the price projections. They are:

1. Retracements(Ret)
2. Alternate Price Prgjections (APP)
3. Price Expandgons (Exp)

Each price technique is considered from the degree of trend that is to be
traded and, idedlly, one larger and one smaller degree. The following pages
include examples of how each price projection is calculated and how multi-
ple projections will cluster within relatively narrow price zones.

A very important factor to keep in mind as wereview the following
examples is; All ofthe price projections are calculated INADVANCE. As
00N as anew swing is confinned, new projections are made. We do not
know in advance which price zone will be the ultimate target of [he market,
but we do know in advance which price zones have the greatest potential
for trend change if price should reach one of those zones. The time and
pattern position of the market will usually clearly reved which price zone
has the greater probability of making atrend reversal.

As amarket advances its trend and makes new swing pivots, new
projections are made from each new pivot. Y ou will soon learn how
the new pivots will confirm or invalidate prior price projections.

Retracements

Most traders are familiar with price retracements. Retracements are the
percentage of the prior swing that a market moves counter to the range of
the prior swing. As a market advances, There will usually be more than one
prior swing extreme from where to measure retracements. In other words,
we will have more than one degree of retracement projections.

There are both internal and external retracements.

The following pages first illustrate retracements on idedlized swing
charts in order to clearly understand the concept. These are followed by
numerous actual market examples.
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Internal Price Retracements

Internd retracements are less than 10024
The four moa important interna retracement ratios are;
38.2%, 50%, 61.8% and 78.6%,

Internal Retracements Of One Degree
38%, 50%, 62% and 79% retracements of the AB rally

B\
18.2%
SUr:

51.2%
TE6F

Internal Retracements Of Two Degrees
38%, 50% and 62% of AC and BC rallys
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Internal Retracements
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Retracements measure the percentage of the range of the prior swing
that the market reacts againgt or retraces. Internal retracements are aways
less than 100%. A market that retraces less than 100% of the prior swing is
always a counter-trend swing or a correction to the prior swing. The most
important internal retracement percentages are 38.2%, 50%, 61.8% and
78.6%.

The position of the market relative to the pattern will indicate which of
these ratios is particularly important at any given time. The sections on
Trading Guiddlines, Elliott Wave Guiddines and Putting It All Together
describe in more detail the importance of each ratio at different market
positions.
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On April 19, beans made alow one tick above the 61.8% retrace-
ment. Beans eventually continued to decline in an ABC correction
with afina low at the 78.6% retracement. APPis an Alternate Price
Projection and will be described later in this chapter.
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Retracement resistance in crude oil at the 38.2% and 61,8%
retracements.
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Com made acounter-trend low at the 509 retracement. There
will amost always be at least aminor reaction against the 50%
retracement in dl markets.
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Retracements of two degrees. Gold made a top June 16,1995 at
the coincidence of a 50% retracement from the April 19 high and a
78.6% retracement from the May 4 high. The nearer price projec-
tions are to each other, the more likely they are to result in support
or resistance if the market reachesthe price zone,
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The Oct. 1987 Panic. In Oct. 1987, the S& P crashed down to make a low
just below the61.8% retracement of the Aug. 1932-Aug. 1987 bull market
(lop chart). Note that the secondary lows were made right on the 50%
retracement. The chart below shows the retracement levels from the July
1984 low. The Oct. bottom was madejust afew points below the 786%
retracement and the initial reaction low right at the 61.8% retracement
level. Theretracementsfromtwo degrees provided two retracement
support zoneswhich held the market: 192.18-189-32 and 221.41-220.30.
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Dynamic Price Analysis

Retracement Leves Signal Strength and Weakness The June 1 low
was madejust a few ticks below the 61.8% support retracement. In June
and July, the mark tested the 78,6% resistance retracement three times but
failed to exceed this important retracement leve-
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How a market reacts against retracement percentages will often indicate
the pogtion of the market. Currencies have avery high reliability of finding
support and resistance at Fib retracements. Thisis probably because the
currency traders of the world are very Elliott wave oriented. The mark came
down very hard from the May 26 high and then bounced very hard off of
the 61-8% retracement. The wide rangereversal day on June 1 at the 61.8%
retracement provided at least an initial signa that the correction down may
beover.

Mosttradershave been erroneoudy taught by Elliott wave academics
that the 61,8% retracement is the critical zone to signal if aswing isa
counter-trend or new trend direction- In other words, counter-trends or
corrections are not supposed to exceed a 61.8% retracement. If the 61.8%
retracement is exceeded, it is supposed to be a signal that the market isin a
new trend direction, not acounter-trend.

While the 61.8% retracement is an important potential support or
resstance price zone, it should not be considered as atrend signa as
described above. The 78.6% retracement is a far more important
retracement projection that is usually not exceeded if the prior trend is to
continue. Wave 2s often terminate at the 78,6% retracement.
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Cotton made alow at the coincidence of the 50% retracement of the

larger degree and 78-6% retracement of the smaller degree.
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The 61.8% retracement leve isthe support at each counter-trend low.
Note that the June 14 low was made at the 61.8% retracement to the

tick! Donot fail to he dert to the market position at the 61.8%
retracement leve in al markets.
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External Price Retracements

Many traders have adifficult time accepting that aretracement can be over
100%. A retracement can be any amount. A few rdios over 100% are very
important in projecting support and resistance.

Externa Retracements are greater than 100%.
The most important externa retracements are:
127%, 162%, 200%, 262%, and 424%.

External Retracementsof AB

4

262%

162%

414
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External Retracements

The Aug. 22 low in the British pound was madejust afew ticks abovethe
162% external retracement of the 6/28L- 8/1H
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The soybean decline terminated at the 262% retracement of the initial
counter-trend swing. Five wave structures frequently terminate at 162%.
262% or 424% externa retracements of wave two. Wavetwo is dso called
the initial counter-tread swing.

Externa retracements are little used by most traders but are avery
valuable price projection method.
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The April 21 high was made at the 262% retracement of the prior
counter-trend.
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A 200% retracement is dso known as a "measured move."
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The mark formed amajor top in April 1995 at the 262% external
retracement of the last major counter-trend prior to the top.
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Unless wave five becomes an extended wave, it is usually made
within the range of the 1272 and 162% externa retracement of
wave four. The final wave five top is often made right on one of
these two retracements.
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The final top of amajor bull market in copper was madejust afew
ticks above the 4.236 externd retracement of the final decline prior to
the beginning of the bull market. External retracements of thefinal
swing prior to the beginning of a trend as shown above or external
retracements of thefirst swingfollowing the beginning of a trend
(wave 2 or B in Elliott wave terms) will usuallyproject the termination
of the entire trend sequence.

A trend rarely exceeds the 4.236 external retracements of these
two swings. Thisisimportant to consider. If atrend is nearing the 4.236
externa retracement, the odds are very high that the trend is near
completion.
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Alternate Price Projections (APP)

Alternate price projections project the proportions of apast swing that
moved in me same direction asthe current market is moving. APP projec-
tions compare trend swings with trend swings and counter-trend swings
with counter-trend swings. Alternate price projections are labeled accord-
ing to which previous alternate swing is being projected. The most recent
dternate swing projection is labeled APP.1. The second most recent is
labeled APP.2 and so on.

Alternate price projections compare trend swings to trend
swings and counter-trend swingsto counter-trend swings.
The most important ratios to usefor APPsare:

62%, 100%, 162%, 200%, 262% and 424%.

Alternate Price Projections of the previous alternate swing.
AB projected from C (APP.1)

&

162%

100

B 624,

]
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Alternate Price Projections
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The July 19, 1995, wave 5 top was made at the coincidence where
wave 5 equaed 100% of wave 1 and wave 5 equaed 61,8% of waves 1-3
(7/5L-7/12H). Thexe are the two most frequent price targets for awave 5
as described in the pattern chapter.

Alternate price projections are very important and religble targets
for the termination of Elliott five-wave impulse patterns and ABC
corrections. Which ratios and swing comparisons are the most important
for each target is described at the end of this chapter.
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The Jan, 5, 1994 high and beginning of aprolonged trading
range in gold was made slightly above the coincidence of the
61.8% aternate price projection and 78.6% retracement.
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Coffee made amajor low in Dec. 1994 that lasted for severd
months at the coincidence of the 100% alternate price projection
and 162% retracement of the 8/I1L-9/23H.
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The March 2,1995 high (W.C) was made at the coincidence of a
50% retracement and 100% APP where the price range of Wave C
equaled the price range of Wave A. The Dec. 29, Wave A high was
made at the 38.2% retracement. The chart below shows other price
projections at the March 2 high.

The March 2 high was made at the 38.2% retracement of the larger
degree decline (7/13H-12/14L) and the 127% retracement of Wave
B, The Wave C high was 137.25. Four price projections fell within
the 184.75-188.75 zone. It is inevitable that a market will react
against such a srong cluster of price projections.
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The Jan. 4,1996 bond high was made at the 61.8% APP where
Wave C equaled 61,8% of Wave A. The chart below

shows the smdler degree Alternate Price Projections at the

Jan. 4 high. Every minor rally was rdlated to each other by 100%
or 61.8% right up to the final top. The larger degree 61.8% APP
shown above fdl right within the 121.09-121.30 minor degree
zone shown below. When several APPs of two or more degrees
coincide, changeisinevitable.
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The March 19, 1996 high in the sugar market is an outstand-

ing example of the coincidence of APPs of three different

degrees. The chart above shows the top was made a the price

zone where Wave 5 equaled 162% of Wave 1 and Wave 5

equaled 100% of Waves 1-3. The chart below shows the price

zone a the lop where Wave 5 of 5 equds 100% of Wave 1 of 5
and 62% of Waves 1-3. Wave 5 of 5 of 5 equas 100% of Wave 1
of 5 of 5. The solid horizontal bar at the 12.20-12.50 price zone

represents the zone of the coincidence of Alternate Price
Projections from dl three degrees
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The 10-year notes made an important low at a cluster of three
important price projections.

108.31-108.23

10831 (Ret); W.5 = 1618 W.4 (externa retracement)
108.27 (APP): W.5= 618W.1-3
108.23 (Ret): .618 retracement (8/15L-9/14H)

The Price Higogram Detail below shows the details of the price
projections in the zone of the wide bar which is shaded gray shownin
the chart above.
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Price Cluger

There were three potentia resistance zones projected from the June 14,
wave 4 low. Two of these zones were confirmed by projections of [he
next smaller degree by projections from the wave 4.5 low made in July.
The pattern and time position of the marker as it approaches each price
zone will help to qualify which zone is most has the greatest probability
of trend reversd.
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Gold made the wave 3 of 5 top at the first projection of 397.9-398.6.

The final wave 5 of 5 high at 409.0 was made precisely withinthe
next price cluster of 404.6-410.1. Thiswas the ideal price zone for a
wave 5:5 high for thiswave structure. 1t was unlikely that the fina top
would have reached the higher zone near 424.0,

The Putting It All Together chapter of the book instructs how to
update the price projections as a market unfolds and how to discern
which of the projected price zones are most likely to terminate the trend.

4-27



Dynamic Price Analysis

The Price Higogram Detail below describes dl of the individua
price projections included on the chart on the previous page. Notice
how the price projections are in three relatively tight groups as repre-
sented by the horizontal price target bars on the chart on the previous
page.

For years dl of my price projections were done with a calculator
and a formto keep track of the price targets. While it was dow and a
bit cumbersome, the proper information was always a hand. Then |
designed my own spreadsheets to do the price projections and the
output looked dmilar to the table above. Thiswas much faster, more
accurate and alowed meto follow many more markets, It was only
after designing my own technica anadysis software that the projections

are now done dmogt automaticaly with the output shown right on the
chart.
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The April 1995 high in the mark was made at the coincidence of two
100% dternate price projections, each of different degree. The 100%
APPs were the July 5, 1991 low-Sept. 4, 1992 high projected from the
Feb. 11, 19 low and the Feb. 11, 1994 low - Oct. 28, 1994 high pro-
jected from the Dec. 9, 194 low.

Note that the Oct. 28 high was madejust a few ticks below the 61.8%
APP of the duly 5, 1991 low - Sept, 4, 1992 high projected from the Feb.
11, 194 low.

Almost every trend of any degree terminates at or very near an
aternate price projection of at |east one of the prior two aternate swings.
When APPs coincide with internal and/or external retracementswithin a
relatively narrow price zone, a change of trend isvery probable.
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Every market does not make a corrective high or low at one of the
retracement objectives every time. If they did, trading would be easy.
However, most counter-trend highs or lows will be made at or very near
one of the important internal retracement percentages. If another price
projection falls near aretracement percentage, a price zone resultswhere
thereisahigh probability of support or resistance.

Silver fell sharply fromtheMay 4, 1995 high and found initial support
at the 50% retracement. There is at least aminor reaction against the 50%
retracememt in almost every counter-trend move smply because so many
traders are aware of this retracement objective, Silver continued lower in
late June and closed bdow the 61.8% retracement. Thefinal low was
made at the 61.8% Alternate Price Projectionjust below the 61.8%
retracement. The Ret. and APPformed a support zone at 523.1-510,3.
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Price Expangons (Exp)

Price Expansions literally expand the price range of a price swing by
chosen ratio amounts. The mog frequent use of price expansions are
expansions of the initia impulse wave off of amgjor trend change.

Price Expansions expand the price range of a awing.
The most important ratios to use for Price Expansion are:
62%, 100&, 162%, 200%, 262%, 424%.

Price Expansion of the price range of AB

162%

1604
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Price Expansons

Of the three methods ofprice projections, retracements and alternate
priceprojections are the most consistently reliable. | consider price ex-
pangons as a confirming factor to the other two. In other words, | would
not consider a price expansion target of any consequence if it did not
coincide with a retracement and/or aternate projection.
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The April 21, 199 high was made at the ,618 price expansion of the
Feb. 11, 1994 low- Oct. 28, 19%4 high.

Price expangons are a confirming price projection method. Tops and
bottoms are made right on a price expansion less often than on a
retracement and aternate price projection. Price expansion projections
arc confirming factors to the price retracements and alternate price
projections.
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The Feb. 2, 1996 gold high was made at the coincidence of
the 2.618 price expansions of Wave 1 and Wave 1 of 5,
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The Aug. 21, 1995 Slver top was dso made at the coincidence
of price expansions of two degrees. The 100% expansion of the
7/5L-7/19H price range and the 162% expansion of the 8/1L-8/9H
price range each fell near the Aug. 21 high.

4-33



Dynamic Price Analysis

Nikkei Weekly

The Aug. 1992 low in the Nikkel Stock Index is a great example of the
coincidence of price projections in a very narrow range. The projections
are grouped so light, that they overlap in the chart below.
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The Aug. low was madein the price zone where:

Exp: W.5 =100% ExpW.I
App: W5= 62% W.1-3

Ret W.5=1620W .4

Exp: W.55 = 100% Exp W.1:5
App:W55=382%W.I-3.5
Ret: W.3-5:5=262% W.2:5
Ret: W55 = 162% W.45

The Aug. 1992 low was made at the coincidence of at least seven
price projectionsincluding expansions, external retracements and
aternate price projections of two degreed! Is it any wonder that a
magjor low was made at such a strong coincidence of support?

4-34



Dynamic Trader - Chapter 4

S& P Weskly

The Sept. 1996 high in the S& P was made at the 2,618 expansion of the
initid bull swing from the April 1994 low to the Sept. 1994 high. While
the reaction againgt the 2.618 expansion was relatively mild in price and
time, it was the greatest reaction since the Dec, 1994 low and lasted about
gx weeks. The S& P soon continued to rally and made the next top at the
4.236 expansion of the initial thrust (wave 1).

Again, the greatest reaction in time and price to the bull trend since
the Dec. low was made a the 4.236 expanson. This top lasted about
twelve weeks. Trends rarely exceed a 4.236 expansion ofthe initial
thrust. The continued bull trend to new highsfor the S& P was another
demongtration of the unprecedented strength of this historic bull market.
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What would be the next expansion ratio to consider? 6.854
(4.236 x 1,618). A 6.854 expansion falls a 776.40. It seems outrageous
that the S& P will reach that high of alevel without having made amajor
correction, but it seemed outlandish to many people in early 1995 that the
S& P would reach 662.00 with only minor corrections, but it did! The
776.40 projection is not aforecast that the S& P will reach that level, but
aprice to anticipate a reaction if the leve is reached.

A comprehensive price analysis of any market will include price
expansion projections.
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Price Projections By High/Low Extremes Closng Extremes and
Per centage Change

Most traders are familiar with calculating price retracements and
projections using the high or low of the pivot bar. All of the price
examplesin this chapter up to this point used the extreme range from pivot
to pivot. High-Low or Low-High price projections may aso be caculated
using closng data only. Closing data may more accurately represent the
form, pattern and postion of the market as it eliminates the very short-
term, intraday, volatile swings. However, itis usually not reasonableto
expect to trade

on analysis of just closng dataasThedaily swings may belarge and
require entry, stop placement and exit at amore prudent position than
waiting for me close.

Price percentage change more accurately represents the range of price
change than the actua amount of price traveled. A price advance of $100
from $200 to $300 is a 50% increase in price while a price advance of
$100 from $500 to $600 is only a20% increase in price. Each price
change was the same amount yet adramatically different percentage
change. The percentage change in price more accurately represents what
we may consider the force of movement or the degree of psychological
shift required of tradersto move price.

Traders should consider supplementing their price analysis by
making dl price projections by closing data and by price percentage
change aswdl as by the more traditiona price range. Thisis particularly
worth-whilefor major degree swings. Theextrawork involved will often
provide critical information that will not be revealed by high/low extreme
price analysis.
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Price Prgections By Percentage Change
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Gold, Weekly: The chart above is gold weekly databars Datesshown
are week-ending, Friday dates. Price projections calculated by percentage
change are labeled with a% and the price projection method (Ret, APP or
Exp). The pivot markers show the date, price and percentage change from
the prior pivot.

TheJan. 194 high was madejust abovethe 78-6% retracement (Ret)
of the Aug. to Sept. decline. Note that the high was made dead on The
100% per centage change retracement (Ret%). Gold declined 16,53%
from The Aug. 6, $409.0 high to the Sept. 17, $341.4 low. Gold Then
rallied 16.52% up from the Sept. 17 low tothe Jan. 7 high. A 16,52%
raly from the lower number is alesser amount of price than a 16.53%
decline from the higher number. Thisiswhy the 100% retracement in
per centage change does not make a 300% retracement in price amount.

The trading range lows in 1994-1995 were made at the coincidence of
the 50% range retracement and 38.2% percentage change retracement.
The Sept. 1993 low was made &t the coincidence of the 78.6% range
retracement and 61,8% percentage change retracement.

Asyou can see, including percentage change price projections can be a
very valuable addition to the price analysistechniques.
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Close-Only Data and Price Projections
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Thisis adaily, close-only chart for gold. The C next to the date/price
markers denote the prices shown are closing prices. The C next to the

price projection level dso denotes the price projection isclosing
prices. The 38..2% and 50% high/low extreme range retracements and
50% and 61-8% percentage change retracements are shown. Gold shot
right through the First pair of retracements, the 50% percentage change
and 38.2% retracements and stopped dead on the 61,8% retracement.

Subsequently, the Feb. 1990 top wasjust a few ticks above the
61.8% percentage change retracement. Traders should be aware of the
percentage change retracement targets on intermediate to major degree
swings.

The chart on the next page shows a close-up of the Feb. top.
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Thisis aclose-up of the same daily close-only chart on the previous
page. The 200% Alternate Price Projection of percentage change
(APP%C) coincided with the 61.8% percentage change retracement at
the Feb. high.

Traderswho only calculate high/low retracements and projectionsdid
not have any targets near where the high was made in Feb. Traderswho
included percentage change retracements and projections were aware of
anarrow price zone that was the coincidence of two percentage change
projectionsthat was severa dollars away from the traditional projections.

Itis always worth the extraeffort to make price projections from
close-only dataand percentage changewhen analyzing major swings.

4-39



Dynamic Price Anaysis

Clos=-Only Data and Per centage Change Prgjections
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Unfortunately, every market does not make every extreme high and
low reversa on aprice projection or cluster of price projections. The gold
raly from the Jan. 15, 1993 closng low made temporary highs almost to
the tick at the 78.6% and 100% percentage change retracements on the
close-only chart as shown above. The find top excesded normal retrace-
menl targets by only afew points. Mogt corrections will not exceed either
a 78.6% range retracement or 100% percentage change retracement.

The chart on the following page is the same as the one above except
with range retracements instead of percentage change retracements.
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The previous chart showed that the two minor tops prior to Chefinal
top on July 30 were made at the 78.6% and 100% percentage change
retracements. The 61,8% and 78.6% range retracements fell within one
tick of each of the percentage change levels. Now that is a coincidence
of range and percentage change retracements to make note oft

While neither of these two important retracement coincidences
were the fina top, they projected levels that traders would want to be
particularly aert to for potentia trend termination. Both levels may have
been strong profit taking zones depending on the time perspective of the
trading plan.

Be very preparedfor market pivots at price zones where both range
andper centage changer etracements coincide.
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Price Projections of Three Degrees

The following three charts illustrate the val ue of examining a market from
al price perspectives and ever smaller degrees of change.
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Weekly bonds found support at the coincidence of the 50% range
retracement and 38.2% percentage change retracement in early 194.
The next support was made at the 61.8% range retracement. The ultimate
low was made in Nov. 1994, just below the 50% percentage change
retracement and above the 78.6% range retracement.

Are the price projection methods invalidated if a major trend change
does not fall right on an important retracement level? As described earlier
in the chapter, price andys's should consider waves or swings of more
than one degree to confirm or invalidate the larger degree projections. As
amarket approaches a mgjor price projection, the next smaler degree
price analysis may provide a focus to a specific price zone near the larger
degree price zone where trend change is probable. See the daily bond
chart on the nest page.
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Alternate price projections of swings beginning with the Oct. 1993
high pointed to two narrow price zoneswith ahigh probability of
completing the decline 97.16-97.12 or 92.23-92.12. The first zone
coincided with the 50% percentage change retracement at 97.12 (see
chart on previous page) while the second zone did not coincide with
either percentage change or range retracements shown onthe previous
chart.

9716 W.5 = 1000 W.
9712 W.5=38.2%W.1-3

9712 50% percentage change retracement 9/28/90L - 10/15/93H

Once the Aug. 2, wave4 high was confirmed by bonds trading below
the b low, the price zone of 97.16-97.12 would be calculated in advance
as having ahigh probability of making thewave5low. The nextjobisto
goto the smaller degree swings made beginning withthe Aug. 2 highto
further fine tunethe price proj ections fromthe larger degree swings.

The chart on the nest page focusesin on the next smaller degree
swings.
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Smaller Degree Prgections Confirm The Larger Degree

Fle Yew Pepans Teols Oplors YWindew el
g
W, A
o
[ ]
[l
[
4
5.‘ '
-]
", 8514 Mg F56L
W, hpe 10
MG
. App REIG
14
e
J ] I 5 [ 7] [ &5 !
"an [0 WBEST [HAIOFD (LA [Ci5a % |

g

10kA

F1eaQ

1mta

Alternate price projections of swings beginning withthe Aug. 2,

1994 high projected 96.14-95.31 astheided target for awave 5 low.

Thisnarrow price zoneféll just below the larger degree target shown on

the prior page of 97.16-97.12.

96.14: W.5 = 38.2% W.I-3
9531 W.5 = 100% W.1

The most reliable price projectiontargetswill be caculated from

swings of at least two degrees and from different projection techniques,

retracements, aternate projections and expans ons of ranges and
percentage change.
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Intraday Examples

Up to now, only daily bar charts have been used to illustrate the Dynamic
Tradinganalysis- All Dynamic Trading techniquesapply toal time
periods including intraday data. The same dynamic growth process,
patterns, ratios and proportions that we have seen on the daily charts are
found on dl time periods.

The following pages include anumber of intraday charts with
comments. There are only a few examples because nothing is done
differently than if it were daily data. Snce we used a number of examples
of the position of bonds in the second half of 1995, let's first look at the
intraday datafor thistime period,

Bonds 5-Minute Bars From The July 11, 1994 Low

A minor wave-four low was made on July 18 on the 8:35 AM (EST) bar.
The projection for a wave-five high is 10281-10302 (price in decimals,
not 32nds). This price zoneincludesthe typical wave-five price
projections where W.5 = 100% W.1, 38-2% W.|-3 and 162% W .4.

- WO R 1AM

m— ]

[Lia ]
H K250 1195 2 300
0, e
1401, B
107,
WievnFem Pricy To: (041 - 101
WS = 000 W 100, 300

WE e M L2
Whs {5 W

Thechart onthenext pageshowshow itturnedOUT.
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Bonds 30 Minute BarsFrom The July 11, 1994 L ow

Bonds madethewave-five high at 102,94 on July 20 onthe 8:50 AM bar.
Thiswas adirect hit of the 102.81-103.02 projected price zone show on
the 5-minute chart on the previous page. The 30-minute bar chart below
aso beginsfrom theJuly 11 low and shows the continued rally into the

July 20 high.

L et's continue to follow the bond activity after the July 20 high,
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Bonds 30-Minute Bars From The July 20 High

From the July 20, W.5 high aminor five wave decline was made into the
38.2% retracement on themorning of July 21 to complete W.A. An ABC-
W.B raly followed then bonds continued to declineto anew low. From
the W.B high on July 25. bonds made atext book, minor five-wave
declineinto the W.Clow on July 28,

Therewere four price projectionsin arelatively tight group where the
W.Clow was made.

101.231:W.C=127%W.B
101188 W.5:C = 100% W.1:.C
101.0%4: 50% Ret.

101070 W.5:C=61.8%W.1-3.C

The W.C low was 101.125, precisaly within this price zone.
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Bonds 30-Minute BarsFrom TheJuly 11, 1994 Low Through the
Aug. 2, 1994 High

The July 28 Wave-C low was the completion of alarger degree Wave-B
which islabeled (B) on the chart below. Bonds made another five wave
advance to complete Wave-(C). Theided price projection for Wave-5;(C)
fell in the 104,499-104.813 price zone which included dl of the typica
price projections to complete aW.5 and W.(C).

104499 W.S:(C) = 162% W.4:(C)

104572 W.5:(C) =38.2%W.1-3:(C)
104.625: W.5(C) = 100% W.1:(C)

104.813: W. (C) = 100% W.(A)

The Aug. 2, W.5:(C) high was complete at 104.625, precisely within
the price zone projected for the top. Aug. 2 completed an ABC correction

which we found in the previous daily data analysis earlier in the chapter
wasthe compl etion of aWave-4 correction.
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Bonds Dally Data From July 11, 194 Low To The Aug. 1, 194 High

The chart below shows the daily data for the same period illustrated by the
previous intraday charts. The minor sub-divisions shown on the intraday
charts clearly helped to discern the pattern of the swings shown on the
daily chart. More importantly, the intraday swings fine-tuned the price
projections of the larger degree waves and provided much more narrow
range price targets.

Every intraday chart will not provide symmetrical, minor price
patterns that art of practical value to help project the termination of the
larger degree swings shown on the daily charts. But, many will. For
traders who do not callect real-time data, severa data vendors provide tick
data at the end of the day for a very modest cost. Readers may want to
congder collecting the tick data in order to take advantage of the
information provided by the intraday charts.
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S& P: 60-Minute Data From TheJuly 16, 1996 L ow

The S& P appeared to make a Wave-4 low on the 10:30 bar on Sept. 3. The
low was made at the price cluster that included the 50% retracements from
the July 16 and July 24 lows aswdl asthe 10026 aternate price projection
(W.4= 100%W.2).

What islabdled as the Wave-4 low briefly traded into the price range
of the Wave-1 which violated the Wave-4 guideline. While the eventual
outcome may show that Sept. 3 was not a Wave-4 low, what is important
is that the smple dynamic price projections of retracements and alternate
price projections provided a high probability, minor support zone in abull
trending market.
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S& P: 60-MinuteData

The idedl target for aWave-5 high projected from the Sept. 2, Wave-4 low
fell in the 686.90-696.50 price zone. On Sept. 16, the S& P reached this
price zone which coincided with the parallel channel resistance line. As
you can see from the hourly chart below, the S& P remained in the price
zone for aweek before continuing the advance. While the wave count
shown on thechart may he questionabl e, the projected resistance level was
right-on target.
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Gold: 60-Minute Data

One of the best uses of intraday datais to fine tune price projections. In
April 199, the major trend in gold was down. Gold began a minor rally
on April 19. The May 8 high was made dead-on the narrow range price
projection that included the 50% and 61.8% retracements of the prior two
minor swing highs and the 127% externa retracement where W.C = 127%
W.B.
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Silver: 30-Minute Date

Slver made a triple bottom just a few ticks below the narrow range
retracement zone of the 50% and 61,8% retracements of the prior two
minor lows. Thetriple lop at 497 is a the 61.8% retracement (not shown)
of the corrective decline from the Jan. 27 high to the triple bottom.
Breakouts from triple tops or bottoms are usually dramétic.
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DM: 30-Minute Data

The DM made a low on the morning of May 28 followed by one of the
most significant ralliesin severa weeks. The 30-minute data shows an
amost ideal ABC correction was made between the May 31 high and June
11 low. TheWave-C low was made at the 61.8% retracement of the May
28-May 31 rally which coincided where Wave-C equaled 100% Wave-A
and162%Wave-B.

Notehow this 30-minute dataclearly showstheminor fivewave
Structure of Wave-C.
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Intraday Data

| haveonly provided afew examples of intraday analysisasthe
procedures and techniques are exactly the same as with the daily data
examples.

Intraday datawill often provide an invaluable advantage to the trader,
particularly for confirmingthepriceprojections of the larger degree
swings shown on thedaily charts. The same caution must he made with
intraday dataaswith daily data. Don't read more i nto the datathan what is
there. Don't force awave count when no practical wave count exists. Even
if apractical wave count isnot being made, the intraday data can be
invaluable to project the minor projected support and resistance zones that
help the trader lessen the capital exposure on entry strategies and
protective stop loss placement. Intraday datais aso invaluable for short
term traders.
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Dynamic Price Projections For Mutual Funds
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All typesof dynamic analysis appliesto dl active futures, stock,
mutua funds and cash data. The chart aboveis Fidelity's Select
Precious Metds Mutual Fund- There were two price projections for a
wave5top.

21.95-22-55 23.26-23.50

2195 20000 W.| Expansion 2326, 262%\W.1 Expandon

219W5=10006 W.1 2338 W.5=162%W.4

255:W.5=38.2%W.1-3 2350 W.5=162%W.1
2407°W.5 = 61.8%W.1-3

Thesetwo zones are calculated in advance as soon asthe wave 4
low is suspected to be complete. Which of the two zones should have
had the greater probability of making awave 5 top? Each includes
typica wave 5 projections. Ideally, the smaller degree swings within
wave 5 will providetheided target. The chart on the next page
providesthe smdller degree projections,
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Small Degree Prgections Confirm The Larger Degree Projections
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The chart above shows the smaller degree swingsfrom the March 11,

wave4 low for Fiddity Sdect Precious Metalsfund. The idedl target for
the wave 5 of 5 high would be 22.2-22.59.

22.32\W.5=38.2%W.1-3
2141 W.5=10000 W.1
259 W.5=162%W.4

This price zone overlapped with the larger degree 21.95-22.55
projection shown on the previous page. Thefinal wave 5.5 topwas
made May 31 at 2242 precisdly within the overlap zonefor theideal
wave 5 of 5 high. Fidelity's Precious Meas mutual fund declined at
least 17% from thewave 5:5 top in May 199%.

Dynamic price analysis applies to dl actively traded markets. Every
market will not make atop dead on a dynamic price projection. But
when two degrees of price projectionsoverlap, thereisavery high
probability for trend change within the overlapped price zone.
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The chart above is Fidelity's Sdect Software and Computer Services
mutual fund. Fromthe Jan. 16,1996 low, the price rdlied to the Feb. 23
high just above the 50% retracement. Price then declined into the April
11 low and rdlied again above the Feb. (wave A) high. Once the Feb,
high was exceeded, price projections for awave C high may be made.
The ided target for a C wave high was 38,68-39.51.

38.68: W.C=162% W.B
30.33:78.6% retracement of the Dec. 5,1995 highto Jan, 16, 1996 low.
39.51: W.C = 100% W.A (not shown on chart).

Most corrections do not exceed the 78.6% retracement if the prior
trend isto remain in force. This smple ABC zigzag correction terminated
where wave C equaled wave A, the typical target for wave C.

Thefollowing page shows aclose up of the B wave price target.
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The chart on the previous page showed the price targets for an ABC
collection. B waves are consdered corrections to the larger degree trend

which is aso a correction. In other words, aB waveis acorrectiontothe
correction. B waves are often ABCs themselves.

The chart above zooms in on the B wave of the ABC correction shown
on the previous page Once the minor A wave low was exceeded, the price
target for the minor C wave of the larger degree B wave could be cacu-
lated-Theided price zone for the B wave of the ABC correction to
terminate was the 34.07-33.24 price zone.

3A07- W.cB = 10000 W.aB

3392 50% Retracement (1/16L-2/23H)
B57:W.c:B=16206W.b:B (162%retracement)
33.24: 61.8% Retracement (1/16L-2/23H)

The April 11, Wave c:B low of 33.75 was made precisely within the
ided target zone of 34.07-33.24 which included all of the typical price
projectionsfor an ABC correction.
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Individual Stock Examples
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All Dynamic Trading analysis Techniques and trading strategies
work well on individual docks which are actively traded on the mgjor
exchanges.

Apple computer stock made each significant high on aDynamic Price
Projection during the 1993-1994 rally. The Wave-5 top was made at the
coincidence of the 61.8% retracement and where W.5 = 61.8% W.|-3.
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Netscape stock had awild ride during its first couple of years. It
dramaticaly demonstrates the significance of the 78.8% retracement.

The ABC corrective low in March 19% was madejust afew ticks
below the 78.6% retracement. Thefive-wave high WHS madeinthe
price zonewhere W.5 = 61.8% W.I-3 and the 78.6% retracement.
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AT&T isawiddy Traded dock. The Waves A and C lowswere both
made at the coincidence of retracements.

The Wave-C low was made at the price zone where W.C = 61.8%
W.A and the 50% and 78.6% retracements of two degrees,
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Pennzol's Aug. 1993 high was made at the coincidence of the 61,8%

and 78.6% retracements of two degrees. The chart on the new page shows
four additional lesser degree price projections at the Aug. high.
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Thebox in the chart shows the six price projectionsthat fell near the
Aug. 1993 high. The chart on the previous page showed the two mgjor

retracement targets. The chart above shows the 100% Expansion of W.1
and where W.5 - 1629 W 4.
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Maybeif 1 show agreat examplefrom abig book sdller, they will help
to I this book.

There were two ided price targets for aWave-C low for Barnes and
Noblein mid-1996. The first target waswhere the 50% retracement fell
near the 100% Alternate Price Projection(W.C=100%W.A) and the
second where the 61.8% retracement fell near the 162% Alternate Price
Projection (W.C=162% W.A).

The ADC correction terminated at the second target

4-65



Dynamic Price Analysis

Price Overbalance

A price overbalance is when the price range or percentage change of a
correction exceeds the price range or percentage change of the prior
corrections. A price overbaance is an dert that alarger degree trend
change may be underway.

A price overbalance is not a definitive indication that alarger degree
change-in-trend is underway. But, it isan det sgnd that there is more
buying or sdlling pressure against the trend than has previously occurred.
If acounter-trend swing exceeds in price range or percentage change the
price range or percentage change of al previous counter-trend swings
since the larger degree trend began, it is asgnd to be aert to the price
and pattern position of the market for clues to the trend position.

Price overbalance is alagging indicator. It is only signaed after the
face. While it is not atrade signal, it is an important reference point to dert
the trader to the position of the market,
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Overbalance Of Price Range

L BORDS

Price Overbalance

The rally into the May 23 high overbalanced in
price all of the coreciive rallies since the Jan 4
high signaling the bearish trend may be at or
near completion,

T

+ *

062, 41 0FA, T
ayd Tkt et
- M J J
T 25wl O | Q010 | W03 30 | Liperd | o108 td N

+ +
11y . 1072 831 061N 412

F L. _

ST
M

From the Jan, 1996 highs, bonds declined making minor corrective
ralies of approximately three points. The May rally advanced 3-27/32, a
greater rally in price than any snce the Jan. high. Thiswas a price
overbdance and signaled more buying power was coming into the market
than at any time since the Jan. high. The price overbalance was an adert to
traders that the bearish trend may be coming to an end.

While bonds made a slight new low in June and July, the price
overbalance signaled the trend was at or near the end.
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Overbalance Of Price Percentage Change
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All price analysis of long term trends should be done by percentage
change as well as price range. The largest percentage decline during the
Feb. 1994 to April 1995 raly was 6.05%, The mark declined 8.04% from
the April high to the May low. Thiswas an overbadance of price by
percentage change and signaled the bull trend was probably at or near
completion.

The mark ralied to ahighin July and declined 8.69%, another price
overbalance. The bull trend was complete and amagjor bear trend wasjust
intheinitial stages.

Price overbdanceis alagging indicator, but often vauable as asigna
of an impending or just completed larger degree trend change. While
specific, trading decisions are not made by an overbaance in price signal

traders are derted to the larger degree position of a market by aprice
overbalance.
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Overbaance Of Price Percentage Change
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Gold had been in aprolonged and wide trading range in 1994-1996,
The largest percentage decline was 7.21% fromthe Jan. 1994 high to April
1994 low. If a percentage decline greater than 7.21% was made, the odds
favored abear trend and breakout of the trading range to the downside.

A 7.21% decline from the Feb. 19% high fell at 386,6- In June 39%,
gold declined below 386,6 signaling a bear trend and the probability that
the decline would continue.

The price overbdance shown above at 386.6 is a 100% Alternate Price
Projection (APP) by percentage change of the Jan. 1994 high to the April
194 low projected from the Feb. 1996 high.
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DynamicPricePrgjections ™

These Dynamic Price Projection targets are a simple, yet very powerful
method of projecting the price zones that have the highest probability of
support or resistance and trend termination. There are four important
factors to keep in mind with price projections,

1

These price projections are notforecasting that a market will reach
any one projected price zone. They are simply important symmetrical,
mathematical relationships of past price swings. Support and
resistance and most trend changes occur at clusters of these projections
in al markets. Therefore, wewant to be prepared in advance tor those
price zones that are a cluster of projections. The pattern chapter
described the typical price targetstor each wave sequence.

All analysis and trading concerns probability, not certainty. We want
the probabilitieson our sde. If support and resistance and most trend
changes occur at these price clusters, we have avery important edge
for our trading strategies. We have adefinite piece of informationto
actupon,

Ifa market trends beyond a projected support or resistance zone, more
than likely it will continue to trend at least into the next projected
support or resistance zone. Trend changes are amost dways made at a
coincidence of projected price targets. It follows that if oneis
exceeded, the market will probably continue to the nest.

Take a holistic approach. Price projections must not be taken out of she
context of the other two dimensionsof mar ket activity: timeand
patternanalysis. Priceisjust one of thethreeimportant analysis
factors. Asamarket approaches the projected price zone, the other two
factorswill qualify how important that price projection islikely to be.
Traders must be careful not to focusonjust one dimension of market
activity. The value of the type of market anaysis and trading strategies
taught in thisbook isthat we look at the whole of the market activity.
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Review Of The Ratios That Are
The Mogt Important For Price Projections

Retracements
Internal; 38,2% 50% 618% 78.6%
External: 127% 162% 200% 262% 424%

Alternate Price Projections
618% 100% 162% 200% 262% 424%

Price Expansons.
61.8% 100% 162% 200% 262% 424%

BePrepared In Advance

All price projections are calculated in advance. Assoon as anew swing is
made, the price projections are updated. It is asmple mailer to keep the
price projections updated. If you will do this, you will always be prepared
with avery high degree of confidence for those price zones that have the
highest probability of support, resistance and trend change.

The next page shows asummary of the most important wave compari-
sons and price ratiosto project the target for each wave.
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A Summary Of The Mog Important Price Projection Ratios By Wave

The ratiosin bold occur the mogt frequently for the particular wave noted.
As amarket advances making new swings, more comparisons are
possible. High probability support and resistance zones are found at price
Zones

where severd projections fail at or near the same price level.

End of Wave 2 Price Projections
W.2 = (38.2% 50% 61.8% 78.6%) W.1 (Ret)

End of Wave 3 Price Projections

W.3 = (100% 162% 262%)W.1(APP)
W.3 = (162% 2629%)W.2(Ret)

End of Wave 4 Price Projections

W.4= (100% 162%)W.2(APP)
W.4 = (38206 50% 61.8%) W.3 (Ret)
W.4 = (23.6% 382% 50% 61.8%) W.I-3 (Ret)

End of Wave 5 Price Projections

W.5= (100% 162%) W.I(APP)

W.5 = (38.2% 618% 100%)W.1-3(APP)
W.5 = (127% 162%)W.4(Ret)

W.3-5 = (262% 424%)W.2(Ret)

End of Wave B Price Projections (ABC zigzag)
W.B = (38.2% 50% 618% 78.6%) W.A (Ret)

End of Wave B Price Projections (ABC irregular)
W.B ={127%0 162%)W.A (Ret)

End of Wave C Price Prgjections

W.C = (61.8% 100% 162%)W.A(APP)
W.C = (162% 2629%)W.B(Ret)
W.C = (38.2% 50% 618% 78.6%) W-I-5(Ret.)
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Dynamic Time Analysis

"Thefuture is a repetition of the past and each mar ket
movement is working oat time in relation (proportion)
to some previoustime cycle."

W. D. Gann

In the Dynamic Time Analysis chapter you

* Learn how to project well in advance thetime periods
with the greatest probability of trend change.

* Learn the difference between dynamic and datic time
cycles,

* Learn the most important time projection technique,
Time Cycle Ratio projections.

* Learn which ratios and swing comparisons are the most
important for time projections.

* Learn which time counts are the most important and how
to integrate them with the Time Cycle Ratio projections,

* Learn how the time projections cluster to provide narrow
bands of time that project future trend reversals.
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Project The Time Of Trend ChangesIn Advance

Does your technical analysis methods include atime analysis
methodology that will project the high-probability time of trend change,
often to the exact day? Dynamic Time Analysis doesjust that-
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The previous chapters taught you how to analyze the pattern position
of the market by the Elliott Wave Principle to understand if a market was
in atrend or counter-trend postion and when to identify the termination
of atrend. Inthe Dynamic Price Analysis chapter you learned how to
project well in advance the specific price zonesfor support and resistance
and trend termination.

This Dynamic Time Andysis chapter will teach you to project the
minimum and maximum time targets for atrend or counter-trend and the
specific, high-probability datesto anticipate trend termination.
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Time, Price and Pattern Coincide To Signal Major Trend Change

A comprehensive analysis of the whole market position signalsto the
trader the lowest-risk and highest profit potentia trade set-ups. When
time, price and pattern projections coincide, change isjust about
inevitable.
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Is the example above unique? Of course not! Every market provides
frequent low-list and high profit potentid trade set-ups. When you have
mastered the Dynamic Time Anaysistechniquestaught in this chapter,
you will often be prepared days, even weeks, in advance for the dates
when trend changes will unfold.

When you integrate dynamic price and pattern analysis with dynamic
time analysis, you will have acomprehensive view of the market position
and the information you need to make high probability trading decisons.
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Market Timing Based On Redlity

Before describing the specific techniques of change-in-trend, time projec-
tion, |1 will briefly discuss the background of time analysis.

Traditional cycle andysis is based on the concept that time cycles of
human activity arc linear and of fixed periodicity. This concept isderived
from two concepts that attempt to relate the cycles of the financid and
commodity markets to linear, fixed-periodicity cycles.

Calendar Cydes

We record periods of time by days, weeks, months, years, etc. in accor-
dance with the relationship of the earth, moon and sun. These calendar
periods are precisaly defined and predictive of fixed-periodicity and serve
us well for record keeping purposes and accuratdy reflect the seasond
and agricultural growth cycles. They seem to imply that events progress
in regular fixed periods-

Physcal Cycles

Fixed length cycles are found in many other relationships in the physics
of nature, such as sound and light frequencies. While these cycles may
appear to beirregular, they are composites of many individud, fixed
length cycles. These cycles are areaction to aphysical phenomena, not
aresult of an interna growth process.

These calendar and physical cycles are easy to understand and
observe. They apped to the andytica type with ahighly developed |eft
brain who warns everything to easly work out in mathematical precison
and prediction. It is a mistake to believe that the cycles of human nature
aso unfold in periods of fixed periodicity- All freely traded markets are
driven by mass psychology - periods of optimism and pessmism of the
groups of participants. The sodd cycles of mass psychology are not of the
same nature as the physica and calendar cycles. Mass psychologicd
cycles unfold in a dynamic process of growth by cycles that are not of
fixed length periodicity but are continually expanding and contracting in
relationship to prior cycles.

Cycles of fixed length periodicity are cdled static cycles as they
imply that the same cycle or condition will endlessly reped over time.
Static cycles imply change, but not growth. Static cydes imply that a
previous condition will continuously repest at predictable fixed periods.
Static cycles are represented geometricaly by acircle,

Dynamic cycles represent growth, evolution and expansion. They
represent a repetition of the process, and the process will be connected to
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the past but not duplicate the past. Aswe shdl see, dynamic cydesimply
that conditions will repesat in relation to prior cycles by dynamic, growth
proportions, not static, fixed repetition. Dynamic cycles are represented
geometricdly by aspiral. A spird is acirclethat is evolving and
expanding.

The Theory Behind Static Cycles

So-cdled component cydes (individud,, fixed-length cydes) are combined
into acomposite cycle (the summation of The underlying component
cycles) in an attempt to mirror the past time activity and project the rime
activity of the future. If time cydes of human activity, including financia
market activity, were a composition or summeation of component cycles of
Used-length periodicity, a composite cycle that would mirror the pagt and
accurately project time of change into the future would be possble ifall
component cycles and iheir proper phasing were known.

After decades of sophisticated research from this perspective,
including massive computer power and millions of research dollars,
consistently, reliable future projections of time activity have not been
achieved by summing aleged, fixed-length component cycles into a
compoditecyde How isthispossble?\Why hasn't thisproblemor
challenge been solved? Isit thefailuretoidentify al underlying,
component cycles and their proper phasing? | don't think o,

The problem has not been solved because the solution is attempted
from abdlief in a concept that does not exist in the reality of time and
growth process of human psychology. Timeis not linear, bat multidimen-
sond and non-linear. Time does not unfold in linear cycles of fixed-
length periodicity. Timeunfoldsin evolving, growth cycles of dynamic
proportion.

All methods of time anaysis of the price activity of the financial and
commodity markets that assume that cydes of fixed-periodicity are the
underlying cause of market cycles have consistently failed with one
exception. The history of "cyde' anadysis of the financia and commodity
markets is a history of perpetuating the myth that fixed-length cycles exist
and provide predictability for investors and traders. Study the history of
cycle analysis including the analysis and predictions of past decades and
you will find a history of no more than coincidental success.

The exception to thiscondemnation of fixed-length cydesisthat
markets often exhibit atemporary rhythm of relatively fixed-length- short-
Term cycles. They are temporary in that they usually are evident for only a
few days or weeks. They are relatively fixed-length because the cycle
length (low-low) will vary by 10% or so. The cycles are short-term
because they usudly are only afew daysto afew weeksin length. Any
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one market exhibits these short-term rhythms less than one-third of the
time.

The Theory Behind Dynamic Cycles

The Universe does not sponsor stasis or regression. Everything in the uni-
verseisconstantly evolving, expanding, growing. Time cycles of mass
psychology, including those rdated to the financial markets, are related
to evolving, dynamic ratios of growth, not static, fixed period divisions.

If market activity is to be understood, that understanding must be
based on an accurate concept and theory based on redlity, as well as
specific analytical techniques that alow one to project the future historical
effects with consistent reliability.

Ratio and proportion are important concepts from antiquity. Markets
evolvein proportion to past time cycles by dynamic growth ratios.

Price movements in the financid markets reflect the optimism and
pessimism of the participants, hi other words, price movements are a
result of the mass psychology of the traders and investors participating in
the market Psychologicd unfoldment is always a dynamic process, one
of growth and evolution. Therefore, market cycles must be related in a
dynamic manner.

The current podtion of a market is related to its past condition, as no
effect is without a cause. The curat postion of amarket isrelated to its
past pogition by dynamic, growth cycles, not by static, fixed cycles.
Current cycles are hi dynamic proportion or ratio to prior cycles. The
most important scries of dynamic ratios, known as the Fibonacci ratios,
are those related to the Divine Proportion, 1.618.

Waves of amilar degree will relate in dynamic proportions in timejust
as they do in price. This does notjust mean that one cycle is only related
to one past cycle, but that any one cycle should be related by mogt if not
al, prior cydes of waves of smilar degree. As a market unfolds, it will
weave a dynamic web of time and price proportion just as any one of the
three dimensiond, regular polyhedra (Platonic solids) weave a dynamic
proportion of space between edges, Sdes and vertices.

Ideally, we would know the cause of cydlic activity in human affairs
which should then alow us to project those cycles of change with preci-
sion, | don't know what is the cause. I'm in good company, because
neither does any one ese that I'm aware of! While the study of such fields
as chaos, non-linear dynamic, geometric growth patterns and other related
subjects provide grester understanding and insight into the unique nature

of time and growth processes, they have not yet provided a specific
answer

as to what is the cause.
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From the standpoint of trading, cause is not particularly relevant. We
are concerned with the other side of the equation, effects. We measure the
effects of market activity (historical data) to see if there arc consistent
relationships that dlow for some degree of predictability of the future.
We develop amodd of how things work which provides a bass for under-
standing how the process unfolds and a guide for the application of certain
projection techniques.

| have discovered from the study of past historical data that attempting
to relate market cycles to composte cycles which are a summation of
fixed-length, component cyces simply does not work to a reliable degree.
This suggests that the modd of relating financial cyclesto composite,
physical cyclesis not correct.

| have found that the mgjority of trend changes occur when severa
past cycles are related at or near a single point in time by the same
dynamic cycles (ratios) that arc found in other natural growth processes.
The best modd for thisisthe geometric growth processes that are found
in crystal structures which grow in the same geometric relationships found
intheregular polyhedra.

While amodd of a process does not necessarily reveal the cause, it
helps usto gain a better understanding of what is going on as well as keep
us on track hi further study and research,

| would strongly encourage dl traders to pursue the study of geometric
solids and growth as well as chaos, non-linearity and multi-dimensional
time. You will gain agreater understanding of how markets unfold and
may even discover the cause. But, be very careful! Such a study can
become an obsession, and you can easily lose sight of the goa whichis
Trading Profits. We can discover al we need to know for trading from
a study of effects (historical data) and save the intellectual pursuits for our
freetime.
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Projecting The Time Of Trend Change

For most traders, timeis the most difficult dimension of market activity
to anticipate. Y et, time isacritica factor in our market anaysis. If we are
ableto enter and exit atrade at the right time, we are able to take al the
gain or profit that is available from any market movement regardless of
the extent of the price move. That isthe best that can be done.

W. D. Gann recognized the importance of time cycles or the time
factor ashe cdled it for trading analysis. Aswith price, he recognized that
amarket unfolds in proportion to prior cycles, just as a crystalline
structure unfolds in well defined, predictable structure and proportion.
Unfortunately, Mr. Gann once again did not describe which proportion
(ratio) or which previous time cycle acurrent market is "workingout in
relation to."

Price and time are the effects of the same cause. Time = Price or as
W. D. Gann said: "When time and price square, changeisinevitable.”

A well accepted and implemented method of price projection in
market analysis isto use the Fibonacci, dynamic, growth ratios of .382,
-618, 1.618, etc. Y et, the same analysts will use static, fixed length and
equal division ratios for time analysis. Thisreflects alack of under-
standing of the equality of timeand price and that time and price are the
effects of the same past causes.

If time and price are the effects of the same cause, the same
techniques usedfor price analysis should be applicableto time

anallyss.

There are two methods of dynamic time analysis: Time Cycle Ratios
and Time Rhythm Zones. Each complements the other. Time Rhythm
Zones projects abroad period with avery high probability of trend
change. Time Cycle Ratio projections are very narrow time zones of just
afew days from where most trend changes lake place. When the Time
Cycle Ratio period coincides with the Time Rhythm Zone period, the
oddsincreasefor trend change.

Each of the two methods arc dynamic in that they adjust for recent
market activity. Each method is aleading indicator in that the time
projections are made well in advance in the same manner as the price
projections,
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Time Cyde Ratios

Prior time cycles are proportioned and extended forward in timein the
same manner asprice cycles are proportioned for retracement, aternate
cycle and extension. The generd term | use few this method of time
anaysisis TimeCycleRatios™ (TCR).

The time of change will occur at a "cluster” of important ratio relation-
ships of past cycles dl faling withinanarrow time zone, usually of 2-5
days, with intermediate term swings and often aslittie as 2-5 hourswith
short-term swings, | cal these projected time clusters a Projected Turning
Point Period™ (PTPP), Projected Turning Point Periods should be viewed
as periods of change when energy enters or exits the system (market). If
the market isin balance (consolidation, trading range), price will
frequently begin abreak-out of the trading range at a Projected Turning
Point Period (energy entering a balanced system). If amarket is trending
into aPTPP, atrend reversd is likely.

Projected Turning Point Periods should be consdered in the same
manner as projected price zones. Each represents a high probability zone
of support or resistance. PTPPs are lime support or resistance zones.

Time Cyde Ratio™ Projections

Time projections are done in exactly the same manner as price projections.
A prior time cycle is proportioned and projected forward from the end of
the cycle or from an aternate cycle pivotjust aswe do with price. Itis
important that traders learn the terminology and labels for the time
projectionsin order to be able to quickly recognized what isbeing
described on the charts and time projection reports.

The time between any pair of pivots can be measured, proportioned
and projections made. However, there arc afew awing relationshipsin
time that are the most important for projecting future dates with a high
probability of trend change. First, | will describe theindividual TCR
methods. Wewill then see how they are combined to project future time
zones called Projected Turning Point Periods™ that have ahigh
probability of trend change.
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Time Retracements (TR)

A Time Retracement is the same as a price retracement. It is the amount of
time that amarket moves counter to the prior trend. As amarket advances
or declines, there will be more than one prior swing extreme from where
to measure time retracements. In other words, we will have two or more
degrees of retracement to consider.

Time Retracement ratios are similar to those used for Price
Retracements. Note that 78.6%, aratio that is very important for
priceretracements, isusually not important for time retracement.

38.2%, 50%, 61.8%, 100%, 162%, 200%, 262%.

Time Retracements are projected in the same manner as price
retracements The lime range of A to B is measured, proportioned and
projected forward from B to calculate time retracements. As long as price
is declining away from the swing high at B, the lime retracements are
potentia periodsfor alow.

Time Retracements
50% and 62% Time Retracemenl of the AR swing

B

\ 0% 62% 0% 629

X A,

Time Range of Price Swing

Time Range
Frojecied Forward
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Most markets make corrective highsor lows at or,very near Time retrace-
ment in the same manner as the highs and lows are made at or very near
price retracements. The March 2. 194 low in gold was madejust one day
prior to the 50% retracement in time of therally fran the Sept. 13, 1993 low
to Jan. 5, 194 high. The April 22 low was made one week prior to the
100% time retracement.

The chart below appears to have many days with no bars. It is acalendar
day chart whichincludes spacesfor al non-trading.
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How The TCRsAreLabded On The Chart

TCR (Time Cycle Ratio) projections invol vetwo or three pivots. Thetime
period between two pivotsis proportioned and the projections are made
from the second point. The TCR labd isalways placed at the second date
fromwhere the projections are made. In theillustration above, thetime
period from the Sept. 13low to theJan. 5 high ismultiplied by 50% and
100% and the product is counted forward front the second date, Jan. 5. Y ou
can seethe TCR labd baow the Jan. 5 date which indicates the projection
was made from Jan. 5.

Alternate Time Cycle Ratio projectionsinvolvethree pivots. They will
be described and illustrated | ater inthe chapter.
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Calendar Days Ve s=s Trading Days

There will be little difference to the projected dates whether calendar or
trading days are used. Keep in mind that we are proportioning a period of
time and projecting forward the proportion of time. We are not making
static counts.

The gold chart on the previous page shows the 50% and 100% Time
Cyde Ratios by trading and calendar day counts. The TD and CD time
retracements are only one day different in each case.

5/13/93.1/5/84 0% Projected Date
T8 TD 39TD March 2
114 CD 57 CD March 3

The 50% time retracement isonly one day different whether counting
forward 39 trading days or 57 caendar days from Jan. 5,1994. Theratio
of trading days to calendar days of any time period will be about 70% or
5/7, Trading day and calendar day projected dates will only be different by
1-3 days depending on the length of the period projected forward and how
many non-trading days there are in the elapsed period to the projected
date. TCRs should be done by calendar clays for the most accurate results.
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Time Retracements
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The Aug. 2, 1993 high in gold was made dead on the 61.8% time
retracement of the July 20 high to March 10 low. A minor high was made
at the 50% lime retracement. Every high or low in every market will nor
be made right on atime retracement date. But, like price retracements,
most significant trend changes will be made at or very near atime
retracement.
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The Oct. 5low was madejust one day after the 50% time
retracement.
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The Nov. 22 low was made dead on the 61.8% time retracement
of the Oct. 9 low to Jan. 31 high (DJA close-only data). Note that
Nov. 22 was a higher low than the one made in April. Thisis an
example of atrading rangeterminating a aTCR projection.
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Time Retracements
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The decline from the July 19 high stopped at the 61.8% time
retracement and completed one trading day prior to the 100% time

retracement.
Therally that followed made atop on Oct. 23, one trading day after

the 61.8% time retracement.
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Time Reracements
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The decline from the Oct. 25 high stopped one trading day prior to
the 50% time retracement. The slightly higher low was made at the 61,8%
time retracement which was followed by a sharp advance.
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The counter trend low was made just three trading days after the
61. 8% timeretracement.
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The July 12 high was made at the 100% Time Retracement and the
Aug. 5 low at the 61.8% Time Retracement.
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Alternate Time Projection (ATP)

Alternate Time Projections are caculated in the samemanner as Alternate
Price Projections. In the case of ATPs, the time range of trend swings are
compared with prior trend swings and the lime range of counter-trend
swings are compared with prior counter-trend swings.

Alternate Time Projections
The most important ratios to use for ATP projections are:

38.2%, 50%, 61,8%, 100%, 162%, 200%, 262%, 424%.

The time range of the prior alternate cycle is measured, proportioned
and projected forward from the beginning of the new swing. The time
range from pivot number oneto two is measured, proportioned and
projected from pivot #0.

Alternate Time Projections
The 62% ATP from the prior swing

Time Range of Priar
Alternate Swing
Frojected Porwand
From The Beginning
4 The Mew Trend

62% ;
N /0 B

Time Range of Prior
Alternate Swing
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Alternate Time Projections may be made from other prior swings In
the same direction as the current swing. In the illustration below, the
time of the second aternate swing from pivot #3 to #4 is measured,
proportioned and projected from the current pivot #0.

Alternate Time Projection
The 62% ATF from the second swing back (ATF.2)

Time Range of Second
Alternate Swing Projected
/ Forward From The Beginning
2 Of The New Trend Swing.
4 ﬁil%
Time Range of Second

Alternate Swing

The chart examples on the following pages will illustrate many
variations of the Alternate Time Projections, The important factor to keep
inmind is that time projections are mode in the same manner asthe price
projections.
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Alternate Time Projections
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Alternate Time Projections always involve three pivots. In the
illustration above, the raly from the March 10 low to the May 28 high is
proportioned and projected from the next low of June 14. In these chart
examples, the ATP labd (Alternate Time Projection) is always shown at
the pivot from where the projections are made. The Aug. 2 high was
madejust one day prior to the 61,8% ATP. The Sept. 13 low was made
deed on the 100% ATP where the time range of wave C equaled the time
range of wave A.

It should be clear from this chart how the Alternate Time Projection
method is the same as the Alternate Price Projection. The number and
letter 1abeling above are Elliott Wave counts. A typical relationship of a
wave 5 price range is 61.8% of the price range of waves 1 through 3. In
the case above, the wave 5 time range was 61.8% of the time range of
waves 1 through 3. A typical price relationship of an ABC correction is
for the time range of the C-wave to be equal to 100% of the time range
of the A-wave. Thiswas also true of time for the Sept. 13 low in gold
shown above.
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Alternate Time Projections
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The three bear-trend, gold swings shown in the chart above arc each
related to each other by dynamic ratios. Aug. 14, 194 was the 50% ATP
of the prior bear swing of Jan. 5 to April 22. Aug, 14 fell on the weekend.
The next Trading day, Aug. 16, thefina low was madethat preceded the
sharp advance.

The Dec. 5 low was made one day after the 61.8% ATP. Every high
and low will not be made dead-on an alternate time projection, but most
will fall at or within afew time periods of one of the major ATP ratios.
Alternate time projections are always viewed within the context of other
time factors. Aswewill ssein later examples, the moretime projections
that fall within aperiod, the greater the probability atrend changewill be
made.
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Alternate TimePrgetions
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The Oct. 17 high was made right on the 61 .8% ATP. Bonds have
continued higher. The next significant top will probably bemade at or
near an ATP.
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Alternate TimeProgjections

B e Tomdr - — - [T. BOWDS  LISSpea |
150
o ‘f U |. ‘r—ﬂ 1180
Tikiwts
1houts ELL 2] ﬂ:m" 1080
]'h' L1080
AT ek
o
- ﬁm i
Tl - "gﬁ
H o 3 F ] A W 4 J A
Th AR5 | 21111 |H1‘-'1‘1B LY | c11d [ |

The March 16 high was made one trading day after the 100% ATP.
The June/July topswere made within acoupledays of the 100% and
162%ATPs.
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Alternate Time Projections
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The S&P made alow just two trading days after the 100% Alternate
Time Projection, Trading range or consolidation periods often make highs
and lows at or very near 100% ATPs,

The chart above is adaose-only chart. If amarket becomes very
volatile with wide range days near trend changes, dl andyss should be
considered from close-only dataaswell asdaily range data.

Note that alow was made in early March that was dightly below the
April 10low. While March made a slightly lower-low than April, the
April 10low completed the corrective period. It wasfrom April 10that
the new bull trend began the raly to anew high.
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Alternate Time Projections
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The C wave of this ABC rally was exactly equd to the number of
trading days of the A wave.
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Thewave 5 low was made on May 28, one day prior to the 61.8%
Alternate Time Projection of wave 3.
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Other Time Cycle Ratios

Time Retracements and Alternate Time Projections are the two most
consistently reliable Time Cycle Ratio projections. A TCR may be made
from any two pivots and an alternate TCR from any three pivots. The
following pages illustrate many other Time Cycle Ratios that are not Time
Retracements or Alternate Time Projections.

Time Cycle Ratio Projections High-to-High Cycle
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The March 31 high was made at the coincidence of the 100% high-high
Time Cycle Ratio projection of the Sept. 28 high to Dec. 29 high and three
trading days before the 61.8% high-high Time Cycle Ratio projection of
the Sept. 28 high to Jan. 23 high.
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Time Cycle Ratio Projections Low-to-Low
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TheAug, 22 low was madejust one day following the 162% TCR
projection of the March 10 ro May 11 lows.

High-lo-high and low-to-low projections are commonly considered cycle
projections. Contrary to popular opinion of traditional cycle analysis, high-
to-high and low-to-low cycles are usually not repetitive, fixed periods.
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Time Cyde Ratio Projections Low-to-Low
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The Oct. 17 low was made within one day of the 61.8% cycle
projection of the prior two lows.
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The June 5 and July 26 lows were each made at TCRs of the
prior two lows.
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Time Cyde Ratio Projections Low-to-Low
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Bach of the minor lows during this period for the British Pound
were made at TCRs of the prior two lows. Traditional "cyde' analysis
continue to perpetuate the myth that low-to-low "cydes' are repetitive
and fixed period. We can see the low-to-low cycles are more frequently
dynamic proportions of past cycles, not static, fixed length cycles,
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Time Cycle Ratio Projections. High-to-High
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As the mark declined, highs were made within afew trading daysthe
61.8% TCR of the prior two highs. The early Feb. high only lasted about
aweek. The Dec. 27 and March 29 highswerefollowed by intermediate

declines to new lows.
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Time Cycle Ratio Projections L ow-to-Low
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The Aug. 22 low was made at the 50% TCR of the prior Dua Cycle
or doublelow-to-low period. Thislow wasaso at the 61.8% Time
Retracement.
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Time Cycle Ratio Projections
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The June 4 low was made at the 61.8% TCR of the prior Dual Cyde

(U/AL-3/1L-4/8L).

The chart above shows three of the TCRs that coincided at the June 22

low. The 10026 Alternate Time Projections (5/20H-6/4L projected from

the 7/9H), the 50% Dua Cyde Projection (3/1L-6/4L) andthe 50% Time

Retracement (6/4L-7/9H),

Mog significant highs and lows are made &t the coincidence of severd

TCRs.
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Time CydeRatio Projections
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All of the lows during this unusually prolonged trading range
period for the Jgpanese Y en were related by proportions of one and its
even divisons and multiples. The Feb, 9,1996 low was made a the
200% TCR of the prior Cycle (L-L). The July 5 low was made at the
100% TCR of the Dua Cyde. A Dua Cycleis three consecutive lows
or two consecutive low-to-low cydes. In this case, the Dual Cycle was
from the Sept, 15,1995 tow to the Nov. 2,1995 low to the Feb. 9,
1996 Iow (L-L-L).

TheJune 12 low was made a the 100% TCR of theprior Cyde
(L-L). The next low on July 12 was made on the 50% TCR of the prior
Cycle (L-L). TheApril 11 low was made at The 61.8% TCR of the
prior Cyce. Thisprojection is not illustrated in the chart above, but
you can seethat 62CDs is 61 .8% of 99CDs.

All of the distinct pivot lows during the period shown above are
linked to prior cycles and dual cycles.
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Alternate Time Prgection Variation
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This TCR has taken the period from a low-to-low and projected from
the intervening high. Thisis another form of the Alternate Time Projection
where a period between two pivotsis projected from a third pivot.

The low-to-low period from April 11 to May 8 is 27 calendar days.
That period is projected from the intervening high on April 26, The 100%
Alternate Time Projection fallson May 23, the exact day of the next high.

Remember that the date with the ATP labdl is the date the projection
Is made from. In the chart above, the ATP labd isjust above the April
26 date. The initial time period measured isfrom April 11, 19% to May
8, 1996. This period is projected from April 26, May 23 is the 100%
ATP projected from April 26.
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Alternate Time Projection Variation
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The 162% TCR of the April 26 high to May 23 high is projected from

the intervening low of May 8 for aprojected date of June 21. The next low
fell just one day earlier on June 20.
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Time Cycle Ratios In The Stock Market
Likedl factorsof Dynamic Trading, Dynamic Time Analysisworksindl
actively traded markets.
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The Dec. 7,1994 low in AT& T was made where the time range of
Wave-C was 61.8% of thetime range of Wave-A. The Dec. 7 low at the
61.8% ATP coincided with the 61,8% Alternate Price Projection.

Thereisavery highprobability of trend changein any market when
the same ratios of price and time factors coincide like they did at the Dec.
7 low for AT& T, While this set-up is not frequent, itisavery high
probability trend reversal st-up.
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Barnes and Noble Makes Important Low at the Coincidence of Time,
Price and Pattern

I'm gtill hoping for abig push by Barnes and Noble for my book so let's
take alook at another example of their Stock.

This chartis aperfect example of the integration of time, price and
pattern analysis. The July 16, 1996 low was made at the coincidence of a
38,2% time retracement and 61,8% priceretracement. Note how the Jan.
5,1996 to May 23, 199 raly was an ided five-wave sequence and the
May-July decline was aperfect ABC correction into time and price

support
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Isevery important high and low made at the ideal coincidence of
projected time, price and pattern? Of course not. But many are. The
trader'sjob isto keep aert and be prepared and identify the best
opportunities asthey are unfolding.

Trading isnot about forecasting the future. Trading isnot about
having an opinion of the podtion of every market dl of the time. Trading
isabout recognizing and taking action on high-probability/low-capital -
exposure opportunities. If you approach trading from any other
perspective, it will only become a very codly hobby, not a profitable
business.
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Trend Vibration™

The Trend Vibration (TV) method of time projection uses the concept of
Time Cycle Ratio projections but in aunique manner. Trend Vibration
time projections assume that the initial thrust and counter-trend of a
market trend often provides the time range that projects subsequent highs
and lows within the ensuing trend.

Initial thrust and counter-trend is another way of saying cycle. Cycle is
another way of saying vibration. In Elliott wave terms, waves one through
two is the initial vibration of a five-wave, impulse-trend. More impor-
tantly, the final pivot of the trend should be made on a proportion of the
initial "vibration."
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Theinitial "vibration" of the bond trend that began in early Nov, of
1994 |asted from the Nov. 7 low to the Jan, 25 low. Note that the Dec. 28
high was made at the .618 division of the initial low-to-low' cycle or
vibration.

The subsequent TCRs of the initial low-lo-low cycle are shown in the
chart above. The March 16 high was made one day following the .618
TCR, the April 19 low three trading days after the 100% TCR and the
June 2 top precisely at the 1.618 TCR of theinitia vibration. The generd
rhythm of the trend was related to the initial vibration. More importantly,
the trend terminated right on a TCR of the initial vibration.

5-38



Dynamic Trader - Chapter 5

Trend Vibration
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The initial vibration from the Aug, 15 low projected both the first and
final top of the rally that completed on Jan, 19. The Dec. 6 top was mede
precisely on the 162% TCR of the initid vibration and the fina top of Jan.
19 was madejust one day after the 262% TCR.

Theinitid high of Sept. 14 was made near the .618 division of the
initia vibration. Ifthe initial highis made near the 50% or 62% division
ofthe initial vibration, there is a greater chance that the trend will
progress in dynamic proportion to the initial vibration and the trend will
terminate  on a dynamic proportion.
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Trend Vibration
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The initia vibration set up the rhythm of the trend into the Jan, 5 high.
A high was made at the 162% TCR of the initid vibration and the tow of
Nov. 29 was made one day prior to the 262% TCR. The fina top on Jan. 5
was made one day prior to the 424% TCR of the initia vibration.

5-40



Dynamic Trader - Chapter 5

Trend Vibration
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Wouldn't it be nice if every trend vibratedto the initid rhythm and
completed deaden a dynamic TCR of the initia vibration? If this were the
cass, wewouldn't need any other analysis techniquesor trading strategics.
Unfortunately, it'snot that smple. Fortunately, the market will let us
know in advanceif atrend is "vibrating" and if it should make thefinal
top a aprojected TCR of the initia vibration.

I've shown adynamic Trend Vibration for the SPX using two different
initial vibrations. The Trend Vibrations are projected forward from both
the April 4,1994 to Dec. 8, 1994 low-to-law vibration and the June 24,
19 to Dec. 8, 19 low-to-low vibration. None of the minor highs and
lowsduring the consistent bull trend were made at the TCRsfrom either
of these two potentid initid vibrations.

Sincethe S& P bull trend does not appear to be consistently vibrating
tothe initid vibration, we cannot have a high degree of confidence that the
final top of thebull trend begunin April 1994 will be made on aT CR of
the initid vibration,
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Trend Vibration
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All of the minor highs and lows of the bear trend in the yen were made
within one or two trading days of aTrend Vibration of either theinitial
vibration (April 18 highto May 26 high) or the subsequent vibration
(May 26 high to June 27 high) just prior to the beginning of the consistent
bear trend.

The Sept. 15 low was madejust two trading dayspriortothe 262% TCR
of the second high-to-high while the double bottom of Nov. 2 was made just
one day prior to the 424% TCR of the initial vibration.
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Trend Vibration
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Thefina wave 5 low was madejust threetrading days ate the
162% Trend Vibration. While wave 3 and 4 did not hit dead on the other
TCRs, the rhythm was definitely evident as copper declined.

A timing decison should never be made soley on the basis of a TV
projection. Trend Vibration projections must be considered within the
context of the other timing factors. However, considerable weight should
be given to TV projections for lime projections of the termination of a
trend if the market has been trending in rhythm to theinitial vibration.

Note that the Wave-1 low was made near the 618 divison of the
initial high-to-high vibration. This signaled early on that the trend would
have a high probability of vibrating to the initia vibration.
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Time Counts

Time counts are calendar day or trading day countsfrom prior swing
pivots. The counts that most traders are familiar with are the Fibonacci
number series (3, 5, 8, 13, 21, 34, 89, 144, etc.) and some of Gann'stime
counts such as the squares of 90, 144, 360, €tc.

What do we mean by the "square” of anumber? A square of anumber
issimply the series of divisons and multiples of that number. For in-
gtance, the series of numbers of the "Square of 144" include 36, 72, 108,
144, 180, etc. Each of these numbers are multiples of 36 whichis 1/4 of
144.

Some markets make trend changes at aparti cul ar seriesof numbers
morefrequently than others. For instance, gold often makes trends
changes at calendar day counts of the Fibonacci number series. Currencies
often make trend changes on calendar day counts from the "squares of 90
and 144" or at divisions and multiples of 90 and 144 such as 30, 60, 72,
90, 144. It is asmple matter to research past trend change dates for any
market and discover if particular calendar day or trading day counts are

frequently repedled. If they are, those time counts should be considered
for that particular market,

Anniversary Dates

Markets often make atrend change at or very near the date of prior trend
changes. Sometimesit is uncanny. Anyone who will look at along history
of any market will find how often trend changes unfold exactly on or
within one or two days of trend changes in past years.

By keeping the swing filefor each market up-to-date, traders will have
a complete record of the anniversary dates of past years. Sort the dates by

month and date to put the filein the proper order for an anniversary date
file.

While many trend changes fall at or within a day or two of
these ime cownts and anniversary daves, Time Cycle Ratio
prujections are far more importont. Time counts and anniversary
deates should only be used as confinning factors for Projected
Turning Point Periods.

The following page includes atable with the most useful time counts
and anniversary date periods.
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Almost every intermediate high and low shown above was made at or very
near one or more Fib calendar day counts from aprior high or low. Time
counts are supplementary time factorsto the TCR projections.
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Time Counts

Thefollowing two daily charts of the Deutsche Mark show how amost
every pivot high and low was made within two calendar days of either a
Fib or Square-of-90 count. Currency traderswho do not remain aware of
the dates of these counts are missing out on the value of avery reliable
timeprojectiontechnique.
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Time Counts

Bonds usually make at least an intermediate degree trend change within
1-3 cdendar and trading days of aFib count. The two charts below show

severd intermediate and major trend changes that fell on or near the 55,
144 and 233 counts. Bond traders; should always havethe Fib CD and TD

projections up to date.
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Time Counts
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Each of the significant highs and lows during this consolidation
period for the S& P were made on or within a couple days of a72 or
144 calendar or trading day count. Thisis no: coincidence. The S&Pis
not arandom market. Every trend changein the S& P will not be made
on a 144 or Fib time count but many, if not most, will be. If you area
gock market investor or trader do you think It isworth your whileto
keep these counts up-to-date?

Trading decisions should not be made by time counts aone. Time
counts are considered in relation to the Time Cycle Ratio projections.
W. D. Gann has taught usto "use dl of the tools, all of thetime." By
keeping all time analysis factors up-to-date, the periods with ahigh
coincidence of severa time factors will stand out.
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The DJA began aconsistent, record breaking bull trend from
the Nov. 1994 low. Minor reactions were made at the 55 and 89
cdendar day counts from thelow. The trend made alop

followed by the largest thru Sept, 1995just one trading day
following the 233 cdendar day count from the low.
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The stock market often completes sharp declines on or near a
55 caendar day count. Do you know the date of the most famous
55-CD panic decline?
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Time Counts
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Who can forget the Aug. 25,1987 to Oct. 20, 1987 panic decline?
The Oct. 20 low was made 56 caendar days from the Aug. 25 top. The
closing low on Oct. 19 was 55 calendar days from the closing high of
Aug. 25. Note how the second leg of the decline was the panic leg.
Take another look at the May - July 1996 decline on the previous page
for the smilarity.

Individual markets and securities will often have their own peculiar
timing factorsthat will only be reveded to the dedicated analyst that
takes the time to become thoroughly familiar with each market he or
ghe intendsto trade or invest. Let the system junkies continuetheir
illusive andfruitlessquest for the holy grail of system trading. It's up
to you to learn the business of speculation if you desire to be
successful. Part of that learning curve is to become thoroughly familiar
with the details of market history. Takethetimeto gain the knowledge,
andyour effortswill berewarded.
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Anniversary Dates
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At the beginning of every month, the anniversary datefile should
be reviewed for potential dales of trend change during the month- The
above swingfileincludesal pivot reversals that were followed by a
minimum of
a 5% price reversd that lasted at least 21 days.

The graph above the tabletotal sthe swing pivotsfor the 15 year
period from June 1981 through Sept, 1996. Note that Aug. is by far the
most frequent month for bond trend change. In the 15 year period, only
one trend reversal of 5% or more in price has been madein Dec, The
odds favor acontinuation of abond trend through Dec. each year with
only minor (less than 5%) pricereversals. During this 15 year period,
al trend changes made in Jan. have been highs. If bonds are declining
into Jan,, the odds strongly favor acontinuation of the decline without
a5% or greater price reversd.

Simple Satistical record keeping such as anniversary dateswill
provide awedlth of information and is critical timing information to
complement the Time Cycle Ratios and Time Counts,
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Short-Term, Fixed-Length Time Cydes

Having spent agood amount of time at the beginning of this time analysis
chapter warning against the use of traditional fixed-length cycle analysis, |
will now describe the limited conditions when fixed-length cycles are
evident in market activity and how they may be used to understand the
position of the market and contribute to the trading decision.

Occasionaly, amarket will fall into arhythm of relatively short-term,
fixed-length cycles. We will not know in advance if a relatively consistent
rhythm will be established. The rhythm will only be evident after it has
made several complete cycles or repetitions. If a rhythm is established,
how do we use it to aid in our trading decison?

The time targets for trend changes will complement the dynamic
time factors. If atrend change target of an established short-term rhythm
coincides with a Projected Turning Point Period of dynamic time
projections, the probabilitiesincrease for trend change.

When the rhythm is broken, it is a signal That the market condition is
changing. If the rhythm was established in a trading range, the market is
probably bresking away from thetrading rangeandin the initid sages of
atrend when the rhythm is broken. If the rhythm was established hi a
trending market, the trend is probably at or near completion when the
rhythm is broken.

Markets do not often establish relatively short-term rhythms of fixed-
length periodicity, but, when they do, they provide an additiona signal
of when to prepare for minor highs and lows as well as asigna of trend
change.

552



Dynamic Trader - Chapter 5

Short-Term Fixed-Length Cycles
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The Deutsche mark fell into a very regular pattern of making highs
each 9 trading days and lows 3-5 trading days after the highs. When a
regular short-term rhythm is exceeded, itisasignal that anew trend is
developing.

If themark rallied beyond anine trading day count from hjgh-to-high,
the market is signaling that a new bull trend breakout of the trading range
is probably developing. If the mark declined beyond five trading days, the
market is signaling a bear trend breakout is probably developing. Inthe
situation above, the mark made anew low seven trading days after the
Aug. 1 highsignaling abreakout into ahear trend should be unfolding.
That is exactly what took place.

All of the timing factors we have discussed so far are leading indica-
tors that project potentia trend change in advance. The break-away from
an established short-term cycle rhythm isalagging indicator in that
itisonly after the established rhythm s violated that the signa ismade.
However, itis ill avaluable piece of information. The new trend swing
should be of the same degree or greater as the trend swingjust prior to the
established rhythm.

Traders may a so use an established timerhythm to help provide
parameters for trade entry and Stop placement.
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Short-Term Fixed-Length Cycles
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From Sept. 1995 through early Sept. 1996, the Japanese Y en had been
in one of the longest non-trending periods in the history of yen futures
trading. This period aso developed avery regular time rhythm. The minor
bear swings were made every 42-44 calendar days from the prior high
with only one exception. The July 12 low was madejust 24 CDs from the
prior high whichisthefirst signal the yen may be making a bottom.

A 43 CD count from the most recent high that was made July 31 falls
on Sept. 12. The period of Sept. 10-14 (Sept. 12+/- 2 CDs) isatime target
for alow if therhythm continues. If the yen makes alow prior to Sept. 10
and subsequently exceeds the July 31 high, itisastrong signal the bear
trend is complete. If the yen makes new lowsfromthe July 31 high after
Sept. 14, itisastrong signal that themajor bear trend will continue and
probably accelerate the decline.

Established short-term cycle rhythmsnot only provide & target for
when atrend change islikely, hut, more importantly, provide the timing
conditions that will help signal anew trend direction,
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Time Overbalance

A time overbalance isthe same as a price overbalance except atime range
is used ingtead of a price range. A Time overbaance is when the time of a
correction exceeds the time of the prior corrections, A time overbalance is
an dert that the larger degree trend change may be underway. Time
overbaance is smilar to the short-term cycle rhythm just discussed in that
it compares the time of prior Similar cycles or swings to the current swing.

As with price overbaance, atime overbalance is not a definitive
indication that the larger degree changein trend isunderway. B, it is an
dert signal that there is more buying or salling pressure againgt the trend
than has previously occurred. If a counter-trend swing exceeds the time of
all previous counter-trend swings since the larger degree trend began, it is
adgnd to be dert to the price and pattern position of the market for clues
to the trend position.

Time overbalance is a lagging indicator. It is only signaled after the
fact. Whileit isnot atrade signd, it is an important reference point to dert
thetrader to the postion of the market.
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Time Overbalance
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Gold began abasing or accumulation period in early Aug. that ran
through Oct. The minor ralies lasted 6-10 trading days. A rally that
exceeded 10 trading days would be asignal that the larger degree trend
should be turning bullish. From the Oct. 19 low, gold made a 16 trading
day raly that exceeded the prior minor highs. The new price high and
time overbaance signaled an important low may have been made and
gold may intheinitial stages of abull trend which is exactly what
happened.

When atime overbdance signa isconsidered in relationship to the
position of the market, it may be acritical factor to signal anew trend is
in the early sages.
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Time Overbalance
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The mark made 12-15 trading day reactions against the bear trend.
From the May 28 low, the mark has rallied greater than 15 trading days
signaling alarger degree low may be in place. However, the raly from
the May low iscompaosed of two minor raliesof 15 and 18 TDs and not
aconsistent new trend. This is not astrong Sgnd as the recent minor
ralies would fir in nicely with an ABC correction of larger degree.

Keep in mind that atime overbaance sgnd must be consdered
within the context of rhe postion of the market.
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Time Overbalance
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Has the S& P made amajor top in May 1996? A decline greater than 42
trading days will be a strong time overbaance signa that amaor changein
trend has been made. A bullish trend signa will be made if the S& P rallies
to new highs without having made a decline greater than 42 trading day.
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The Dynamic Trader Software program that is used to make the
illustrative charts for this book includes severd routines that automate the
time projection analysis process. One of the routines, the Dynamic Time
Projection Report, makes al of the most important TCR projections
including the Time Retracements and Alternate Time Projections as well
asthe Cdendar Day and Trading Day counts. Those dates with the
greatest cluster of time projections are shown as a histogram in the
indicator window below the bar chart.

Below are the Dynamic Time Projections from the Aug. 15,1995 low
in T-bonds One of two Projected Turning Point Periods (PTPP) had a
cluster of Dynamic Time Projections and the greatest probability of
making atop. These two PTPPs were Dec. 1-3 or Jan. 2-6. Some of the
time projections are shown on the chart below.
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The final top was made Jan. 4, 1996, right in the Jan. 2-6 projection
for ahigh. The Dynamic Trader Software allows the user to customize the
Dynamic Time Projection routine to include any chosen ratio and swing
comparison in order to provide maximum flexibility of time analysis.

While a properly programmed software program should make any
routine quicker, easer and more accurate, keep in mind | originally did
all of these time projections with a calculator and then graduated to a
spreadsheet for severd years- While it required more time and thought
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calculating the time projections that way than completing them with a
specially designed software program, the output wasj ust asuseful. There
IS no excuse not to have the necessary decision making information at
hand
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Dynamic Time Projections™

As you can now see, these Dynamic Time Projection targets are projected
in the same manner as the price projection targets. Instead of price ranges,
we are proportioning and projecting time ranges. Instead of looking for
those narrow price zones that include several price projections, we are
looking for those narrow time zones that include several time projections.

I have been doing these time projections, which | call Projected
Turning Point Periods, sincel first began publishinganewsletter advisory
servicein 1986. Needlessto say, the methodology has been refined and
the accuracy of the projections has gotten better and better over the years.
I once look athree year period of published projections and found that
89% of the intermediate term trend changes in the markets | followed in
the advisory service came within one trading day of a Projected Turning
Point Period. The Projected Turning Point Periods were generally 1-3
trading days each.

Do not have doubts asto the effectiveness of thesetime projections.
Projecting periods of change by this Dynamic Time Projection method-
ology out-performs any other time or cycle analysis, method, period! I'll
be glad to retract that statement if proven wrong, but I've followed every
publishedfinancial cycleanalysispublication for the past tenyearsand
none has come close to the accuracy and practical application of Dynamic
Time Projections. If you keep your time analysis up-to-date, you too will
have a great edge over the rest of the trading and investing pack!

There arefour important factorsto keep in mind when projecting
Dynamic Time Targets:

1. These Dynamic Time Projections are not forecasting that a market will
make a trend change at one particular time projection period. These
future periods, are smply periods where severa past cycdes will bein
proportion in the future. These are periodsthat have ahigh probability
of trend change if a market trends into the period and if the other
dimensions of market activity, price and pattern indicate change at the
same time. The Projected Turning Point Periods should be considered
in the same manner as price support and resi stance zone, except they
are time support and resistance.

The next section in this chapter will describe a simple time
analysis method called Time Rhythm Zones that will project the
probable minimum and maximum periods of trend and counter-trend

swings.
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2. Ifamarkettrends beyond a Projected Turning Point Period, more than
likely it will continue to trend at least into the next PTPP. This follows
the assumption which has been proven out by historical studies of past
market activity that trend changes will amost always be made within a
PTPP.

3. Time projections must not be taken out of the context of the other two
dimensions of market activity, price and pattern analysis. Time isjust
one of the three important analysis factors. As a market approaches a
time period, the other two factors will qualify each time projection as
to how important that time projection is likely to be. Traders must be
careful not to focus on just one dimension of market activity. The
value of the type of market analysis and trading strategies taught in
this book is that we look at thewhole of the market ectivity.

4. All analysis and trading concernsprobability, not certainty. We want
the probabilities on our side. If mogt trend changes occur on or very
near the Projected Turning Point Periods, traders and investors who
keep this information up-to-date have a significant edge. The PTPPs
provide a definite piece of Information from where to make a decision.
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A Summary Of TheMost | mportant TimeRatiosand
TimeCountsBy Method

TimeReracements(TR)
38% 50% 62% 100% 162% 200% 262%

Alternate Time Projections (ATP)
3B% 0% 62% 10006 162% 200% 262% 424%

Trend Vibration (TV)
62% 100% 162% 200% 262% 424%

Time Counts(TC)

Rb: 21, 34, 55, 89, 144, 233
Also see Time Count section for atable of the complete Fib. list plus
Squares of 90 and 144 and anniversary dates.

Short-Term Fixed Length Time Cydes
Market defined.

Time Overbaance

100% Alternate Time Projection of prior counter-trend swingsof
similar degree.
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More Dynamic Time, Price and Pattern Examples
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Dynamic Time Projections Target July 20 High Weeks In Advance
The chart below shows some of the time projectionsfor ahigh that fell
near July 20, 1998. How valuableisthistiming approach?

Thisisnot an after-the-fact example. Shortly after the June 16 low. |
placed the time and price targets for aWave-5 top on our web site. The
time target for the top was the relatively broad zone of July 16-24. The
fina top was made July 20 and was followed by the largest decline in over
ten years!

The Dynamic Trader Weekly Report used the very short-term swings
from the intraday datato project the top would be complete by mid-day on
July 20. The extreme high was madejust before noon on July 20!

The bar-histogram below the chart is the relative scores of the
Dynamic Time Projection report in the Dynamic Trader program. These
time projections are made from the June 16 low. The highest score is made
on July 20 which was the exact date of the high,
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Time Retracements
Asthe S&P declined from the July 20 high, the minor corrective highs
were made on the time and price retracements.

The first correction was complete on the 38.2% time retracement and
the second was complete one day before the 50% time retracement.
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"When time and price coincide, change isinevitable!" A very low-risk,
high profit potentia trade opportunity iswhen a market makes atime and
price retracement or projection of the same ratio. Both of the corrections
shown above were made at the same time and price retracernent ratios.
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Silver Top At Time and Price
Silver made the July 24, 1998 high at projected time and price zones.

July 24 High at 5855
July 22-23: 100% Time Retracement and 100% High-to-High Projection
573-583. 100% Alternate Price Projection and 50% Retracement
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Time and Price Projections Are Always Made In Advance
Every high and low is not made on aexact, direct hit of projected time and
price. However, the vast majority of highs and lows of every degree are
made at or very near lime and price projections that are made well in
advance. The following pages show you many more examples of the time,
price and pattern position at some important highs and lows for several
markets.

The next chapters in the hook will show how we integrate the time,
price and pattern projections into alow-risk trading plan.
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TimeRhythm Zones™

Earlier in this Dynamic Time Analysis chapter, it was described that there
arc no cycles of fixed-length periodicity in market activity and how the
ideathat market activity can berepresented by asummation cydeislittle
more man amyth not backed up by actual market activity. However,
market structure often displaysa"timerhythm." What do | mean by a
"timerhythm." and how is it different than what is commonly considered
a"cycle?'

A time rhythm represents afairly regular ebb and flow of price
activity. For instance, a market may tend to make alow on afairly
regular basis within arelatively broad lime period. That certainly sounds
lite a hedged statement if there ever was one. An example might be that
gold usually makes an intermediate term low 16-22 weeks from the prior
intermediate term low. The variables in this statement are what do we
mean by "usudly" and "intermediae.”

"Usudly" should be a high percentage of occurrences such as 80%.
"Intermediate” must be defined by a minimum percentage change of price
for the new trend such as a 10% price change. A more accurate statement
might be "Eighty percent of the time since 1975, gold has made a low in
the broad period of 16-22 weeks from the prior 10%-low followed by a
rally of 10% or morein price. A "10%-low" is alow mat is preceded and
followed by aminimum 10% change in price against the preceding trend.

This information is not hedged but specific and objective. It provides
us with asignificant, statistical edge of the high probability time to antici-
pate and prepare for atrend change low that should be followed by arally
of at least aten percent price advance, A saven week (16-22 weeks) time
period istoo broad to make a specific trading decison, but provides a
framework from whereto focusin on the more specific and/or short-term
time factors.

Whenever we apply historic, statistical output to present conditions,
we arc operating under the assumption that the same conditions of the past
arerelevant today. A market will only continue to make a low in the 16-22
week period if the same forces that have acted upon the market during the
past continue to do so in the future. We never know if this will be the case,
but must assume it will be so unless ttere is some indication to the
contrary.

Some traders and analysts would call this statistical information a 19
week gold cycle because 19 weeks may be the average length of time of
the low-to-low period. An average may be very misleading. Unfortunately,
an average does not provide any information onhow Tightly grouped are
the events. If the events are tightly grouped around the average, itis a
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valuablefigure. If they are widdly dispersed from the average, the average
Is not only usdess, but very mideading.

To cdl an average period of time a cycle is not only a misnomer but
mideading TO the trader. Calling agenera tendency for amarket to
make alow within a broad period of time acycle mideadsthe trader into
believing the so-cdled cycle period is more precise and more reliable
than it is.

L ow-to-Low Time Rhythm Example

Bonds began abear market Oct. 15, 1993. On Aug. 2. 1994, bonds made a
counter-trend top followed by a continued decline to new lows. What
would be the time range with the greatest probability of making the next
low? We must first decide what degree of trend change we are concerned
with. Swings of 5% or greater generdly represent | ntermediate degree
trend change for bonds. The 5% swing file also has aminimum time filter
of 21 calendar days. A swing must have made a minimum of a5% price
changefor at lesst 21 CDsto be included.
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Bonds began a bear market in Oct. 1993. The swings shown on the
chart above are aminimum of 5% price change and 21 calendar days. The
dashed vertical lineis placed at the Aug. 2, 1994 high.
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The higtorical period to accumulate the timing data begins with the
April 1986 bull market top. From that period through Aug. 1994. there
were two complete bull and bear markets with an adequate number of
5%+ swingsfor our purposes. The chart below showsthis period with the
5%/2l CD swings overlad on thedaily, close-only data.

During this period therewere 15 low-to-low cycles. They were made
in avery wide range of timefrom 61 to 302 calendar days. Asyou can see,
once an objective criteriais applied To identify cycle pivots, theidea of
cycles of fixed-length periodicity goes out the window with the flat-earth
theory. If we eliminate the shortest and longest 10% of the cycles, the time
rangeis reduced to 119 to 278 calendar days. In other words, 80% of the
low-to-low cycles were made in the broad period between 119-278
calendar days from the prior low during the period from April 1986 to
Aug. 199. Thisisstill too long of aperiod to be of much use to traders
and investors, but we will see in amoment how additional datawill
provide a much shorter time-range target for alow.
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Thetable bel ow shows the time ranges and equivalent dates of the
low-to-low cycles snce the April 1986 high.

Time Ahytten Zonc Detadd - — Dynauic Trador
Brimany Swing T 5%-71C0s Al Svings Projeci from: 11.July8d Low
Seig  Tye # Wi 11 Merdian o0 Max
Pl Ll 34 10EgpRd  THOR  GFebAE  1SADIRE  SWmOS
B 14 73 78 a0

Therewere atota of 15 low-to-low swingsin this data group. If the
shortest and longest 10% of the swings are eliminated, thereremains 11
swings. Ten percent of 15 equals 1.5. Rounding up to the next higher
number eliminates the two shortest and two longest. Thetimerange
between 10%90% of the low-to-low bond cydes ranged from 119 to 278
cdendar days.

Thetimeperiod of Nov.7, 1994 to April 15, 1995 istheequivalent
period if this time range is projected fromthe July 11,1994 low. Ninety
percent of the low-to-low cycles lagted at leest 119 days (10% were
shorter) and 90% terminated by 278 days (only 10% werelonger).
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80% Low-to-Low Time Rhythm

Thechart below showsthe 5%/21CD swingsoverlayingthecontinuous
daily bar chart of bonds. The Nov. 23,1993 low to Jan, 28, 1994 high
shown in the chart below appears to be an exception to the swing criteria
The data below is the continuous futures data with no adjustments at
contract rollover. The datarolled over between the Nov. low and Jan. high
from the Dec, to the March contract causing adistortion in the continuous
file. Ifjust the March contract were shown, there would not be alower-
low between the Nov. low and Jan. high.
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The horizontd bar in the indicator window below the bar chart
represents the equivalent time range of 80% of the low-to-low swings
snce the April 1986 bull market top projected fromthe July 11, 1934 low.
The equivalent period to anticipate the next low isthe broad period from
Nov. 7,1994 through April 15,1995. These dates are the 119 and 278
calendar day countsfromtheJuly 11, 1994 low.

Projecting the equivalent time for alow based solely on past low-to-
low cycles will dmost dwaysresult in atime period that istoo broad to
be of much useto traders and investors. Thereisan additional criteriathat
may be considered that will usually resultin amore narrow range of time
with ahighreliability for alow to be made.
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High-to-Low Time Rhythm

A high-to-low projection may be madein the same manner asthe low-to-
low projection. The overlap period of the high-to-tow and low-to-low
projected ranges will usudly provide arelatively narrow and useful time
period to anticipate when the next low should be made.

Time Aheth Zona Detai _ _Dmamic Tracer 3]
Primany Swing e 3%-21C0Ds All swings Project fronx ZAug8d High
swing Fype # Min 10 hindian ad Wax
M~ ~L iz 25aupm4 13094 27Sepd4 IDecd  11Febds |
23 20 56 122 193
B O~ . 11 108sp@4 INOVE4 GFEDEE  1SANIEE  EMayES
B 119 M3 e 302
overtape FHoved - 209c84 47122

There were a total of 16 high-to-low swings in the 5%/21 CD datafile
from April 1986 through the Aug, 2, 1994 high. The timerange of these
16 swings ran fromjust 23 calendar days to 193 days. As with the low-
to-low cycles, this is far too wide arangeto be of any use to traders and
investors. If we eliminate the shortest and longest 10% of the swings, the
remaining 80% time range runs from 30 to 122 days. Still too long to be
of much use.

TimeRhythm Zone - 80% Overlap Period

What if we combine the low-to-low projections fromthe July 11, 1994
low and the high-to-low projections from the Aug. 2,1994 high? We
discover that the common or overlap period for these two time ranges is
less than one month and runs from Nov. 7 to Dec. 2. The overlap period is
areaively narrow range of time that can be put to practical use by traders
and investors.

The Time Rhythm Zone Detail table above shows both the low-to-low
and high-to-low timeranges as well as the overlap period.
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The indicator window below the bar chart below shows the time
ranges of the low-to-low and high-to-low swings. The overlap period of
these two periodsisthefat bar whichrepresentsthe periodfromNov, 7
to Dec. 2. The tails extending from the overlap period represent the full
range of Lime of H-L and L-L.
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| have termed this method of projecting overlapping cycles, Time
Rhythm Zones (TRZ). The genera concept of overlapping cydesis not
new or origind. It has been used and taught by Wall Bressert for many
years.

However, there are critica differences between the old way of
projecting overlapping cycles and Time Rhythm Zones. Time Rhythm
Zones use the actual, recent market swings, not average length swings
from historical data. In other words, the datafor TRZs is market driven.
Swing lengths may change as amarket progresses and new swings are
made.
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Bull or Bear Rhythm?

A high-to-low (H-L) swing in abull market is a counter-trend swing,

A low in abull market is the termination of the counter-trend and the
beginning of anew trend swing. A high-to-low (H-L) swing in a bear
market isatrend swing. A low in abear market is the termination of a
trend swing and the beginning of a counter-trend swing. If we are
compiling datato project the probable low of atrend swing in abear
market, should we include the high-to-low, counter-trend swings that were
part of bull markets? Probably not. Relevant statistical conclusions should
be derived from data that compares like to like, not apples to oranges.

Trend and counter-trend swings should usually not be included in the
same data series for purposes of statistical analysis. Swings from bull and
bear markets should not be mixed together. If our analysis indicates that a
market is in abear trend and atrend swing decline is underway, we should
only use high-to-low trend swings and low-to-low swings from prior bear
markets to determine the Time Rhythm Zone for alow. If we included
high-to-low counter-trend swings from bull markets, the projected TRZ
would not accurately represent what we are looking to discover which is
the high probability period for atrend-swing low in a bear market.

Trend swings are usually longer in time than counter-trend swings.
This applies to both bull and bear markets. If the objective is to project a
high-to-low trend swing low in a bear market but we include high-to-low
counter trend swings from bull markets to determine the TRZ, the time
range will probably be skewed to shorter term swings than are typical of
high-lo-low trend swings in bear markets. If there is not a confident
opinion of the major trend direction, use al prior swings from hull, bear
and trading range markets.

The previous bond example included dl swings from the historical
period without distinguishing swings from bull or bear markets. From the
Get 1993 high, bonds had made consecutively lower-lows and lower-
highs- Bonds were considered in a bear market as of the Aug. 1994 top.
The objective was to project when the next low within a bear market
would take place. Rather than use al 5%/21 CDs swingsto make the TRZ
projection for alow, we should only use those swings from prior bear
markets.

The chart on the following page shows the intermediate (5%/21 CD)
and mgjor swing files together. The bar chart data has been removed so the
swing files are easier to .2 The dashed, vertica lineis at the Aug. 2.
1994 high. Asof Aug. 1994, there had been two completed bull and bear
markets. Bonds were in a bear market asis evidenced by the consecutive
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lower-lows and lower-highs. If our objective is to project the high
probability period for the next swing low in a bear market, we should only
include data from prior bear markets to make the projections.
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The Time Rhythm Zone Detail table below shows the results of only
including swings from bear markets. While fewer swings are used than
when both bull and bear trends were consdered in the previous example,
the output should be more reliable since only data from similar markets is
included in the projections.

The new Time Rhythm Zone period (overlap of low-to-low and nigh-
to-low time ranges) is Oct. 26,1994 to Nov. 28, 1994, TheNov. 11,194
low was made right in the middle of this period.
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The Oct. 28-Nov. 28 TRZ was aproduct of the overlap period of the
80%-rangeof the prior H-L and L-L swings of bear markets only. Each
TRZ should be identified by the percent of swings used. Throughout this
book, aTRZ isalways aTRZ-80% unless otherwise noted. If aTRZ isthe
product of other than 80% of the swings, it will be noted such as TRZ-
70% or TRZ-90%.

Dymamic Tradst TRZ Low - Low Swings »

, suk11-84 {Won)

S 0B6 wedy  Sepiaas F
MO or-20-9D (°r)  lAug 2490 F)
M ¥ - 20-67 (e loct19-87 Gomy

B Nov-23-93 (Tue) [mbay-11-04 (Wedt
Sep-26-89 Tug) 'Apr27-08 ()
Sep-13-85 {Fri) i

The table above shows the seven low-to-low swings made during the
bear markets that were used to make the TRZ projection for the next low
followingthe Aug, 2,1994 high. The low-to-low periods have been sorted
by timerange. Therange of timeisfrom 61 to 243 calendar days. Note
how the time ranges are fairly evenly spaced out from the shortest to the
longest. This series of L-L swingsis an excellent example of how an
average period would provide very misleading information. The average
period of the seven swings is 152 CDs. While one swing fell exactly at the
average, the rest of the swings are not grouped tightly around the averages

If you were projecting a "cycle low" for bonds, would you be comfort-
able congdering atarget date of 152 daysfrom the prior low as arelevant
piece of information? Y ou shouldn't! Averages are used by average
traders and investors. Average traders and investors do not succeed in
melong run!

The chart on the following page shows the Time Rhythm Zone of Oct.
25-Nov. 28 for the next low in the indicator window below the bar chart.
This period only considered swings from bear markets. The Nov. 11, 1994
low fell right in the middle of this period.
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Let'sreview exactly what information we havewhenwe do aTime
Rhythm Zone cal cul ation using the example above.

Based on the historic data snce the April 1986 high and assuming the
same market forces arein effect during the current period:

1- Thereisa90% probability that bonds will not make alow prior to Oct.
26. Based on padt history, 90% of the L-L cycles in bear markets were
made at or later than the equivalent date of Oct. 26, As bonds decline,
traders and investors should not be too anxious to consder long pos-
tions prior to the beginning of the overlap period of Oct. 26,

2. Thereis a 90% probability that bonds will complete the low by Nov. 28
followed by arally of at least 5% price change and at least 21 calendar
days. Based on past history, 90% of the H-L swingsin bear markets
were complete by the equivalent date of Nov. 28- If bonds are con-
tinuingtodeclineinto late Nov. or so, tradersand investors should be
particularly alert to reversal signals asbonds ore approaching The
extreme time when alow should be made.

3. If bonds make al ow followed by at least a5% rally in 21 or more days
outside of the Oct. 26-Nov. 28 period, it would be an unusual Stuation
that should warn the analyst that the market forces may be changing.
The analyst should be alert to other potentia extreme price or pattern
activity that may also sgnd afundamental shiftin market structure.
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Multiple Degree Projections Provide The Mog Reliable Sgnals

In dl aress of technical analysis, we should consider at least two degrees
of change in order to provide the most reliable trading information. This is
aso true with Time Rhythm Zone projections. The most reliable projec-
tionswill result when the lesser degree projections overlap with the larger
degree projections. An overlap of the lesser degree projections to the
larger degree projections is sgnaling that the larger degree trend change
should unfold within the period of the lesser degree time proj ection.
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The chart above shows the minor degree swing file with the major
degree (bull / bear trend) swings. The minor swing file includes swings of
approximately 2%. The lower indicator window isthe TRZ projection
from the Aug. 2, 1994 high using the 5%/21CDs swing file shown earlier.

The top indicator window isthe TRZ of minor degree swings. The
minor degree TRZ overlaps the intermediate degree TRZ providing an
even more confident outlook that alow will be madein mis period. While
the overlap periods of the two degrees are dmost the same, the extreme
period of Che minor degree is much less than the extreme period of the
intermediate degree as represented by the shorter "tails."
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The minor degree TRZ runs from Oct. 29 to Nov. 26. Most of this
entire period overlaps with the intermediate TRZ which is Oct. 26-Nov
28. Notice that the minor degree projection is more "tightly packed" as
there are fewer extreme ranges an compared to the far out "tails" of
the intermediate degree projections.

Time Rhythm Zones and Sample Size

TRZ projections will often be made with a relatively small sample size of
past swings depending on the degree of change of the swing file, whether
just bull or bear swings are used and the length of the historic period that
isincluded. It isfar more important to be concerned with constructing a
representative swing file and only including the historic periods that are
representative of current conditionsthan it iswith having aminimum
number of swings to work with.

In the examples above, there have been asfew asfive swings used for
the 80% range. So be it. We must use the information at hand that is
representative white being aware of the limitations of a small sample sze.
Evenif only asmdl number of swings are used, the TRZ till accurately
represents the range of time that trend changes have been made in the past
for the period of time and degree of change under consideration. That is
exactly what we want to know.

Time Rhythm Zones Are Adaptive

Time Rhythm Zones are adaptive to the market behavior, TRZ projections
are areflection of the actual swings for the historic period included in the
datistica analysis. As amarket progresses and new swings are made and
included in the swing file, the most recent TRZ projections will adjust or
adapt by including the new swingswith the calculations. If the recent time
rhythm is changing, it will bereflected in the new projections. New
swings added to the statistical base will only change the range of aTRZ
projection if anew swing is outside the old range.
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TimeRhythm ZoneSummary

1. Time Rhythm Zone projections provide a completely objective method
for projecting high probability time zones from where areversal of a
minimum amount of price change should occur based on the actual
historic precedents.

2. The high probability Time Rhythm Zone isthe overlap of two time-
range projections. In the case of a projected low, the overlap of the
low-to-low (L-L) and high-to-low (H-L) projected time ranges
provide the Time Rhythm Zone with a high probability of alow
basad on past market swings. The overlap of the H-H and L-H
ranges provide the TRZ for a potentia high.

3. The user has complete control over the historic period to use for the
TRZ Studies. If the current major trend of the market is known (bull or
bear), only swingsfrom similar markets in the past should be included
in the TRZ projection calculations.

4. The user has complete control over the percentage of swings from the
historica period to include inthe TRZ projection. Generaly, the
projected time ranges eliminate the smallest and largest 10% of the
periods leaving an 80% range. An 80% range implies that 90% of prior
reversals were not made prior to the beginning of the 80% range and
90% were complete by the extreme of the 80% range. Unless otherwise
noted, aTRZ is an overlgp of two 80% ranges.

5. Time Rhythm Zones of two degrees will provide more relidble projec-
tions for the time of the termination of atrend if the smaler degree
projection overlaps with the larger degree.

6. Ifthe TRZ is arelatively broad period of lime, it is sill avaluable bit of
information as it provides the most likely minimum and maximum
extreme from where the next trend reversal should be made. Other time
projection methods will provide the period within the TRZ when the
actual reversal is most likely,

7. With gatigicd analysis, the greater the sample size the greater the
reliability of the conclusions. Time Rhythm Zones often have 0
relatively few number of occurrences of past swings of a smilar nature
and degree of change. They still remain valuable, as they accurately
represent the actual outcome of prior similar swings and provide a
framework of what to anticipate for the current outcome.
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TRZ For A Trend Swing High

This TRZ projection fromthe Aug. 15, 1995 low used all bull market
swingsfrom the Sept. 1981 low. The projection was afairly broad, three
month period. The Jan. 1996 top was made right within the TRZ zone for
thetop.
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The TRZ Detail table below shows the range of L-H and H-H swings
from bull markets snce the Sept. 1981 bear market low. The TRZ overlap
period is from Dec, 17,1995 through March 12.1996.
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As bonds rdlied and exceeded the July high, traders and investors
would be aert to not anticipate atop prior to mid-Dec. The final top of
Jan. 4,1996 was made right within the projected TRZ for the top.
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TRZ For A Counter-Trend Top In A Bear Market

The mark made asharp rally off of the Sept. 15, 1995 low. Since the mark
was making lower-lows and lower-highs, abear market is assumed. A
TRZ projection is made for acounter-trend high in abear market. All bear
market swings sincethe Dec, 1987 high areused. Sincethisisarelatively
smal number of swings, 100% of the swings are used to make the Time
RhythmZoneprojection.
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The TRZ Detail table below shows the range of all H-H and L-H
swings from bear markets since the Dec. 1987 bull market top. There
arerelatively few swings because the mark often makesrel entless bear
trends with less than 5% counter-trend rdlies. This is demonstrated by
the fact that the H-H range is much more extensive than the L-H range.
Thetable showsthat 100% of the swings are used. The Oct. 23, 1995
top was made just afew daysinto the TRZ for atop.
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Another TRZ projection for atop ismade from the May 28,1996 low.
The mark had not make a5% rally sincethe Oct. 23, 1995 high. One-
hundred percent of the swings from dl bear markets since the Oct. 1987
high were used. Note that the time range of the Low-to-High and High-to-
High swings do not overlap. Thisis aresult of the prolonged, Oct-May
declinewithout an intervening high made by at leest a5% counter-trend
rally. The mark made atop on July 31 which was right within the Low-to-
High range of past bear market, counter-trend highs. However, the high
was later than any prior High-to-High period making a new H-H extreme
for bear markets.

Pagt Low-to-High swings in bear markets had lasted from 30 to
93 days. The July 31 high was made right within this timezonefor
atop.
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Time Rhythm Zones Are Smple, Yet Effective

Time Rhythm Zone projections are one of the simplest yet most useful
analytical procedures atrader or investor will employ. A narrow-range
TRZ will provide avery high probability time zone for atrend change, A
wide-range TRZ will at least provide the minimum and maximum dates
likely for trend change which will aert thetrader or investor if amarket is
nearing an extreme relative to past history.

If there is no overlap of the two time ranges, the trader or investor is
derted to the fact that the market is operating outsde the range of past
activity and extra care should be taken to consider the position of the
market from other perspectives.

The best use of Time Rhythm Zones is in conjunction with other
dynamic time factors that provide target dates for high probability trend
change. When aDynamic Time Projection falls within aTRZ, the odds
increasefor atrend change.
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Combining Dynamic Time Projectionsand Time Rhythm Zones For
High Probability Time Analysis

The highest probability lime projections for trend change will occur when
Dynamic Time Projections fall within an 80% or greater Time Rhythm
Zone. The TRZ providesthe relatively broad zone that indicates the
probable minimum and maximum period where the trend change will take
place while the Dynamic Time Projections (Projected Turning Point
Periods) provide the relatively narrow time zones of usualy just 2-4
trading days that target the specific dates for trend change.

Every change-in-trend will not take place at a coincidence of a Time
Rhythm Zone and Dynamic Time Projection, but most will. When thereis
a coincidence of Time Rhythm Zone and Dynamic Time Projection, there
is avery high probability for trend change.
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DM - Time prgectionsfrom the Sept 15,1995 low.
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The Time Rhythm Zone (TRZ) projection from the Sept. 15 low shown
in the indicator window aboveis the same one used as an example in the
previous Time Rhythm Zone section. This TRZ used 100% of dl rdliesin
bear markets snce the Dec, 1987 high. The TRZ projected the two month
period of Oct. 18-Dec. 17 for a counter-trend top. While this is avery
broad period of time, it provides the minimum and maximum dates with
avery high probability of completing atop.

Dynamic Time Projections which include Time Cyde Ratios and Time
Counts indicated either Oct. 21-23 or Nov. 12-16 were the two periods
within the TRZ with the highest probability of making a counter-trend top.
The chart above shows only two TCRs which are the Time Retracements,
The 62% and 100% Time Retracements fell on Oct. 21 and Nov. 12. The
fina top was made Oct. 23. Thefollowing charts show some of the other
dynamic time factorsthat fell near the Oct. 23 high.
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The chart below showsjust five of the TCRsthat fell in Oct. and Nov.

Oct 19: 100% H-H Cycle TCR (4/17/95H-7/19/95H projected forward),

Oct 21: 62% Time Retracement TCR (Time retracernent of the 7/19H-
9/15L).

Oct. 23: 62% Alternate Time Projection (ATP) TCR (5/18/95L-7/19/95H
projected from the 9/15/95L )

Nov. 12: 100% Time Retracement TCR (Time retracernent of the 7/19H-
9/15L).

NOV.16: 100% ATP (5/18/95L-7/19/95H projected from the 9/15/95L)
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The mark had been making five wave declines and three wave (ABC)
ralies implying the larger degree trend was bearish. The rally from the
Sept. 15 low gppeared to continue that pattern,
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Oct 23,1995 Top Made At A Coincidence Of Projected Time and Price
A price resstance zone (71.74-72.52) was made by three price projections:

71.74: 78,6% retracement of the 7/9/95H - 9/15/95L.
72.46. 162% retracement of wave b (not shown on the chart below).
72.52: 62% Alternate Price Projection (App). Wave C = .618 Wave A,
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The mark rallied into the projected price resistance zone (71.74-72.52)
in the projected time resistance period (Oct. 21-23) and an ABC raly was
complete. The mark continued to decline to new lows from the Oct. 23
top-

On Oct. 23, the mark made a gap signal day which is one of the most
reliable daily reversal signals. A gap signal day is made when a market
gaps open followed by anew high and aclose below the opening. The
daily range leaves agap from the previous day. When agap signal day is
meade at a coincidence of projected time and price, trend reversal isjust
about inevitable.
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DM - Projectionsfrom theMay 28,19% low.

The TRZ projection shown below is dso from an earlier example in the
Time Rhythm Zone section, It includes 100% of the Low-to-High swings
in bear markets for about the past 10 years. The relatively broad period of
June 27-Aug. 29 had avery high probability of making acounter-trend
top based on the past history.

The Dynamic Time Projections indicated that either July _15-18 or July
26-28 should complete the counter-trend rally. The DTPsfell right within
the TRZ period resulting in avery high probability alop would be made in
this time period.
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A double top was made on July 16 and July 31, The July 16 high was
dightly higher. The chart above shows three of the time factors behind
the Dynamic Time Projections,

July 16: 144 Cdendar Days from the Feb. 23 H.
July 26: 62% Time Retracement (TCR) of the Feb. 23 highto May 28 L.

July 27: 60 Caendar Days (CD) from the May 28 low. 30, 60 and 90 CD
counts are particularly significant in the currency markets.
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The chartson thefoll owing pages show other time and price
projectionsthat fell near ihc double top.

More timefactors at the July 16/ 31 double Up:

July 14: 50% Time Retracement (TCR) of the Feh. 23 H to May 28 L.
July 16: 34 Trading Days (TD) from the May 28 L.

July 16:144 CD fromthe Feb. 23 H.
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The chart below focuses in onjust the ABC rally from the May 28
low.

July 26: 100% Alternate Time Projection (ATP); 528H-6/18L projected
fromthe7/5L. Thisprojection fell three days prior to the July 31 high and
coincided with several of the longer term time factors shown earlier.

Aug. 1. 162% Time Retracement of the B wave decline (6/187H-7/5L).
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When short term time factors coincide with longer terratime factors
the probabilities increase for atrend change.
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Price Projections At July Top

Price relracements and aternate price projections indicated two resistance
zones where a counter-trend high was probable.

67.34-67.69: This zone included retracementsfrom two prior highs and an
alternate price projection

67.34: 100% Alternate Price Projection (Wave C = Wave A).

67.58: 62% Retracement (2/23H-5/28L)

67.69: 38%Renacement (10/23H-5/28L)

68.386064: Thiszoneincluded the al important 50% retracement of the
major range aswell as a variety of other important price factors.

6838 78.6% Recracement of the 2/23H-5/28L (not shown on chart).
6338 262% Retracement of WaveB.

6553 162% Alternate Price Projection (Wave C = 162% Wave A)
68.64: 50% Retracement of the 10/23H-5/28L,
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The extreme high of therally was made July 16 at 6840 right within
the resstance zone of 68.38-6864. The mark reached this upper resistance
level right within the Dynamic Time Projection for atop of July 16-18.
"When time and price coincide, changeis inevitable"
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Bonds Nov. 11, 1994 L ow

Bonds are one of the most consistently reliable markets that make nearly
every significant trend reversa at direct hits of projected time and price
targets. The Nov. 11, 1994 low was no exception. Time, price and pattern
al cametogether to signal amajor trend change was unfolding in Nov.
1994. The Time Rhythm Zone and Dynamic Time Projections shown
below are made from the Aug. 2, 1994 high which islabeled as awave 4.
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The TRZ projection for alow was the period of Oct. 26-Nov. 23. The
Dynamic Time Projectionsfor alow fell on Oct. 3-5 and Nov. 11-14, The
second period, Nov. 11-14, fell within the TRZ projection for alow.

The Nov. 11 Low fell directly on the coincidence of the DTP and TRZ
time projections for a low. Wouldn't it be nice if every trend change fell
directly within the coincidence of each of these important time projection
methods? Every trend change does not, but, many do. All successful
tradershave the patience to wait for the high probability trade set-ups
that are made within the context of their anaysis methodology and
trading plan.
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Alternate Time Projections Into Nov. Low

The chart below shows three different Alternate Time Projections that
were targeted for Nov. 12 and 13 This was a Saturday and Sunday. The
DTPtarget dates were expanded to Nov. 11-14 to include Friday and
Monday. Thefinal low was made Nov. 11.

Nov. 12: Wave 5=262% Wave 1 (10/15/93H-11/23/93L projected from
8/2/94L)

Nov. 13: Wave 5=100% Wave 3 (1/28/94H-5/11/94L. projected from
8/2/94H)

Nov. 13 [(C.C (CydeCyde) projection]: 1/28/94H-8/2/94H projected
from the 5/11/94L (Wave 3-4 = Wave 4-5).
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Price Projections At Nov. 11, 1994 Low
The Nov. 11 low was made at the price target of the three most frequent
projections for awave 5 low. Thesethree are:

Wave 5 = 100% Wave 1

Wave 5 = 62% or 38% Waves 1-3

Wave 5 = 12/ or 162% Wave 4
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The 97.16-96.24 zone wastargeted as theideal price zone for awave 5 low.
97.16: Wave 5 = 10000 Wave 1

97.10: Wave 5 = 38% Waves 1-3

9%6.24: Wave 5 = 162% Wave 4

As bonds made new lows going into Nov., the minor cycles are used to
fine tune the larger degree price projections. The sub-divisions of wave 5
are shown on the chart on the following page.
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Wave 5 sub-divided into asmaller degree five wave structure in text
book Elliott wave manner. The ideal target for the end of wave 5:5 was the
96.14-95.11 price zone which fell just below the larger degree target of
97.16-96.24. Idedly, we liketo see the price targets of two degrees
overlap. When they do not but are close to each other, the smaller degree
target is preferred.

Wave 5.5 Price Target: 94.14-95.11

96.14: Wave 5 = 38% Waves 1-3
9531: Wave 5= 1000 Wave 1
95.11: Wave 5 = 162% Wave 4
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Bonds made the Wave 5:5 low at 96.01 on Nov. 11. adirect hit of
the coincidence of projected time and price for ahigh probability trend
reversal. The pattern couldn't have been more perfect. It was an amost
ided fivewave decline from the Oct. 1993 high. Wave 5 that began with
the Aug. 2 high sub-divided into an idedl five wave structure.

The implications of identifying acompleted five wave decline are
significant for traders and investors. The subsequent rally should exceed
in time and price dl rdlies snce the Oct. 1993 high, offering a magjor
Opportunity for long position trades and investments.
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Timeand PriceInto The Bond Top Of Jan. 4, 1996

Bonds ralied relentlesdy from the wavefivelow of Nov. 11, 1994. In
fact, they rdlied beyond what was anticipated for atypical correctiverally
to afivewave bear trend. However, when the top came, it was madeon a
direct hit of time projections for atop even though the price target was not
asright on.

Fromthe Aug. 15, 1995, wave B low, the TRZ projection for atop was
the reatively broad period of Dec. 17- March 12 For further explanation
of this TRZ, see the Time Rhythm Zone section which used this projection
as an example. The Dynamic Time Projections pointed to two periodsin
Dec. and Jan. that had ahigh probability of making atrend change. These
periods were Dec. 1-2 and Jan. 2-6. The Jan. 2-6 period overlapped with
the TRZ period providing ahigh probability period for trend change.

TS e Tradiar - AN, 4, 1396 I < 1. BONDS  US9sE8 D)

" . 8y
G Bw e
. = 0 M 0o a F M & W 0 1 & % @ W o Bmor WA
TRE, Bullt
TR For A High- Dar. 17-March 12 T —
IoTR: prel. From 815 Low
DTPa For A High:Dae. 1.3 o Jan. 246 \ ‘
Tom Z-n-86 | 0478 [HA18 L1 [ e £ FhZ1L0r

The chart above illustrates three of the TCRs that fell near the Jan. 2-6
FTPP for atop as well as the 144 calendar day count fromthe Aug. 15
low. Bonds made the fina high on Jan. 4. directly within the coincidence
of the PTPPfor atop (Jan, 2-6)and the TRZ for atop (Dec. 17-March 12).
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Typicdly, a corrective raly does not exceed a 78.6% retracement.
Many end right at 78.6%. The June-July triple lops were madejust below
the 78,6%.retracement. However, bonds subsequently continued to raly to
new highs.

When the June-July highs were exceeded, new price projectionsfor a
top were made. Bonds made another triple top in Dec.-Jan. at the coinci-
dence of the 62% Alternate Price Projection and 162% Price Retracement
of Wave B. These two projections fdl just below the Oct. 1994 high at
12210. Unfortunately, the choppy pattern of therally did not provide a
wide variety of swings to make projections from. When high confidence
price projections are not available, tradersrely on pattern and time projec-
tions to signal the pogdition of the market In this case, the time projections
accurately sgnaled the exact day of the high.

Price Projections At Jan, 4 Top

12023 Wave C = 162% Wave B
121.02: Wave C = 61.8% Wave A

S The previous page for the time projections. Note that the Jan. 4 top
wasmade where Wave C equal ed 61.8% of both the price and time of
WaveA!
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Dynamic Time Analysis - An Important Key To Trading Success

Consistently reliable time analysisis avery important factor to the success
of Dynamic Traders. If you will include Dynamic Time Projections and
Time Rhythm Zone time analysis into your technica analysis trading plan,
you should find immediate and significant results.
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Chapter 6

Trade Strategies and Trade Management

It is not too difficult to make money in commodity trading.
The problem isto keep it.
Roy W. Longstreet

In the Trade Strategies and Trade Management chapter
you

* Learn low-risk and low-capital exposure trade entry
strategies including trend-reversal and trend-
coniinuation entry techniques.

* Learn how and where to place the initial protective stop-
loss on a position and strategies to adjust the stop-loss
as a market progresses.

* Learn about short, intermediate and long term positions

* Learn how and when to take profits.

* Learn how to keep atrading log.

* Learn how to develop atrading plan.




Trading Strategies and Trade Management

Trading Strategies

There are many entry dtrategies available to enter amarket. 1 suggest
traders gtick to the smple trend-reversal and trend-continuation strategies
that have the highest probability of resulting in a profitable trade with the
minimum amount of capita] exposure. Thefollowing pages describethese
entry strategies and the initial protective stop-toss placement. First, let's
review what we are trying to accomplish and the basic assumptions lor
Dynamic Trading strategies.

1. The objective of Dynamic Trading Technical analysis is to identify
opportunities within the context of The analysis methods. The technical
analysis methods will not accurately describe the position of every
market, al of thetime. That is not the purpose of technical analysis.
The purpose of technical analysisisto identify markets that arein a
position to dlow atrade with relatively tow risk and acceptable capita
exposure.

2. Loss control or identifying the protective stop-loss level is the most
importantfactor in trading. It isthe only factor that the trader has
control over. The potentia profit of any trade is always no more than
guess work and can never be defined. | always get a kick out of
trading, educational materid that teaches atrade should not be taken
unless there is a'3-to-l risk/reward ratio." When ever you see this,
you know the person probably has no successful trading experience.
Firg of dl, risk is the probability of an event occurring. It has
absolutely nothing to do with a dollar anount. More importantly, you
can never define the potential profit. Y ou can only define the potential
capital exposure by where the protective stop-loss is placed. This is not

even a sure thing given amarket can gap against you, beyond the stop-
loss price.

3. Theprotective stop-toss level must always be determined within the
context of the same methodol ogy that determined the trade

opportunity. The same information that describes atrade opportunity
must provide the exact market activity that voids that opportunity.

4. The protective slop-loss level must always be determined before a
trade entry is initiated. Before initiating atrade ask yourself: "What is
the market activity that invalidates the decision to make this trade.”
That is your protective stop-loss.

Once the protective stop-loss levd is determined, the price level that
is acceptable for a trade entry is precisely defined within the amount
allowed for capital exposure on any one trade. If the market activity
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does not dlow trade entry within the acceptable parameters far capital
exposure, the trade cannot be initidled. For example, consder the
following Stuation;

A, Your trading plan alows amaximum capital exposureon agold
trade of $500 per contract.

B, One of the entry strategies of your trading plan allows trade entries
ontheclose of adaily reversal signal and the protective stop-toss
must be placed one tick beyond the extreme of the daily reversa
signal.

C, Thetechnical analysis indicates that gold is approaching atarget for
major low.

D. Gold makes a wide-range key reversal day with alow at $370 and a
dose a $377.

E. According to the trading plan which allows amaximum $500
capital exposure per contract on agold trade, the protective stop
loss can be placed no lower than $372 which is $500 from the
entry price at the close of $377. However, the trading plan aso
dates that the protective stop-loss can be placed no nearer the
dose-only entry price than onetick beyond the daily extreme
whichis at $370 or at $369,9 which would be a $710 capital
exposure.

F, What is the trading action in this casg? None! A trader must follow
his or her trading plan. The trade entry Strategies require the stop to
be placed outside the acceptable maxi mum capital exposure
dlowed, s0 thetrader cannot take thistrade on the dose of the
reversal day. The trader would have to wait for a set-up, such as a
trend-continuation trade entry, where the capital exposureiswithin
the limitsof thetrading plan.

5. Generally, theProtective Sop Loss (PSL) ontheinitial trend-reversal
trade entry should not be adjusted until the market activity has
confirmedthetrendreversal. If atrade isentered at or near a suspected
trend reversal, traders should not be too quick to bring the protective
sop loss (PSL) doseto the market. The PSL is adjusted each time the
technical analysis describes a price level that should not be exceeded if
thetrend is to continue.

Condder this example:

A- Your analyss indicates that the market has made abear market low,
hasreversed trend and isin theinitial stages of anew bull trend.

B. Bull trends are described by a market making higher swing highs
and higher swinglows,
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C. Oncethe market exceeds the initial swing high, it must not exceed
the prior swing low if it isin a new bull trend.

D. The maximum price level for the protective sdlt-stop for along trade
would be placed just below the prior swing low. It may he placed
much doser, but thisisthe maximum protective sop-losslevel.

E. Thisis a smple example of how to thinkin terms of protective stop-
loss placement. The question to ask each day is " At what point
will the market demonstrate within the context of my analysis
techniques that it will not continue to trend in the trade direction.”
That is always the maximum level where a protective stop Jossis
placed.

6. There ismere than one protective stop-loss technique that isapart of a
trading plan. The stop-loss technique implemented at any one time
will depend on the position of the market relative to the analysis
methods. The PSL technique in the initial stages of atrend should he
different than in thelatter ages of atrend. Dynamic Trading analyss
will signal what stage thetrend isin.

7. Let the market takeyou out ofa trade. It isusually best to let the
market stop out the trade rather than to take a profit at a price
objective. If amarket reaches a price objective or the analysis indicates
that atrend is at or near completion, the protective stop-loss can be
moved very dose to the market such asjust below the prior day's low
or high or on any day a market doses below the open, etc. This
prevents atrader from exiting atrade where the market may continue
the trend beyond expectations, hut still allows only a small amount of
the unrealized profit to be given up if stopped out.

The amount that will be gained by remaining in amarket that
continues to trend beyond expectations will more than offset the
amount of potential profit that is given up in those cases where the
market takes you out of the trade with less profit man may have been
gained if exiting at a price objective. Allowing the market to take you
out of atradeis deding with things as they are. Taking aprofit at an
objective is speculating on the future when it is not necessary to do so.

The exception to this plan iswith multiple position trading. One
position may be exited at a profit objective while the balance are not.

8. Always consider if the protective stop-toss should also be a trigger to
reverse position, in other words, a stop-and-reverse order. Doesthe
analysis indicate that if the protective stop-lossis hit, that the trend
will continue in the oppogte direction? This is often the case.
Unfortunately, traders often become personaly involved in their
trading decision and find it very difficult to reverse pogtion at some of
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the mogt opportune times. Always remember: The business is trading,
not predicting the future. The objective is to go with the market flow.
not be right in any one particular trade. A stop-and-reverse order is
only considered if the same order that is the sop-loss would also be a
trade-entry order.

Entry Strategies and Initial Protective Stop-Loss Placement

The two types of entry strategies depending on the current market position
are trend-reversal and trend-continuation strategies. Severa of these entry
strategies will be described in this section along with their initial
protective stop-loss placement.

1. The main conceptfor the initial protective stop-loss placement is as
follows: The same analytical methods and trading Strategies that signa
atrade entry opportunity must dso sgnd if the andlysis or entry
strategy was invalid. The protective stop-loss is initially placed where
the entry strategy is invalidated.

The objective of theinitial sop-loss placementisto immediatey
exit the position with arelatively small loss if the entry strategy or
andlyss isinvadidated. Remember, the overriding requirement for
long-term trading successis capital preservation. If capitd is need-
lessly reduced by remaining in losing trades beyond the invalidation
signd, capital will be less available for the trade signals that result in
the profits necessary to remain in business.

If the market moves in the anticipated direction following [he
trade-entry, the next objectiveis to remain in the trade for the majority
of the trend.

2. The main conceptfor the protective stop-loss adjustment as a trend
progresses is asfollows: The protective stop-loss is kept relatively far
from the current market activity in the initia stages of the trend until
the new trend direction is confirmed. The protective stop-loss is
brought relatively close to the market when the technical analysis
sgnals that the market is near a podtion to complete the trend.

In other words, different protective stop-loss strategies are used
depending on the postion of the market.
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Trend-Reversal Entry Triggers

Trend-reversal entry strategies are designed to buy at or very near the
bottom and sl at or very near the top. Most academic trading advisors
and educators regurgitate the often repeated trading "rule’ to never try to
buy the bottom or sdll the top. That is because their technical analysis
studies are always lagging indicators. They do not have methods that
project in advance thetime and price zones for trend reversal and the
pattern studies mat signal trend termination.

Dynamic Traders are usually prepared in advance for the high-
probability, specific time and price zones for trend reversal. Dynamic
Traders are often able to buy the bottom and sell the top with very low
capital exposure.

There are three reversal patterns that have a high probability of
forming apivot high or low if made at atime and/or price target. These are
Reversd Day (RD), Signa Day (SD) and Snap-Back Reversal Day
(SBRD). These will be described relative to an established bull trend and a
short position trade-entry. Just substitute high for low, etc. for long
position examples. The descriptive examples are daily bars. They may aso
be applied to intraday bars.
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Reversal Day (RD) Entry Signal

A reversal-day top is made when a market mates a new daily high but
closes beow the prior day's dose and the current day's open. The trend
to new highsis not able to be sustained by the close of the day- Variations
on thereversd day are thekey-reversal-day, outside-reversal-day and
outside-key-reversal-day.

Key Reversal Day (KRD): The market opens below the prior day's
close, makes a new high, but closes below the prior day's close and the
current day's open. A KRD is a stronger reversal signal than a RD.

Outgde Reversal and Key Reversal Day (OSRD, OSKRD): These
reversal days meet the criteriaof a reversal day and arc also an outside
day. OSRDs are an even stranger reversal signal than areversa day
and an OSKRD is a stronger signd, yet.

Initial Protective Stop Loss Onetick abovethe high of the RD.

Reversa Day Variaions
Eachreversa day variation makes anew high and aclose below the current

day's open and below the prior day's close.
Theiritid protective stop-lossis placed one tick abovethereversal day high.

Hew H;gh & KRD
Iﬂwe;r Close T~
Lower Open amd
{losz Below Qpen,

OSRD OSKRD

A
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Signal Day (SD) Entry Signal

The market opens above the prior day's close, makes anew high and the
close isbelow the current day's open. The open must be in the top 1/3 of
the daily range and the close must beinthebottom 1/3toqualify asa

valid signal day. Unlike areversal day, the signal day close does not have
to be below the prior day's close, only below the current day's open.

Gap Sgnal Day (CSD): A very strong daily reversal signal. The
entire daily range of the signal day is above the prior day's range
which leaves agap at the end of the day. Analysts and traders who
only consider closing prices would view aGSD reversal as a positive
day because the market closed up.

Initial Protective Stop Loss Onetick above the high of the SD.

Sgnal Day and Gap Signal Day

Open abovetheprior day'sclosefollowed by anew high

The open isin thetop I/3 of the daily range and thecl osein the bottom 1/3.
Theclosedoesnot haveto be below theprior day's close.

The initial protective dop-lossis placed one tick above the signal day high.

GED

Gap left at the close

S0 \ The close does not
cf the day.

havc to be helow the
prior day’s close.

\ [
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Snap-Back Reversal Day (SBRD) Entry Signal

A two-day reversa signd.

Day One: The market makesa new high with an open inthe lower 1/3 of
the dally range and the highin thelop 1/3 of the daily range. It gopears to
be avery bullish day.

Day Two (snap-back day): The openisin the top 1/3 of the daily range
and the close in the bottom 1/3 of the daily range. The second day does not
have to reach new highs or lows compared to Day One, The wider the
range of each day, the stronger the signal. A stronger SBRD would result
if the second day's open was below the prior day's close with anew daily
low and aclose below the prior day's low.

Initial Protective Sop Loss One tick above the higher of the two days.

Shap Back Reversal Days (SBRD)

Day 1: New high and openinthelower 1/3 of the daily range and closein
theupper 1/3.

Day 2: Open in the upper 1/3 of thedaily range and clone in the lower 1/3.
The two daysmay be in any position to each other.

The initia protective dop-lossis placed one tick above the higher high of
thetwo days.
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Trend Reversal Signals Only Valid At Time, Price and Pattern
Reversal Set-ups

These daily reversal signals are only valid as trend reversal signals when
the technical analysisindicatesthemarket isinapositionfor trend
reversal. Ideally, time, price and pattern projections are al in aposition
for attend reversal set-up. In other words, adaily reversal signal isonly
considered as atrade-entry trigger at the coincidence of atime and price
objective for areversal and at the completion of atrend-termination
pattern such as wave 5 or wave C.

Thesedaily reversa signalswill frequently occur in atrending market
and not result in trend change unless the market isin atime and price
position for atrend change. Many studies have been doneonthevalidity
of trend change following daily reversal signals. All of those studies
concluded that they were not reliable indicators of trend change. None of
these studies have considered the position of the market when the reversal
signal was made. If the market isnot approaching a set-up for trend
change, these daily reversd signals should be ignored.

For most markets, one of these three daily reversal signals will occur at
70%-80% of trend reversals of al degrees. Thesethreereversal signals
arenot triggered until the close of the day, as the signal isbased on the
position ofthe close. If amarket istrending up and makes anew high for
theday, the criterianecessary forareversal day is known - the prior day's
high, today's open and today's high. The definition of areversal day
includes a close below the current day's open and prior day's close. A
Stop-Close-Only (SCO) order may be entered at a pricejust below the
lower of the prior day's close or the current day's open. If the market
closes below the prior day's close and current day's open after having
made anew high, itis areversal day.

In the case of asignal day or snap back reversal day, we do not know
if one of these sgnalswill occur until near the close when we know the
current day'srange. If al of the criteriaexcept the dose has been met for
one of these days, we wait until 510 minutes before the close and place
the appropriate SCO order at a price that must be met on the dose in order
to satisfy the requirements for ether of these reversal signals. If atrader is
not ableto collect the open and range price information, the entry may be
made on the open of the following day.
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Initial Protective Stop For Trend Reversal Entries

Whereis the Protective Buy Stop (PPS) or Sell Stop (PSS) placed if one
of these three daily reversal sgnds occurs? In the case of one of the
reversal daysor asignal day. the protective buy stop for a short sdeis
placed onetick abovethehigh of the day as each of these Sgndsinvolves
having made anew high. If these areto result in avalid daily reversal
sgnd, the high should not be exceeded. If the high is exceeded, it is no
longer avdid daily reversa sgnd, and you want toimmediately be out of
the market and wait for the next trade set-up and reversa sgnd. Inthe
case of asnap backreversal day, the stop-lossis placed one tick abovethe
higher of the high of day one or day two.

One of these three daily reversal signals will not always occur at a
trend reversa or theideal coincidence of time, price and pattern. The
trader has one of two choicesin this cas=

1. Do not take the trade at the time, price and pattern set-up unless one of
these threereversal signalsis made. Y ou may miss entering trades at
some important tops and bottoms, but, so what? If the conditionswere
not dl in your favor at the trend reversd, atradeis not warranted. If
you limit your entry trigger to one of these three signals, you may have
fewer trades, but you should have a higher percentage of wining trades
than if you broadened your acceptable entry techniques.

Tradingjunkies may not likethisrecommendation, but their
objectiveisnot to maximize profitsbut to always beinthe market
regardless of the consequences. If your objective is to maximize
profits, you will only enter with reliable signalsthat you have proven
to yourself are valid. Remember, there is dways another trade set-up
approaching that will meet dl of the criteriaof your trading plan,
whatever that criteriamay be.

2, Include entry techniques other than these three trend-reversa sgnds.
It is not necessary to enter atrade at the trendreversal. Other trading
techniques provide entry strategies after atrend reversal has unfolded.

There are other entry techniques that may be considered at trend
reversd projections. One of these isthe Reversd Confirmation Day
discussed next. The most important factor is to alow the market to provide
at least some minor indication of the new trend direction.
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Rever sal-Confirmation Day (RCD) Entry Signal

Technically, the daily reversal-confirmation signd is not atrend-reversal
signal. Because it is usually made within one-three days of the actual pivot
high or low, | have included it with the trend-reversal signals and not the
trend-continuation sgnas. The reversa confirmation signal is used if the
market is suspected of having reversed at aprojected trend-reversal zone
but one of the three trend-reversal sgna's described above were not made
at the pivot high or low. The description of the reversal-confirmation
signal assumes the market has made apivot high and the objectiveisto
initiate a short postion.

Reversal-Confirmation Day Entry Rules

1. Atrend reversal is suspected of having taken place, but one of the three
trend-reversal patterns were not made,

2. Sdl on the doseif the closeis below the current day's open and prior
day's closg,

Thisisaminor trend-confirmation sgna that does not have al of the
gpecid conditionsof thethreereversal signals described above. It does not
consider the relationship of the dally range of the entry day, but does
consider two important factors. The daose below the prior day's close and
current day's open shows at least aminor degree of trend direction.

A morereliable signa isto add the qualifier that the low of entry day
must exceed the prior day's low. In other words, sdll on the closeif the
market has exceeded the prior day's low and the close isbelow the current
day's open and the prior day's close.
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Rever sal-Confirmation Day Sgnal

Sl onthe closeif the dose is below the current day's open and prior day's close.
The maximum distance of the protective buy stop isone tick above the pivot high.

Fig. 1 Max Protective Buy Stop Fig. 2

H m -

daily low

s HH = g

Infigure 1 above, the pivot high was not made on one of the three
daily reversal signas. While the first two days following the pivot high
made lower closes and lower lows, each of these days closed above the
open. The third day after the pivot high was a RCD where the market
closed below the current day's open and prior day's dose

Infigure 2 above, the first two days following the high are the same as
in figure 1, Day threeis aRCD, The close was below the current day's
open and prior day's close plus the day exceeded the prior day's low. This
isadtronger trend direction signal, but dso usually results in the protective
sop-loss being further from the closng entry signal. There is usually a
trade-off with any new qualification for an entry signal. In this case, the
sgna has a higher probability of being correct, but the initial capital
exposure is usually greater.

In figure 3, day four following the high is a reversal-confirmation day
while the fifth day is a RCD with anew low.
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What is the logical protective stop placement for entries following a
RCD signa? The market activity that would invalidate the outlook that a
trend reversal has been made is if the market exceeds the pivot that is
considered the trend reversd extreme. In other words, the protective stop-
loss is placed nofurther than one tick beyond the last pivot. The only
inviolate rule for stop loss placement with aRCD entry is the maximum
stop-loss position, one tick beyond the pivot extreme. There may be a
logical place to place the protective stop-loss that is closer than the pivot
extreme. In the case of figure 3 aove, the protective stop-loss may be
placed above the minor swing high prior to the RCD entry signal.

Because a market may have moved away from the pivot price before
making a RCD signal, the capital exposure on trade entries made on a
RCD signal will often be more than if adaly reversa signal were made.

All traders must have a maximum acceptable capital exposure amount
for any one trade that must be part of their trading plan. If the trade
entry/protective stop-loss strategy calls for more capital exposure than
acceptable to the trading plan, the trade simply cannot be taken.

The charts on the following pages illustrate many of these reversa
sgnds at trend reversals. The purpose of the charts is only to point out the
reversa patterns at highs and lows, not the reversal patterns that occurred
within the trend. As you will see. dmogt every top or bottom was made on
one of the three trend-reversal signals. If atrend reversal was not made on
one of the three reversal patterns, areversal-confirmation day followed the

high or low within three days and only afew points away from the pivot
high or low.
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Trend-Reversal Entry Signals
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Almost every minor and intermediate degree trend change was made
on one of the three trend-reversal signas. The high in early Dec. was not
made on one of the three reversal signals but a reversal-confirmation day
was made the day after the extreme high.

If you scan the chart day-by-day, you will find many of these daily
reversal patternsthat were not followed by achange in trend. The three
trend-reversd patterns are not considered reversa signas unless the
dynamic technical analysis signals atrend is at or near completion.

The reversal-confirmation-day entry-strategy is used if a market has
reached atime and price zone anticipated for a trend change and a trend-
reversal signa is not made. The reversal-confirmation signal will provide
at least a minor confirmation apivot has been made and alow the trader to
enter with relatively small capita exposure.
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Eight out of eight trend changes in soybeans shown above were either
Snap-Back-Reversal-Days (SBRD) or Outside-Reversal-Days (OSRD).
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Only about half of the highs and lows tor this period in silver were made
on one of the three trend-reversa sgnals. A reversal-confirmation-day
(RCD) was made within three days of the other pivots.
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Thetwo charts below show ether one of the three trend-reversa
sgnds at each pivot high or low or a reversal-confirmation-day within two
days of the pivot.
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Trend-Continuation Entry Strategies

Many traders are under the illusion that trades cannot he entered with an
acceptable capital exposure after the new trend is established. Of course
thisis not the case, Whilethe trend-reversal entry strategies are designed
to buy the bottom and sdl the top, we must aso have trading strategies
that allow usto enter after the new trendis confirmed. Trend-continuation
entry drategies dojust that,

It is important to keep in mind that we are trading againgt a pivot
reversal. The Dynamic Trading analysisfactors of time, price and pattern
are each designed to identify trend reversals aswell as the probable extent
in time and price of the new trend. There are severa entry strategieswith
low-risk and low-capital exposure to use after the new trend is established,

Insde-Day Trade Set-ups

An inside-day is a day when the high of the day is lower than the high of
the previous day and the low of the day is higher than the low of the
previous day. In other words, the price range of an insde-day iswithin the
price range of the previous day.

Anindde-day isaday of indecison. Itisaday when traders do not
have astrong conviction asto the trend of themarket. Aninside-day often
occurs after a wide-range day when the range exceeded the average range
of the prior few days. Insde-daysdso often occur ether after a trend-
reversal when traders have not yet made the decison that the trend has
reversed or after afast move and represents abrief period when traders
are catching their breath, so to spesk.

Usually, the direction of the breakout from the insde-day isthe
directionthat thetrend will continue. Even morereliable, thedirection
of the breakout of the day prior to the insde-day is the direction that the
trend will continue.

Because no single entry strategy is foolproof, each trading strategy
must provide the trigger that tells us tdls the market is not going to go
our way. Inother words, the stop-loss strategy associated with a particular
entry strategy must be formulated within the same context of market
activity asthe entry strategy, Traders must always keep in mind: All
mar ket analysis and trading strategies are a matter of probabilities,
Losses areinevitableanda cost ofdoing business. Thetradingplan
must provide a stop-lossapproach that minimizeslosseswhenthey occur.
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Indde-Day Trade Entry Set-Up Rules

1. Only enter inthe direction of the trend. What is the direction of the
trend? Against the last pivot reversal considered the beginning of the
new trend assuggested by thetime, priceand pattern dynamictrading
anayss.

2. Toenter along position, aslong asthe low of the day prior tothe

ins de-day has not been exceeded, on theday following theinside-day,
buy at onetick above thehigh of the day prior totheinside-day.

3. Placethe initid protective sl stop onetick below the lower of the low
of theinsde-day or thelow of the entry day.

Ingde-Day Entry Sgt-Up

Aslong asthe low of the day prior to the inside-day has not been exceeded,
buy the bresk above the high of the day prior to the inside-day.

Pace the initid protective sell-stop onetick below the lower of the inside-
day or entry-day low.

Buy Stop w0 enter

=

Protecuve Sell Stop

Trend Up
Buy Stop
‘ Protechve Sell Swp
lower of Ingide-day or
‘ l eniry-day low,
I Teend Up
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Insde-Day Entry Strategy
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All of theinsde-days (ISD) for the period shown for the S& P are
marked by the software program with a small solid box above the inside-
day. For these examples, we are considering the inside-days out of the
context of any technica analysis and trend position. We will assume the
technical analysis signalsthe trend is up throughout this period and only
buy-signals would be considered.

|Ds #1-4: Each of these four inside-days were ideal trend-continuation
trade set-ups. In each of these four set-ups, the day following the inside-
day exceeded the high of the day preceding the inside-day and provided a
buy signal.

ISD #5: A long trade was not eected as the high of the day prior to the
inside-day was not exceeded prior to the sharp decline.

ISDs#6 and 7: Each wereided trend-continuation trade set-upswhere the
trend continued higher.

ISD #8: The day following 1SD #8 exceeded the low of the ISD but not
the low of the day prior to the insgde-day. A long trade was eected with
the initial protective sell-stop one tick below the entry-day low.

ISD #9: The day following ISD #9 opened below the day prior to the
inside-day voiding abuy entry signd.
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Assume the Dynamic Trading analysis signaded the trend was up from
the Sept, 6 low, dawn fromthe Dec. 3 high and up again from the Jan. 29
low. Which inside-days would have been followed by a trade entry?
Which would have been stopped out with a small loss?

Trend Up From Sept 6 - Only Long Trades Conddered

#1: No trade entry. The day following the ingde-day did not exceed the
high of the day preceding the inside-day.

#2: No trade entry. The day following the inside-day did not exceed the
high of the day preceding the inside-day. However, as we will ssein the
next section, the day following the ingde-day was an outside-day entry
Set-up.

#3; No trade entry.

#4. An ided trade entry. The bullish trend continued without slopping out
the insde-day entry strategy.

#5. Another successful trade entry. The trend continued up.

#6. The trade would have been stopped out on the second day following
the ingde-day. If the market was a or approaching atime and price target
for atrend-reversal top in late Nov.-early Dec., the trade would not be
taken.

Trend Down From Dec, 3 - Only Short Trades Consdered

#7. Two consecutive inside-days. A short trade was not triggered.
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#8: A short trade was not triggered. The day following the inside-day did
not exceed the low of the day preceding the inside-day.

#9: No short trade was triggered,

#10: A short trade was triggered and stopped out the same day for asmal
Joss.

Trend Up From Jan. 29 - Only Long Trades Conddered
#11: A long trade was not triggered.

There were twelve inside-days during this five month period for
bonds. Four inside-day trade set-ups were triggered. Two were profitable
entry strategies as a consstent bull trend continued after the long position
entries. Two were smdl losses.

While insde-days occur frequently, atrade was not triggered
following each insde-day. Whether atrade is triggered depends on the
trend direction and the price range following the insde-day.

In severd of the cases with these two charts, the day following the
insgde-day did not exceed the range of the day preceding the inside-day
and atrade was not triggered- The rules could be expanded to include a
breakout in the trend direction of the day prior to the insde day at any
time following the inside-day. If this rale were added, trade entries for the
bond period shown above following 1SDs numbers 2, 8 and 11 would have
been successful entries.

Why haven't | broadened the rulesto include abreakout of the range
of theday prior to the insde-day at any time following theinside-day?
Because| haven't thoroughly tested this broader rule on awide variety of
markets, and | only want to present to you those strategies that have been
thoroughly tested which have the highest probability of success.
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Outdde-Day Trade Sat-Ups

An outside-day is a period of range expansion, A market usually continues
in the direction of the close of an outsde-day. The outsde-day entry set-
up requires the market to be monitored during the day.

Outdde-Dav Trade Set-Up Entry Rules

1
2.

Only enter in the direction of the trend.

For abuy set-up, if the market first exceeds the low of the prior day
without having exceeded the high of the prior day, buy onetick above
the high of the prior day.

Place theinitial protective sdll-stop one tick below the low of the entry
day up to the time the trade is entered,

Exit the position on the close if the close is below the current day's

open and prior day's close. The failure of the dose to be in the
anticipated trend direction is a negative signal and reason to exit the
trade.

Outdde-Day Entry Set-Up

If the market hasfirst exceeded the prior day'slow, buy the break above the
prior day'shigh.

Place the protective sl stop onetick below the low of the entry day.

Exit thetrade on the close if thecloseisbelow the current day's open and the
prior day'sclose.

Buy Siop
- — Buy Stop
™ Exiton
‘ Protective Sell Stop ‘ cloge
Trend Up | | | Trend Up

6-23




Trading Strategies and Trade Management

Outsde-Day Plus Entry Strategy (OSD+)

The outside-day entry strategy described above requiresthe market to be
monitored during the day. If this is not possble, enter on the bresk of the
outside-day the following day if the break isin thedirection of the trend.
Alsousethisentry strategy evenif theoutside-day entry wasexited onthe
dos= Maintain the buy order until the market has broken out of the range
of the outside-day.

Outdde-Pay PlusEntry Rules

1. Only tradein thedirection of thetrend.

2- For abull trend, place abuy-stop onetick above the high of the
outsde-day. Maintain the buy-stop until the price range of the outside
day isexceeded.

3. Placetheinitia protective sdl-stop onetick below thelow of the
outsde-day.

Outsde-Day Plus One (OSD+)

Only teke asignd in the trend direction.

Buy one tick above the outside-day high.
Placetheprotective sl stop onetick below the outside-day low.

Buy Stop |
Protectve Sell Stop ‘ .

|
]|I'l I*l

Teend Up Trend Up

Buy Stop

P5s
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Outdde-Day Entry Strategies

Trend Down From Sept. 12
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Trend Down - Only Condder Short Entries

Each outsgde-day for this period is marked by athe solid box above the
day- A bear trend began Sept 12. Only short position trade set-ups are
conddered. For short position set-ups, the high of the previous day must
be excesded during the day before the sdl-sop below the previous day
may bemade.

Sept. 23: An outsde-day was made, but the open was below the low of
theprior day. A sell order was not considered asthe low of theprevious
day wasencoded beforethehigh. An OSD+ may be possble the
following day. As long asthe high of the outside-day is not exceeded,
maintain asall-stop one lick below the low of the outside-day. Three days
later, the sdl order iselected. The protective buy-stop is placed one tick
above The high of theoutside day. It was never dected as the trend
continued down.

Oct. 2: The open is above the prior day's high. Place the sdll-stop one tick
below the prior day'slow. The sell order is dected later in the day. The
doseisbdow the current day's open and prior day's close. The protective
buy-stop isplaced onetick abovethe Oct. 2 high. Traderswho didn't enter
short on Oct. 2 may place asell-stop one tick below thelow of the outside
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day foran OSD+1 sl strategy. Thiswould have been €l ected the
following day.

Oct. 21: Beansopened one Tick above the prior day'shigh. A sdl-stop is
placed one tick below the prior day's low. It is eected later in the day. The
short trade is not exited at the close of the outside-day because the close is
below the current day's open and prior day's dose. The protective buy-
stop is placed onetick above the high of the outsde-day. The short
position is sopped out three days later.

Buy above the prior day’ _— J,- 1Bt
high for both cutside-days, ﬁ“‘“‘?ﬂg Wit fl
J'rnh h], g
+ H
-{-Ifl lJl 0
. T!i ] HJHI{J% -
! | Buy above the prior day’s
" 1,1 .] high for both outside-days, oo
= +
I“.IH il .~ Buy ahove prior day's high.
[ o
. Trend Up From Sept. &
s A 5 i L1
3% B 13 0 2 Hxt 11 W X e & 1% 2 2B e 13
 Tue 3 San.0F [0 108727 [ HI0F JLIDFD [ S0 L

Trend Up - Only Consgder Long Trade Entries
Sept. 6 was an outsde-reversal-day which began the bull trend.

Sept. 10: Since thetrend is up, only sat-ups for long trades are considered.
This outsde-day did not meet the conditionsfor along entry.

Sept. 23: Perfect outsde-day entry set-up. Bonds opened below the prior
day's low. Place abuy-stop one tick above the prior day's high. The buy-
stop was dected later in the day and the close was abovethe current day's
open and prior day'sclose. The protective sdl-stop is placed one tick
below the low of the outside-day. Bonds continued straight up.

Oct. 9: The set-up conditions for along position were not made.
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Oct. 25 and 29: These were both ideal outside-day trade set-ups for long
positions. A buy was dected each of these days one tick above thehigh of
the previous day.

Nov. 20 and 25: Both these days were aso perfect outside-day trade set-
upsfor long postions. The protective sdll-stops beow the lows of the
outside-dayswere not dected.

Of the seven outside-days during the Sept, 6 1ow - Dec. 3 high bull
trend (9/6 reversal day not counted), five met the conditions for along
trade entry. Not one of the five was sopped out. The trend continued up
Ineach case.

Outsgde Day Plus One Each of the days above that made the

trade entries dso could have been entered on the day following the
outsde-day with theOSD+ lentry strategy. The capita exposurewould
have been dightly higher for each of these entries as the buy price was
dightly higher.

Outsde-day trade entry drategies are very high probability with
relatively low capitd exposure. Like dl trade entry strategies, they must
be considered in the context of the trend direction and the postion of the
market within the trend. If the dynamic technicd andysisis sgnding a
trend is near termination, new trade entries should not be considered
except for very short-term trades of 1-3 days.
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Gann Pull Back Trade Entry Set-Up (GPB)

The Gann Pull-Back entry strategy isbased on W. D. Gann's observation
that minor corrections in trending marketsusudly only last three daysor
0. Thisis a correct observation as anyone who has studied market trends
is aware. The Gann Pull-Back trade set-up isdesigned to enter atrade on
the minor corrections against the main trend.

Gann Pull-Back Entry Rules

1. Only enter in thedirection of the trend.

2. For asdl set-up, the three most recent days must each have higher
highs or any combination of two higher highs and an insde-day. Just
the opposite for abuy set-up,

3. For asdl s=t-up, place a sell-stop one tick below the low of the prior
day once the set-up conditions are met.

4. If themarket makes anew high, adjust the sdl-gop onetick below the
low of the prior day.

5. Pacethe initial protective buy-stop one tick above the higher of the
high of entry day or the day prior to entry.

6. Exitthepostion onthedose of theentry day if thedoseisabovethe
current day's open and the prior day's close.
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Gann Pull-Back Trade Entry Set-Up
If the market has made at least athree day counter-trend, sell one tick below the
prior day's low.

Pacetheinitial protective buy-stop onetick above ihe high traded for the
correction.

Trend Direction Down

l ‘Three higher highs.

Set-up comditions o sell comoplets.
Sefl-stop to entet o Lick
’ I | below the prior dey’s low.

Flace the protective buy-stop {FEE)
one hick above the highet of the entry-
‘ PBS / day high or prior day 'z high,

| l | | ‘ ESE]I Ztop To Enter

Flace the profective buy-stop ooe
. tick above the higher of the entry-
day high ur prior day's high. This

'Z example assumes the entry-day

high was made prior to the scll-

I slop being elected.
| \ I |_ Sell Siop To Enter

&
=

above the entry day apen and

[/ the prior day s close.
‘ | | l LI i Sell Stop To Enter

I Exit on close if the close is
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Trend Up - Only Condder Long Trade Set-ups

The S&P bull trend was well established in Oct. 1996. The Gann Pull-
Back trade entry technique should only be used to initiate long positions,
The days following the Oct. 21 high ate numbered for reference,

Day 3. The sat-up conditions have been met. The S&P had made three
consecutive lower-lows on Day 3. A buy-stopis placed one tick above the
Day 3 high.

Day 4: The buy-dop abovethe Day 3 high was not elected, A new low is
made on Day 4. Adjust the buy-dop to one tick above the Day 4 high to
enter a long position.

Day 5: The buy-stop was dected. The initial protective sdll-stop is placed
onetick below the low of Day 4. The low of Day 4 was onetick below the
prior day's low. This protective sgll-stop was hit later intheday for a
small loss on the day. Because the market has made another consecutive,
new low. anew buy-stopis placed one tick above the high of Day 5,

Day 6: A new low is made without el ecting the buy-dop onetick above
the previous day's high.

Day 7: The buy-stop to enter along position is adjusted to one tick above
the Day 6 high. Thebuy-stop is elected. The tradeis exited on the dose

for aloss asthe close is below the current day's open and prior day's
close.
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Thefollowing day, the bull trend resumed. The Gann Pull-Back entry
strategy has not placed the trader in along position on the sx day correc-
tion. Theruleto exit the trade on the lower close on Day 7 took the trader
out of along position on the day prior to the resumption of the bull trend.
Professiona traders stick to the entry rules, even if the rules occasionally
take you out of atrade.

Three days later on Day 10, the S& P made an insde-day trade set-up.
Thefollowing day (Day 11) triggered along position on the inside-day
trade set-up and the S& P went straight up from there more than making
up for the two small losses on the Gann Pull-Back trades.

| purposely chose an unsuccessful examplefirst, so you would keep
afirm grasp on reality and the principles of trading. Not al trading
strategies are successful all of the lime. The key isto follow thetrading
drategy ruleswhich are designed to keep losses smdl. It is aso important
to have two or three trend-continuation entry strategies as part of the
trading plan. When one falls, the other islikely to be successful.
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Gann Pull Back Trade Setlps 290 00
The maein trend ig up. Only eonsidar kang trade agl-ups. ' J,

Trend Is Up - Only Consder Long Trade Set-Ups

The above chart shows thefirst correction that followed the Oct. 1996
correction on the previous chart. A high was made Nov. 26 followed by
three days that traded within the range of Nov. 26. On the third trading
day following the Nov. 26 high, the S& P madethefirst lower-low.

Day 3: Thethird lower-low. The set-up iscomplete. For along trade entry
on Day 4, place a buy-dop onetick above the Day 3 high-

Day 4: The buy-stop iselected to enter along position. The initial
protective sell-stop is placed onetick below the Day 3 low. However, the
trade isexited on the closefor asmall loss. The close of entry day was
below the current day's open and the prior day's close.

Day 5: At the end of Day 5, the set-up conditions of three lower-lows or
two lower-lows and one insde-day are not met The S& P has not made
three consecutively lower-lows. The S&Prallies for two days (Days 6-7)
followed by a resumption of the decline.

Day 10: A new set-up for apotential long tradeisin place. The S& P has
made three consecutively lower-lows at the completion of Day 10. A buy-
stop to enter along position is placed one tick above the Day 10 high.
Day 11: Thebuy-stopiselected astheDay 10 highisexceeded. The
initial protective sdl-stop is placed onetick below the Day 10 low. The
sdl-stop iselected later in the day for aloss Even though the prior day's
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high was exceeded, the S&Pis still making lower daily lows, A new buy-
stop is placed onetick above the Day 11 high

Day 12 A new low is made and the buy-stop above the prior day's high
is not reached. The buy-stop is adjusted to one tick above the Day 12 high.
Day 13: The buy-stop is eected for along postion. The initial protective
sdl-gop is placed one tick below the Pay 12 low. The S& P rallies
strongly. Withinjust aday or two, the gain from the long trade has more
than off-set the losses from the first two attempts to position long.

A minor high is made Dec, 3L

Day 16. The S& P has made three lower-lows for a Gann Pull-Back trade
entry set-up. A buy-stop to enter along position is placed one tick above
the Day 16 high,

Day 17: The buy-stop is elected. The initid protective sdl-stop is placed
one tick below the Day 16 low. The bull trend continuesto new highs.

As you can see from the sat-ups and trades of these two charts, the
Gann Pull-Back trade entry technique is designed to enter in the direction
of the trend following minor corrections to the main trend. It may take two
or three attempts to enter. The key is that unsuccessful trade entries only
result in relatively small losses which should be quickly recovered by
profits of the successful trade entry.

As with al trend-continuation entry techniques, itis critical to first
determine the main trend direction and only take trades in the direction of
the larger degree trend. It is dso important to be alert if the Dynamic
Trading analysis indicates atrend is nearing completion. If it gopears to be
nearing a zone with ahigh probability of completing the trend, trade
entries should be avoided.

There are many other trend-reversd and trend-continuation entry
dtrategies that are applicable to unique situations. Whole books have been
written on short-term entry strategies such as Connor's and Raschke's
Street Smans and Cooper's Hit and Run, both of which are highly
recommended. If incorporating other short-term entry Srategies, keep in
mind to only consider them within the context of the trend direction and
market position.
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Protective Sop-Loss Adjusment - Protecting Unrealized Profits

The prior sections described theinitial trade-entry strategy and the initial
stop-loss placement. If the trade-entry strategy is successful and the initia
protective stop-lossis not elected prior to the trend continuing in the direc-
tion anticipated, the next objective is protecting the unrealized profits of
the trade.

If a protective dop-loss is brought too close to the current position of
the market, the trade may be sopped out on a short-term reaction prior to
continuing the trend. If the protective stop-loss is kept too far from the
current position of the market, a substantia portion of the unrealized
profits may be "given back" if atrend reverses prior to an anticipated
reversal.

Whilethereis no perfect solution to thisconundrum, Dynamic Trading
analysis and trading strategies will help to limit losses and protect the
majority of unrealized profits.

The Principles of Stop-L oss Placement

Dynamic Trading analysis methods help to identify how long intime and
priceatrendis likely to continue, the specific time and price zones with a
high probability for trend reversal and the pattern that signals atrend
termination.

1. The protective sop-loss should be kept relatively far from the current
market position until the trend is confirmed.

2. The protective stop-loss should be brought relatively doseto the
market position when the Dynamic Trading analysis sgnds atrend
has a high probability of terminating.

3. Asatrend continues, traders must have aplan to adjust protective
stops to either reduce the capita exposure for aloss or protect
unrealized profits.

4. If amarker approaches a set-up of projected time, price and pattern
that signas the trend has a high probability of terminating, the
protective sop-loss should be brought very close to the current market
position.

There are many protective stop-loss strategies that may be utilized.
The most effective and logicad ones will be contingent on the market
activity asit unfolds.

Theinitia protective stop srategies for trend reversa and trend
continuation trade-entry have already been described. It isusually prudent
to kegp the initial sop away from the market in theinitial stages of atrend
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until the market has confirmed that anew trend is underway. Theinitial
stages of atrend can often be volatile with the market coming back to test
the pivot extreme. What about when atrend is underway? How is the sop
adjusted on aperiodic basis as a market trend progresses?

Swing Stop-Loss

The simplest method for stop-loss placement is to place the protective
stop-loss (PSL) just beyond the prior swing low or high. The definition of
a bull market is the market that makes higher-highs and higher-lows. If the
most recent low is exceeded, the bull trend is probably over. If the most
recent high is exceeded, the trend is confirmed,

A drategy to adjust the protective stop-loss in abull trend is to place it
one tick below the prior swing low. As higher swing lows are made, the
PSL is adjusted to the new low. Swing highs and lows must be objectively
defined. What are the draw-backs to this simple but logical method of
stop-loss placement?

1. Inasdtrong trending market, price may move a gresat distance without
making anew swing pivot. The PSL may remain agreat distance from
the current market position and a substantial unrealized profit may be
greatly reduced before the PSL is eected.

2. If amarket enters a prolonged, volatile trading range, the trader may
be whipsawed to ruin prior to the trend getting underway. In the long
run, net profits will only accrue from markets with large and consistent
trends. Consistent losses will occur in trendless, choppy, trading-range
markets. The relatively large profits that accrue from the major trends
will often not overcome losses from high-volatility, trendless periods.

A swing high or low should only be considered as a maximum sop-
loss position. Theinitial stages of atrend usually have larger reactions
with greater volatility as the consensus of traders is not yet-one sided. In
the latter stages of the trend, reactions against the trend are usually
relatively shore in price and time as the vast mgjority of traders are one-
sded in their opinion of the market pogtion.
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Three-Day Low or High (3DL or H)

If atrendisvalid, there should only be minor corrections to the trend. If
you examine long hitories of daily charts for many markets, you will find
that once atrend is underway, the market will usually not retrace the range
of the prior three days. The three-day high or low may be used to adjust
the protective stop-loss as amarket trend progresses.

A three-day low is the lowest price of the three days from the extreme
high, inclusive of the high day. Insde-days are not counted. It is not the
same asthe low of the most recent three days.

Three-Day Low

The lowest price of thethreedaysfrom the extremenhigh, inclusive of thehigh.
Insidedays are not counted.

' Figure 1 1 Figure 2 !

H'W ;izml[-

DL ({inside-day not cownted)
1

‘ iDL

Figure 3 1 Figured
2

3

3DL (inzide-days not counted)

a

In the figures above, the three days used to determine the three-day
low arelabeled 1,2 and 3, Day oneis always the highest price of the
immediate trend. In figure one above, the inside-day following day-two is
not counted. In figuretwo, day-three is not an inside-day. In figure three,
the two days following day-two both traded within the range of day-two.
Neither day is counted for the 3DL. Day-ais an inside-day to day-two.
While day-b is not normally considered an insde-day because it traded
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outsde the range of the prior day, it did not trade outside the range of day
two. The next day will not be counted until the range of day-two is
exceeded. In figure four, the 3DL will not change until price moves
outsde the range of the high of day-one and the low of day-two. A three-
day low is not the lowest price of the prior three days, but the lowest price
of the three days from the extreme high inclusive of the high and exclusive
of insde-days,

Adjusting Protective Stop-Losses To The2DL and 1DL

Stop-losses placed one tick below the 3DL will usually keep you in the
market through the mgjority of the trend. As amarket nears atarget with a
high probability of completing the trend, the stop-loss should then be
adjusted daily closer to the current market position to the two or one-day
low.

The charts on thefollowing pagesillustrate when three-day lows and
highs were exceeded for severd markets. These chart illustrations are
smply for you to be able to identity the position of the three-day highs
and lows. Other analysis and trading factors are not considered.
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Three-Day Lows

During the Dec. 17, 1996to Feb. 19, 1997 radly, the S& P exceeded the
3DL threetimes asnoted by the bold horizontal bars on the chart below.
Daily reversal signas are also noted.
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The main trend of the S& P was very bullish during this period. Asyou
can see, the S& P remained above the 3DLs throughout this period right up
to the minor tops prior to the corrections.

Only the 3DLs that were exceeded are marked by the bold horizontal
lines an the chart. The dates of the swing highs and lows arc noted. Follow
the daily bars one day at atime beginning with the Dec, 17 low and note
each new 3DL. Remember to not count the inside-days.
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Three-Day Highs (3DH)
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Slver wasin acondgtent bear trend from the Aug. 1996 high into
the Jan- 1997 low. Thefirst 3DH to be exceeded wasthetrading day
following the Nov. 6 low.

Note that the 3DH inlate Sept. was far above the market and was
never exceeded during the three week correction that began from the

Sept, 20 low.
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Three-Day Highs (3DH)
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Bonds exceeded the 3DH just three times during the Dec. 3,1996 to
Jan. 29, 1997 decline. Remember that these examples are only to show the
positions of the 3DHs without congderation to market position or Trading
drategies.

A 3DH or L would not be used as a protective stop-loss target if the
time, price or pattern analysis sgnaled a trend was near termination. The
stop-loss would be adjusted to the two or one-day high or low.
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Multiple Contract Pogtions - Short and Intermediate Term Trades

Initial positions should be taken with two or three units. A unitisa
specified number of contracts. For our discussion, we will consider one
unit is one contract. If two contracts are traded, one contract should be
conddered a short-term position and one an intermediate-term position.
If the market moves in the anticipated direction, the objectiveis to lake
profits on the short-term position relatively quietly and remain in the
market with the intermediate-term position for the mgjority of the trend.

Why cover the short-term position relatively quickly? If the technica
analysis of the marketswas right-on al of thetime, wewould hold al
positionsto theultimate trend objective. No analysis method is correct dl
of the time. The objectiveis to take profits on one unit relatively quickly
in the event the market does not reach the trend objective,

Profit Objective For Short-Term Pogtions

What isthe target for profit-taking on the short-term position? As with
every aspect of trading, the first consideration is the philosophy or concept
behind the trading guideline.

Short-Term Profit Objective

The minimum profit objective for the short-term position should be
the minimum price target anticipated if the main trend isnot in the
direction anticipated but is only a correction.

For instance, if the trader believes that anew bull-trend is beginning,
what would the price objective beif the rally was only atypical correction
to the prior bear-trend. In other words, what is the minimum expectation
of therdly if itisonly acorrectiveraly to abear trend and not anew bull
trend? The short-term long position would be covered if the market
reached the minimum price anticipated if the main trend had not turned
and the rdly was only a correction.
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Price Objective For The Short Term Position

The minimum price target if the main trend is not in the direction anticipated.
With the case below, if the raly is acorrection and not the beginning of a new
bull trend, the mini mum objective anticipated for an ABC correction is usudly
where wave-C equals the price range of wave-A.

Price chjective for one unit (short-term position) at
the 100% Alternate Price Projection where the
price range of C would equal the price range of A.

y

Aorl
Assume bwo unit long
~ position taken near B or 2,
Borl
Beginning of
Bull Trend?

In the example above, profit should be taken on the short-term postion
ether a or near the 100% Alternate Price Projection or the trailing
protective sdl-stop on the short-term position should be adjusted close to
the market such as onetick below the prior day's low if the 100% APPis
reached.

The examples of short-term profit objectives on the following pages
do not attempt to show dl of the possibilities. They only show the
assumed mgjor trend and where is the short-term profit objective. They
are designed to makeyou think. If you know how to think in terms of
your trading objective, you will be gble to make a logicd trading decison
regardless of what ever market activity unfolds.

The examples on the following pages do not show how the market
activity progress after the short-term profit objective was met. We are only
concerned at this point in time with how to arrive at aprofit objective for
the short-term units of a multiple-unit position.
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Short-Term Profit Objective
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Let's assume that our analysis of the bond market concluded that the
Dec. 3 highwas the beginning of abear trend that should continue to
dedline bdow the Sept. low. Where should the profit objective be for the
ghort-term units of a short position?

The profit objective for the short-term postion should be at the price
target that would be anticipated if our outlook for a new major bear trend
was incorrect and the decline from the Dec. 3 high was a correctionto a
bull trend and not the beginning of a new bear trend.

If abear ttend isunderway, Dec. 17 should be aWave-1 low and
Dec. 30 should be aWave-2 high. If the decline isacorrection, Dec. 17
should be awave-A low and Dec, 30 awave-B high. The price zone of
10922-109.17 would be the logica objective for awave-C low if the
decline is acorrection. This price zone includes the 100% Alternate Price
Projection where W.C = 100% W.A and the 61.8% retracement of the
prior rally. On Jan. 10, bonds tagged this price zone. Either profits should
be taken at this price or protective sell-stops brought very close to the
market pogtion on the short-term units,

It isimportant that you understand the line of thinking here. We are not
concerned whether bonds continued lower or not. We are only concerned
with the process of taking profits on a portion of the short position.
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Short-Term Profit Objective
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Crude made what gppeared to be awave-5 high on Jan. 9 on akey
reversal day. Let's assume our analysis suggests a major bear trend
began with the Jan. 9 high and we took a multiple short position at or
near theJan. 9 top. Theinitial sharp decline and rally islabeled 1 or A
and 2 or B on the chart above. The samewide-range bar is both the low
and high. The intraday chart (not included) shows that the low was made
early in the day and the high near the end of the day.

If the decline were to be an ABC correction, the typical price objective
for the wave-C would be the 23.89-23.60 price sone. This price zone
includes where W.C = WA the 50% retracement from the Nov. 6 low,
the 61.8% retracement from the Dec, 11 low and the 100% Alternate Price
Projection of the Dec. 6H-Dec. 11L.

Crude reached this price zone in the second half of Jan. The short-
term, profit-taking units of the short postion should either be covered at
this price zone or the protective stop-loss brought very close to the market
such as trailed onetick above the one-day-high
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Short-Term Profit Objective
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On Feb, 19, the S& P made areversal day high. Let's assume we
considered that top as the beginning of amajor bear trend. The S&P
dedined to makea swing low and highthat arelabded 1. or A and 2or B
on the chart above. If the decline were a correction and not the beginning
of amajor bear trend, the typical price objective for the correction would
be 795.70-791.95. This price zone includes where W.C = 100% W.A and
the 50% retracements from the prior two lows (Jan. 28 and Feb. 5) prior
the Feb. 19 high.

The S&P dightly exceeded this price zone and reversed sharply up.
Profits on the short-term units of ashort position would be taken when
this price was reached or the protective stop-loss brought very closeto the
market

Onthe chart above, | have shown afew days following theMarch 3
low. If afive-wave bear sequence had begun from the Feb. 19 top, the
S& P should not trade above the wave-1 low prior to completing the five-
wave sequence. Remember the Elliott Wave guideline that wave-4 should
not trade into the price range of wave-l.

In early March, the S& P traded and closed into the range of wave-1,
voiding afive-wave count. Where do you think the logical protective stop-
loss price would be for the long-term units of a short position? If the S& P
trades above the wave-1 low and closes above the wave-1 closng low, the
five-wave, bearishimpulse sequenceisvoided. All short positionswould
be abandoned when this occurred.
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Intermediate-Term Front Objective

Whereis the objective for the second unit of a pogtion? It is most

important to first have aconcept of what we are trying to accomplish
andthe practical application usually followswithlittleeffort.

Intermediate Term Profit Objective

Theintermediate-term profit objective iswheretime, price and
pattern coincide to signal the termination of the trend.

In other words, the profit objective isdefined by the market activity
particular to any one situation. While this sounds very vague, itisfirmly
grounded in theredlity that amarket is dynamic and fixed rules for profit-
taking are not based on the redlity of a dynamic market. Dynamic Trading
anayss methods will usually provide you with afirmopinion of the
current position of amarket and the high probability objectives of any
trend or counter-trend.

We will take alook atjust one example of how to be prepared for an
intermediate-term pogtion profit objective. Theimportant lessonto learn
from thisexampleishow tothink in terms of identifying aprofit

objective. The Putting It All Together chapter will provide avariety of
examples.
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Intermediate-Term Profit Objective

The chart example below of bonds declining into the Nov. 1994 low was
shown in the chapters on time, price and pattern analysis. We will include
dl of the factors here to illustrated the objective for an intermediate-term
position- The previous chapters provided more detail on the position of
bonds going into the Nov. 194 low.

Asyou will recall, Aug. 2, 1994 was awave-4 high counting from
the Oct. 1993 high. In early Oct. 1994, bonds declined to make a wide-
range, reversal day upon Oct. 7, just two days following a Dynamic Time
Projection with a potential for making alow. Two factors clearly indicated
that the low was probably not complete on Oct 7.

1. Clearly, afive-wave dedine had not completed. The decline from the
Aug. 2, 194 high to the Oct, 7, 194 low had all of the characteristics
of the first three waves of a five-wave sequence.

2. TheTime Rhythm Zone projection for alow did not begin until Oct.
26. The second Dynamic Time Projection of Nov. 11-14 fell right
within the TRZ for alow.

These two factors, time and pattern, strongly suggested that bonds
would continue lower to at least late Oct. before completing the decline
from the Aug. 2 high. The time, price and pattern factors had not
coincided to signd the trend was complete.
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Following the Oct. 18, W.4:5 high, bonds continued to decline to
new lows as anticipated. A price target for the W.5:5 low was 96.14-
96.00, Bonds had declined to new lows into the Time Rhythm Zone for a
low which began Oct. 26. On Nov, 11, right withinthe TRZ for alow and
aDynamic Time Projection for trend change (Nov. 11-14), bonds made
alow of 96,01, precisely within the price target for the low.

Time, price and pattern had al coincided to signal the bear trend was
at or near completion. The intermediate-term profit objective had been
met. Bonds had now reached the ideal target to complete the bear trend.
Protective buy-stops on short positions should be brought very close to the
market such as one tick above the prior day's high. Thefollowing day,
bonds completed a snap-back-reversal day. The bear trend was compl ete.

This is a rea example of the power of Dynamic Trading analysis and
trading strategies. Wouldn't it be nice if every market trend unfolded in
textbook, symmetrical five-wave structures and completed every trend at
the projected time and price targets? They don't, but that is not important
for this discusson. What is important is that you understand the conoept
of trend and profit objectives. When you understand the concept, you will
be able to judge from most market positionsthe logica objective for the
trade.

A profit objectivefor the intermediate term position iswhen the
dynamic technical analysis signalsthat atrendisat or near
completion. That iswhen protective stopsare brought very closeto
themarket.
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Trading Log - An Important Key To Success

It is very important that al traders keep atrading log of one form or
another, particularly in the early years of trading until good analysis and
trading habits are formed. The trading log may be in ajournal form with
entrieseach day concerning the relevant information for each market that
you intend to trade or in a chart / data format. It islessimportant how
detailed is the trading log than whether it is consistently updated on a
regular basis.

Consistently keeping atrading log will provide severd benefits.

1. It will help ensure that you keep current on al relevant information
needed to make a trading decision.

2. You will be prepared in advance for the market activity that provides
an acceptable trade set up.

3. Youwill have written down in advance the trading strategies to
implement including the specific entry and initia protective stop-loss
orders.

4. It will facilitate the trader to keep assessed of the market position in
order to manage the trade until closed out.

5. You will have a hard copy record of the trade for later review to
discover if you have followed your trading plan and can improve
on the analysis techniques, trading strategies, etc.

6. A conssently updated trading log will help you to define specific
trading rules and Strategies.

7. Thetrading log will be a permanent record of your thoughts, ideas and
motivation for each trade which will help you to learn about yourself
asatrader.

If the trading log is kept in ajournal format, | suggest keeping a
separatejournal for each market or at least for each market group. That
way it will be easer to follow the line of thought regarding the analysis
and trading strategies for each market.

1 use and recommend a chart / critica information format for severa
reasons. | know the key information that | need to develop an opinion of
the pogtion of a market and the necessary trade set-up to condder entering
atrade. Since the categories of that information are dways the same, it is
eeded to develop aform where 1 will not forget to include the key
information, and | can review the critica information quickly.
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In the many years of teaching market analysis and trading strategies to
hundreds of traders and prospective traders through my workshops,
newsletter and home study course, dmost every successful trader that 1
have talked to keegps a trading log of one form or another. And, they
review the trading log on aregular basis for keysto avoid mistakes and
improve trading performance in thefuture. Virtually none of the
unsuccessful or prospective traders keep trading logs. That should tell you
something,

A trading log should include the key information necessary to make a
trading decision. It should aso include abrief description of your opinion
of the market, what will constitute atrade set-up and what are the specific
triggers that will signa atrade.

One of the important benefits of atrading log is that it helpsto employ
the discipline that dl of the decisions for trading are made in advance,
Once the criteriafor atrade are decided upon, it is smply amatter of
waiting for the market to meet that criteriaand the trader then automati-
cally takes action.

Thefollowing pagesincludeformatsfor atrading log that are hel pful
to prepare for and follow through on atrade. | liketo keep all of the
relevant information on one page which includes acurrent chart of the
market. | use three different worksheets which are the Trade Preparation
and Initiation, Trade Management and Closed Trade Critique Worksheets.
The descriptions of the trading logs begin on the following page.

The Putting It All Together Chapter will include completed trading

logs.
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TradePreparation and I nitiation Wor ksheet

The purpose of this form isto ensurethe trader is aware of al of the
critical information necessary before making atrade. Thisformis
completed as amarket is approaching a set-up for apotentia trade.
Therelevant technical informationisincluded aswell asthe " set-up”
that isrequired toinitiatethe trade and what trading action will betaken
if atrade isinitiated.

Trade#/Date: Assgn anumber to the trade and date the worksheset. I
multiple worksheets are made relative to the one trade, they will bekeptin
order.

Objective: Theobjectiveisashort note of what to anticipate from
thetrade within the context of the analysis. It is often stated interms of
the pattern that isdevel oping and may state the relative degree of the
trade anticipated such as short, intermediate or long term.

Trend: Included are the three degrees of trend of the current market
position. If your trading plan includes the restriction of never trading
againg the intermediate term trend, this will be a reminder in which
direction you must trade. Alwaysinclude the date of the pivot each
trend began.

Time (PTPPs}: The Projected Turning Point Periods projected from
the padt pivots. Includethe date of the past pivot and the projected dates.

Price-Res. (Resistance) and Support: Showsthepotentid price
support and resstance zones and the date of the pivots from where they
areprojected.

TCS(Trend Continuation Sgnal): Usually apricelevel that, if
exceeded, indicates the continuation of thetrend. Can dsobe atime
objective. If the trend continues beyond the time objective it isa sgna
that the trend will continue.

TRS(TrendReversal Sgnal): Usualy apricelevel against thetrend
that, if exceeded, Sgnasthe current trend is exhausted and has reversed.

Pattern: The current position of the market rel evant to pattern.
Frequently includes an Elliott wave count. It may beassmpleasa
statement whether the market is in animpulsive or corrective position.

Set-Up: Briefly describesthemarket activity that isrequired for atrade
set-up. Thiscould be areversal sgnd at atime and price coincidence,
break-out of a prior swing pivot or any other criteriathat isrequired before
atradeis acceptable.
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Action To Take: Thisisthe tradethat will be taken if the market meets
all of the trade criteria. It includes the details of how many futures or

option contracts will be purchased or sold.

Order: The order is the specific order given to the broker. It includes a
space for the order number given by the brokerage company.

Filled (D/T/P)?: The date, time and price an order is filled.

Canceled fD/T)?: The date and time if the order is canceled prior to
being filled,

initial PS (Protective Stop): Theinitial protective stop-loss order
including the brokerage firm's order number. A position is never open
without an open protective stop-loss order in the market. If the "Flled"
gpace is complete and there is no open protective stop, quit trading. No
one in their right mind has an open position without an open protective
stop-loss order.

Adjust PS (Units 1, 2 and 3): The market activity that will signal an
adjustment of the protective sop-loss order Space is provided if the initia
trade was up to three units as the PS on each unit may be different
depending on the objective of each unit.

Commentary (Include Date): It is not necessary to complete a new
worksheet each day. Make abrief note each day orjust when any relevant

information changes as to the position of the market or any other
information you might want to review at a later date.
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Trade Management Wor ksheet

Use thisworksheet to monitor atradewhile it isin progress. It includes
the same categories of technica information as the Trade Preparation and
Initiation Worksheet. The time projections usually do not change. The
price support and resistance projections may change as new pivots are
made. Thetrend continuation (TCS) andreversa (TRS) signals may
change as a market progresses.

Trece# & Date of Worksheet: The Tradeft followed by the work-
sheet number relevant to this trade and the date the worksheet was first
prepared.

Current Position; The current trade pogtion including the market,
contract and long or short.

PS-OO (Protective Sop-Open Order): The open protective stop-loss
order and its brokerage firm number.

Add Position: Describes the market activity that will signal to add to
the initial pogtion.

Adjust PS(Units 1, 2 and 3): Describes the market activity that will
sgna an adjustment to the protective stop on each position.

ST-Obj (Short-Term Objective): The profit objective for the short-term
units of amultiple unit pogtion.

Commentary: Enter abrief any day that any additiona relevant
information develops. This section may include dates of reports that
arerelevant to this market.

6-54



Dynamic Trader - Chapter 6

Trade Management Worksheet Trade: #/ Date
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Closd Trade Critique Worksheet

The Closed Trade Critique Worksheet is completed when al positions of a
trade are dosed out. A review of eech completed tradewill be one of the
most important factors to help improve your trading performance,

The Trade Critique Worksheet includes space for the account
information of the trade including entry and exit date and price, net profit

or loss, etc. It dso includes space for trade comments and, mogt impor-
tantly, lessons learned.

Trade # & Date of Worksheet: The Trade # followed by the worksheet
number relevant to this trade and the date this worksheet was first
prepared.

Unit: The trade position of each unit including long (L) or short (S),
number of contracts, contract month and market. There is space for three
units that may have been taken relative to the same trade.

Entry / Exit: The date and price of entry and exit of each trade position.

P/L (Profit or Loss): The number of ticks profit or lossper contract of
each pogtion.

ft Con. (contracts): The number of contracts of each position.

Unit Value: The dollar value of each tick for the contract traded.

Com. (commission): The commission and fees charged per contract
traded.

Trade P/L: The net trade profit or loss for the position. This considers
the number of contracts, profit or loss per contract and commission
charged.

Total Trade P/L: The total trade profit or loss considers all positions
forthetrade.

These worksheets were designed on a spreadsheet. The trade data rows
and columns described above were designed .0 the spreadsheet will
automatically calculate the Trade P/L and Totd Trade P/L.

Trade Comments: Include any comments you fed are necessary to
review the trade.

Lessons Learned: This is avery important section. Review what you
did right as well as what could have been done better to improve the trade.
Y ou want to both reinforce the correct actions taken so you will continue
to take them in the future, as well asreview if you did not follow your
trading plan so you will improve in the future. The Lessons Learned
section will be your key to review whether your trading plan is acceptable,
and if you are following it.
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SuccessIsA Choice You Make

Preparing a series of trade worksheets may seem like alot of work, but
they will pay big dividendsin thelong run. They are redly not that time
consuming to initially prepare and kegp up-to-date. In most cases, once
theinitial worksheet is prepared, only a brief note is made each day unless
the market provides new information that requires an adjustment to the
technical analysis position such as new time or price objectives.

ThePutting It All Together chapter will include examples of
completed worksheets.

The worksheet formats described above are only suggestions. You
may design aformat that you find more suitable. The important factor is
that you have the critical information needed to make atrading decision in
writing. You will have apermanent record of your line-of-thought,
andydssfactorsand why you madethetrading decison. Y ou may not
want to include achart with each worksheet, but | find the chart avery
valuable reference of the market position when the trade was considered.

Whether you use the formats described on the previous pages or one
of your own design, one thing is certain, atrading log of some form is
critically important to your success. Y ou will only be able toimprove
upon your future trading activities by carefully reviewing your past trading
activities and monitoring your current trading activities. Thisis acritica
principle for the success of any business.

If you want to be a success in the business of trading, keep atrading
log religioudy and review it frequently. Remember to Keep in mind,;

Almost all consistently, successful traderskeep atrading log or
journal in oneformat or another. Most unsuccessful tradersdo not
keep a trading log orjournal.

Do you want to develop the habits of the successful or unsuccessful
traders? It is your choice! It is your money! If you are committed to
success in thebusiness of trading, you will keep atrading log.
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Trading Philosophy, Trading Plan and Trading Rules

All successful businesses are driven by a specific objective which includes
aplan of action: how to accomplish the objective. Mot traderswould say,
"my objective is to make aprofit." A profit is the outcome of awell
thought out well tested and implemented trading plan.

The Trading Philosophy isthe generd style and objectivesof your
trading busness. The Trading Philosophy will describejust what you are
trying to accomplish. The Trading Plan isthe fundamental set of rules that
guideyour trading decisons. The Trotting Plan will describethe basis of
the strategies and tactics that will be the guide to the day-to-day activities.
The Trading Rules arethe specific guidelines which must be met before
atrading action isinitiated.

It isessentid that the trading philosophy, plan and rulesbewdll
thought out and inwriting. The business of trading is like any other
business. Its success will not only be contingent on the knowledge of
theindividual, but how well thebusinessisplanned. Itisamistaken
belief that most businesses fail in arelatively short period of time because
of alack of capital.

The Bushness of Speculation Is Like All Other Busnesses

Most busnesses fail primarily because of alack of planning and a
lack of knowledge of the business and how to manage the business.
It isno different with the business of trading. Significant capital is
probably the least necessary component.

Each individud trader must develop his or her own trailing philosophy,
plan and rules. Youwill never be successful in the long run by adopting
someone el se'strading philosophy, planand rules.

6-59



Trading Strategies and Trade Management

Trading Philosophy
The trading philosophy should be in anarrative form and describe:

1. Thetrading time frame. Is the objective to trade short, intermediate or
long-term trades? What is the genera time frame considered for each
of these periods?

2. Thegenerd parameters of the type of activity necessary to indicate a
potential trade. Are you only looking to enter on trend-reversal set-ups
or breakout trend-confirmation set-ups or both?

3. The generd parameters of the capital exposure that is acceptable and
the profit objectives.

Trading Philosophy Examples

Below are a couple examples of trading philosophies. They represent two
completely different trading objectives and will each have adifferent
trading plan and trading rules.

The objective isto identify the trading condition set-upstor
short to intermediate term trades. Those that will last from several
days to several weeks. At least two units will be taken with most
trades with the objective to take profits at the short-term objective
on one unit and hold the second unit to the termination of me
intermediate term trend.

Trend-reversa trades will be entered when the time, price and
pattern anayss factors indicate a trend reversal is probable and a
daily reversa is made. Trend-continuation trades will be made
following atrend reversa.

The capital exposure for any one position will not exceed 3%
of the account balance. All tradeswill be held until stopped out of
the market by the protective stop-loss.

This trading philosophy will form the foundation of the trading plan
and trading rules for short to intermediate term trading where atrade is

held until stopped out. A completely different trading philosophy might
be:

The objectiveistoidentify the main trend and only enter short-
term trades of one to three days in the direction of the main trend,
A protective stop-loss is trailed very dose to the market and profits
are taken at short-term price objectives.
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Thisis acompletey different trading philosophy with a short-term
time frame and the objective to take relatively quick profits on successful
trades.

As with mogt businesses, you have a better chance of successif you
specidize. It is unlikely you will be successful by trying to be a short-
term, scap trader as well as looking to trade the long-term trends chat
last several weeks to severd months. The analysis techniques and trading
strategies of each are much different. Almost all successful traders
specidize in one type of trading.

The trading philosophy will provide the objective of what style of
trading you ere trying to accomplish and the general parameters of how
you will accomplish the objective. The trading philosophy examples above
arejust that, examples. 11 is important for you too think about what your
own trading objectives should be and for you to develop your own trading
philosophy. Thisisn't thetime to develop paradysis of analysis. Don't get
hung-up on the details but take the time to simply starewhat you are trying
to accomplish in your trading business.

Trading Plan

We move from the very general Trading Philosophy to the more specific
Trading Plan. The Trading Plan consistsof thefundamental principles
that guide your trading business. The Trading Plan does not include
specific trade-action rules.

An example of atrading plan might include the following:

1. Thefirst objective is to protect and preserve capital.

Only initiate a trend-reversa trade when at least two of the three
factors of time, price and pattern signal atrend-reversa is probable
and one of the four daily reversal signals is made,

3. Only initiate a trend-continuation tradewhen at leest two of thethree
factors of time price and pattern have signaled atrend reversal and one
of the three trend-continuation entry set-ups is made.

4. Every open trade must have an open protective stop-loss.

5. Trades arc only exited by the election of a protective stop-loss, never
at a specific price objective.
6. Never add to alosing position.
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Thefirst objective isto protect andpreserve capital. It ssems ludicrous
that this rule would even have to be stated. Almost all unsuccessful traders
focus on the idea of potentid profits and ignorethe potentia for losses
Almost al successful traders are fanatical about limiting losses knowing
that there is no possibility of being profitable or even staying in business
over thelongrun if capitd isnot preserved.

It is often sad, "take care of your losses, and your profits will take
care of themselves." Thereis alot of truth to this statement. If you don't
take careof losss by limiting them, you will not havethe capitd to
commit to the opportunities to redlize profits. The specific guidelines to
protect and preserve capital should be stated in the trading plan such as
the maximum alowable capital exposure per trade.

An example istheinitia capital exposure per trade shall never excesd
3% of the available account equity. In this case, atrade will never be
entered if the stop-loss position is further from the entry postion than
the dollar amount equal to 3% of the available trading equity. The capital
exposure rule may be a fixed dollar amount per contract such as $500.
The important factor is that you have agreed upon some guideline to
preserve capital by limiting losses. Every trading plan must include the
guidelineto preserve capita by limiting losses.

Only initiate a trend-reversal trade when at least two of thethreefactors
oftime, price and pattern signal a trend-reversal isprobable and one of
thefour dailyreversal signalsis mede This trading plan principle
congders the context of the analysis methodology taught in this book and
recognizes that a market must meet certain technical conditions before a
trend-reversal, trade-entry is consdered. The trading rules will define the
acceptable conditions. This trading plan principle aso limits the initial
trend-reversal, trade-entries to a specific reversd pattern. In other words,
trades will never betaken at the coincidence of projected time and price
targets, no matter how strong, without areversal sgnd.

This part of the trading plan is specifically oriented to the trader
buying bottoms and sdlling tops when the high probability conditions
for abottom or top are met. Almost every trading educator, publisher
and advisor teaches to never try to buy the bottom or sell the top and
only enter on an established trend. That is because they do not have the
technical analysis methods to identify with a high probability the condi-
tions when tops and bottoms are made. Dynamic Traders have this
knowledge and an important part of their trading plan should be to take
advantage of these unigue technica analysis methods.

6-62



Dynamic Trader - Chapter 6

Only initiate a trend-continuation trade when at least two of thethree
factors of time, price and pattern have signaled a trend reversal and one
of the three trend-continuation entry set-ups ismade. Thisguidelineis
similar to the previous one except it addresses trade entries after a trend is
established and limitsthe trend-continuation trade entries to specific trend-
continuation set-ups.

Every open trade has an open protective stop-loss. If you ever havea
trade position without an open protective stop-loss order in place with the
broker, you are not atrader. You're an idiot. If there isa time inyour life
when you will be hit by atruck, have aheart attack or fall into acoma, it
will hewhen you have an open podtion. What if the market moves
relentlessly against your position as you are resisting going down that one-
way tunnel toward the tight? Do you want thefirst words you hear when
you return to consciousness to be "honey, what's a margin call?*

Tradesareonly exited by theelection of a protective stop-loss, never at a
specificprice objective. Thetrading plan must include therulefor how a
position is exited. The exit rule as stated here, requires atrade to only be
exited by electing a stop-loss. The specific trading rules will define the
specific pogdtion of initial and trailing protective stop-losses. A different
trading plan may accept profit taking objectives of afixed dollar amount
or percentage gain on the trade,

Never odd to a losing position. Adding to alosing postion could be one
definition of insanity. Do two wrongs make a right?

A trading plan should clearly define the basic foundation of your
business of trading and the fundamental and generd rules mat will guide
your decisons Thetrading plan described aboveisjust an example. Yours
may be more comprehensive, Bui beware of paralysis of analysis. If your
trading plan covers page after page of rules and guidelines, you've
probably missed the point that the trading plan is afirm guideline to the
direction you are taking and the generd, inviolate rules. It isnot aplan
that dictates every individud action.

Planning is athree stage process that begins from the very generd
and worksits way to the specific. The Trading Philosophy is avery
generdized narrative of the direction and objectives of the business. The
Trading Plait is abit more specific and definitely provides some limited
parameters on what activities will be engaged in. Step three is the Trading
Rules. The Trading Rules are even mace specific and provide the
conditions that must be met before taking a specific trading action.
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TradingRules

Thetrading rules are the specific qualifications that must be met before
any trade action may be taken. All rules are limiting by nature. Rules
alwaysrelate to a condition. The more rules, the fewer conditions
acceptable for atrade action.

A mechanical, trading system consists of specific, mathematically
defined and inviolate rules. Each decision is made by the "system” without
input by the user. In chapter one, | expressed my |eas than positive opinion
of trading "systems" and the absurdity of considering any business could
be successful without the gpplication of the knowledge and judgment of
the business owner. So then what do | mean by trading rules?

Trading rules as used here are the minimum qualifications that must
be met before atrade action may be taken whether it is atrade entry,
protective-stop placement or trade exit. In other words, adecision will
only be made if amarket is in aposition where the probabilities for
success are in favor of the decison maker. Let's consider a couple of
examples of trading rules.

A initial trade entry is never taken prior to the market making at least
a 50% retracementfrom what is suspected as the extreme high or low. In
Elliott wave terms, Traders would only look to buy when ether the wave-2
or wave-B has made at least a 50% price retracement of wave-1 or wave-
A. W. D. Gann taught that the "safest time to enter a market is on the first
correction to the high or low." What did he mean by "safest?’ He meant
the time with the greatest probability of being followed by afast and
prolonged trend. In Elliott wave terms this would be the wave-3.

This rule would preclude considering buying the bottom of a bear
trend or sdlling the top of abull trend. This rule would force the trader
to wait for at least some minor confirmation atrend has reversed and to be
prepared tobuy ontheinitia correction to the sugpected new trend.

This rule does not cause atrading action to be taken, but provides the
minimum qualifications for a market position before a trade may be
considered.

Another rule might be - The protective stop-loss shall never be placed
further than one tick beyond the three-day high or low once a market has
exceeded the 100% alter nate price projection. This ssimple rule recognizes
that a market that exceeds the 100% alternate price projection is probably
in an impulse trend that should only have relatively minor corrections until
the trend is at or near completion. This isthe time to trail the protective-

stop relatively dose to the market.
A relatively short-term trader's trading-plan may include arule such
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as- The protective stop-losswill never befurther than one tick beyond the
prior day's edrare once aposition has reached a $700 profit. Thisis a
smple rule that considers the protective stop-loss should be kept close to
the market position as soon as a minimum, unreaized profit is achieved.
For very short-termtraders, the prior day's high or low may be along way
away. Their minimum protective stop-loss rule may be much closer.
Another trading rule may require aposition be closed at a specific profit
objective, say $500, no matter what the outlook for the main trend.

Asyou can s fromjust these three examples, atrading rule may be
very specific and limiting, or it may only provide aminimum qualification
before a trade action may betaken.

Your Trading Rules Mug Be Your Trading Rules

1 am not going to provide an example of a series of trading rules as |
provided examples with the trading philosophy and trading plan. It is
critical to your success that you develop your own trading rules based on
the objectives of your trading plan and the technica analysismethods you
employ. Developing your own, specific trading rules will require you to
think carefully about your trading objectives and the technical analysis
methods you are going to use. | don't want you to even he under the
illusion thal someone can do this for you.

Some readers may think thisis a cop-out on my part. I've presented
analysis methods and trading strategies. Shouldn't | now provide you with
aspecific trading plan and trading rules? Don't other authors of trading
books provide you withjust this?'Y our trading businessis unique. You
will have gods and objectives different from other traders. But, there is
one factor that is commonto all successful traders.

All successful traders have created their own trading plans and trading
rules, They know success cannot he bought. All successful traders have
taken the time to develop their own trading plans and rules that guide their
business of trading- The Dynamic Trading analysis techniquesand trading
strategies taught in this book provide you with acomprehensive frame-
work of understanding market activity and the position of the market at
any time. Thetrading strategies taught have provided you with smple
low-risk and low-capital exposure trade set-ups.

Thenext chapter, Pulling It All Together, will help demonstrateto you
the practical application of ail that you have learned up to thispoint. After
completing the next chapter, you will be in apostion to develop your own
trading plan, rules and strategics based on your goals and objectives.

6-65



Trading Strategies and Trade Management

Dynamic Time and Price Projections,

Energy Levels and the Atomic Partick Modd

Most of us are familiar with the modd of an atom asamini solar system
where the nucleus is the sun and the e ectrons are the orbiting planets.
Thisis cdled the particle model of the atom as opposad to the wave
modd. In the solar system, the distance of the planets from the sun varies
somewhat because their revolution about the sun is not aperfect circle, bat
an ellipse. However, hi the particle mode of the atom, the postion of the
orbits of the electrons are discrete energy levels That is, the orbiting
electrons are maintai ned within a definite and distinct energy level and
do not waver in or out of the orbit position or distance from the nucleus.

Electrons may "jump" from one orbit or energy leve to another, but
will never occupy apostion between the orbits. The electron makes the
jump without ever passing through the space between the orbits. However,
we cannot determine in advance when a particular electron is going to
jump from one orbit to another or whether it will jump to the closest or
afurther away orhit.

Our market moddl may be similar to the solar-system, atomic-particle
modd. L et's consider projected Dynamic Time and Price zones as being
smilar to the discrete, electron orbit levels. The Dynamic Time and Price
levels are tike the orbit/energy levels of the electrons. In this modd, if a
market exceeds a Dynamic Time or Price levd, it will mogt likely con-
tinue to the next "orhit" or Dynamic Time or Price level. They are
different in that they are relatively narrow ranges or zones rather that
asingle, digtinct levd.

In the atomic model, an eectron does not goend any time between
orbits as itjumps from one orbit to another. In our market model, price
must travel through the "space" between the time and price orbits or
levels. In the atomic model, there are no exceptions to the distinct orbit
levels and jumping from one orbit to another. In other words, the distinct
orbits are the only acceptable levels for an electron to exist and the
electron will never resde in the space between orhits.

In the market model, we are dealing with probabilities. The greatest
probability is that the market will proceed to the next projected Dynamic
Time or Priceleve once one is exceeded, but it is not acertainty. And of
course, the market must travel in the space between the projected Dynamic
Tune and Price "orbits."

How is the atomic, particleemodd of practicd value for traders and
investors? If amarket exceeds a projected Dynamic Price level, the odds
favor that the market will continue to at least the next projected leve. In
other words, we have a high probability outlook that the trend will

6-66



Dynamic Trader - Chapter 6

continue to adefined objective. The same is true of time. If the market
trends through a Dynamic Time projection (orbit), [he odds favor that the
trend will continue to the next time projection or "orbit."

Our analogy of market movement with the solar/atomic-mode] makes
an important assumption. Thetrader or investor has amethodol ogy that
identifies time and price zones or "orbits’ with consistent reliability.
Dynamic Traders have just that. While the analogy of the market with
the atomic mode is not perfect, it provides an excellent mode] of how a
market typically "jumps' from one Dynamic Time and Price leve to
another.
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Chapter 7 -

Putting It All Together

The man who goes to the top as a commodity trader does
not do as he pleases. He submits to controls, to discipline.
He brings his desires into line by channeling his resources
and strengths into the trades that have a high potential and
a high degree of certainly.

Roy W. Longstreet

In the Putting It All Together chapter you

 Learn how to initidly organize dl of the information
to clearly understand the position of amarket,

* Learn how to develop trading plans and trading
strategies.

» Learn how to organize and update the Dynamic
Technica Anaysis and trading strategies with
Trading Log Workshests.

* Leanr how to maintain astructured, patient and
disciplined gpproach to technical analysis and
practical trading strategies.

» Learn a Consistency of Approach to trading.




Putting It All Together

It's Easer Than You Think

The previous chapters have presented avast array of dynamic technical
anaysis techniques and trading drategies. It may seem overwhelming how
to put it all into practice to makeatrading decison. It'snot asdifficult as
it may seem. This chapter will walk you through the process of what
Dynamic Trading technical analysis information and trading Strategies to
consder to make the trading decison.

The next seventy pages or so will describe a series of bond trades over
approximately aone year time period. Keep in mind that it would only
take afew minutes a day to keep the information up-to-date. This chapter
IS quite extensive because of the detailed commentary for thisrelatively
brief period for bonds.

One of the important objectives of this chapter is to help you develop
adisciplined and cons stent approach to your trading. As you study this
chapter, keep aware of the consistency of the approach to trading. There
is aconsgtency in the time, price and pattern technica analysis and
trading strategies. Only the most basic time and price projections and
trading strategies are consdered a pan of the trading plan for these
examples. Thedownfall of many amateur tradersis "paralyss of
analysis." Keep trading reatively smple until the basics are mastered.
While there may be fewer set-ups mat meet your relatively limited
acceptable conditions for a trade, the chance of long-term success is
greatly enhanced by first mastering the basics.
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Organizing The Dynamic Trading Technical Analyss Information

The first step is deciding what information is necessary to make the
trading decison. The previous chapters have described three main factors
of market information that are important: time, price and pattern. Each of
these factors help to describe what is the position of a market including
identifying the degree of the most recent trend reversal and how far in
price and long in time the current trend or counter-trend islikely to last.

Below are some of the questions to ask to help determinethe market
position?

Pattern

Does the market gppear to be unfolding in one of the specific Elliott wave
patterns? If a specific Elliott wave pattern is not evident, isthe market in a
trend or counter-trend? What degree?

What isthe position within the trend or counter-trend? Near the beginning,
middle or end?

What is the typicd outcome of the current pattern podtion? New trend in
the opposite direction? Minor or magjor counter-trend?

Time

What isthetime-rangetarget (Time Rhythm Zone) with ahigh probability
of compl eting the current trend or counter-tread based on the past trends
of smilar degree?

What are the specific dates (Dynamic Time Projection clusters also called
Projected Turning Point Periods) in the future when the trend or counter-
trend have the highest probability of completing? Do any of these
Dynamic Time Projectionsfall within a Time Rhythm Zone?

Price
What is the price-range target with a high probability of completing the
current trend or counter-trend?

If the market appears to be in one of the specific Elliott wave patterns,
what are the support and resistance proj ections based on the typical Elliott
wave price projections for that pattern position?

Are there support or resistance projection zones that include at least two
degrees of projections?
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Trading Strategies
If you have afirm idea of the market position, the next step is to determine

the trading Strategies. The trading Strategies to consider will be dependent
on the market position.

Trend Reversal Trading Strategies

If amarket is believed to be nearing the termination of a trend or counter-
trend, protective stop-losseswill be brought relatively close to the market
on open trade positionsin order to protect unredlized profits and trend
reversal trade-entries will be consdered.

Trend Continuation Trading Str ategies

If a market isbelieved to be in the midst of atrend or counter-trend, trend
continuation trade-entry strategies will be considered toinitiate aposition.

Trading Log

A trading log like one described in the previous chapter will help to keep
the information organized and help to prevent overlooking any critical
analysisfactor.
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Trading Philosophy, Plan and Rules For Chapt. 7
Examples

Wemust develop atrading plan that provides adefinite framework from
whereto make trading decisons for the Dynamic Trading examples that
follow. The plan must be smple and easy to put to the test by following
the activity of a market over time.

Trading Philosophy

The Trading Philosophy provides the general description of the trading
objectives.

The trading objectiveis to enter trades in the direction of the major
trend relative to daily data. Trend swings usually last two-eight weeks.
There are three general conditions needed to consider atrade entry:
1. At the coincidence of time, price and pattern which indicates areversal
of trend; 2. At the first correction against the new trend; 3. On atrend-
continuation sgnda after the market has Sgnded the new tread is
established.

Theinitia trade for trend-reversal trade set-up as described in 1 and 2
abovewill awayshetwo-units. A trend-continuation trade set-up will
only be one-unit. Profitswill betaken on the short-term unit at the first
price target The long-term unit will be held to the time and/or price
targets anticipated for the complete trend.

The initial capital exposure on any two-unit position will not exceed
5% of the available account equity. The initia capital exposure on a one-
unit position will not exceed 2.5% of available account equity.

This Trading Philosophy provides the general objectivesfor the
trading business. Only daily datais considered and the objective is to
trade the major swings of intermediate term trends. There is a very limited
number of set-up conditions that are acceptable before a trade may be
considered. Capita exposure is limited for each trade-entry. Given these
limitations of the Trading Philosophy, trade set-ups and entrys may be
relatively infrequent but should have ahigh probability of success.
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Trading Plan

The Trading Plan provides more specific trading parameters than the
Trading Philosophy. Trade-entries are only considered on trend-reversal
set-ups at anticipated trend reversal extremes or on the first correction
against a new trend,

Trend-Reversal Trade-Entry
Only enter atrend-reversal trade when at least two of the three factors of
time, price and pattern are clearly in aposition for trend reversal. A trend
reversal trade is only made on the close of one of the three daily reversa
signals (reversal-day, signa-day, snap-hack-reversal-day), A trend-
reversa trade-entry may be either at the trend extreme or first correction
against the new trend. Trend-reversa positionswill aways be two units.
As long as amarket remainswithin thetime, price and pattern zones
for atrend reversd, trend-reversal trades are considered. Even if an initial
trend-reversal tradeis stopped out, new trend reversal trades will be made
aslong asthe time and price zones anticipated for the reversal have not
been exceeded.

Trend-Continuation Trade-Entry

Only initiate a trend-continuation trade-entry when the market has made
a Leagt aninitial signal anew trend is established by trading beyond a
prior lesser degree swing extreme or beyond the 100% Alternate Price
Projection. Never take more than one trend-continuation trade-entry
position for any trend swing. Trend-continuation positionswill always be
one unit. The trend-continuation unit will be trested as an intermediate
term unit for stop-loss and profit taking considerations. The maximum
units that may be held for any trend swing will be three: two trend-reversal
and one trend-continuation.

Profit Taking and the Short-Term Unit

Profits will look to be secured on the short-term unit at or near the 100%
Alternate Price Projection. Either a profit objective order will be placed at
this projection or the protective stop-loss will be trailed at no further than
onetick beyond the one-day-high or low once this first objective is met.

Profit Taking and the Intermediate-Term Unit

The protective stop-loss on the intermediate term units will be brought to
no further than one tick beyond the three-day high or low once the new
trend is established by exceeding a prior high or low or the 100% APP.
The protective stop-loss will be trailed at the one-day high or low if the
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market reaches the coincidence of lime, price and pattern projections that
typically wilt complete the trend. The intermediate.-term unit is never
exited on a price profit objective.

Every open trade must have an open protective stop-lossorder.
Never add to a losingposition.

This Trading Plan is very specific as to the objectives and methods
of trading. While the trader must still make trading decisions, the plan
providesvery well defined parameters for the context within which to
make trading decisons. There will be ajudgment to be made asto the
importance of the time, price and pattern postion. Any two traders who
have studied the Dynamic Trading Time, Price and Pattern materid in
this book should come to about the same conclusions when viewing any
market position. There is some judgment to be made asto when thetrend
Is congdered established and when the protective stop-loss strategy is
adjusted or when trend-continuation trades are consdered. Once again,
any two traders who have studied this Dynamic Trading materia will
come to about the same conclusion at any point in time.

Sinceonly daily dataisused and there are a very limited number
of trade set-ups that are considered acceptable, acceptable trade set-up
conditions will be relatively infrequent. However, the chances of success
should be high as only fairly ided trade conditions are acceptable. It is
unlikely that complete trend swings will be missed, as the trend-continua-
tion trade-entry set-ups should place the trader in the market even after the
trend is established.
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Trading Rules

We have worked our way from the very genera Trading Philosophy to
the more specific Trading Plan. Now let's add alew very specific and
objective Trading Rulesthat may not be violated at any time.

Trend-Reversal Trade-Entry

Trend-reversal trade-entries may only be made on the close of one of the
threedaily reversal signals: reversal-day, signal-day and snap-back-
reversat-day. Theinitial protective stop-loss is aways placed onetick
beyond the extreme of the daily reversal signal.

Trend-Continuation Trade-Entry
Trend-continuation trade-entries are only made on inside-day, outside-day

and Gann pull-back set-ups. The initial protective stop-lossis placed
according to the rules of each st-up.

Protective Stop-Loss (PSL) Short-Term Unit

Once amarket has traded to the 100% Alternate Price Projection, the PSL
on the short-term unit is trailed at nofurther than one tick beyond the one-
day-high or low (1DH-L).

Protective Stop-Loss (PSL} Intermediate-Term Unit

Once amarket has dosed beyond the 100% Alternate Price Projection,
the PSL on the intermediate-term unit istrailed no further than one tick
beyond the three-day-high or low (3DH-L).

Trend-Reversal Trade-Entry At The Initial Correction To A New Trend
The initia correction to anew trend is usually consdered aWave-2 or
Wave-B. A trend-reversal trade-entry on theinitial correction to a new
trend may only betaken inthe 50%-786% retracement zone.

These Trading Rules are very specific and completely objective. They
do not provide arulefor every trading condition by any means. They do
provide minimum and maximum conditionsfor trade-entries and stop-loss
placement that may limit the number of trades but should increase the
probabilities of success for the trade. For instance, for every trade and PSL
position, the rules provide the maximum protective stop-loss by stating the
furthest the PSL may be from the market position. Depending on market
conditions, the trader may decide the PSL should be closer to the market
than the maximum distance alowed. Now that we have developed a
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Trading Philosophy, Plan and Rules, let's sse how we put what we have
learned about Dynamic Trading together in the real-world.

Putting It All Together In The Real-World

To demongtrate how to prepare the dynamic technica analysis and trading
strategies, the balance of this chapter will follow a market for severad
months. It will view the market in rdatively smdl periods of lime with
comments and chart examples.

Admittedly, thisis areatively short period of timewith alimited
number of trade set-ups. The objective is to demondrate to [he reader how
to apply the principles, anadysis methods and trading strategies as a market
unfolds. Once the process islearned, it doesn't matter what is the market
or particular, market position. It is more important that you learn how to

think from an andysts and traders point of view than it isto view dozens
of out-of-context examples.

Bonds

Every trade begins with an assumption of the market position based on the
dynamic technical analysis. Thefirst few chartsand comments will
provide some background of the position of bonds going into the second
half of 19%4. We will thenlook at how specific trade decisons are made
once the postion of the market is understood.
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What |sThe M ar ket Podtion?

Do not consider a trade until you have a firm opinion of the market
position.

Is the trend impulsive or corrective?

What is the position of the market relative to the trend?

Isthetrend in the initial, middle or final stages?

What are the time, price and pattern objectives for the market
position?

The pattern of a market trend often provides a firm opinion of the
market position. Bonds made a high in Oct. 1993 followed by a persistent
decline into the summer of 1994, The chart on the opposite page shows a
wave count that gppears to indicate bonds made a Wave-5 low in July
1994.

Once an opinion isformed of the pattern position of the market, determine
what pattern must unfold to confirm the market position.

The smplest corrective pattern to a five-wave impulse trend is an ABC,
zigzag. An A-waveis usualy afive-wave structure. Five-wave structures
Should be in the direction of the larger degree trend. A five-wave rally
following the July 11 low would be an important pattern signal to confirm
the July 11, 1994 low completed the bear trend.

What is the market activity fa anticipatefollowing the completion ofa
five-wave impulse trend?

Corrections usually reach at least a 38.2% price and tune retracement of
the prior five-wave trend. Wewould initially anticipate the same for a
raly from the July 11 low, if that low completed a five-wave bear trend.
Corrections to afive-wavetrend are usualy greater in time and price than
the Wave 2 or 4 corrections within the trend. We would initially anticipate
that a corrective rally from the July 11 low would exceed the price and
time of the Wave 2 and 4 corrective ralies.

What isthe market activity that will invalidate the market position?

Thefailure to complete a five-wave impulse raly would be a strong signal
that [he bearish impulse trend is not complete. This would aso indicate
that the rally from the July low may be cither a correction itsdlf or part of
a complex, corrective structure.
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Bond Magor Low?

Asof late July, it clearly looks as if bonds have completed a five-wave
bear trend. A failure to mate afive-waveraly would signa the bear trend
may not be complete.
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The chart aboveisdaily continuous futures data, often caled spot
futures or first-monthfutures data. The contract datalsrolled over on the
last trading day to the next most active contract with no price adjustments
madefor the gap at roll-over. All continuous contracts provide certain

problems, depending on how the dataiis used. Any continuous contract
that adjusts data backward or forward to "normdize" the datais not

suitable for Dynamic Trading analysis as actual prices are not used. All
non-adj usted continuous contracts provide some continuity gapsat roll-
over periods. In most cases, they are not aproblem for long term analysis.
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Spot Futures Data And The Wave-2 Correction

The chart on the top of the next page is a close-up of the daily continuous,
spot-futures contract for the Nov. 1993 - Jan. 1994, Wave-2 correction,
Wave-2s are usualy asmple, ABC zigzag. On the spot futures data, the
Wave-2 gopears to be an ABC, irregular correction where the Wave-B
exceeds the low of Wave-1.

If atrend change occurs near aroll-over of a continuous contract, the
pattern may be distorted. The next page aso shows the same period for
Wave-2 on the March 1934 contract which wastraded throughout this
period,

March 1994 Contract And TheWave-2 Correction

The Nov. - Jan., Wave-2 on the March 1994 contract gppears to be a
more typical ABC correction. Wave-B does not exceed the low of
Wave-1. Wave-C is higher than Wave-A,

Long term time, price and pattern anadys's uses the spot-futures data
and provides thelong termpatternand the relatively broad time and price
zones for support, resistance and trend change. Once the long term
anaysisis complete, traderslook to the actua contract datathat will be
traded to update the market position and time and price targets for the
tradable contract.
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Continuous spot-futures data: The roll-over from the Dec. 10 March contract occurred a
few days prior to the Wave-B low. Didant bond contracts trade at a discount to nearby
contracts which distortedthef or mor pattern of thedatanear the Wave-B reversd.
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March contract; The March contract traded continuously through the roll-over period
add shows price did not actually decline below the W.1 low. If acontinuous data roll-
over is made near atrend reversal which may digtort the pattern, check the single contract
month datafor that period for the more accurate pattern.
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If A Market Doen't Do What It Is " Suppossd” To Do,
It Will Probably Do Just The Opposte

The chart on the opposite page is a close-up of the activity immediately
following theJuly 11 low whichwas initially consdered the completion

of afive-wave bear trend. Through Aug. 2, it appeared bonds had com-
pleted atextbook Wave-1 and Wave-2. Wave-1 (7/11L-7/20H) wasclearly
subdivided into five minor degree waves. Wave-2 was aperfect ABC cor-
rection making thelow just threeticksbel ow the 50% retracemcnt The
sharp rdly above the Wave-2 high sgnded Wave-3 should be underway.

What isthemar ket activity that validatesthe opinion of the mar ket
position?

If July 28 is aWave-2 low, Wave-3 should reach a price range of
approximately 162% of the price range of Wave-1. A decline below the
low of Wave-2would invalidate the oudook that afive-waveimpulse
trend began fromthe July 11 low.

Bonds made atop on Aug. 2 and declined to below what was
congdered the Wave-2 low. Thedecline bdow the Wave-2 low
invalidated the outlook that an impulsive, five-waverally began from the
July ] 1 low. Therally to the Aug. 2 high must be considered corrective.
Could it be acompleted ABC correction of the five-wave bear trend from
the Oct. 15, 1993 highto July 11, 1994 low?No. Therally lastedjust 22
CDswhite Thebear trend had lasted over 200 CDs. ThisJduly-Aug. rdly
was probably part of the Wave-4 correction that was originally considered
to be complete at the June 6 high.
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The market activity following the July 11, 1994 low did not unfold
in animpulsetrend. 1l was loo short in time and price to be considered a
completed ABC correction to the Oct. 1993 - July 1994 bear trend. The
best dternativeis that it was 4ill a part of the Wave-4 correction.

If therally was not impulsive, then it mast be corrective. What does

that imply? The bear trend should continue to new lows below the July 11,
199 low.

Have an opinion on what the market should do, but don't decidewhat the
marketwill do. - Bernard Baruch

Every decision is made from the basis of an opinion which is aresult
of our interpretation of the facts at hand. Never be afraid to form an
Opinion of amarket position. But bevery afraid of expecting the market
to fulfill that opinion. One of the primary causes of failureistradersor
Investors who hold onto an opinion of the market position long after the
market has invalidated me opinion. That iswhy no opinion should be
considered out of context of the activity that will invalidate the opinion.
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Trading Strategies Are Rdlated To The Mar ket Pogtion

When you have developed a firm opinion ofthe market position, formulate
trading strategies.

The chart on the next page shows the most probable adjusted wave count.
It is assumed Aug. 2 completed a Wave-4 (irregular ABC) con-fiction. The
Aug. 2 high was made at the coincidence of the 78.6% retracement and
100% Alternate Price Projectionwhere W.c.C4 = 100% W.aC:4. Aug. 2
was aso the 61.8% Time Retracement of the prior decline and the 100%
Alternate Time Projection where the time range of W.C4 = 100% of the
time range of W.A:4. The Aug. 2 reversal-day high was made at the
coincidence of projected time and price.

Since we now have a confident opinion of the position of bonds
through the Aug. 2 high, we can begin to consider trading strategies to
trade what we believe will be Wave-5 and the final swing down from
the Oct. 1993 high.

Onlyformulate a trading strategy and consider entering a trade onceyou
have a confident opinion ofthe market postion and have identified what
market activity will invalidate that opinion.
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The Bond Market Postion As Of Mid-Aug., 1994

1. The Aug. 2 high completed Wave-4 of a five wave count beginning
withtheOct. 13, 1993 high. A Wave-5 decline should takebondsto a
new low below the July 11 low without exceeding the Aug. 2 high-

2. If Aug. 2 is acompleted Wave-4 high, trading srategies should prepare
to enter either onthe Wave 2:5 correction or on atrend-continuation
signal following aconfirmation theWave-2:5topiscompl ete.

3. A Wave-2 usually retraces 50%-78.6% of Wave-1. A Wave-2isusually
an ABC, zigzag correction.

4. This bearish opinion of the market pogtion isinvalidated if the Aug. 2,
1994, Wave-4 high isexceeded.
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What Is The Dynamic Trading Analysis That Is Relevant To The
Market Postion?

Now that we have afirm opinion of the market position including the
market activity that will confirm or invalidate the opinion, itistimeto
identify the Dynamic Trading anadlyss factors that are relevant to the
trading strategies.

Price A corrective Wave-2 usually terminates in the 50%-78.6%
retracement zone.

102.25-103.27: 50%-78,6% retracement of Wave-1, (8/2H-8/12L)

Time There are two periods following the Aug. 12, Wave-2:5 low with
clusters of Time Cycle Ratios.

Aug. 23-24: Includesthe 100% Time Retracement of W.1, 100% Second
Minor Alternate Time Projection (7/11L-7/20H from 8/12L) and others.

Sept, 1-5: Should be the maximum time period lor W.2:5 correction,
Includesthe 100% Alternate Time Projection (7/11L-8/2H from 8/12L),
162% Time Retracement and others. See the chart on the opposite page.

Pattern: ldedly, asymmetrical ABC pattern would evolve. Even if the
idedl corrective pattern does not evolve, trades should be considered as
long as the market has not excesded the extreme anticipated time and/or
price projections for a corrective high.

Initial Trading Strategy: Enter on the dose of adaily reversal signd if
made within the 50%-78.6% price retracement. If atrend-reversa signd is
not made, enter on the first trend-continuation signal following a decline
below the Wave-1:5 low.
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Trade Preparation and I nitiation Workshest

The worksheet and chart on the next page show the daily bond activity
following the Aug. 2 high through Aug. 16, the day bonds rdlied into the
50%-78.6% retracement zone.

The worksheet provides dl of the relevant information regarding the
current market position, time and price projections and signals that will
confirm or invalidate the opinion of the market position.

Bonds completed the Wave-1:5 low on Aug. 12. Wave-1:5 subdivided
into five minor waves. Three trading days later on Aug. 17, bonds made a
minor high on a signal-dayjust below the 78.6% retracement Since a
78,6% retracement is usually the maximum retracement anticipated for 4
Wave-2:5 correction, atwo-unit, short position (short and intermediate
term units) istaken on the dose of the signal-day withastop at 10324,
one tick above the high of the signal-day.

The chart on the Trade Preparation and Initiation Worksheet does not
include the market activity after the deate the worksheet wasfirst prepared,
Aug. 16. The Closed Trade Critique Worksheet will show dl of the
market activity for the period of the trade.

Review the Trade Prep worksheet on the next page and you will see

how smply and concisdly al of the relevant information is together in one
place.
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Trade Preparation and Initiation Worksheet

Trade Objective Enter on W -5 comeetion K urnde w3

Trade # f Dabe #1 - Bi1694

' Muarket Bonds, Dec, "4

- |T. BCRDS Us128 o]
X 108°D
T ¥.2 usuall madain
[ S0%- 76.6% pelracement zone.,
FMaD
I { } —_— UTERet 0788
1 e DTTRe DEA
1030
—_— i MR 50
| .
| ! } | b # 1020
i IM™MORet et
;L L 10020 40
Fied minarwaves 1
dowh compleie W1, "
L1 nery
By
= o) S 12
Lot
canFs o114

Trend: Minor Up from W.1-35 (512} Int. Bown fioro WAH (8/2)  Major Diown from Oct, 1993
Time (PTPPy):  From E/12 Low (W.1.5) Aug. 23-34, Sopt. 1.6% )
From )
Resistance  From 512 Low Minor 10225-103.27 (S0%%-TE.6%)
From . I o
Sappurt:  From 40H Minor 10020 (W, 1251} ) .
From Ink.

TCS Trade Betow 10020 (W 1 1oy TRS Trade Above 204,20 00 .4 High
Fattorn: $5099=W 4 High, BAZSG<3 1.5 Low
Set-Up Duily revorssl signal io des 3% 20.6% Ret. zane .
Avtios to Taks Al long &= 0o cloge above 103,27, sell the oo of 2 reversal sipoal. Swop ofle ek above the high,

Eatry Order * Filted? (INT/P) Canceied? (INT)
1s-2, 103.11 SCO I 2 Jan7-scooe | frea |
Tnitial PE{103 24 BS (ruy-stop) 1 xx |

Adjust PS  Unlt 1 Following a closs below 100,29 (W1 low}, trail PBS oac tick above 3DH,

w17, |Sala 2-units on the ciose of the signad-day, _

W1 Shyrt positions stopped oul of widesange dally reversal. Maximum price anficicpated
for W .2:3 correction (103_27) has ol besn violated. Contdnue with shory sramgies.
1Mo wwde management workshest inclodad for this made.

Coman Ty
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Trade Summary (ST=Short Tam | T=Intermediate Term)

~ Bonds . Open | Price Close . Price P
Short (ST) | #17/94 | 103.11 : -

Short IT) | 8/17/94 | 103.41 | i -

TheWave-2:5 high would be confirmed as complete on adecline
below the Wave-1:5 low. Bonds declined for four trading days and then
began to slowly advance.

No Trade Management Worksheet was prepared for this trade, as the

trade was stopped out relatively quickly before any new, relevant
information was made

Closed Trade Critique Worksheet

The 2-unit short position taken on the close Aug. 17 was stopped out on
Sept. 2 when bonds elected the protective buy-stop by trading one tick
above the high of the entry-day, Aug. 17.

Traders should not hesitate to include any information considered
relevant in the Trade Comments and Lessons Learned section of the
worksheet. These comments will be very valuable when reviewing past
trading activity inthe future.
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Closed Trade Critigue Worksheet Murket By, Dec. 34 Trade #/Date  #1, 9/2/54
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Entry Exit
Unit Draie Price Pt Price PL | #Con. | Tick Valuc | Com. | Trade P
1| Shon (3T} 817 | 1osa1 | 92 {103.24) .13 [ 3125 15 441.25
3 Short {IT) 817 101.11 972 103,24 -13 1 21.25 a5 -341.25
3
Total Trade P/ L: | 88250

TRADE COMMENTS S5bort sale made prior 1o one af the two Projected Tuming Foimt Feriods for a high
85 price was near the meximum (78 6% Ret.-103.37) antcipated for 8 comrecdve W.2:5 high.

=T

LESSONS LEABNED Whils; the padk: was siopped cut for a loss, the initial capital exposure per coniract
was relarively small (13 ticks, close 1o high on entry day).
Triste was wall thought out and justified acoording to the bearish opinion of the market position
_ (largee degres frend). However, a large apen profic (over $2000) was given back becauss the proisctive buy-stop
was ot brought closer (o the market priog to the W.2 Jow being sxrseded.
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Continue to take each trade signal as longasyour opinion ofthe mar ket
position has not changed.
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Fivelimefactors are shown on the chart abovethat cluster in the three
trading day period of Sept. 1-5 (Thursday-Monday). The time factorsfor
the Aug. 23-24 period are not shown for lack of chart space. If bonds
continue to rally. Sept 1-5 should be the maximum period to complete the
Wave-2:5 correction.

On Sept, 2, right within the Sept. 1-5 Projected Turning Point Period,
bonds made awide-range outside-rever sal-day with ahigh onetick above
the previous high of Aug. 17. The short position was stopped out.

On the very day the short position was stopped out, the idegl
conditions to complete an ABC corrective rally are made with the Sept. 2
Outside-reversal-dayhigh.

Time (Sept. 1-5), price (50%-78.6% retracement), pattern (Wave-2,
ABC) and daily reversal signal (outside-reversal-day) coincided.

Another two-unit short position is taken on the close of Sept. 2 at
102.09. The protective buy-stop is placed at 103.26, one lick above the
reversal-day high.
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Trade Summary To Date, Include $35 Commission
(ST=Short Term, I T=Intermediate Term)

Bonds Open Price Close Price KL __|
Short (ST 817 163,11 072 103.24 (F441.25)
Shart {IT? -1l 103,11 42 103.24 (H4d1.251
Short (8T 92 1209 - - -

Short {IT} a2 102.08 -

Trade Management Worksheet

A Trade Preparation and Initiation Worksheet is not made for this second
short position as the information included on the initial short trade was the

same for this second short position.

The next page shows the Trade Management Worksheet that was
completed afew days following the Sept. 2 entry date.
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Trade Management Workshest Trade # 7 Dule #2, 9/R/54

Corrant Posidon 5-2 Dec. Bands, 92, 10208
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FPIPP: Fr 5{2 High Oct. 3-7 (both intermediate and shont-term Hme projections)
Resistance Fr_ Minor 103.25 (347H)
Fr_ Imt_ L
Support Fr 92 High  Minor 97.24.96.08
Fr 8/2High  Tni 97.16-8612

Pattern #2H=W.2:5 . B .
TCE Daily Close Below (DCH) 100.23 | TRS Trade Ahove 1U3.25 (W.2.5 high)

Add Poslilon On Gann-Pyll Back or other Trand Continnation Set-up

Ad). P5 « Updt ! (ST) Take prothn ar 100.02 (100% AFE)

Tkt 2 (¥T3 Afier close below 100.2%, wail stap at ﬁDH.

Unle 3

5T Obj). 100,02 ({00% APP). Profit objective for 8T uniL

Coramentary

o9 ‘{Unit one, profit taken at 100.02 objcctive. Close below 100.29. Trail stop at IDH.
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Intermediate Term Wave-5 Price and Time Objectives

Let's step back again for anew look at the larger degree picture. We
condder that Aug. 2,1994 completed a Wave-4 high counting from the
Oct. 15,1993 high. We dso consider that bonds have completed Waves 1
and 2 of the larger degree Wave-5. Bonds should continue to declineto a
new low before completing Wave-5.

As the chart on the top of the next page shows, the ided price
projection for the Wave-5 low is 97.16-97.12. Thisrelatively narrow price
zoneincludes where W.5 = 100% W.1 and 38.2% W.1-3, each typicd
W.5 projections. This price zone aso included the 50% percentage change
retracement of the Sept. 1990 low to the Oct. 1993 high.

These price projections for the bond Wave-5 low are aso included as
examples in the Dynamic Price Analysis chapter. Refer to that chapter for
more detail. If bonds continued to decline as anticipated, the sub-divisions
of Wave-5 should fine-tune the price projections. Idedly, we will find the
price projections of the sub-divisions of Wave-5 would fall at or near the
Wave-5 price projections.

The chart on the bottom of the opposite page is from the Dynamic
Time Analysis chapter and showsthe Time Rhythm Zone and Dynamic
Time Projections for aWave-5 low projected from the Aug. 2, 194
Wave-4 high. The Time Rhythm Zone indicates the Wave-5 low should
be made in the Oct. 26-Nov. 28 period. The Nov. 11-14 Dynamic Time
Projection fals in the TRZ period. For more detail how these specific
time proj ections were made, review the Dynamic Time Analysis chapter,

Wave-5 Minimum Price and Time Objectives

97.16: Minimum price objective for W.5
Oct. 26: Minimum time objective for W.5
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The minimum W .5 price objective is97.16, the beginning of theideal pricerange for

W.5. Ideally, the price projections of the subdivisions of W.5 will fall at or near the W.5
projections.
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The minimum time objective for W.5 is Oct. 26, the beginning of the Time Rhythm Zone
for the W.5 low. The ideal period to complele W.5 it Nov. 11-14, the Dynamic Time
which fallswithinthe TRZ.
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Trailing The Stop and Adding Postions

When the trendisconfirmed, trail theprotective stop-lossto protect open
profits.

The W.35 trend is confirmed when the market trades below the W.I:5
low at 100.29. If this should occur, trail the protective buy-stop at one tick

above the 3DH.
Addpositions on a trend-continuation trade entry set-up.

A Wave-3 is usualy the longest wave in a five-wave sequence. In the
current case, W.3:5 should be greater in time and price than W.1:5. Once
thetrend is confirmed by making the Trend Continuation Sgnal of atrade
below the W.1:5 low, consider trend-continuation trade entry set-ups to
add a pogtion.

What is the logical profit objectivefor the short-termposition of a mult-
unittrade?

Recall from the Trading Strategies chapter that the short-term trade
objective should be the objective reached even if the trend was the
opposite of what is anticipated. In other words, if an impulsive trend

Is anticipated, what would bethe typical objectiveif the trend was
corrective, not impulsive? In the current case with bonds, the 100%
Alternate Price Projection where W.3:5 would equa W.1:5 is the
minimum price objective anticipated even if the trend were not impulsive.

Bonds continued to decline to below the Wave-1:5 low confirming
Sept. 2 completed Wave-2:5. On Sept. 9, bonds declined sharply to close
below the Wave-1:5 low and hit the profit objective of 100.02 for the
short-term position.

Trade Summary To Date, includes $35 commisson
(ST = Short Term, IT = Intermediate Term)

Bonds pen _Price | Clgse | Price P/L
Skor (ST) 817 10311 i 9n 103.24 (§441.25)
Short {IT) 8i17 10311 91} 103,24 (5441.25}
Short (8T) 92 102.00 o7 10002 $2183.75
Shott (iT) 972 10200 ) N .
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On Sept. 9, bonds made a sharp decline below the W.1:5 low con-
firming the W.2:5 high. Bonds aso reached the profit-taking objective for
the short-term unit of thetwo unit short position. No matter how confident
we are of the position of amarket, we never know in advance if atrend
will continue. Inthelong run, it ismost profitableto trade in two or three
unit positions and take prditson one unit on a short-term objective. Even
though we have taken profits on the short-term objective, we still antici-
pate a continued decline unless and until the market signals otherwise.

With the close below the W.I:5 low at 100.29, the protective-buy dop
on the second, intermediate term position istrailed at one tick above the
3DH. If bonds reach atime and price support objective, the stcop will be
brought closer to the market.
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Gann Pull-Back Trend Continuation Trade Set-Up

In the sscond week of Sept., bonds made athree day rally, setting up a
Gann-Pull Back (GPB) trend-continuation trade set-up. Thechartonthe
next page will show this sat-up. Bonds were Hill near the 10026 Alternate
Price Projection. Lower prices were anticipated. As of Sept. 15, bonds had
made three-higher highs for the GPB trade entry set-up. A sdll-stop is
placed one tick below the prior day'slow. On Sept. 16, bonds declined
below the prior day's low decting the sdll-stop at 100.09, one tick below
the prior day's low. The protective buy-stop for this new position is placed
at 100.29, one tick above the higher of entry day or the prior day per the
Gann Pull-Back trend-continuation initial stop-loss rules.

Thereare now two short positions. Theintermediate-term unit taken
from the Sept. 2 outside-reversa-day high and one Taken Sept, 16 on the
Gann Pull-Back, trend-continuation signal.

Protective Siops and Trend-Continuation Trade Entry

Each trend-continuation trade entry set-up includes an initia protective
stop rulethat is quite dose to the trade-entry price. In the case of the GPB
trade entry set-up, the protective sell-stop is placed one tick abovethe
higher of the high of entry day or the high of the day prior to entry. (See
Gann Pull-Back. Trading Strategies chapter.)

Even ifan additional position istaken with a trend-continuation entry
strategy, the protective stop on the open position shoul d continue tofol low
theexistingstrategy.

In the current case with bonds, the protective buy-stop on the interme-
diate-term short position is one tick above the 3DH. This strategy should
be maintained. Trend-continuation entry strategies are high probability
and low capita exposure positions that ore only maintained if the short-
termtrend immediately continuesin favor of the trade. Immediately being
stopped out of a trend-continuation trade is not a Sgn the larger degree
trend haschanged. Itisonly asignal that the immediate short-term trend
may not continue.

If thetrendimmediately continuesinfavor of thetrend-continuation

trade, the protective sall stop for both open positions should soon be the
same,
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Short Postion Added On Gann-Pull Back Set-Up

P

T s
....... i
i T
i a1
1050
: 1 2 T etter labels refer 1o 10
[ | deseriptive eomments
i . ' ‘ ) belowe, ot Bllictt wave. Laea g
- } _ “ | .
f li‘ ]‘1} h_l H101~a¢ e
B .
| I . ceree e AT ZE oo
1 f S A0 ]
: 1ara
4- .V |
— - _ag1s
o . } 1 1 @
: 11i|:::- e ek
1'i‘|'ﬁ::|%.:rg:i 'ﬁﬂlgﬁﬂﬂ:
ey lid . S Vhegtd
Sem A2 - i€ Taep g “i 2 .
ER L

- Chapter 7

From the Sept. 13 low, bonds made three higher-highs making a
Gann Pull-Back trend-continuation trade set-up. A sell-stopto enter a

short position is placed one tick below the prior day's low each

day.

On Sept. 16, bonds declined below the prior day's low (C, 100.10) for
a GPB trade entry. The initial protective buy-stop is placed at 100,29 one

tick above the high or 100.28 (B).

At the time of the GPS short sde, the 3DH was at 101.26 (A). The
stop on the open intermediatetermpositionremainsonetick above lhe

3DH.

The wide-range down-day of Sept. 16 declined below the Sept. 13
low (D). The 3DH is now at 100.28. The protective buy-stop tor both

short positions is now the same at one tick above the 3DH.

Trade Summary To Date , includes $35 commission
(ST = Short Term, IT = Interrmediate Term)

Bonds Clpen Price Close Frice P
Short (510 817 103.11] g1 ifn3.34 (342125
Shott (1T Bi17 105,11 TR 4334 (4321955
Shoit (51 o2 10204 G/ 1LY . FIIRATS
Short (1T} 012 Swzm | - -

Shot (GPHY ¢ Wk 100,09 -]
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Trade M anagement Wor ksheet

A new and updated Trade Management Worksheet is. prepared after taking
the new Gann Pull-Back short position.

The time and price targets are described on the pages following the
workshest.
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Trade Management Worksheet Trade # 7 Date #2 und #3, S/16/%d

Current Positlon $-2 Dec. Bonds PS-Oxxx |82, 30H

L i
[N |
E — e 40328
H e
Gartn Pull-Back
l &h it 230e T ra]
3 T ] o

\II'I,L l- LLLW[THJ

0072 Apz 1000 F10T 2

Craflt taken an r'_,,./"f
short-tagen, it L I nie
ohjecily= e
i iﬁ?’hs% rangp 1817
- L Bz
] 4 sl
] SO 12 19 28 en  H

i Fil 16 ap 8% [0 12037 [HI00 28| L& T

PTFPa Fr %2 High gt 3-T thady intermediaie and shorf term tinge projecions)
Resistance Fr = Minor
F____ bt - . -
Suppart Fr 372 High  Miner 97.24-D608 o _
FriiWigh  l97i69612
Paitern S2H=W.2:5. W 3.5 iz not clearly sub-dividing im a five-wave impulse ]
TCS DCB %6.12(owend of suppost) TS Trade Above 10,29 (W15 low)

Add Position N more new pogitions. Mow in latgr srupes of W55
Adj. P8 - Unit 1 {5T) Profir token 84 ar 0002 (1008 AFF)
Unit 2 ([T} Trail one Tick above 3DH,
Unit 3 (GPB) {In trade below 9¢13E, trail IDH
ST (1 97 24 theginuiag of supoort zoms fr WEI e WESL
Commentayy
8416, Trade below W13 Low. Trail stop oo both short positons at SDEH.
105, Reached 97.24, Trail stop on both at one Gok above IDH ,
@5_‘2@ out of botly short positicns, . .-

—_—

7-33



Putting It All Together

Time and Price Support Prgections

Calculate in advance the time and priceprojections with the greatest
probability of support or resistance and trend change. Ifan Elliott Wave
pattern is evident, consider the high probability time and price projections
that are typical for the wave in progress.

Wave-3isin progress for bonds. What arethe high probability time
and price targets typica for aWave-3?

Wave-3:5Price Target: 97.34-96.08

97.24: W.35 = 162%W.1:5
96,08: W.3:5=262% W.2:5.

These projections fall in the same price area as the larger degree
projections at 97.16-97.12 for the larger degree W.5 low shown earlier.
Unfortunately, W.3:5 was not clearly subdividing into afive wave
structure. There was no confident way to project the lesser degree sub-
divisions.

Wave-3:5 TimeProgjection: Oct 3-7

Oct. 5-7 included four minor-degree, time projections including the 162%
Time Retracement where the time of Wave-3:5 would equal 162% of the
time of Wave-l:5. See the chart on the opposite page.

Oct. 3-5 was alarger degree Dynamic Time Projection cluster made from
the Aug. 2 high shown on the chart several pages ago,

Oct. 3-7 isthe combination of both degrees of dynamic time projections.

Should these time and price support zones be consdered targets to
complete Wave-5 fromthe Aug. 2 high, notjust Wave-3.5?Maybe. The
time objectives do not fall within the minimum time projection of Oct. 26
for aW.5 low according to the TRZ. However, if the decline from the
Aug. 2 high were clearly sub-dividing into afive wave structure into
these time and price support projections, afinal low may be anticipated.
Otherwise, alow made in these support projections would probably only
be a W.3:5. As bonds approached the Oct. 3-7 PTPP, they were not clearly
completing a five-wave structure.

Adjust trading strategies as the market evolves.

As amarket approaches time and price objectives for the current trend,
stop-losses on open positions should be brought relatively dose to the
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market. There arecurrently two open short positions. If bonds should
reach the price support zone within the time support zone, protective stop
losses on both positions should be adjusted daily to onetick above the
1DH.

Time Support: Oct. 3-7

Price Support: 97.24-96.03
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On Oct. 5, right within the Oct. 3-7 time support zone, bonds reached
97.24, the beginning of the price support zone at 97.24-96.08. The protec-
tive buy-stop should now be adjusted daily to one tick abovethe one-day-
high (1DH). Twoday'slater on Oct. 7, bonds made an outside-rever sal-
day (OSRD) precisely within the projected time and price support zones.
The next trading day, Oct. 10, the two short positions were stopped out as
bonds rallied above the 1DH. The short positionswere not sopped out on
the Oct. 7 OSRD because the previous day was an indde-day. Insde days
are not counted for 1, 2 or 3 day highs.

Trade Summary To Date, includes $36 commission
(ST = Short Term, IT = Intermediate Term)

Bonds Cpen Price Cloze Pocet PL
Short (8T) 8717 103.11 D2 193.24 {$441.25)
Short (IT) 817 103,11 o2 i 1053.24 {§441.25)
Short (ST) 02 102,00 X9 100.02 52183.75
Short (IT} 042 12,08 10410 98.12 $3871.95

Short (GPB) 916 10008 i 10V10 98.12 1871.25




Putting It All Together

Closad Trade Critique Wor ksheet

The next page shows the Closed Trade Critique Worksheet that includes
the intermediate-term and Gann Pull-Back short positions.
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Closeqd Trade Critique Worksheet

Market Bords, Deg, 94 Trwde & f Dute #2 & 3. 1410

-IT.BONDS  U£1254 0]

i

z
L1 1oa
Qhrt-3
ot ] il TT
it JUL H 1020
e
10Q
i}
Qulside Revorsa-day at
pro/&tiad time and grics /”;‘f
4 + suprom 4 20
W’ P TP P L
'] Shug 12 132 6 25eph 4 b1 23 ] Ot
rvoas Toas Lagsn [Lers [ sl ] % ]

Uniit Po, |#con| Tick Value | com | Teade PAL
1| shrtsmy_| 99 | imee 7| 1 | si2s | as | aies7s
I Shont 92 | 102,00 | 110 | o812 | 135 | 3125 s 3871.24
3 shemigPm) | s |ao0we | e [ eziz | e1 | | 3175 35 | 187128

Total Trade P/ L: | 792628

TRADE COMMENTS Perfect trade. Relative low volarility on secent dectine peevented IDH from being it
If Oct. 7 holds, should anly be W.38 jow. W.3:% did not sub-divids in Bve-waves.
Oct. ? lew had nod rgached Oa, 25 dme objective o complete W5, L
Lock to enter short pesition on W.4:5 gorrecion,

P

S ——— ——————— e — e — e — e —— e — ——— ———————

LESEONE LEARNED

————— e — — — . — ———— ———
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Putting It All Together

Trading Strategies Evolve As The Market Evolves

The Aug. 2 high to Oct. 7 low did not gppear to he acomplete five-wave
structure. Bonds should still make aWave-4:5 correctiverally followed by
afurther dedineto anew low. Idedly, the find Wave 5:5 low would be
made in the Oct. 26-Nov. 28 TRZ and at or near the Nov. 11-14 FTPP for
alow.

The next trading objective isto look to enter a short position at or near
aWave-4:5 correctivetop or on aconfirmation that a Wave-4:5 corrective
topis complete. A Wave-4.5 corrective top should be made in the broad
price zone of 99.18-100.17.

Ideal Wave-4 Price Objective: 99.18-99.27 or 100.12-100.17
99.18:W.c=162%W.b

99.19: 38.2% retracement, W.3

99.23:W.c =61.8% W.a

99.27: W.4=100%W.2

100.12: 50% retracememt
100.17: W.c = 100% W.a

Trading Strategy: Sl bonds on the closeof adaily reversd signal if
bonds have reached at least 99.18. Or, if atrend-reversal trade set-up is not
made, sgll bonds on atrend-continuation trade signal following atrade
below the Wave-3:5 low.

On Oct. 18, bonds made an ABC corrective high at 99.21 on a
reversal-day, right within theideal priceprojection for aWave-4:5 high at
99.18-99.27. The sl order is made at the close of 99.01 with aprotective
buy-stop at 99.22, one tick above the reversal-day high. Bonds continued
to declineto below the Wave-b:4:5 low confirming the Wave-4:5 high.

Trade Summary To Date, includes $35 commission
(ST - Short Term, IT = Intermediate Term)

Bonds Open _ Price Close Price P/L
Sheort (ST Bi17 103,11 A [T (3d41.25)
Shart (1T} 317 103.11 :  8f 103.24 (3441 .25)
Short (ST) 952 102.09 949 100.02 $2183.75
Short (1T} a9 102089 1¥10 9E.172 $3871.25

Short (GEB) o/16 100.09 110 98.12 1871.25
Short (5T) 10718 95.01 - - -
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Trade Preparation and Initintlon Worksheet Trade # f Date #4 - 10/15'%4

Trade Objective Enteron W.4:5 sorrection for W 5:5 decline Minrkat Home, Dec. 54

[T BORDS  US1284 D] L]
Qﬁ‘ﬁr Sell on dally tevarssl zignal
3 |y ¥4 pHE2 [Arget marte
[ A
l J
I } { I [ I I.I WA Prica Targole: 90809027 or 100.12. 0017 Liozo
I Bl A 960
i ,j T 1000

=24 A P

3
* Lag'n
i n?ts Eﬁ“’.&’%"
26 S=g B 18 23 ) #oct
Won 17-0ck-54 | 09912 | HEar{s | LE23 | caap -1

Trend: Minor Up from WS LT Int Down fom WAH (&2  Major Dewn from Oct. 1903

Time (FIFF:):  From W.AH(%2) o MNow, 11-14
TRE From B2 High D 26-Nov, 25
Resigtamcs  From 100TL (W.3:5) Minoe 99 169007, 1001210017
From Int,
Support:  Prom 97H (W.2:5) Minor 7.0 (W 4:5L) .
From N Int.
TCE Trade Bolow 97.0 (W.3:5L1 TRS 100_2% (minor high just above max, anticipated for W41

Fapern: 1077 =W. 3.5 Be alext w ABC comeoiion for Wais,

Set-Up Daily reversal signal in the 59,18 10017 frbee sone.
Aption to Tuke Tf oo closs abovel00.17, el on the close of 2 daily revarsal signal,

Entry Owder a Filled ¥ (TV'THR Canceled? {INT)
[5-1.99.10, 500 { x=x ionz-1400-0001 | fra |
Initial PS|59.22 Buy Siep (BS) 1 xxs |
Adjust FS  TUnit 1 On trade below W3 :5L0 (97,0, trail ar 30H.
Unli 2
Dult 3

Commentary 1018 [F:mmal-day miade in price wone anthcpated for comocdve high. Sold on the close.
) [If sopped out contitue Lo sell cloac of dgily reversal sighal at lomg a5 U0G.17 not excooded,
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Putting 1t All Together

Wave 5.5 Price Objective

Bonds continued lower from the Oct. 18, Wave-4:5 high and continued to
declineto below the Wave-3:5 low. At what price should The Wave-5:5
low be made?

The chart included with the Trade Management Wor ksheet on the nest
page showsthat 95309430 istheided target for the Wave-5:5 low. This
price zone included al typical Wave-5 price objectives.

Wave-5:5 Price Target: 95.30-94.30
95.30: W.5=100%W.1

%511 W5 = 162% W4

A.30: W.5=61.8%W.1-3

As a market reachesthe time and/or pricetargets with ahigh probability
ofterminating the trend, trail the protective buy-stop relatively close to
the current market position.

Adjust the protective buy-stop: On atrade below 95.30, the beginning
of theidea price zone projected for the W.5:5 low, trail the protective
buy-stop at one tick above the 1DH.

When Projected Time, Priceand Pattern Coincide, Changels
Inevitable

In early Nov., bonds closed beow the Wave-3 low. The protective buy-
stop istrailed at the 3DH Bonds were making new lows into the TRZ
beginning Oct. 26 for afinal bottom. Nov. 11 was approaching which
began the Dynamic Time Projection for the W.5 low (Nov. 11-14). Bonds
were nearing the time and price projectionsfor aWave-5:5 low. Ideally,
the Wave-5:5 decline from the Oct. 18 highwould sub-divideinto five
waves.

Bonds never reached the 95.30 price which would have changed the
protective buy-stop strategy to the 1DH. On Nov. 10, bonds traded above
the 3DH stopping out the short position.

Thefollowing two pagesincludethe TradeManagement and Closed
Trade Critique Worksheetsfor this bond short trade.
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Trade Management Worksheet

Current Fosifion 5-1 Dec. Bond, 1018, 20.401

PS-00|xxx

Trade # Date wf, {1,755

[Trail s 30K

DS94 D]
e B B i
£ * , * Ll ‘P L] rl:ﬁ"n
. Kiaal W5 Prica Dbjective: 95.30.94.50
"r A BS-30; W.5= 100 W1 .
rHt 511: WE=151% W 10
i 1\ 9430 W5=B1.E% W13
jh . ] ]_t HHJU 'l H10Z 0
b [J H Shoet1 on
RevarsgkDayclose
I ‘
! JrH . Log
} 1__,*# w13 (382
b 1HH i
| s}
ll 1% 1 o
Minkrrun w5 Time Ohisctva. Got 26
Idg g1 WS Timea Objacive: How, 11-14 . - LD
—en—— 35 App 10 MEETD
. - " ———a5"11 Ret 1618
WP E e T EAT0, 250D i 0 AT DB1E
: 12K L . Tookd
T SMpg 12 18 28 Xeps 1B 23 M toct 1% A
Tr 30-0ctid | a8 | Hod2d | LoF18 | coral | 11
FIFPs Fr 824 MNov. i1-14
TRZ Fr&2H Oct. 26-Now. 28
Resistance  Fr 1/7L Minar 99.21 (W.45H)
Fr 10f7L Int 95 13-100L57
Support Fr _ Miber 000000 )
Fr §2 High Tnt 95.30-94.30 (Idcal W.5 objective)

Pattern |0/ FH=W.4:5

TCS Trads below 97.0 {W. 5500

TRS Trade Abave 9821 (W.4:SH)

Add Position WA - Extznded wend not anticipated, W5 objective (oo close to market to add positions.

AdY. FS - Unit 1 On 3 wade below 95 30, trail & tDH
Unat 2

STObf. 95,30 {heginning of W.3 price dbjoctive)

Commentary

118 ‘Reversal day made al price ubjective for W.4, Sold on dose.

11/3_Closed below 57.00. Trail styp IDH.

11710, | Short stopped oot on tade abave IDH '
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Putting It All Together

Closed Trade Critigque Worksheet Market Ronds, Der. 84 Teade #/ Date 24, | 1/10/4

t151234 D]

1 ﬁI | Shom-1 on tlose
Iﬁrw = T—F;. LTI Ret 0.382
;Fb Ll-n opped oktat 30H
M HAar1d

3
3 ticks ghort of idaai — 4530 sy 1000
¥4.5 price Objactwe ——" . 9511 Ret 1 618
%\ll']b'é%n 04" 30 App 0.6%8
_Tod

102D

alLine

LeR 0

Eatry Exit
[Pt Date  Pdec | Dawe  Price {| DL |#Con| Tick Valoe | Com. | TradePL
Shoni {(8T) 1018 | 9081 | 1100 | o715 50 1 .25 33 1577.50
Total Trade P 7Lz | 152750

TRADE COMMENTS The market unfolded in an ideal ABRC-W 4 comective high.

W3 decling was choppy. Close only data sub-divided imta five waves.

Finai low of Now. 11 tade at direct hit of projecied time ang price for W5 low.

LESSONS LEARNED Gond to have maintained wide stop until trade hebow W.2.5 low,

IF W 4 high expected, oo reas0n o consider tightening ston prior 1 & decling below the WS ow.

_ ——
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When Time, Priceand Pattern Coincide, Changelslnevitable

| 53 Dynamic Tiot - w,&ﬁ Dbjectve - T BONDS U194 DJ
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TRZ for 3 %5 1gw,
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The final Wave-5:5 low was made Nov. 11 at 96.01 precisely within
the time projection for a low and just three ticks short of the ideal price
projection.

Time (Oct. 26-Nov. 28 TRZ and Nov. 11-14 PTPP), Price (95,30-
94.30, W.5:5 projections) and Pattern (W.5 from Oct. 1993 high) had
al coincided to form amajor low. The only missing factor was Wave-5:5
did not appear to sub-divide in an ided, five-wave impulse structure.
However, if you look at a close-only chart (not shown), you will find [he

Nov. 11 closng low completed an ideal five minor waves from the Oct. 18
high.
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Putting It All Together

Trade Summary; Dec. 1994 Bond Trades 8/17/94 -11/10/94

Below is atable of the summary of all of the trades described with a chart
showingeachbuy and sl signal.

Trade Summary To Date, includes$35 commisson
(ST = Short Term, I T = Intermediate Term)

Bonds Open Price Close Price PfL
Short (5T) 517 103,11 a2 103.24 (hd441.25)
Short (TT &7 103,11 3 103.24 (5441.25)
Short (8T) 912 102.08 9/9 100.62 32183.75
Short (IT) 92 102.09 010 | 98.12 338125

Short {GPB} | 9/15 1e0e | 1onp ] 9812 1471.25
Short {(STY | tv12 | 9oo1 [ nino | o715 | §152750

Net Profit f Loss $8571.25
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It Really Is Easer Than You Think

It has taken over 30 pages to describe in detall the approach, andysis and
trading strategies that were a part of just these four trades that took place
over athree month period. In actua practice, it takesonly afew minutes
per day to update the analys's, review the market postion and preparethe
trading drategies.

If you review this section again, note how few price and rime calcu-
lations were actually made as the market unfolded over this period. Most
important, review the consistency ofapproach.

1. Themarket position (major trend and position inthetrend) is first
consdered.

2. Thetime and price projections anticipated to put the marketin a
low-risk, low-capital exposure trade set-up are calculated and noted
on the workshest,

3. Trades were only entered on adaily trend-reversal or trend-
continuation signal when the market was in the appropriate time,
price and pattern position.

4. Early in the trend sequence, two-unit positions were taken. Profits
were token on one unit at a short-term price objective. The second
unit was held in the event the anticipated price projections were
met.

5. Early in the trend sequence, additional units were added on low-risk,
low-capital exposure trend-continuation signals,

6. Theinitial protective sop-loss was not adjusted until the market
action confirmed thetrend direction.

1. The protective stop-loss was trailed fairly far from the current
market activity (3DH) until the market reached either the minimum
or ided priceprojection.

8. The protective stop-loss was then brought close to the market
(1DH).

Consstency Of Approach IsA Key Factor To Trading Success




Putting It All Together

Bonds declined from the Aug. 2. 1994, Wave-4 high in a five-wave
structure. While each of the waves did not sub-divide idedly, they each
meadether highsand lows at typica price and tune projectionsfor that
particular wave. Do market trends alwaysunfold in almost ideal five-wave
structures at direct hits of projected tune and price? Of course not. But
they often do! If you stick to atrading plan, you will take advantage of
the opportunity each time they do. When they don't, your Dynamic
Trading analysis and trading strategics should help to capturerelatively
small profits and keep losses relatively small while you remainin a
position to take advantage of a trend swing.

Do dl corrections unfold in nice symmetrical ABC, zigzegs? Of
course not. But many of them do! Y ou can never know how a market will
unfold. But you must havethe discipline to wait and be prepared to take
advantage of high probability market positions when they do unfold.

Bonds Following The Nov. 11, 1994, Wave-Five Low

Let's continue to follow the bond activity and implement trading strategies
for the monthsthat followed the Nov. 1994 |ow. The following pages will
not provide as much descriptive and commentary detail as the prior pages.
We will rely more on the trading log worksheets for the necessary
information. Mogt importantly, the approach will remain consistent.

Bonds made a five-wave bear trend of just over ayear from the Oct.
1933 highto theNov. 194 1ow. Snce thefive-wavededinebegan from
historic high leves for bond futures, we may consider it Wave-1 of along-
term, five-wave sequence. Long term Elliott wave analysisis not particu-
larly reliable, so let's not make along-term analysis just yet.

We should anticipate that a corrective trend would reach the broad
zones of 38.2%-61.8% price and timeretracementsand should not exceed
the 78,6% price retraccment. These are very broad ranges, but at least
initially provide us with minimum and maximum time and price targets to
anticipate. The dynamic time and pattern analyss as the market unfolds as
well as the price projections of lesser degree should help to pinpoint the
important targets to complete the corrective rally.
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Minimum Time and Price Objectives For The Correction

The assumption isNov. 11,1994 completed amajor five-wave decline
from the Oct. 1993 high. A correctiverally from theNov. low should be
of greater "degreg" than any of the corrective ralies that were sub-
divisons of the bear trend. A corrective rally should "overbalance" the
corrective ralies within the five-wave decline. In other words, the time
and price of the corrective advance should exceed the largest time and
price of the Wave 2 and 4 correctiverallies.

The largest corrective price rally was Wave-A of Wave-4. The
alternate price projection of W.A:4 projected from the Nov. 11,1994
lowis at 101.20, A correctiveraly fromtheNov. 11 low should exceed
101.20,

Recdl from the previous section that the continuous spot futures chart
distorted the Wave-2 rdly at roll-over to appear like anirregular-ABC.
The March 1994 contract showed that Wave-B did not actualy trade
below theWave-1 low. The Wave-2 correction lasted 66 CDs, Sixty-six
calendar days fromthe Nov. 11, 1994 low is Jan. 16, 1995. A corrective
raly from the Nov. 11 low should continue beyond Jan. 16,1995.

([ 52 Dymamie: Yrorier - M. Tame/Prics. oo - IT. BOWDS  U35699 D1
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Iow should exceed 101 20 And Jan 16, 1385, [11en
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R
101720 Agp +.000

Hara

bas 0

L3O

J

Jan. 16 and 101.20 are only the very minimum lime and price ranges
anticipated for the corrective rally. Being aware of the minimum ranges
hel ps the trader keep a perspective on atrend or counter-trend and avoid
taking aposition against thetrend too early. Other Dynamic Trading
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Putting It All Together

factors will provide the high probability targets for support, resistance and
trend reversal.

Typical Timeand Price Objectives For The Correction

Thetypical correction falls in the 38,2%0-61.8% time and price retracement
zones. From an Elliott wave perspective, corrections very often conclude
in the price range of the previous Wave-4 and usually at the extreme of
Wave-4. The Wave4 high fell at 106.23 just above the 38.2%
retracement. This provides a strong confirmation that the corrective rally
should reach 106,01 or higher.

The 38,2% time retracement is April 13, 1995, Thereisahigh
probability that a corrective rally will not be complete prior to April 13,
1995.
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The minimum and typical lime and price targets for the corrective rally
provide us with important yardsticks to judge the position of a correction
We should anticipate the correctiveraly will excead the minimum
objectives and reach the typica objectives unless the Dynamic Trading
technical position of the correction provides a compelling reason to think
otherwise.
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Buy Bottoms, Sdl Tops

When the Dynamic Trading analysis provides overwhelming evidence of
a trend reversd, trading srategies should be oriented to entering a position
on the first opportunity rather than waiting for the market to confirm the
new trend.

In the current case with bonds, each factor of time, price and pattern
strongly signals that Nov. 11, 1994 completed the bear market. A five-
wove sequence should always bein the direction of the larger degree
trend. If the larger degreetrend hasturned bullish, afive-wave advance
should follow the Nov. 11 low.

A Wave-2 usualy retraces at least 50% and usually not more than
78.6% of the Wave-1. Thetrading strategy is to look to buy bonds on a
daily reversal signa in the 50%-78.6% retracement of the initial minor
raly. If bonds enter the 50%-78.6%retracementzone,along position
should dso be taken on a trend-continuation signd.

The next page is the Trade Preparation and Initiation Worksheet to
prepare to enter abond long position.
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Traide Preparstion and Dnitiation Worksheet Teade # / Db 25 - LL/1554
Trads Objective Enter on W2 coirectivg ! Market Honds, March 93
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Eatry Grder 2 Fllled? VTR Camceled? (DT
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Vo 3 O sl looree 7. 1% (91U 10 300
Uit 3
Commentary 1117, | Trads below TE.5% Tetracement, bt close shove,
11718 Tnside-day. Go long o0 ingide-day entry STategy.
1112 |No ettry signal. Togday remaitked within the rangs of day poier t0 ingide-day.
| A5 long g low of inshdeday ni sxcpeded (935,261 buy two units = 96,21 sy,

umﬁckm-e:hgpw inside doy.
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Dynamic Trader - Chapter 7

Trade Management

Bonds did not make adaily reversal signal after having declined below
the 50% retracement. An inside-daywas madeNov. 18 which provided an
insde-day trade-entry set-up. A buy-stop to enter along position is placed
onetick above the high of the day prior to the ingde-day. The day
following the inside-day did not trade out of the range of the day prior to
theinside-day and did not trade below the low of theinside-day. The buy-
stop was held for the next day.

On Nov. 22, the buy-stop was dected for atwo-unit long postion. The
protective sdl-stop was placed onetick below the low of the inside-day .

A profit objectivefor the short-term unit is 97.29, the 100% Alternate
Price Projection.

On atrade above 97.20, the W.1 high, the protective stop-loss should
betrailed at the 3DL for both units.
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Trade Management Worksheet Trade # / Date #5 - 1172204

Current Posidion [-2, | 1/22-96.22 PS-Dfkex [95.25 Sgll-stop

£ Dynay- Tracde - 32 - [T. BONDS  US03%5 D]

Add Poslttsty O trend contimumtion set-up in W3,

Typleal ablec for W oE 1% Fet 0,500
" Wz 152% Wl 26 Ao 1 618
HeeH rQ
r [ Ao berm okl active:
1005 AP ME-W‘I} .
I' -I? —‘—“‘_Erzﬁ.ﬂm 1 m'n m u
T HOTH0
H
l[ 1 J' ' H e 2
i
{ 1 7 x
L5513
5 \\
5 Typical ¥i.2 ‘40
# + raracion:
BB aw Ehorn  S0%-786%Re
; vt e
14 Fil = -~ 2 16
Tum Z2brvB4 | DUE | HIE 2 | LEEE | coe1d 12 - |
FIFFs Fr ll/L Dg, 46 (incudes J00% Time Bet)
Resistanrce  Fr 117110 Minor $7.20 (W.3 = 100% W.1)
Fr11AIL  [or99.09-99.19 Gincludes 50% Rst.)
Support Fr 11/16 (W.1)  Minor 95.26 tinside-day law)
ﬁ_ v — Im ——
Pattern 1 1/17L peohablby W.2. Trade above 97, m LWIH} iially oonfirms 'W.2 how.
TCS Close above 97.25 (100% APP) TRS Trade below 95.22 (W .21.) —

Adf. FS - Unit I {ST) Trade above S7.20 10 3DL. Take peofit at 37,29 [IRRE AFF),
Undt 2 (IT) Trade abave 9720 wail ai 3DL

ST Ohf. 97.26 (100% APP)

Comensstayy
1123 | Wide-range up day. Trade ahove 97.20. 5T profit objective met for ome-unit,

Audjuat protective sell-stop on IT unit 1o 301

Could be W.12-1:3- llraﬂr.rthanWI 2-3-4. Miner decline tp S0% rotmocment.

* For now, assmme this 13 mibor W4, Mo mend continiation sei-up mads in W3,

Irl {29 | Traed into range of 'W. 1 bt did not close in alo&mg_ran,gg Fossibility this i3 oot an 11:n;n.llsr. rally.

1242 | Wide-range, cutside up day with close above W.3 high.
See neat Trade Managemen) Worksheet
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Trade Management #2

The chart on the next Trade Management Wor ksheet on the next
page is up-to-date through Dec. 2, the last comment entry on the prior
worksheet.

The entry on the previous worksheet for Nov. 29 noted that bonds
made aminor decline into the price range at W.1. An Elliott wave "rule’
(guiddine) isW.4 should not tradeinto therange of W.1 athough with
close-only data, adaily close had not been made in the closing range of
W.1. Unless both daily range and closing dataviolate a "rul€", | usually
continue under the assumption the most obvious pattern is correct. In this
case, anote was made that the pattern may be aw.|-2 and followed by
W.I-2 of W.3. Bonds would haveto accelerate the bull trend above the
W.5 price objective (99.08-99.19) to dter the assumed wave count to W.I-
2-1:3-2:3.

The next worksheset is dated Dec. 2 1994 and continues with this bond
trade where the last worksheet ended.
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Trade Management Worksheet Traede # / Dake: #5 - 12/2/04
Current Positlen 111722, 96.22 rs-0o0zm oo
i L Dyratmic: Trahew - %3 - [T, BOMDS  US#3E5 D] [ 1]

1010

TCR
MR N 100% Time RN
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Uu :ﬁgﬁ 1? ﬁ 0
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e 45 e
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FTPPs Fr 1L11IL Diec. 4-6
Resisisncs  Fr Minor ——
Frl11IL  Tm 98.30-99.19 (Ideal W.5 targes, stc chart above)
Support Fr Minor 97.01 (W4 L)
Fr Int
Pattern W 4 low = 1172 -
TCS Chose abyve 99.19 TRS Close below 97.03 (.1 closing high)

Add Position NA: Approaching W.S priee and lime target.
Adj, P8 - Uit 1 5T unil cdoscd out at profir objectivs of 97.29,
Undt 2 (TT) Currently trailed a1 30L. Cm el above 93,340, mrail at 1DL.
ET (b, 9030, beginning of W5 thdactive.
Commentary
1242 |W.1=3 TDs, W.5=5 TDs. 122 (WA} 435 TDs = Dec, 79,
W5 wop should be made a0 lates than Dee, 9,
125, | Teade above 98,30, Trail siop o 1DL
1276, | Cloge above 99,19, Trend acceleraton? Bxtendsd W57
1277, | Snap-back-revereal day, Prior day low taken out. Long position stopped out.

7-54



Dynamic Trader - Chapter 7

Closed Trade CritigueWor kshet

The intermediate term position was stopped out on Dec. 7 when the 1DL
(one-day-low) was taken out. The Dec. 6-7 snap-back-reversal was made
at the coincidence of time, price and pattern. Each of these factors were in
place for the completion of a minor five wave advance.

Note that the consistency of approach to this trade was exactly the
same as the prior trades for the Wave-5 decline into the Nov. 11 low.

The same entry sgnds (trend-reversa or trend-continuation) were
employed as well as the same protective stop-loss strategies.

We would anticipate that this minor five-wave advance was either a
Wave-A of acorrection orjust Wave-1 of Wave-A. At thispoint intime
thereis no reason to guess. We can let the market continue to unfold and
provide us with more information.

The importantfactor is that it appears bonds have made at leas! a
minor five-wave advance which signals Nov. Il is indeed the completion
ofthe major decline and a major correction is in the initial stages. Bonds
should eventually exceed the Dec. high without declining below the Nov.
11 low. This factor itself is important information for traders as well as
investors who arc concerned with the intermediate trend of interest rates.

What should be anticipated following a five-wave advance? At least an
ABC correction. If an ABC correction gppeared to unfold, wewould have
the ided set-up to enter long for aW.C or W.3:A.

We can now assume that the major trend has turned from bearish to
bullish. We would wait for some sort of correction to the minor five-wave
advance to unfold to consider taking another long position.



Putting It All Together

Closed Trade Critiqne Worksheet Market Bondz, March Y5 Trede & /Date #5 - 1271454

4 G0 Dynaswie: Trader - 4 - [T. BONDS Y5055 D]

e, M6 .
=3 st
Second long unit stopped out Dac. 7.
¥ava-5 lop rade atthe coincidaned of prajasted ime and P
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1| Lomg (ST} ez | esae | e | e92e | 900 | 1 31.25 3500 | 118373
I Loog (IT) 1122 | 9623 127 | 9848 | 6000 | 1 3125 3500 | 134000
3

Total Trade PP/ L: | 302375

TRADE COMMENTS Mot an ideal five-wave tally. W.4 madad into range of W.1
but did nol close inta the closing mnge of W.1. Posgbility this was & cotplea setrection of some sont
ABCDEY. A continued rally asd close above 99.24 (high-to-date, 12/5) signals trend continaation.

LESSONS LEARNEDF Dec. 2 widsrangs suside-raversal wag a very high probahility set-up for
& short-term long position. Considering probably in W.4 at the dme and very near W.5 price objectives,
g to harve passed wp this cond-continualion trade cnicy 561-up.
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Prepare To Enter Long Postions On Correction

AW.2:A orW.B correction would typicaly make alow inthe 50%-
78,6% retracement zone. If bonds declined into this zone, a trading
grategy for along postion would be made.
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The next page shows the bond chart that includesthe datafollowing
the Dec. 6 top. Bonds did not make a correction from the Dec. 6 high as
anticipated. Bonds drifted sideways then up to the 61.8% retracement
(8/2/94H-11/11/94L) and declined into alow on Jan. 6 labeled Wave-A
as shown on the chart on the next page.

Bonds did not make the low-risk corrective set-up anticipated and no
trade was considered.

Until you have a firmopinion based on market action oftheposition
ofthe market a trade is not considered.

Bonds continued essentially sidewaysto completean ABC-flat
correction at the Wave-C low on Jan. 25. We can clearly seethe diagona-
fifth-wave and ABC-flat correction after-the-fact, but, as it wasunfolding,
there was no way to determine how this market activity would play out.
Take a sheet of paper. Place itjust to the right of the Dee. 6 bar which was
originally consdered a Wave-5 high. Move it to the right oneday at a time
to the last break-out bar. Can you honestly say the market pattern provided
adtrong signal in advance of what was to come?

TheJan, 25, outsde-reversa-day |ow was made one day prior to the
coincidence of two important time factors. 61.8% Time Retracement and
100% Alternate Time Projection.

Only after the Jan. 27 wide-range breakout day to anew high did the
market provide a strong signd of its position. Bonds appeared to have
completed a five wave advance and ABC-flat collection. Because bonds
had not provided a set-up for atread-reversa trade entry in asupport zone,
wenow must consider atrend-continuation tradeentry.
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£ 5\ Dovummic Tranke - 8% - [F. BONDS UG 8305 D]
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1. When The long position was stopped out on Dee- 7 at the projected
time and price for aW.5 high, Dec. 6 was assumed to be acompleted
minor five-wave advance which would be followed by acorrection to
the 50% retracement or lower.

2. Ingtead, bonds drifted to anew high making atop Dec. 28 at the 6
retracement in what gppears to be adiagonal -fifth-wave. Diagonal -
fifth-waves are usualy followed by agreater than typical correction.
Not this time.

3. The Wave-A low was madejust two ticks above the 61.8%
retracement (not shown) of Wave-5.

4. Wave-B teted the Wave-5 high. Wave-C was made just above the
Wave-A low to complete an ABC-flat correction.

5. It wasnot until the breakout day of Jan. 27 that the market position
made sense. Until the market itsalf provides astrong signal of the
position and most probable direction, a trade should not be considered
Trade market behavior, nor theforecast. When in doubt, stay out.

6. No trades were considered for over Six weeks after being stopped out
of thelong position on Dec. 7. Bondshad aso advanced less than two
points in this period of time. Trading junkies would not have the
patience to wail six weeksfor alow-risk, low-capital exposure trade
set-up. Successful traders dl have the patience to wait for the market
to set-up according to their trading plan.

7-59



Putting It All Together

Trade Preparation Worksheet

Bonds are now in apostion to consider along trade. Since the bond
activity did not provide atrend-reversal trade entry set-up, we must
wait for atrend-continuation set-up unless and until bonds make

a correction.

Readers may wonder why along trade was not entered on the breakout
of the double-top. We have not discussed breakout strategies | D thisbook.
Only strategies described in the book will be consdered. Breakout
strategies have not been considered becausethey do not provide highly
objective trade set-up and stop placement nues Breakout Strategies can
bevery worthwhile strategiesto consider, but require alot of experience
andjudgment on the part of thetrader before entry is consdered. Or, they
require avery wide stop.

The safer strategy is to consder atrend-continuation trade or entry on
the initial correction following a breakout.

Before completing the Trade Preparation and Initiation Worksheet,
let's determine the Dynamic Time and Price resistance projections.
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Price Ressance Zones

The assumption is the Jan. 25, 1995 low is the completion of an ABC-flat
correction and (hat this correction was the B-Wave of a larger degree
corrective rally from the Nov. 11, 1994 low which will be labded (A)-(B)-
(©). The chart below isthe weekly, spot futures chart from the Oct. 1993
high. This chart shows the 38.2%, 50% and 61.8% retracements.

A correction to afive-wave advance or decline often terminates at or
near the extreme of the prior Wave-4. In this case, the prior Wave-4 price
high was 106.23 which falsjust above the 38.2% retracement of the five-
wave bear trend.
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105.13-106.23 & 108.24-108.04 12570

Corraciing to @ five-wave Impulze often
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®

E O M D HF W & MWJ & & 5 ©HNHTUE &F
Frid.enks | Oo8s (im0 Lam [ciHS | 232

A C-wave is often equal to either 61.8% or 100% of the price range of
the A-wave and/or 162% or 262% of the B-wave. These projections are
shown on the March contract chart on the following page.
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If we combine the longer term retracements from the weekly, spot
futures data and the shorter term projections from the March contract, we
have the price zones shown below. Projections followed by an aderisk are
usually the most important to consder

Ideal Price Targets For Wave-(C)

101.31: W.(C) = 61.8% W.(A) (March)
102.03: W.(C) = 162% W.(B) (March)

104.00: W.(C) = 100% W.(A) (March)*

104.10: W.(C) = 262% W.(B) (March)

105.13: 8/2/94H (spot futures)

106.01: 38.2% Ret. (spot futures)*

106.10; 50% Ret.-percentage change (spot futures)

106.23. 6/6/94H-W.A:4 (spot futures, high price of Wave-4)*

108.24: 61.8% Ret.-percentage change (spot futures)
100.04: 50% Ret. (spot futures)

The broad price zone of 104.00-106.23 should be the ided price target

to complete Wave-(C) and the caredtive rally. This price zone includes
themost frequent C-wavetargets including where W.C = 10000 W A, a
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maj or retracement (38.2%) and the extreme of the prior Wave-4. If the
corrective rally continues to unfold as anticipated, the minor degree sub-
divisions should focus in on amuch narrower duster of price targets.

Time Resgance Zones For Wave-(C)

Let'stake alook at the Time Rhythm Zones and Dynamic Time
Projections from the Nov. 11,1994 low to determine the timeress-
tance projections for a potentia corrective high.

Time Rhythm Zone (TRZ): Feb. 28-June 9

The TRZ showsthat the corrective rally from the Nov. 11, 1994 low
should not complete prior to Feb. 28, 1995 but should complete by

June 9, 1995. The minimum Dynamic Time Projections anticipated

for aWave-(C) high and shown on the next pageis the Feb. 28-March 10
period which falls a the very beginning of the TRZ. If bonds make new
highs after June 9, the odds are bonds are either making amuch larger
degree correction than anticipated or therally isabull trend that will
eventualy exceed the Oct. 1993 high.
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Prgected TurningPoint Periods Feb. 28-March 10 and April 8-11

Feb. 28: 100% Time Retracement (8/2/94H-11/11/94L)*

March 8: W.(C) = 162% W.(B)

March 10: W.(C) = 100% W.(A)*

March 10: W.(A)-(B) = 100% W.(B)-(C) (11/11/94L-1/25/95L projected
from 12/28/94H)

April 8 W.(C) = 262% W.(B)
April 11: W.(C) = 162% W.(A)*
April 13 38.2% Time Retracement (10/93H-11/94L)*

If bonds make anew high after April 13, the odds are atypica ABC
corrective raly is not being made. April 11 is the time projection where
the time of Wave-C would be equal to 162% of the time range of Wave-A,
This is usually the maximum time projection of a Wave-C. If bonds make
anew high after April 13, the rally is probably only Wave-(A) and the
correction will be much greater in time and price than anticipated.
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The following page includes the Trade Preparation and Initiation
Worksheet that includes the time and price projections described in the

previous pages.
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Trade Preparation and Inliaton Werksheet Trade ¥/ Date ¥ - 122795
Trade Objective W.2:A of W C freod * Market Bands, March 95
R £% Dynawic: Tiades - #74 - (1. BONDS __ US03%5 D] _ . _ T
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TCS Close above 10203 TRS Tme below 922 .
Pattern: 1025 =W/ 0 Low S -
Set-Up e L
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Adpist PS Unle 1 Adjust 1o DL IF 101,21 reachad _
Unit 2 )
Commpeptary 1731, |Ondside-Day made, Went long ooz tick above prior day's igh. Yery posltive close
above prier day's high.
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Trade Management Worksheet Trade #/ Date #5 - 173105

Current Positen US H5: L-1, 1/11/95, 101,13 PE-OCN 1z " |initial Sell Stop -108.24
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PTPPs  Fr 114111 Feb. 28 - Marsh 10, Apfil 7-13:
TRZ  Fr 11111, Feh. 2% - June 9 .
Reslstance Fr Miror

Fr 1250 -WAB)  Int 101.31-102.00, 104.00- 10623, 108.24-109.04
Support Fr Minor 10025 (1731, outside day low)
Fr____ lut
Pattern 125 = W) bow, .
TGS Close Above 102,03 TRS Trade belw 95.22 - W.(B) low
Add Poglton NA: W.(C) abveusdy upderway. Inifial irats = rend-conBnuation.
Adi. PS « Lntt 1 Ouocloge abave 1023 trail ac 3DL.
Lnlt2 _
ST Ob). 104.00 (100% APP where W (C) = 100% W (AN
Comomentary
243, Wide-ranpe up day with close shove 102 {3, Trail protective gell-srpr 3 IDL, curresthy 100,26,
215 Bonds drifted sideways for aver a weele, Today exogoded the Feb. 3 high, Stop adjusted o 10108
/28, Bonds bave eached both time and price resistance. Truil sbop on IT position st 100,
32| Stopped out of IT position. Now fla Kelly oo 1/25 low not s discernible paemn except
for minor swings making higher highs and higher Jows.
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Dynamic Trader - Chapter 7

The chart on the Trade Management Worksheet on the preceding page
was current though the date of entry of the trade. A journal of commentary
is made at the bottom of the worksheet. A new Trade Management
Worksheet is usually not completed unless the critical data such as the
time and price projections are changed or a chart pattern that is critica to
the analysis devel ops.

In the current case with bonds, nothing critical or dramatic unfolded
withthe andyds, trading strategies or chart pattern as bonds continued to
advance and the long position was stopped out March 2. The chart below
shows the data following the date the prior worksheet was begun. The
dates of the commentary found in the worksheet are noted so you can
compare the chart activity as the comments were made.
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The next page includes the Trade Critique Worksheet with comments
regarding the questionable position of bonds at this point in time.
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Putting It All Together

Closed Trade Critigue Worksheet Murket Bonds, March 93 Trede #/ Date 46 - 3245
B Dynamic Tredes - 36 - [T. BOND5 150335 D} T T |
3, 510 N 5o
Ié%nﬁ’ ’ !iﬁn ' -1 0
1080
€yt

BOMER f80  Loao

B-1on Outside-Day
Trend-Continuation Enlry Sel-u

below ora-day-low 10720

1000
F 360
I'L,]-IhjL toeal Titme Projection for W [C) high: Feb. 28-Mareh 10 960
5
5 tdeal Price Projection for YW.{C} high: t04.00-1D6.23
. . 0
i,

Entry Exit
Unit Date Erice Date: Fricg P [#%Con.| Tick Vaue | Com, | Trade VL
Long 1531 101.13 iz 10319 ¢ 6000 1 3113 3500 1840.00

Total Trade P FL: |  1840.00

TRADE COMMENTS March 1 high made &t direct hit of ptojected time and price resistancs,
While Feb. I8 is minimum date of TRZ for top, sertective 10p not expected tn be thade pricr o
April 13 (38.2% Time Retracement of bear wrend). Favtem of W} did pot sub-divids niccly into
five wave spucturs. | am not highly confident this 1s the final comrective high. Mesinwm PTPP for a rypical |
ABC, comective high should be April 3-13. Major resistsnce mone for ABC, corrective high
extends from 104.00 1o 106.23.

LESSONS LEARNED
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Corrective Top Complete?
DidMarch 1, 1995 complete amajor correctivetop tothe Oct. 1993 -
Nov. 1994 bear trend? The broad time and price zones anticipated to
completethecorrectivehighare:

Time

Time Rhythm Zone: Feb. 28 - June 9

Dynamic Time Projections; Feb. 28 - March 10, April 7- 13

Price (March contract): 104.00-106.23
TheMarch 1 highwasmade at 104.12 directly within thetime and price
projections for acorrective high. Thereistill amost two pointsof price

range (to 106.23) and another limeperiod (April 7-13) fromwherea
corrective high may beanticipatedto complete.
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Putting It All Together

Trading Strategies For A Short Pogtion

If bonds have rdlied into the broad time and price zones anticipated for a
major, corrective high, our trading strategy isto look for low-risk and low-
capital exposure trade set-ups to take a short postion.

The chart below showsthe postion of June bondsafew days
following the March 1 high. We are now considering Junebonds asthe
March contract expires in the later hdf of March. At the contract roll-over,
June bonds will become the spot-futures contract month.
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A low was made March 7 at 101.00, just one tick below the 50%
retracement. Wewill consder this a potential Wave-1 low. We usethe
same trade-entry strategy as before by looking to take a short position
inthetypical retrecement range for aWave-2.

ShortPosition Trading Strategy. Sdll Junebondsinthe 102.13-103.07
(50%-78.6% retracement zone) on the close of adaily reversal signal.



Dynamic Trader - Chapter 7

Thechart bdow shows June bondsfollowing theMarch 7 low.
Bondscontinued to rally to above theMarch 1 highwithout making a
daily reversal signa in the retracement zone. No short trade was signal ed.

Bohds contwye 1o rally to abova he

Ta.0% reracernen] ahd cloeg above
March | high vaiging the sell strategy.
11 I ———J———~4m1mtmw
~> I_ J { * | 1 i3 osWo .
' I } | l I’ 1 ! F TF g
l t — | 011 Rt D500
1
I ! ' 100D
f
s
I w0
B
i 27 e 10 17 L W 10

Wi 145 G103 7 [Hinwar | L0 JCitrm ] 47

Bonds are till inthe broad price zone for amajor corrective high
(103.24-106.23) which hasbeen adjusted to begin at 10324 to reflect the
June contract price projections. Another Projected Turning Point Period
for ahigh is April 7-13. The chart on the following page with the Trade
Preparation and Initiation Worksheet dated April 6, 1995 shows bonds
through April 6, the day prior to the Projected Turning Point Period.

The new trading strategy to take advantage of an anticipated corrective
highin the current time and price zoneis to sdll on the close of adaily
reversal signa or sl on atrend continuation signal if bonds decline to
below the recent minor swing low of 103.00.
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Trade Preparation and Initintion Worksheet Trude # ! Date #7 - 46591

Trade Objecttve Co short oo completion of gHrctive rolly ! Marcket Bonds, Jung

f il Dynamic Tradow - - - [T. BONDS ~ L%DG9S D]

Wy
I,
1660
H1F15
iy il
ltl } '|_|i 104
{ ”H [* H Lioan
‘Lfl[ JH}IJ f ]i}ﬁ 1020
Iit ! Titas Projection For Corectve Higi: AiNa7 - 13
{l Price Projoction For Cermecthve Higl 124 . 10623 |00
1-1.[ Sell on e Close af 3 daty re3real 3igrnal mads in e
e time and grice praigchon ran@8E OF o0 3 rand e
B rontinuaton signal made below 1030,
. i X
tl 1 L
ﬁﬁ , AN )-F i h
27 I W0 17 24 M 10 T 2 M AW
{ Tubapr e [6i0ke [Aiore [ Lror g S8 & |
Tred: Mingr Upfrom%7L  _ Iot Upfrom 1250 Majer Up from 11410
Time (PTPP):  From IL1144L Aprl] 7-13 {7tk = Friday) .
TEL  Feom LUf1040, Peb M-fumed
Realstance  From . Minog ) _
From 1KLL Int §03.24-106.23
Support:  From Na Mimor 1030 {3722 mringy [ow} .
Fom__ I
TCS Close above 10693 THS Closs below 101.0

Pattern; Not eeell defined but sppeant to be completing a comeotive rally (W.C7).
Sei-Up A daity sevarcel signel made in the Apel 3-1% FTPE o Treod Continontion Signal made below 103.0,
Acrtion to Take Scll on the close of a deily reversal signal at new highs of tend cotineation signal below 1130,

Eniry Order 4 Filled? (VT/E) Cancelsd? (DT
[s2 10412 b oxxs | 4795 - chose- 10317 | |na |
Tnithal 5 105.17 [ oo |

Adjud PS Unit1 Adjuse to IDE if 103.9 reached
bt 2 Adpsy to 300 i 109.9 reached

Commentary

47, Wide-range oulside-day made With an new high and close belgw e prior day's bow.
Setid on the close. Very among sell signnl ar time and peles eeistance, -
_ The only weak tink is oo rotisble Ellioh mave patteny Lulw the nigh. Possible double wy. _
Inifial pocrtective by stop at 105.17, one ek above the reversal day high,
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Short Pogition Stopped Out

On April 7, bonds made anoutside-reversal-day. A two-unit short position
istaken on the close at 104.12. Theinitial protective buy-stop is placed at
105.17, onetick above the April 7, entry-day high. Five trading days later
on April 17, bonds made another new high on another outside-reversal-
day. The short position taken April 7 is stopped out for aloss and another
short-posgition is taken the same day on the dose a 104.18.

| have not included the Trade Management Wor ksheet for this trade
because it was short-rerm and no new information was made prior to the
protective buy-stop being hit on April 17.

The following page isthe Closed Trade Critique Worksheet for the
sopped-out short pogtion.
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Closed Trade Critigoe Worksheet Market Bonds, June 95 Trade #f Date #7 - 4/17/95

I'ET D prucwmic Trader - - [T. BONDS  LIS0ESS D]

‘ o 2 HTOS et
| IR ELIN, |
*}T HlHI ‘HH A - oo

1000
l‘ns
c reerg
6
fpae Bipe  Ps
4 ‘s L]
- o ® B e
§ W T Feb D 47 24 W i) 7T 2 H TAwid A
;HJH?J-PF-ES D105 18 | H105 24 | L141E | C104M1E 18
l_EItI'}I' Exit
Linit Dl Fri Date Price PA. | #Con | Tick "u’nlnr.[ Com. | Trade P/L
1| Shem (5T) 47 | 0412 | 447 | 10507| 37 1 3125 500§ -1291.25 |
2f  Short (IT) &7 | 14121 417 [ 10517 -37 1 3125 35.00 | -1191.25
3

Total Trade P/L: | -t3s25h

TRADE COMMENTS The wide-range, outside-teversal-day required a wide stop at one lick
above the: high of thee day.

LESSONS LEARNED Wad Aptnl 12 was af inkide-day wﬂh & cloge ahove the day's apen and
prior day's close. Could have considered lowering #top and limiting exposure to one tick above
Ihe high prior to the inside-day,




Dynamic Trader - Chapter 7

Aslong asthe conditions remainfor atop, the short-sale trading strategy
ismaintained.

On April 17, the same day the April 7 short position was stopped o,
bonds made another new high on awide-range outside-reversal-day with
a close below the prior day's low. Another short position is taken on the
close of 104.18. April 17 was a Monday and just one trading day past the
Projected Turning Point Period of April 7-23 that was a high probability
projection for ahigh. April 13 was a Thursday- April 14 was anon-trading
day holiday. The April 7-13 time period was considered the maximum
time period to anticipate a corrective high. New daily and closing highs
after April 13 indicated bonds should continue to rally to at least the next
projected time and price zones. The April 7-13 period fel in the middle of
the Feb. 28-June Time Rhythm Zonefor ahigh. Bonds were dill inthe
broad price zone anticipated for a corrective high.

The next page is the Trade Management Worksheet for the new short
pogition. The commentary on thisworksheet beginswith April 17 when
the second two-unit short position wastaken. Note the May 1 comments
when the protective buy-stop was changed to a stop-and-reverse order.

The Trade Management Worksheet is followed by the Closed Trade
CritiqgueWor ksheet.
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Trade Munagement Worksheet Trade# Dtz ¥ - $17/95
Current Posiden 5-2, June Bandks, 104,18 Py ' Jtnitinl Puy Stop - L0525

FLDpnasic Tiade - - - [T AOMDL  Les0ED% D]

o B B o

a | Fa
phy el

it

Az ong 49 Te conddiena far g wop
&M, corimase with e stratedy fora
£hout male.

1{+1L

F00 0

Tha inltial shod postion 15 etopped oul
on Agl1 T A new Short B3 teken 4n lha
Qubghde-ravercal daw close gnarl 17, g

2

T Wb W 17 4 dMee W0 7 4 3 FAwid A

Mo 1 T=Rr-05 | 0 10518 | H 0534 | L 104518 Joceie A

PITFs
TRZ
Reslstance
Soppot
Pattern

TCS
Add Pasitien

Om Trend-Comtimamtion sar-up afler b below 109,00

F 1L Apeil T-13

Fr 1111841 Feb. 23-June 9

Fr .. Mincr .

Fr_1r25L-W.{B)? Ior 103.2d-106.23

Fr 41TH  Miner 10330

BraitH = Inv 100}
4717 = WAC) high? o ..
Close shove 106.23 TRE Clos bebow 108500

Adj, P8 - Unit 1 (T3 Trail w SDH following oade 12 103,00
Ume 2 (IT) Tralt a@r IDH fobowing rade o 1030
5T Q). Not applicabie vat

Comuremary
17

Owitaide- Reversal Day, Wenr shor v the close of 104, 15

| Possible wiple-top. If confimmed by 4 decline bejow 803,00, should be very mghuarmd.

If break above ttple-top, ehogld be very strong bull mend,

Bands have nensadned in 2 small L[adinsrmathrumnmmdwmumluim}mu

ttading mnge for almwest sia wooks ince: March 16, We are oow well beyond the muinmm

| e peejection antieipatad fior & comective top (Al T-13).

If e Agwil 17 high is expeedad, o ABC cormeative top is nulhmmud:md bonds are Jikely

Io rally ko the 61 8% rotracernent (108,24 or higher.

Changs the 165.28 protective bay-stap to & stog-and-roverse 1o go net long,

If the gtop-and-Teveres ic slacted, et e Jong position on the close of cotry day if the chose

{1t below the curment day's epen and prioe day's close.

Stcp-and=re verse order clerted at 105.25. Two short units sopped oor and now et long (wo unite
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Closed Trade Critique Worksheet Markst Bonds, Junc 35 Trade #/Date #8 - 57395

& Dynamic Trades - - - [1. BONDS  LISDE36 D] I
i ]
12
WA P e r
Hora
Twvn urite ware sgld on the outsi®e- reversal-diy
cioee oTApr| 17 The protclive buy-siog phaced at
one tick abmm the revarsal-day gh wae it May 3. 5"“1"“ 10D
111 gy
On Max 1 It is getided to maka the buyv-stop a i :';-a ggﬂ’;ﬁi long
alop-afhd-teversa. !(‘ W ’ "
| 1gd:] rad E‘ A [rre 108D
ru 27 A0

—L133'0

M -
M

4 N G
H "
a5 F ] A ]
Vel ay-35 { OIS 1E | D61 | L 10515 [ C tD5 16 e
T e =
Entry Eaxit
Tmin Dz Poce Trae Frice B (#Com | Tick Warue | Tom. | Trade B
1 ShortdST) | 417 [ 108! 53 | 10825 -39 1 31.25 3500 | -1253.75
3| Shonr {IT) 41 104 .18 53 10525 -39 1 1123 2300 | -LI5AFS
3 B ]
Total Trade P/ L: | -2507.50

TRADE COMMENTS The paitern from the Nov, low is kol providing 3 clear indieation of the murket
position, The April 17 reversal-day high wag made ong irading day pest the anticipated i imbum time period
fox o comveetive (AR high, The Agril 1T shieet Positiom was taloen @ an sbmeost el tioee wrd price
_psition For & cotrective high.

LESSONS LEARNED Always keep very alent iy g markes that is noi petforming acearding 1o
expectations, Be prepared (o reverse position when a comcidence of projected time and price i caceeded.
This bw 2m rvponant indication of an toesuaily #rong mariet.
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Putting It All Together

When A Market Doesn't DoWhat It 1s Supposed To Do,
It Will Probably Do Just The Opposite

The April 17 reversal-day high at 105.24 was lessthan one point from the
maximum price projection anticipated for an ABC-corrective high
(106.23) and one trading day after the April 7-13 Projected Turning Point
Period anticipated for an ABC-corrective high. If these time and price
targets were exceeded, the bond market has Sgnded that either amore
complex and longer term correctivetrend is underway or possibly an
impulsebull trend. In ether case, bonds should continuetorally toamuch
higher pricelevd.

Because of these factors, the protective buy-stop order was changed to
astop-and-reverse (S& R) order. Four unitswere bought whenthe S& R
order was hit which resulted in atwo-units net long postion.
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Dynamic Time and Price Projections

In early May, bonds have continued to rally above the price zone
anticipated for a corrective high and beyond the time zone anticipated for
acorrective high. Let'stake alook at thenext price and timetargetsthat
should be reached.

Time Rhythm Zone Prgection
The chart below shows the Time Rhythm Zone that was shown earlier.
The overlap period extends to June 9. Recdl that thisTRZ was projected
from 5%/2ICDs swings and the overlap period considers 80% of the
swings. What this trandates to is based on the swing gatigtics, bonds
have a 90% probability of making atop by June 9 that will be followed
by at least a5% price declinethat will last at least 21 CDs.

The chart dso showsthat June 1 isthe 50% Time Retracement of the
bear trend.
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Putting It All Together

Dynamic Time Projections

The chart below shows three important Dynamic Time Projections that
fall in June. From the cop of the chart they are:

June 13: Thetwo prior rdly swings lasted 47 CDs and 50 CDs. June 13 is
the 100% Alternate Time Projection of the shorter, 47 CDs swing

June 16: The 100% Alternate Time Projection of the 50 CDs rally (not
shown).

June 1: The 100% Time Cycle Ratio of the previous High-to-High (A-C).
Notefrom the previous pagethat June 1 isaso the 50% Time
Retracement of the major bear trend.

June 12: The 100% Time Retracement of the C-D trading range.
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Thetwo June 1 datesfall within the extreme range of the 80%-TRZ
which ends June 9. The June 12-13 dates arejust afew daysfollowing the
TRZ. With both the extreme TRZ and Dynamic Time Projections falling
inthefirst half of June, the probabilitiesare very high that atop will be
made in the firgt half of June, idedly near June 1 or June 12-16.

7-80



Dynamic Trader - Chapter 7

Price Retracements

The two charts on the next page show the major price retracements by
both price range and percentage change. Note how closaly the retracement
targets from these two methods cluster.

106.01-106.10:  38.2% range retracement and 50% percentage change
retracement

108.24-100.04: 50% range retracement and 61.8% percentage change
retracement

112.06: 61,8% range retracement and 78.6% percentage change
retracement

116.19: 78,6% rangeretracement and 100% percentage change
retracement
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Dynamic Price Projections
The chart below is a so the continuous spot futures dataand shows [hetwo
100% Alternate Price Projections where W.E = 100% W.A or 109.12 and
100% W.C a 112.0. These two projections fall near the retracement
projections shown on the previous page.

The horizontal bars along the price scale represent the clusters of
retracement and aternate price projections which are the high probability
resistance zones.
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We now have the high probability timeand price projections for atop
and can complete a Trade Management Wor ksheet for the long position
taken on the break above the recent time and price resistance zones. The
Trade Management Worksheet is followed by the Trade Critique Work-
sheet. These two worksheets provide dl of the dataand commentary
necessary to describe this trade.
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Trade Management Worlksheet Trade #/ Date #3 - 5/3/95

Current Pasition L-2, June Bonds, 10525 P50z U Linitiat Se Siop - 104,21

{C1 Dynasia: Traces - - -[T. BONDS  LISEB35 D] . 1

AD0% Aiwrrate Price Prokections For ume Contract Data nge

Men ol g0l covtackdla ot PEPe and rebacemants .
that fall near thaze pHipe 20mms. ———————$1{" R App 1.000

157 Apg 1.000 LTy

H1OS 24 .
L1z 1050

Soppos-ancL Raverps

an May 3 ko a nek-lang
ot unife.

| [ » F ™ A
(o oy 5 [G1OE T8 [ 106 JLTEE 13 [CTETa] %

FTPPs Fr lLI1S4L May 31-June, Juoe 9-14
TRZ Fr 1111541 Feb. 28-Tune § _
Remistance Fr 121041 Imt 10B 2413007, 1113019206, 11619
Support  Fr NA Minor 104,22 (47280
Pattern ABCDE? Appears 1o be a cotrective rally but no confident pareern.

TCS Close above |12.06 THS Trade below 104, 22 (428 Taw)

Add Pogition NA; Will not add position as Y'm without & confident gpinion of the paltern position
Adj. PS5« Unig | (5T; Trail at IDL.  Adjust to IDL if 105.04 reachesd (S0% Ret.)

Trnlt 2 (IT) Trail = IDL. Adjuetes 1DL if 11130 reached (Funthest Im%APPmluncmnua:tdam.

e, IIchds ran strpight up and exceeded 108,04 today. Trail ST-unst stop at 1DL.

5f1. 8T- umtsmmqiuutmlnﬂnmdechuhc]ﬂwyesterdajalnw .
[111.30-112.06 price zona should be maximom price Ia.rgt.'lfua‘mrrecﬂ‘-"ﬂhlgh 'Ihmpna:mne .

iriades 51 8% vewacemens s VNG Abirtmate Price Projtetions from Both luoe and

cetilinucns, spot futures conpacks.

5124, |[Botds reached 111,340, Teail siep at lDquIr:mum.'ngH'—tmL

518, Close above 112.06. Rally likely to continue o next price target of 116,18,

622, Rty conimued sraighn up o May Yi-Juose T FTEP without wiong oot 1BE.
Today's high at | 16.12, just thiee ticks short of ] 16,19 targel

6/, | TT-unit stopped out 113,14, one lick below 1DL, The priet four trading dﬂya WEre

within the daily range of June 2. June 2 high made 3t May 31-Tupe 2 PTPP for o high andjust

hres ticks snort o 1 16.0% price targes, Probalie magor (op.
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Closed Trade Critique Worksheel Moatket Bonds, June 93 Trnde #/ Dyrtn 40 - G093
I &1 Dynamic Trader - — - [T. BONDS  LFSBE95 0]
g, 1
%& gy
BA; T-unit stapped
E nut at10L 196°0
4T
S8 Trade above ks
108.04. Trall skop on L1200
ST-unit ot 1 0L I
— [lear Toze Tease 1o 11730, —
| Trail sop an [Tuntt 3t 10L
I 108 0
J G S
poed outat 10 Lio'o
Hy ettt 1_-b_f
JFEL, e
1020
» . L1
m! or-] 7 <A1
e B
A M d
Fia s [O1146 | H1148 |L 197z [eiTi6] 1%
Entry Exit
Unit Date Pric Tae Price P #Con. | Tick Yalug [ Com Trale FYL
1 Long (5T} 3 10815 511 10O [ T30 1 31.25 3511 A 1875
2 Long ([T} 513 105,25 [y 113,14 | 245.00 1 325 A5.00 7.621.25
a
Total Teade P/ L: | 1030500

TRADE COMMENTS June 2 top made jost Wuree livis o of exirerne price @rget s preciscly
within Dynamic: Time Projection fov 4 high which included the 50% Time Betracernent of the pricr bear trend

Dty the salire rally from the /28 low to 62 high, the 3DL was oo takeo out,

The June 2 high w25 made just one wock from the extreme TRE overlap period of June 9.

The June 2 high has probably completad o major comective rally.

LESSONS LEARNED How to be weong and make money. From the Nov. 1994 ow, T was antcipating

b mare readily defimed comective prrtern tdrar would idsally vop in the March - April time Frame,

“The Drynamic Time and Price Projections and simple Trading Siregies kept me on the night side of fhe marker

far the anexpercted bull ewdng imy the Juns high,
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Putting It All Together

Thetable below isasummary of the bond trades described onthe

previous pages.

Trade Summary: Bond Trades 8/17/94 - 6/9/95

Bonds Open | Price | Close | Price | Com. P/L
Short (ST) | &/17 103.11 9/2 103,24 35 (441.25)
Short (IT) 817 103.11 972 103.24 35 | @425
Short (5T) 972 102.09 9/ 100.02 35 218375
Shert {IT L 1052 Y9 10410 o812 a5 IRTE2S

Short (GPB) 316 10000 110 98,12 55 187125
Ehort (ST L0/ 8 a1 1110 Frak 15 1527.50
Long (813 | 12z | %22 11723 | 9818 35 118375
Long 0Ty | 11222 | 9622 127 98.12 35 1840.00
Long (IT) 1/31 101.13 3 103.19 35 1840.00
Short (ST) &FF 104,12 417 105.17 35 {1191.25)
Short (IT] a7 10492 | 417 105.17 3’| (1191.25)
Short (5T) | 4/17 104.08 | 4723 105.25 35 | a2sa7s)
Short {IT) 417 14,18 =13 105,25 315 {1253.75)
Long {ST) 563 10525 | S/t 109.00 35 3183.75
Long (IT) 513 105.25 5/ 113.14 35 762125
15 Tradces 9 Ave. Win | Ave. Loss |4ve Frofit| Net Profit

(units) 1 Winners 1,508.60 | 962.00 |For Trade | gy 42010
£1,200.00

Many other trading opportunitieswere available during thisperiod if
the parameters for accepting atrade were broadened from those in the
Trading Plan described early in the chapter. Review the charts for this
period. Note how many trend-continuation trade set-ups there were
during thisperiod. If part of your trading plan is to include short-term
trend-continuation sst-upsfor 1-3 day trades, many other opportunities

were available.

Many other low-risk, low-capital exposure opportunitieswere
available if intraday data such as 30 or 60 minute charts were incorporated

into the andyss and trading plan.
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Dynamic Trader - Chapter 7

June 2, 199 did not complete amajor corrective high in bonds as
anticipated in early June. Bonds made adightly higher highlater in June
followed by adecline greater than 5% and longer than 21 daysjust as
anticipated. Following amid-Aug. low, bonds continued to rally making a
find topinJan. 1996. The Dynamic Time and Price chapters describe the
Dynamic Time Projections, Time Rhythm Zone and Dynamic Price
Projections into the Jan. 1996 high.

Remember, we trade the market, not the forecast. The March 1993
high was aso anticipated to be an important top followed by a continued
bear trend to new lows. Yet, thelong position tradesthat followed | ater in
May were the mogt profitable of the past year. Once the June-July 1994
highs were exceeded, bonds signaed another major advance was
underway.

Trading results for the period following the June-July, 1995 highs
through the Jan. 1996 high are smilar to the April-June 1995 period. Two
or three relatively smal losses followed by two or three sizable gains as
bonds eventually advanced to make a top on a direct hit of projected time
and price in Jan. 19%. If you have the bond data for this period, follow
the same trading plan as the examples above and identify the trades for the
period following the June 1995 high through the Jan. 1996 high.

How To Learn Dynamic Trading

Thebest way tolearn Dynamic Trading, or any gpproach to trading for
that matter, isto do what we havejust donein this chapter. Develop a
specific trading plan and trading rules. Choose a period of time from the
pest for amarket and follow it day by day as if it were a current market
unfolding each day.

Prepare dl of the necessary time and price projections, complete the
trading worksheets, follow theplan and "paper trade." Better yet, choose
two or three diverse markets such as bonds, beans and silver. Update the
current charts and projections each day as the markets unfold for at least a
gx month period. "Pgpertrade’ them asthey unfold. Y ouwill not only
come to understand and gppreciate the power of Dynamic Trading, but
will acquire the closest thing to actua trading experience.
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Chapter 8

The Real World Of Dynamic Trading

The real difference between winnersand losersis no! so
much native ability asit isthe discipline exercised in
avoiding mistakes. What separates the amateur from

Theold pro is that the pro makesfewer mistakes.
Roy W. Longstreet

In This Chapter, You Learn To

Trade Market Behavior, Not Forecasts

| have published an advisory letter since 1986. The following pages
include excerpts of the analys sand trade recommendations from recent
issues up to the time this book was completed. This may be the most
important chapter of this book. There is nothing theoretica about this
chapter. It demonstrates the real-time application of what has been taught
in this book.

The excerpts are from my monthly Dynamic TradersAnalysis Report
and Dynamic Traders Weekly Fax Report. It iseasy for atrading or
investing teacher to show historical examples of their methods that always
ssemtowork out perfectly. My advisory reports are atrack record of the
value of the Dynamic Trading analysis and trading strategies taught in this
book. These examples have been included because they are "real-time,
redl-world." They are a matter of record. They were published in advance
of the market outcome and trading action taken. They provide a unique
opportunity to show how the Dynamic Trading approachis put into
practice day-by-day.



These are only afew recent examples. Each monthly report is over
20 pages, not counting the trading tutorials or specia research reports
included each month. Each weekly report is 8-12 pages. That adds up
to alot of analysis and over 800 pages of material eech year! All of the
forecasts or projectionsdid not work out as planned.. All of the trading
recommendations were not profitable. But they al provide an important
practica lesson to belearned.

Each exampleincludes follow-up comments, often including achart of
the subsequent market activity. There is not an attempt to explain in detail
how al of the time and price projections were determined. The methods
used have all been described in the preceding chapters. Each report is
educationd in itsdlf. You will learn a great deal by studying these reports
and their comments. You will become convinced that the Dynamic
Trading analysis and trading strategies hold great practical vaue.

One of the most important principles of successful trading you will
learn from this chapter isthat you trade market behavior, not forecadts.
This themeis repested throughout the follow-up comments. Dynamic
Trading technica andyssis meant for thetrader and investor toform an
opinion of the market position and the most likely outcome of the current
position. The analysis techniquesidentify trend reversalsand the high
probability time and price targets of the trend or counter-trend. While
these projections arc forecasts, traders must never fail to identify what
market activity will invalidate the projections of forecast and never fail to
take action if theforecast isinvalidated. A trader or investor who failsto
exit a market when the market position has been invaidated by the market
activity will not succeed in the business of trading.

Trade Market Behavior, Not Forecads

By studying dl of themateria inthisbook and applying it to your own
analysis and trading strategies, you will also be adle to put it into practical
gpplication on aday-to-day bassjust asillustrated in thesereal-world
examples.

The page lay-out of this chapter iswider than the previous chapters
in order to accommodate the format of the excerpts from the reports. The
excerpts shown arejust as they appeared in their respective reports. The
headings in this chapter are the headings from the respective reports.

More examples from the weekly fax report are included than from the
monthly report. Thisisbecausethe weekly fax report ismoretimely and
often able to provide specific trade recommendations and protective stop-
losslevdswhichisusudly not paossblewith amonthly report. The
monthly report provides the intermediate to long-term position of a
market. This is critica information as the shorter-term trading strategies
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are dways taken within the context of the larger degree trend position. All
subscribers receiving the weekly fax report have dso received the monthly
report and are aware of the larger degree position of the market.

Study these examples in light of what you have learned, and | know
you too will become a confident Dynamic Trader. First, let's take alook
at the format of the reports so you will derive the most benefit from
studying them.

Report Format

Each section of the report often provides commentary and explanations.
One of the important objectives of each report isto educate the subscriber.
The more knowledgeabl e the subscriber, the more confident he or she will
be in the analysis and conclusions. More importantly, subscribers may
then formulate their own trading strategiesin light of their understanding
of market position.

Comments. This section provides abrief commentary of the market activity
sncethe last report.

Major Trend: Bullish or Bearish and from which prior pivot. Both the
Bearish or Bullish Reversal and Continuation Signals must have been el ected
to signd the direction of the major trend.

Intermediate Trend: Bullish or Bearish and from which prior pivot. The
dection of the Bearish or Bullish Reversd Signd indicates the direction of
the intermediate trend.

Support and Ressance: Shows the price support and resistance zones and
which contract or index they relate to. There are often explanatory comments
showing how the price zones were calculated. The price zones underlined are
themost significant.

TimeAnalyss Showsthe Projected Turning Point Periods (PTTP) and Time
Rhythm Zones (TRZ). Those underlined are usually the most significant with
apotential for an intermediate or major trend change-

Pattern: Provides comments regarding the Elliott wave structure of the
market position and other pattern comments.

Bearish or Bullish Reversal Sgnal: Price and/or time targets that, if €lected,
sgnd an intermediate degree trend change. The reversal signas are not com-

pletely objective or 100% mechanica, but based on the time, price and pattern
position of the market

Bearish or Bullish Continuation Signal: Price and/or time targets that, if
elected, signa the direction of the mgjor trend.

Minimum Time or Price Objectives: Often providesthe minimum time
and/or price objectives for the current trend
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General Trading Strategies Usually summarizes the current market position
and anticipated minimum, time or price targets for the current trend. Provides
the genera trading strategies to consider given the market position.

Last Week's Trading Activities: Only included in the weekly report.
Describes any recommended trades entered or dopped out since the last
report and/or adjustments to the protective stop-loss recommendations.

Specific Trading Recommendations: Only included in the weekly report.
Most recommendations assume atwo unit positionis taken, short and interme-
diate term. Theinitial protective stop-loss is always provided with the trade
entry recommendation. Recommendations for slop-loss adjustments are made
until the trade is stopped out. Only genera, not specific, trade recommenda-
tions are made for the sock indexes due to the limitations of a weekly report
associated with the high volatility of the sock indexes.

The specific trading strategies recommended in the weekly report are
limited due to the limitations of aweekly report. Subscribersmay develop
other strategies during the week to lake advantage of the analysis and outlook
provided. Asyou study these reports, consider trading strategies you may have
incorporated other than the specific trade recommendations described in the
reports.

While the Specific Trade Recommendations section is an important part
of Thereport and any advisory service, some of the balance of the report,
including the Genera Trading Recommendations, often provides the most
valuable information. There are limitations to specific trade recommendations
that can be made in aweekly report. Traders often formulate many trading
strategies around the generd trade recommendations.

Options. Provides the important considerations for option positions. Because
there are many option strategies that may be implemented for any one option
position, specific option recommendations are only occasionaly made in the
weekly report.

Mutual Fund Switchers/ Investors Recommendations are made when to
enter or exit stock, bond or precious metals mutual funds.

Current and Recent Trading Recommendations Table: The weekly report
provides a profit/loss summary table of the recent, specific trade recommenda:
tions. IT represents intermediate term trader and ST is for short term trades.
Each table only includes the activity of a specific market. The table follows
the commentary for that market.

Well start by looking at the S&P from July 1996 through the lime this
chapter is completed, March 1997, and see how the Dynamic Trading

analysis and trading strategies taught in this book were successfully
applied in the real world.
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Robert Miner's DYNAMIC TRADER WEEKLYFAX REPORT - July 13, 1996 - Page 1 of 7
Trading Strategies and Recommendations For The Week Of July 15-19

S&P- Position Summary as of July 13,1996 (Chart on Page 2)

Comments | The 3&P made the Imtamediate Term Bearish Price Reversal Signal with the Friday,

July & close badow 562.00. Futures and option traders and imvestars wers out of leng
positions during lasl week's sharp dacline. A comprahenzive Stack Market Research
Report will be mailed with the July monthly repord on Monday, July 15. You will not only
find 2 wealth of information In this repont, but stastling conclusions,

Major Trand | Bullish | From MNov, 1294 Low.

Intar. Trand | Bearizh | From 523 High. The close balow 682.00 on July 5 (Bearish Reversal Signal)

turned the intennadiate dagres trand bearish.
Support (Sept) | 5123 H | §43.40-626.60, $17,00-608.95
Resistance (Sept.) NA | 562.10-664.30

Tima Analysla

The sbkection and decennial cyclas and Dynamis Time Projections 56l indicata
the S&P should make a naw high In 1996 abave the May high and Dec. will clase
higher than tha May closel. The 1386 high shoubd not be made prior te Qat.

PTPP | From the S/23H: July 1147, July 31-Ayg, §

Pattern

The Wavs 2 (8/84H-11/04L) correction was an ABC which impliss Wave 4
should be “complex” which is exacly what appaars to be unlokding. Complex
corrections may take any shape imaginable. It Is a hopeless job 1o try to pradict
their compiletion fram & patiemn standpeint. i is batter to rely on price and ime
prejections o anlicipate the completion of the conaction.

Minlmum Bull Markst
Objectives

Frice | §91, probable to 730 or higher,

Time | Get.: Whils tha intarmediate degrae trand has tumad down, the major rend
objectives 1o new highs should come later in the year even thaugh the S&P
could be sidewnays 1o down into as laie as Mo,

Bearish Raversal

Frice | DCB 882,00 (Sepl). This was met Friday, July 5.

Bearlah
Continuation

Price | 2CLDCH 608 95 (2 Consecutively Lower Daily Closes Balow}. Note that this long
term Bearish Continuation Signal has been adpstad much lower than the one
shown lasi week. If this signal is slecied, it means thal tha cullock for new highs
later in 1996 is voided and the bear trand from the Kay high should continue for
many moaths, | o not anizipate thls signal belng slected.

Bulllsh Reveorsal

Price | DCA 5643

General Trading
Sirateglas

Whila the S&P is nol unfolding in the ideal bullish scenaric anticipated in racent weeaks, tha
rajor butl rend from the April 1994 low is not yet voided and new highs later in the year
are srongly antlcipatad. While a comective low could coma az late aa Nov., the odds tavor
it being made by the end of Ay and ldeally in either the current PTPP of July 11-17 or
the upcoming July 31-Aug. 5 period. The ideal price zone for a comective low is §43.4-
536 .60, The Maximum anticipated decling is o the §17.00-808.95 support Zong.

Optiona

Traders should be flat a5 of the July & close. Mo new recommandations.

tnvestors f Mutual
Fund Switchera

Investors should be flat as of the July 5 close. Mo new recommendations.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT- July 13, 1996 -Page?2 of 7
Trading Strategies and Recommendations For The Week Of July 15-19
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Follow-up comments to the July 13,1996 report: The chart above was included
with the July 13,1996 report. How did this outlook for a corrective low followed
by a continued bull trend to new highs turn out? See the following pages.
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Robert Miner's BYNAMIC TRADER WEEKLY FAX REPORT - July 20, 1994 - Page 1of B
Trading Stratzgies and Recommendations For The Week Of July 12-28

S&P - Position Summary as of July 20, 1996 (Chart on Page 2)

Comments | Nothing has changed for the long term S&F aullook, The July 16 low was made dead
on the 617.08-609,96 support zone and the July 11-17 PTFF for a low.

Major Trend | Bullish | From Nov. 1984 Low,

Inter, Trend | Bearish | From B3 High. The close balow E62.00 (bearish revarsal signal) on July 5
tumead the imermediate degrea trend baansh,

Support (Sept) | 523 H | B17.00-600,95

Resistance (Sapt.) NA w, BE6.20

Time Analysis July 16 should be the corrective low prior to a naw high. Mota that this low
was made 54 CDs 'rom the May 23 high. Check your chart history far the langs
number of short term panic declings that were 53 CDs +/- a couple days!

pTPP | From the 5/23H: July 11-17

Patiarn There iz no confldent wava struciure interpratation at this point in time from my

paint of view cthar than a wava-four complax correction is at or near cemplation,

i the July 16 low is excesded, we mus ascapt that tha degiine from May 23 high

&a Ii'u'a Wiver parlem and pmbam].f Iha be-ginning ol & largar dagresa Dear markat.
L ] ] it the S&F firel making new

The July 16 low was made dead on the Andrew's suppart line shown on last
Baturday's report. Yhen a market & makdng nice well defined swings, Andew's

suppor, resistence and median lines ara often at leest tempoerary support and
rasistanca.

Minimum Bull Merket |  Price | 708, probable to 730 or higher. (These are giinimum projections.)

Objectives | ;g | Dct: While the intermediate degree lrend has turned down, the major trend
vhijectives to new highs should come |ater in the yaar evan though the S&F
could be sideways 1o down into a3 late as Mov. Oct. iz the mimitturn Hme
projection for a fop,

Banrlah Reveranl Prica | CB 822,00 {Sept, ). This was met Friday, July 5.
Baarish Continuation Frice | 2CLDCE 608 35 (2 Conascutivaly Lower Daily Closes Below).

Bullleh Raversnl Price | DA gE3.20

Ganeal Trading | The working assumption at this time Is that the S&P made a correctlve low at the

Strategies | direct hlt of time and price auppont on July 18. The S&P should axcead tha May 23
high without excesading the July 16 low althaugh a tranding rally probably won't bedgin prior
to sarly Aug. Traders should anly conslder buylng strategiss unless the Bearish
Cantinuétion Signal Is made.

Optlans | Put promiums sra high, Option traders should consider selling out-of-the-money puts given
the working assurmplion that the July 18 low will not be exceeded for some tima. Neadlass
to say, hort puts must only be hadged in the event ol anothsr panic dacling.

Investors / Mutuel | Investors should be flat a5 of the July 6 close. Enter long on a DCA 666,20, the Bullish
Fund Bwitchers | Feversal Signal.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REFORT - July 20, 1596 - Page 2 of 8

Trading Strategics and Recommendations For The Week OFf July 22-26

€1 Dynamic Trade - — - [SEP 500 INDEX SPD936 D]

T £i290 %8 5

FoUow-Up Comments To The July 13 and July 20, 1996 Weekly Reports

The dynamic time, price and pattern analysis for the July 16.1996 corrective low
shown in these two reports was dead-on. The S& P continued to rally to new highs
as anticipated. Y ou may recall that right at thistime, avery well publicized "gum"
sent out tens of thousands of promotional letters for her investment newdetter that
sad something like "sdll everything now, abear market has begun.” I'll bet you
were on amailing list that received this "warning." Traders and investors using
Dynamic Trading techniques knew just the opposite was likely to happen. Not a
bear market, but the resumption of the bull market to new highs.

The "Minimum Bull Market Objectives’ shown in the July 20 report arejust
that, minimum objectives. As of mat period of time in late July when the S& P was
at 642.00, the bull market was anticipated to reach at least 708 and probably 730
or higher and not make atop prior to Oct. The bull trend continued as anticipated
and the S& P reached 718.00 in Oct. As new swings were made, new price and
time projections were aso made which pointed to even higher prices in the months
ahead.
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Rnbm Miner's DYNAMIC TRADER WEEKLY FAK REPORT - Aug. 31, 1996 - Page | of 1}
Trading Strategies and Recommendations For The Weck Of Sept, 2-6

‘ SA&P - Posltion Summary as of Aug. 31, 1996 (Chart on Page 2)

; Comments | The shaty decline of the last two days dogs not void tha leng term outlock for new highs
5 befora year-end.
i Major Tremd |  Buflish | From Moy, 1954 tew. This bull irend should not complete prior to Oct.
imter, Trend | Buliish | Erem the July 16 k. Only & closs balow Baarsh Reverzal Signal of 6823 .55
would fum the Imtermediate degree trend bearish.
Support (Sepl.} | &/22H | 646,30-640,05, 634.05, §22,60-620.00
846.30: E0% Hat. 7/24] -A20H
644.65: 100°% APP
541.40; 50% Het. 7/16L-8/22H
. B40.05: €1.8% Pet. 7/24L-822H
Reslstance (Sepl} | 718 || 666.20-572.10, 879.40-6R1.95
Timie Analysls | PTPP { From the 8&22H: Sapt, 4-5, Sept. 13-16
The declina from the 822 high should completa ne later than the Sept. 13-18
PTPP followsd by a continyed rallv io pow highs.
Bulligh | Aug. 22 completed an oddball 1op. Check your chants to find anather top made

Pattam

an a 2-3 week namow range pattem. You'll have a hard tima. Tha 7/16L-8/22H
rally does rut fit & well-defined and pradictable pattemn. At best, it appears to be
a sloppy five wave impulse pattem. Given the larger dagree outlook for new
highs, this is the bast interpretation,

Minkmum Bull Market .  Price | 708, prebable 1e 730 or higher.
: Objacilvea - Time | Oct.
~ Buarieh Raveraal | Price | QOB 623,55
Bulllsh Gort. i Price | 2CHDCA 6§72 .55

Geatarsl Trading | The currant decling is considerad comectiva and shoufd prowvide an excelont sty
Sirategles | cpporunity for the anficipated advance to new highs latar in tha year. The ideal time and
i price tamsts for a corrective low are Sept. 4-6 and £46.30-540,05. The daclina should
mmplate ne Iater than Sept. 16 and should not close below 623,60,

Dptlons :

. No change. Option strategies shoukd consider thal tha S&P should excesd the May high in
» The fourth quarter of the year without first maling the Bearish Reversal Signal, Put

i premiums are relattvely high, Oplion radera ahould coneider selling out-of-the-rmoney puls
. given the working assumption that the Bearish Reversal Signal will nol be excesded for

i aona brig. Neadless to say, short pute must be hadgsd in the evend of ancthar panie

" goeline.

invastors / Mutual Investors should be long as of the Aug, 2 cloze when tha Bullish Raversal Signal was
Furd Switchara mads. Exit long positions f the Bearish Reversal Signal is made.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Aup. 31, 1996 - Page 2 of 10
Trading Strategies and Recommendations For The Week Of Sept. 2-6

C1 Dynamic Tadet
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Follow-up Comments To The Aug. 31, 1996 Report

How did the projection for a corrective low no later than Sept. 16 followed by a

continued rally to new highs turn out? See the follow-up chart on the next page.
The Aug. 31, 1996 report aso projected that the minimum bull market price

objective was 708 and the S& P would probably reach 730 or higher.
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On Sept. 3. one day before the Sept. 4-6 PTPP (Projected Turning Point Period)
for alow, the S& P made a corrective low as anticipated at 642.70. precisely within
the 646.30-640.05 projected support zone.

- [SLP 500 INDEX SPUS9 D]

Foliow-Un To The Aug. 1, 1994 Report

H dh
il jtﬂ*ﬂ #rfrTln
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From the Aug. 3t Rapint

Time projecton for ¢ omactiva low; SepL 4-6
Friea projaction Tor coffactive (ow: 846,30-B40.05

Comective Low Mawke Sapt. 3 ot 645270 on
2 wiicle-ranpe reversal ey
E

The S& P continued to raly to new highs as anticipated. Note above that the Aug.
high was consdered aWave-1 and the Sept. low aWave-2. This implies that Waves
3-5 to new highs should il unfold.

The Aug. 31, 1996 report projected that the minimum bull-market price objective
was 708 with aprobable objective of 730 or higher.

How did this outlook turn out? Let's move ahead to the Nov. 21,1996 report to
find out.
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Rohert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov. 21, 1996 - Page | of 7
Trading Stralegies and Pecommendanonz For The Week Of Nowv. 23-77

S&P - Position Summary as of Nov. 21, 1996

Commants

Whila the S&8PF has reached the broad price zone anticipated for & major top, time
projections indicate & top was not mada at the Mov. 20 high. ]

Major Trand

Bullish | From Agril 1984 Low. The S&P has mat the minimum tima and price objaciivas
for the prasant trend. B will take a Beargh Reversal Signal to provide an
Indication thai the trend is complete.

Inter. Trend

Bullish | Erom the July 18 low: Time projections indicata the trend from the July 18 low

ghould eomplate by Dee. 15,

[ Support (Dec.)

NA | 730,40 Calculate Fib. retraczementy If top contirmed by a closs below 730.40.

Reslstancs {Dec.)

716 L | Broad : Fod.00-761.2

14200744 70, 750.90-753 56, 76125, 7746078310

The figh o date on Nov, 35 s F46.80. Givan the upper end of i majar
rasistance zons is 8t 761.25, it appoars the &P is near a major top in price. The
S&P shauld still make &t least marginal new highs to 750.90 or higher.

Tims Analysla |

FTPPE | From tha 77161 Dac. 515 Tha rally from the July 16 tow should

complete by Dac. 15; m:1nilt&II5|I In edher of the PTPPs shown above,

Erom the April 1994 {ow: Dec, S-March 25, (The TRZ is the broad tima zona with
a high probability of making a major bull marked top.}

Pattam

Buflizh | Fatterm Indicates the entirg ball irand may ba st or near completion. Cct. 25 is

cansidarad wave four from the July 16 kew. The July 16 low is considersd wave
four from the April 1894 low, The daily chart on page 3 shows that the S&F may
ta at or ngar campletion of & miner five waye sequence fram the Oct, 29 low.

Minlmum Bull Markel
Objactivas

Prica
Time

S&P {Dec.) 725,65 (met Moy, 6), probable to 738.00 or highar (met Nov. 14.].

Ot 31: Has been met. Mew daily and clesing highs ziter Mov. 11 signal the
advance should continue to How. 22 or later.

Bulllxh Canrnyation

Price

S&PF (Dec.): 2CHDCA 761,25 and (SR 2CHDCA PE7.35. Il thesa signals are
made, which is very unlikely, look out abowvet

Boarinh Reverssl

Frice | 34F (D) DCB k

Qeneral Trading
Stratagiss

While the S&F should make at lsast marginal new highs above the Now. 20 high, keep in
mirg] the S&F iz near the extrame time and price projactions for a major top, There is ng

reagon hot to be long gs kong gs the trond js up, but slops on positions should be falty
close bo 1he marked.

Optlons

Initiate beansh eption strategies if the Bearish Reversal is made.,

inveatore f Mutual
Fund Switchers

Invesiers should ba long me of the Aug. 2 elose when the Bullish Revarsal Signal was
mada. Exit looyg posibons i the Beariah Reversal Signal is made.

812
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Tiading Strategies and Recumunendadons For The Week Of Now, 22-27
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Follow-up comments to the Nov. 21,1996 Report. The chart above, included with
the Nov. 21, 199 report, showed Oct. 29 as a Wave-4 low counting from the July low.
It appeared minor Waves-1-4 of Wave-5 were adso complete, implying the five wave
advance from the July low was near completion.

The Nov. 21 report projected that the S& P had a high probability of completing
the bull trend in either the Nov. 22-26 or Dec. 5-15 PTPP for a high. Time, price and
pattern each seemed to be pointing to a major top.

On Nov. 26, precisaly within the time zone for a high, the S&P made a reversal-day
high followed by the sharpest decline since the July low. All of the factors seemed to be
in place to signal the completion of abull market and the beginning of a bear trend.

How did it turn out? Let's move ahead to the Dec. 14 report.
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Eobert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Dec. 14, 1996 - Page 1 ot 8
Trading Strategies and Recommandations For The Week Of Dec. 16-20

S&P - Position Summary as of Dec, 14, 1996

Commanta

The S&P has continued lower as anticipatad. it will nat taka much more of a daclina to
confirm the larger degres trend has tumed bearlsh.

Major Trend

Bullish | From April 1994 Low. Both the Bearish Reversal and Bearish Cantinuation
Signels must ba mada 1o signal 1ha_ majer trand has turned baarish.

Irmter. Trend

Bullish | From the Julv 16 low: Whils the Nov. 26 high has been made on a direct hit of
projected fime and price, the Beansh Reversal Signat (DUB 730.50) has not
bean alectad to signal the trend has turnad baarish.

‘Support {March)

11/26H | 732.20.730.95, 722,20-718,20, 705.30-807.50, #8476

722.20-710.20 is now tha key support zone. Thiz zone includes the 100%
altemnate price prejecticn {W.3=W.1 counting from the Mov. 2& high), 78.6%
retracement of W.E and 38.24% retracement of W, 1-5. Clozing below thie price
zona is a high probability sighal that the larger degrea trand is bearizh.

Reslatance | 7/16 L | (spot futures): Broad price zona for major top: 738,00-772.00
12M5L | (March): 752.50-755.0. This zone should not be clesed above I the karger
dagree trand has tumed baarizh. A close above 755.0 should be followed by a
continued rally to new highs, Caleulate Fib., retracements if low mada,
Tima Analyeis | PTPP | Dac. 19 {potential for minar low),
Pattem 7 The waeking azewmedion ic that Moy, 26 completad weve 56 Dec. 10 hag ether

completad WavEs 1-2 or A-B. The assumption is waves 1-2 are camplata. If this
is the case, the 3&P should cumently be in a wave three dacline which implies
there is & high prebabillty of cortinuad voletility and relatively wide-range down

days.
Minimum LT Bull Price | Mat
Market Objactives Time | Mot
Bullizh Contlnuatian Price | GAP [Spot fitures): SCHOCA 787,25 gnd {SPX} 2OHDCA 772, Ifthesa Bullish

Continuation Signals are met, the S&P should ba in a panic buying franzy with
the nexi price objectives much higher.

Baarieh Raveraal

Price | S&P {March) DCB 730.90. The S&P has bounced off of this targst but has not
chosad balow 730,90, Only a close balow 730.90 will signal a trend change.

Benrinh
Continustion

Price | S&P (March) 2Ci DOE 718.20

if the Bearish Continuation Signal is made, it implies an mpulsive wava sanea
began with the Nov, 26 top and the larger dagree trend has probably tumad
boarsh,

denaral Trading
Sirateglen

The curren trading assumption is that a major top was made Now. 28 and tha S&P should
cortihua & bear trend to below the July 16 low without excesding the Nov. 26 high. A closa
ahova 755.00 ia the initial indication that this outlook is incorrect. A close balow 730,940 is
the initial confirmation of a top. Trading strategiss should be ofenied 1 the short side
unless the S5&P cloges above 755.00.

Optlons

Initiate baarish optioh sirategies on a March confract clos.-e_:.bébnw 730,90,

Invagtors ! Mutual
Fund Switchers

Investors shoukd be long as of the Aug. 2 close when the Bullish Reversal Signal waxs
made. Exit long posilions it the Bearish Raverzal Signal is made (DCB 730.80).

8-14
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Dec. 14, 1995 - Page 2 of &
Trading Strategics and Recommendations For The Week Of Dec. 16-20
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Follow-up Comments To The Dec. 14, 1996 Report

The March S&P and DJIA charts on the previous page that were included with the
Dec. 14 report clearly showed what appeared to be the completion of afive wave
raly into the Nov. 26 high. The assumption was Nov. 26 completed a bull-market.
Theinitial declinefrom the Nov. 26 high was labeled assuming Waves 1 and 2
were complete (see the S&P chart on the previous page). If the 722.20-718.20
support zone was exceeded, the bear market would he confirmed. This support
tone included typical corrective price targets (see the Price Support comments

in the Dec. 14 report). If they were exceeded, the odds were the decline was not
acorrection, but animpulse.

Don'tforget that we trade market behavior, not forecasts, no matter how
confident the technical analysisappears. The objectiveisto aways consder
what market activity will confirmor invalidate your opinion of the market-

Within two weeks, the market signaled that a major top was probably not
complete and the stock indexes would continueto rally to new highs. The market
had quickly signded that not only was theimmediate bearish outlook probably
incorrect, but new highs should unfold soon.

Let's skip ahead to the Jan. 18, 1997 report for an update.
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Fobett Miner's DYNAMIC TRADER WEEKLY FAX REPGRT - Tan, 18, 1997 - Page 1af ©

Trading Strategies and Recommendations For The Week Of Jan, 2024

S&P - Posltion Summary as of Jan. 18, 1967

Comments

Tha S&P has made naw highs aftar Jan. 14 which signals the advance should contlnla
at east into Jan, 23 f not longer.

Major Trand

Bullish

Evom Apri] 1994 L ow. Both the Besrsh Aeversal and Bearish Continuation
Signals must be made to signal the major trend has tumed bearish.

inar, Trahd

Bulligh

From tha July 16 low: With tha stection of the Budlish Reversal 3lgnat on
Dec. 24, the Intarmediate dagres trand must be congldansd bulllish unless the
Bearish Favarsal Signal iz made.

Support (March)

MNA&

747.90, 73325

" Resistanes {March)

12171

A02.90-821 _10: Thig I= the critical resistance zork if the weave count shown on
the dally chart (127 =W.4 L) & corrsct. At thig pHoe zone, W.5=561.8% W.1-3
and 1682% W.1, WE=162% W 4 and W.3-5:5=262% W.2:5, If the S&P axcauds
this zone, the wave coumt shown last waek [12/17L=W.2:5 counting Tram the
7161} is probably comect which would project much higher pricas,

Thé leng terrn raport which will be mailed Tuasday includes 40 pages of S&P
and DJ|A analysis ant projections, Long term projections show 312.00-820.00
| &5 2 critical long-lerm registance 2ona.

Time Analysls

PTPP

Erom tha July 16 Low: Jan. 914, Jan. 23-24, Fob, 5:11. New highs have boen
made atter Jan. 14 which implies the S&F should be sideways to up Lo at |sast
Jan. 23 and probaily 1o Fab, 5 or later,

Pattarn

Fi1EL

After apending the last two wesks preparing the long ferm analysis and
evaluating the various potertia! patterns, the curent position of the markat ia
bost considerad whh the Dee. 17 low as wave 4:(5}. Tims and price prajsctions
confirm that this ks a better oytlock than the Dec, 17 low a8 wawve 2:(5). The most
lmgrortant factor is thara is no way 1o look at the July 16 low as other than a
Wave (4} which implies however the inal wave {5) will unfeld, it will complste 2
leng termn bl trend.

Minimum LT Bult
Markei Ob|pctlves

Prica

Met. While tha iong term objective has been mat, the recent pattam analysis
suggests the March S4F should reach at lest 802,50 before complating W. (5).

Bearish Revarsal

Price

S&F {March) DCB 733.25.

Bulllsh Revarsal

Prica

S&P (March) Close abvove 758,80 (mat Dec, 24)

Bullish Continuatlan

Price

SEP (Marchi: 2CHDCA 772,40. Met week ending Jan. 17. Mext minimum
objactive is S02.99,

General Trading
Stratagips

Tra 5P should be sideways o up al least 1o Jan. 23 and snould reach at least 302490,

Theso &

ra minknym objactives,

Options

_‘n'mra arg ng spacific recommendations at this time.

Investors / Mytual
Fund Switchars

Invegtars and mutual fund switchers extted the market on Dec. 15, Cinly re-enter long

posilions H the new Bullish Coptinuatiop Signal described above is mads,

Dynamic Trading - Chapter 8
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Jan. 18, 1997 - Page 20f 8
Trading Strategies and Recommendations For The Week Of Jan. 20-24

Fallow-up Comments To The Jan. 18, 1997 Report

The chart above, included with the Jan. 18 report, illustrated the revised wave count
which now considered the Nov. 26 high aWave-3, not aWave-5. The market
behavior itself quickly invalidated the opinion that Nov. 26 was a Wave-5 high and
provided new time and price projectionsfor the bull trend-

Notethat the Jan. 18 report projected the Feb. 5-11 period as having the greatest
probability of making atop at the projected price zone of 81300-82200 where short,
intermediate and |ong-term price projections coincided. The projection in mid-Jan.
was for at least another three weeks and 20+ points of raly.

The S& P continued to rally to new highs as anticipated. Let'sjump forward afew
weeks for an update.
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Robert Miners DYNAM/C TRADER WEEKLY FAX REPORT - Feb. 15, 1997 - Page 1 of &
Trading Strategics and Recommendations For The Week Of Feb, 17-21

S&P - Position Summary as of Feb. 15, 1997

Commenls | Tha S&P hss coantinued to advance as anficipated in Wadnasday's update raport. Time,
price and patterm projactiens are each nezrng tha extrermes from whers a major top
should be mada,

Major Trend | Bullish

From Aprit 1994 Low. With the election of the Buliish Continuation Signal Jan.
17, the mejor trend must ba censidered bullish, Both the Bearish Heversal ahd
Baarish Continuation Skghals must be made % signal the major trend has turned
bearich.

Intar, Trend | Bultsh

From the July 16 low: The intermediate degres rend must be considered bullish
uniess the Bearish Reversal Signal is mada.

Pattern | FABL

Feb. 5 is congidered the W.4:4, nenning-comection kow., [fthis iz cormed, the

: gomplation of a minor five wave advance frein Feb. & will complate five-wave

structures of soveval deqraes 85 ollined in the monthiy rapon, & "unning
correction” is an ARG cormection whara the wave-G (0w is 21 a higher price than
the wave-a low, It implias that the next Impuise wave, in this cage wava-5, hat a
high prebakility of extending bayand the typical prica targets for a wave-5.,

Falr. 13 is probably a minor W.3 high which imphes there should only b z faw
more days to complets the minor five wave strugture baginning from the Feb. &
low. A decline balaw the wave-1 high (796.95) signals the minor five-wave
advance sholld be cotmplata,

In viewing the minor and internmediate dagree wave paitems, | look for a wava
patiem that is a strong candidate as an “aitémate.” | simply don't s2e a strang
candidate at thie tims,

Support (March) | 1/23H
i

796.96, F83.90, 771.00
Coleuiata T whracemens i nigh conhmmed,

A dacline balow 782 80 [W.2-5} is the {irsl signai the advance is complate given
tha assumad wave pattemn. A dacline below 771,00 (W.4 low] confirma the
achvance 1s complete.

Raslstance {(Marczh) | 124171

The 810.66-824.90 price zone Ncludes at kast seven price projections from
three degress that are typical price targets far & wave five, This prce zone falls
at the area of paralid channel resistarce of two degrees,

If the wave count from the Deg, 14 low jg cormect, the maxmym price tamet
shoilld be B4 T.85-850 85, This concidars W.4:5 12 8 unning corractlen 53
described in tha pattemn section and W.S that began Feb. 5 will excaed 100% of
W.1 {prabably to 162% W.1).

Time Anglysis | PTFF

From the Juhy 16 Low: Feb, 17-26 (17-19)

Time enalysis is performed in tha same Manner ag price and pattem anelysis.
From the top {Jargar degred) dawn. Tha long ang intermadiate term cycles
poinied to & high probabiiity top in the Feb. 5-11 period. The recent shorl-terin
cycles extend e pared through Fab., 26 with & concentration in the Feb, 17-13
parod.

Minlimum LT Bull Price
Markat Objectivas

PR

o, Whils the long term objective has been mat, Wadnesday's repart projected
tha recant shoert-term swings projected a continuation to at leesl 810.40 and a
ptobable oblactive of 821,00 or higher. The minimum objaciive has bean el

Baarlal Revarsal Prica

SEP [(March) ROB 771,00, A cloge below the minor wave lour low (Fab. &)
signals 1he bull rend iz complata.

Buillsh Reversal | Price

SEP _[March) Close above 75580 (met Dac. 24).
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Bullish Continuation |  Price | 5&P {March); 2CHDCA 772.40. Met Jen. 17.

Generml Trading | Ali factars of tme, price and pattem slgnal the high probabllity of a major top no later than

Stratagies | Fob. 28 and no higher than B50.85. Thase are maximum objectives anticipatac, The
greatsr probabllity Is for a top to be complets by next Wednesday, Feb. 19, with
824.90 a8 the probable maximum target

Opiiona | Initiate bearish optlen strategies i the Bearish Reversal Signal is made,

Invaalors f Mutual | Invastors and mutual fund switchers entared long on the Bullish Continuation Signal macke
Fund Switchers | Jan. 17. Exil long positions if the Bearish Ravarsal Signal is made.

53 Dpnamic Trades - - - [S&P 580 INDEX SPU2S7 D]
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Follow-up Comments To The Feb. 15, 1997 Report

The March S& P made a key-reversal-day on Feb. 19, precisely within the
Feb. 17-19 PTPP for the final Wave-5 high. The top was 82040, precisely
within the ided objective for Wave-5 of 818.40-824.90!

As of mid-March 1997 when this chapter is being completed, the S& P has only
declined about 6% from the Feb. 19 high and has not yet confirmed whether the Feb.
19 high completed a major bull market. But, the time, price and pattern factors that
would confirm or invalidate if the top is complete have been clearly identified.
Remember, we will trade the market, not the forecast.
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S& P500; July 1996-Mardn 1997

The daily S&P chart below includes the period since the July 1996 low described in
the previous reports. Except for abrief period in Dec, when it appeared a Wave 5.5
had compl eted, the Dynamic Trading andys's and trading strategies continued to
project higher prices as the market moved up from one price objective to the next.
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If you review these S& P reports again, the importance of Dynamic Trading
analysis should become obvious.

1, Dynamic Price Analysisis much more than obvious support and resistance levels.
Comprehensive Dynamic Price Analysis often provides the minimum price target
anticipated for the market position. Dynamic Price Analysis a so often provides
the specific price levels that should not be exceeded if the opinion of the market
positionisvalid.

2. Dynamic Time Analysis provides the specific time periodswith avery high
probability of trend reversal. Almost every intermediate-term high and low shown
on the chart above was made within one trading day of a time projection.

Dynamic Time Analysis also provides thetrader and investor with the minimum
time obj ectives probable for any degree swing.
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3, Practical Elliott wave analysis often provides a very confident opinion of market
position. When Elliott wave pattern analysisis combined with dynamic time and
price analyss, high probability time and price projections are possble. The failure
of many Elliott wave analysts is they trade their forecasts, not the market behavior.
Any market will usudly confirm or invalidate an Elliott wave forecast very
quickly. To fail to recognize the confirmation or invalidation of The Elliott wave
opinion isto fail to understand the practical application and true value of Elliott
wave anaysis.

By applying Dynamic Trading analysis methods you have learned in this book,
you will be prepared for the highest probability market activity in the same manner
shown in these reports.

Now, let's move on to examples from other markets.
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Robert Miner's Dynamic Trader Analyaiz Report - Aug. 1996 - Page 19
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NIKKEI: The Nikkei has probably completed a major top In June. Summer time is an important period for
seasonal change in the Nikkei. Note on the weekly chart that the last three major trend changes took place
In Aug., June and July, The decline from the June 1996 high has exceeded the 100% Alternate Price
Projectionand reached the 61.8% retracement of wave five. While the long term trend remains unclear In

TheNikkei, it appears June has began a decline that should fit least correct the entire rally from the July
1995 low.

Thefollowing page shows the outcome of the Nikkei from the June 1996 high.
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Follow-up Comments To The Nikkel In The Aug. 1996 Report

The Nikkei has declined over 25% from the June 1996 high through March 1997. A
smple anayss of wave structure and the time of prior highs,and lows signaled the high
probability outcome from the June high.

The chart below shows the Nikkei through March 1997. Do you think the bear trend
from the June 1996 high through the Jan. 1997 low is acorrection or [he beginning of
an impulse trend to new lows? What isyour rationale?

53 Dnamic Trades - _ [MIKKE! NIK
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The Jan low was made at the coincidence of the 61.8% retracement and 162%
Alternate Price Projection. Based on simple price projection anaysis and wave form, the
odds are high the Jan. low was not the completion of a corrective low. The odds are the
Jan. low was aWave-3 not aWave-C of an ABC correction. The C-Wave is more often
equal to 100% of the A-Wave, not 162%. A Wave-3 is often equa to or greater than
1626 of the Wave-1.

If we congder the Jan. 1997 low the end of Wave-3, what would be the pattern factor
that would invalidatethi sidea? A Wave-4 should not trade into the price range of Wave-
1. If the Nikkel rallied above what is shown as the Wave-1 low, the bearish outlook for
the Jan, low to be exceeded is a least questionable.
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Robert Miner's Dynamic Trader Analysis Report - Nov, 1986 - Page 13
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Strait Times (Weekly): The Feb.top should not be exceeded for years. The ST should
complete a five wave decline within the relatively broad supporl zone of 2032-1948 which
includes the 78,6%retracement. W.5=100%W.1, W.5=61.8% W.1-3and W.5=162%W.4.

The following page showsthe outcome of the Strait TimesIndex following the
comments from the Nov. 1996 report
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Follow-up Comments To The Strait Tunes Index In The Nov. 1996 Report

The Wave-5 low of 2035,0 was madejust three points short of the ideal price projection
for Wave-5 of 2032-1948.
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Elliott wave analysis and Dynamic Price Analyss prepared traders and investors
for a mgor low chat was followed by the largest raly in dmost ayear.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov, 16, 1996 - Page 27 of 8
Trading Swetegies and Recommendations For The Week Of Nov, 18-22

Cattle (Feb.)
Resistance:65.30-65.54
Support (11/14H): 64.45-64.21, 63.96-63.88, 63.61-63.45, 63.11

The sell order was not elected last week. Cattle made a five-wave decline into the Oct. 25 low. Cattle

have rallied to what should be the maximum objective if the rally is corrective. The Nov. 14 high

appears to have completed an ABC correction at the 65.20-65.54 resistance zone which includes the

78.6% retracement, wave-four high, 100% alternate price projection (W.C=W.A) and 262%
retracement of W.B (W.C=262% W.B). A close over 65.54 signals the rally is probably not corrective

but should continue to rally and exceed the Aug. high. Seasonally, Feb. catlle have a high probability
to be down from Nov. into Jan. or Feb. We should continue to initiate short position strategies as long

as cattle have not closed above 65.54.

Short and Intermediate Term Traders: As tong as cattle have not closed above 85.54. sell cattle at
three ticks below the prior day's tow. Adjust the protective buy-stop daily to one tick above the 3DH
(three-day-high).
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Follow-up Comments To Cattle In The Nov. 16, 199 Report

For markets other than the S&P, the weekly report often provides specific trade
recommendations. Specific trade recommendations are not provided for the S& P
because of the enormous volatility that can occur during the week, making it
impossible to provide judicious protective sops with trade recommendations
fromaweekly report.

The Nov. 14 high was made at the idedl price projection for aWave-C corrective
high. While the Dynamic Trading book has not discussed seasona tendenciesin
markets, many of the agricultural markets have very reliable seesond tendencies that
traders should be aware of.

Note that the recommended sdll strategy wasto wait for aprior daily low to be
exceeded before entering the short position. In other words, a minor confirmation of
abear trend. The sdl strategy was voided if cattle closed over the upper extreme of
the resstance zone. If cattle exceeded the extreme resstance zone typical for an ABC
correction, the odds are theraly wasimpulsive, not corrective, and new highs would
eventualy bemede

The following page shows the next week's report and how the analysis and
trading strategies worked out.
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Rober Miner's DINAMIC TRADER WEEKLY FAX REPGRT - Nov. 21, 1096 - Page & of 7
Trading Stratepics and Recommendations For The Week Of Nov, 22-27

Cattle (Fab.)

Hasistance: Cak:ulate Fib. retragemants If low confirmed

Suppott (11/14H): §3.61-63.45, 63.11, 62.47-62.39, §1.41

The: sall order was elected on Monday, Nov, 18 at 64.52, three ticks Delow the prior day's 1ow. Cattle

completed an ABC correction at the Nov. 14 top as described la=i waak. Cattle should continue to
avanhually decine o balow the 0. 26 low.,

Short Termn Traders (5-11/18, £4,52): Adjust the protactive buy stop to 64,01, Take profits at 62.90.
di -1141 2} Adjust the protactive buy stop to §4.01.
Currant and Cettle Opened Price Closed Pilca F/L e
Recent Trading | Short Feb. (ST} 1118 54.52 - - $450 4]
Aecommendations | ShertFeb.(IT) | 1118 | 6452 | - - 3488 &
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Fallow-up Comments For Cattle To The Nov. 21, 1996 Report

Cattle declined sharply, electing the sdll-dop for ashort position as anticipated.

Dynamic Trading analysis prepared tradersto take advantage of alow-risk and
low-capital exposuretrade. What ever your trading time frame, short, intermediate
or long-term, you must have the patience to wait for the best opportunities.
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Robert Miner's Dynamic Trader Analysiz Report - Nov, 1996 - Page 7

Gold - Position Summary as of Oct. 29, 1596

Commantis

Gold has excesded a 20 year historical exireme for the time range of a dectine without
having made a 5% rally. Last month projected that at least & minor low should be made
by Oct. 4 (Sept. 26-0ct. 4 PTPP, The low was made Oct. 1 at 379.8, Just 70¢ below the
prejectad support zone for the low of 382,6-380 5.

Major Trend | Trading | Wilh the decline balow the Juna-July low, the ocdds are squal for & break below
Rangs | or above the trading range. )
Intermediate Trend | Boarieh | Goki must make the Bullish Reversal Signal which is now 2CHDCA 386.5 to

_ turn the trend bullish,

Supperi (Dec)| &6H|381.6, 37R.0-3765
Realstance {Dec.) HA | 386.5, 363.0

Time Analysiz | PTPF | From the Oct. 22 high- Nov, 4-6. Nov. 11-13

Pattem 8/ | Oct. 2% 15 probably a wave-four high which implies gold should maka another

drive to new kows, ideally o tha 378.0-376.5 suppert 2ane which i an idaal
targat for a wave five low. Only a close above the Ocl. 22 high will void this

outicok.

Minlmum Trand
Objective

Thare are no trend objectives unll gold provides a trerd dirsction gignel. The
larger degres position is a frading range. Gold must make a baarish or bullish
confinuation signal befors trand objectivas will be given.

Bulllah Roeversal

Prica

DCA288.5

Baariah Contlnustlon

Frice

CCB A78.4. A cloge below 381.8 will be an inftlal indication of a conlinued
decling at legst 10 378.0,

Genaral Trading
Strataplec

if the Bullizh Feversal Signal is sleclad, gold should anly ba in the inilial skages of a bull
frand and should continuz to rally abiove the long term trading range higha.

355,

: I the Baearish Continuation Signal is made, gold should continue to decling to at least

Options

Mo specilic recommendations at this tima.

PM Mutual Funds

Ga long on a D, contract close above 366.5,

830
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Robert Miner's Dynasgic Trader Analysic Report - Nov. 1996 - Page 7
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Gold (Dec., daily): The decline below the wave-B low signaled the rally from the Oct. 1 low is
probably corrective and not impulsive. The odds favor a continued decline to the 378.0-376.4
support zone. Only a close above 386.5 (10/22H) will void this immediate bearish outlook.

Follow-up Comments For Gold To The Nov. 1996 Report
Why wasanew low below the Oct. 1 low anticipated? Gold had declined below the
Wave-B low signaling theraly to the Oct. 22 high and 38.2% retracement was an

ABC correction, not the beginning of an impulsive trend- If the Oct. 22 highwasa
Wave-4, theided price projection for aWave-5 low was 378.0-376.5. Nov. 4-6 was
projected asthe ided timefor aWave-5 low.

Did gold make aWave-5 low inthe time and pricetargets as anticipated? The
next page showswhat transpired in the following weeks.
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Gold continued to decline to anew low just as anticipated. On Nov. 1, onetrading
day prior to the Nov. 4-6 PTPPfor alow, gold made areversal-day low at 377.8,
precisaly within the price zone projected for aWave-5 low. Time, price and pattern
plus adaily reversa signa seemed to coincide for animportant low. Gold rdlied $8
and then fell out of bed and continued to declineto new lows.

The Time and price projections wereright onfor alow, hut not amajor low as
anticipated by the Elliott waveinterpretationthat consideredtheNov. 1 lowthe
completion of afive wave decline.

Dynamic Trading andyss and trading strategies will not project the market
position correctly all of the time. No method of analysis is cgpable of doing that.
Thetime, price and pattern position of theNov. 1 low provided the trader and
investor withadefinitive, maximum protective sop-loss for long positionsof onetick
below the Nov. 1 reversal-day low.

Whenthe Nov. 1 low was exceeded, traders could hold no bull market illusions,

a leed for the time being. The market itsdf had invaidated Nov. | as amgor low
and signaled the bear trend would continue.
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Trade marked behavior, not forecasts- Always identity the market activity that will
invalidate your opinion of the market position and do not fail to act when the market
tdlsyouin no uncertain terms that you are wrong.
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Raobert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Sept. 7, 1996 - Page 2 of 10
Trading Strategies and Recommcndations For The Week Of Sept 3-13

Bonds - Position Summary as of Sept. 7, 1996 (Chart on Page 2}

Comments

Bands did not maka the Bearnish Price Reversal last week (2CL0CE 106.23) but did
rads balow the extrame tima and price suppen targels anticipated to complete the
daciine from the Aug. 13 High. Friday's vide-rangs, cutside-reversal-day has probably
completad the stesp dacline and a carrective rally should now take placs,

Major Trend

Baarish joh: Bondz shoukd aventually continue lower and excesad the
Nov. 1994 low withoul having &xcesdad tha Jan. 1996 high. The recent five

wave dacling suggesis tha Aud. 13 high will not be sxceedsd.

Inter. Trend

Bearish | From the Aug, 13 high: Bonds appear to have completed a five wave decline on

Frday which implies the larget degras trend is now down.

Support (Dec.)

1052310614, 10431, 103N
106.23-105.11 is the auppart zene whare W.5=%.1 and W.5<.382 W.1-3 If
Sepl. 4 ts considersd the wave-d high.

8M13H

Rasistance (Doc.)

107.17-107.25, 108.18-10%.1¢
A corractiva rally should reach at least 108.18.

Time Aralysls

PTFPF | It bonds continue sideways to up a5 anticipated, a comaciive top ahould nol ba

made prior o Sept. 19,

Pattarn

813H | Last week assumad Aug. 28 was a wave-four high. The confinued declined has
altarad the count to a lextbock five wave decline with wave-thrse subdivided into
five minor waves. Friday's low (Sept. §) was made af the idesl price zeng for

& wave five low. Seo the suppolt price section above,

The: five wave dacling implias that Aug. 13 was a magor corrective high and
bonds should excesd the Juna low without having axceadsd the Aug. high.

Minimum Baar
Trend Ohjactives

These will not be considered unless or untid the June 13 low is exceeded and
tharais a conlirmed baearigh pattern to work off of.

Baarish Revaraal

Price | DGR 107,24, This was made Aug. 30,

Barish Continuatian

Prica | 2CLDCB 108.23 (Sept.), 106,14 {Dec.). This was not made last wask.

Ganeral Trading
Strategles

All factors signal that Sept. & compfatad the swing #own from the Aug. 13 Righ and &
corrgchive ralty showld continue into at jeast Sept. 19 and reach st feast 708. T8, These are
the minimutn ime and price objectives.

Laai Waek

Thea buy-on-closs signal was elected Tuesday on the cloge of 107 12. Tha long peettion
was stopped out on Friday 106.01.

Spacific Trading
Recommandatiocne

Shert and |nigrmediate Term Traders: Buy bends at 108,13 or batter, or 107.05 on a stop,
000, Flace the pretective sell-stup at 105,19, While not a apecific resommendation,
subsgoribers who beught near the dose Friday, uze the 105,19 protective asll-stop.

Qptions

Optlen strategies should considar that bonds should remaln within the sxiremes of tha
June 10w and Aug. high at lsast through Oct. Cption traders should consigar selling Dec.
106 puts and Des. 112 calls on a futurea buy signal.

Mutunl Fund

The zall signal to kquidate for bond mutual funds was mads Friday on the Bearish
Reversal Slgnal.

Dynamic Trading - Chapter 8
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Rebert Miner's DYNAMIC TRADER WEEELY FAX REPORT - Sepa, 7, 1996 - Page 2 0f 10
Trading Stralegies and Recommendations For The Week Of Sept. 9-13
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Follow-up CommentsFor BondsTo TheSept. 7, 1996 Report

Although the larger degree pattern position is not shown in the limited period of the
chart above that was included with the Sept. 7 report, the Aug. 13 highwas
consdered a major Wave-2 high. If it wasindeed aWave-2, it was not anticipated to
be exceaded prior to a continued decline to new lows. Therally from the Sept. 6 low
was anticipated to be a correction to the five wave decline from Aug. 13 to Sept. 6.

How did it turn out? See the next page for afollow-up chart and more comments.
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The chart below shows the bond activity following the Sept. 7 report. Bonds
continued to raly from the Sept. 6 low just as anticipated The buy-stop to enter a
long position was el ected the following trading day, Monday, Sept. 9. Bonds rallied
dmog straight up from there. The minimum price objective for the rally was 10818
(50% retracement) and was reached within afew days.

The "correction™ was projected to last at least to Sept. 19. The rally continued to
Sept. 19 as anticipated, and beyond.

E

The Aug. 13 high was axceeded
contrary to expeciatons in egrly Sept,

40810 Rel 0ETH
10618 Ret 10500

16 73 30 BSep 13 W 77

How ToBeWrong And Still MakeMoney!

Bonds eventually exceeded the Aug. 13 high, contrary to expectations. Asit turned
out, the rally from the Sept 6 low was more than acorrection to the Aug. - Sept.
decline. It was part of alarger degree correction begun from the June 1996 low. You

don't have to be right to make money trading. But you do have to quickly respond to
the market, which is always right.

The excerpts from subsequent reports on the following pagesfollow-up on the
bond position and trades.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Oct, 23, 1096 - Page 1 of 1
Mid-Week Update

Bonds (Dec.): Bonds also mode a wide-range reversal today, with a close near the high. Todays
low was made in the 61.8%-78.6% retracement zone and should be a wave 2 of 5 low. Unless
bonds exceed today's low of 110.11, the odds favor a continued rally to test or exceed the Oct. 4
high.

Short Term Traders: Buy a break above the first hour's trading tomorrow. Place a buy stop one
tick above the first hour's trading. Place the sell stop one tick below the first hour's trading; OR,
buy at 110.23 OB. Place the protective sell stop at 110.10.

Update Comments

No chartswere included with the mid-week update report. The daily chart below shows
bonds from the Sept- low through Oct. 23, the date of the mid-week report.

T ———— TR

R
1 1015 Ret Q518

1106 Ral B.7EE
i

Bnnds appaarac o have ¢otnpietad tour
waves lraugh Ot 18 and the firsd two
minorwaves of Yave 5.

it appearad to be an ideal setup for at [gasl
a sharHerm long position.

-

11 2

Bonds gppeared to have completed a minor wave 2 of 5 low on Oct. 23, the day of
the report.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Uct. 26, 1996 - Page 2 of 8
Trading Strategies and Recommendations For The Week OF Cet, 28-Nov. 1

Bonds - Position Summary as of Oct. 26, 1995

Commantx | Tha cullock remaing that bonds should make a new high befers compleling the advancs
from the Sept. & low. Last week's dacline is considered a comection in a larger dagrea
bull trand.

Mejor Trend | Bearish jgh: The Jan. 4 high should not be exceadad priorto a
continued decline balow the Sept. low.

Intar. Trgnd | Aullish | From the Sept. 6 low. The wave pattem auggests the bull trend should have at

least ohe more minds awing to naw highs to complete Yyave-5.

Suppert (Dec.) | 104 H | 10836, Calculate Fib retracaments from both 945 and 9412 lows IF high
condirmead.

Resisiance (Dec.} a/sL | 111.268-111.31, 113.05-113.28, 115.29-116.23

The ideal price objectve for Wave-5 is 113.05-113.28 where W.5 = 100% W1,
61.8% W 1-3 and 162% W4

Time Analysls | PTPP | From the Sept. € 0w Nov. 1-5

' Moy, 1-6 i the ieal period for this sorective rally to compleda.

Pailern 86 L | The assumption i Oct. 18 completed 5 wave four low and Fridoy's outside-
reversal-day completed wave 2:5. A decline below 10826 (W.4 low) voids this
wava saquence and signals Ccl. 4 probably completed an ARG correction.

Bulligh Raversal Price | 2CHRCA 113.28: If the current rally s coragtive, the Bullish Reversal should nat

be made.

General Trading
Straiegies

The outloek remaing that bonds will reach at least 113.05 without having exceedad 109,26,

Laat Weak'n
Tradirng Activities

The 110.23 OB mecommendation trom Wadnasday's update was elacted Thumday. The
110,10 protective sell stop was alacted shortly after the opan on Friday.

Spaclfic Trading
Recommaendatlions

i is still anticipated bonds will make a wave five rally to reach at least 113.06. Buy bonda
an a break above the first 30 minutes range any day next waak as long &s bands hava not
iraded befow 110.4. Place the protective sell stop at 105,31

Ontlons

Mo recommendations at this time.

Investors / Muiual
Fund Switchers

Thers ia i positlon in bond muteal funds at this tirmes,

Dynamic Trading - Chapter 8

837




Eobert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Oct. 26, 1996 - Page 3 of 8
Trading Strategies and Recommendations For The Week OF Oct. 28-Nov, 1
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Follow-up Comments

The 110,23 OB buy order was elected on Thursday, Oct., 24 and stopped out the
following day, Friday. Friday made awide-range outside-reversal-day. The Oct. 16,
Wave-4 low had still not been violated nor had the outlook for a continued rally to

11305 or higher.
The trade resulted in aminor loss but the market had not violated the outlook for a

continued raly. The stop on the trade was placed below the previous low. It could have
been placed beow the Oct. 16 low of 109.26, but that would have resulted in dmost a
$1000 capital exposure from the 110.23 OB entry. The Oct. 26 report considered new
trade entry Strategies on the long Sde as long as the Oct. 25 reversa-day low was not
exceaded.

Let'stakealook at the following week's report to see how it turned out.
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Exbent Miter's DYNAMIC TRADER WEEKLY FAX REFORT - Nuw. 2, 1996 - Page 2 of £

Truding Sirattgies and Recommendations For The Week OF Moy, 4-8

Bonds - Fosition Summary as of Nov. 2, 1998

Commantx

Friday's (Mov. 1) wide-range reversal-day high was made on a ceineldence of both ima
e price profections for a W.5 high.

Major Trand

Bearigh | From the Jan. 4 high: Tha Jan. 4 high should not be exceaded priorto a
conthwead decling befow ta Sent low,

Intwr, Trend

Bullish | From the Sepl. & lgw. Tha intarmediate degree rend from Sept. & should

camphate by the snd of next weelk

Support (Dac.}

114 H | 11213111 24 This key supiort zona includes the 3B6.1%-50%, wave-thrsa

relracemenis as well as khe hign ot wave-one. 1t the wave count shown on the
chart is comact (Mov. 1 = 'W.3.5 high), onds should not dedling balow 171.20
befara complating waves 4 and 5,

Rsalatance (Doc.}

11 5.8 (1 jection for W.5 highl, 115.29-116.23

Priday's high of 113.28 reachad the upper axtreme of the ideal price zone for a
top.

Time Analysis

FTPF | Erom the Sept 6 low: Nov. 1-6

Mow, 1-8 is the keal pariad for this comective rally to complete. Friday's high
{Noy, 1) was mads in the Kaal time zone for a WS top,

Pattern

The assumption is That Friday's high {Nov. 1) Is wave 3 of 5. If this is tha casa,
bonds should make a waws four kow above 111.20 and a wave five al laast
marginally above Friday's high. An altemate pattemn considers Ocl. 25 as the
complation of an ABC, wave-faur comecticn and Mov. T as the completion of the
five minor wayes of wave-five,

Bedlinh Revereal

Price | 2GHDCA 113.28: H the current rally is comectve, the Bullish Ravarsal should not

b rnmcia,

General Trading
Strategies

Tha bulle of the mlly should ba aver, The Nov. 1 high shauid be sither wave 325 or waye 5.
At best, only marginal new highs should be made. However, it 15 usually proftable to try 1o
position on a wave four [ow for a potential wava five rally. Wave four of flve should ba
comidiale by lata next week,

Last Weak's
Trading Actlvitiag

Bacauss bonds were advancing nte the time and price Zone anficipated igr the W.ET'libh
Wednesday's Update report recommeded adjusting the pratective seli-stopr o the long
pasltion daily 1o ane tick below the low of the firzt hour, The short and intarmadiate tarm

posifions were stoppad out on Thursday st 112,17 as bonds traded below the rangs of the
first haur,

Specific Trading
Recommendations

T : Wed.-Friday anly: Az long as bords have tradaed to
al least 112,13 but have nat closed balow 111,20, buy bonds on the close if the doae is
above tha prior day's close and the curment day's opan. Place the protective sell stop ane
tick below the low traded since tha Mov. 1 high,

Optlons |

Mo recommendations at this tme.
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Rohert Miner's DYNAMIC TRADER WEEKLY FAX REFORT - Now. 2, 1996 - Page 3 of 6
Trading Strategies and Recommendations For The Week OF Moy 4-8

Currant and Bande Opaned Price Clogad Prica BL orc

Rucent Trading Long Dec. (3T) &% . 10705 %17 108.07 $1063 C
Recommandadona Lang D, {IT) W 10705 wid 107.22 £583 C
Long Dac. (5T) 9/23 . 1073 =lr g 109.27 $1875 c

Leng Dac. {iT) 9/23 107 .31 9/30 105.04 1156 o

Short Dec. (ST) 10/8 1ig2 | 1017 | 11080 3125 c

Long Dec., (ST) 10424 110.23 1025 11810 (3408) C
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Follow-up Comments

Whilethe OCT. 24 long traderesulted in aloss, the Oct. 29 trade was awinner. Evenif a

trade is stopped out, there is no reason to abandon the market if the market activity has

not invalidated the longer term outl ook, in this case, for higher prices.
The profit/loss trade recommendation table shown above includes the recent bond
trades up to the time of the report. Did the bond market complete the wave-five for a

top as anticipated? | reported in the Nov. 6 mid-week update report the trend was about to

reverse,
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Mov_ 6, 1996 - Page 1 of 1

Bonds (Dec.): Cancel the buy set-up recommendation from last Saturday's report. Minor cycles
expand the upper end of the resistance zone to 114.09. 2CHDCA 114.09 Signal a continued
advance to 115.29 or higher. We are now in the ideal time period of Nov. 1 -6 for a corrective top.
Bonds have made at least a marginal new high as anticipated in last Saturday's report. Although
the pattern is not ideally formed to signal a final top, a short strategy is recommended on the
strength of the time and price projections.

Short and Intermediate Term Traders: Sell Dec. bonds tomorrow at 113.07 on a stop. Place the
protective buy stop at 113.24.

Follow-up Comments To The Nov. 6 Update Report

Everything seemed to bein placefor bondsto complete afivewaveadvance. The sell-
gop order was afew ticks below thelow of Nov. 6 (chart not included withthe update
report),
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Eobert Miner's DYNAMIC TRADER WEERLY FAX REPGRT - Nov. 7, 1956 - Page 2 of 8

Trading Strategies and Recommmendalions For Mov. B-15

Bongds - Position Summary as of Nov. 7, 1998

Commants

Bondz are al a criteal 1ime and prics unciurs tar a potential, correciva ton,

Major Trend

From the Jan. 4 high: The Jan. 4 high shuijld not be exceeded prigr o a
continued decline below the Sapt. low.

Brearish

inter. Trand

Bullish | From the Sept. & low. Bonds have ralled to a coincidance of time and price
resistance from whees aither the trend should tarminata or continue to the next

ptica and fime leval.

Support (Dec.)

MA | 112.20: Gaiculate Fib retracemants and altermate price projections H top

confimed.

Resistance {Dec.)

1130511418 11528-117.05

The upper and of tho resistance zons s etended to 11418, not 114.09 as
stated in last right's updete. There are 9 or 10 different price projections of three
degrees fhat fall i tha melativaly broad zote of 133.05-114.18. Thers la nol &
aingle pree projection batwasn 114,18 unill 11629 that I 2an find. |f bonds
axcesd 114,18, thay showd continue to rally to 115.29 or higher.

Time Anglysls

FTPF | From {he Sept. & low: Nov, 16, Nov. 20-21

Today's new dally and cksing high after Nov, & s & pullish signal,

Pattem

" Wave five has not ideally sub-divided into five ming: wavea. Tha pettem i
sloppy and does not provide a confidant opinlen from my peint of view I the
minor trend from the wave four, Cet, 16 jow, hag completed or not. We will facug

i oA tima and price with the assumption that the pattem i probably completing,

Bonds ofton make at laast minot tops following a wide-ranga up-day 19 new

highs. Sea the Sapt. 13 (W.1) and Gel 4 (W.3) tops 2& relerenca. This [§ not &

prredication that a fop wili be made now, i that meanner, gnly 1o be aware that
thia kind of top often occura and not to necessarily conslder today's sharp wp day
as bullish,

Bullish Contfinuation

Frice | DCA 114,18 Whlla a top is anticipatad in the currant time and prica 20ne, & clase

abowe 114,15 voids this irvmadiate bearish cuiosk and signals a continued rally.

Ganeral Tracing
Strateglas

Treding strategies must let the market signal if the trend has reversed or will continued to
the next tima and price ehjectiva.

Laat Waak's
Trading Actlvitles

A shorl position was takan today at 113.07 par tha recommendalion of lagt night’s update.
The shatt position was stopped out at 113,24,

Specific Trading
Ascomrmendations

Trading atraiegias should take stdvartage of tha oritical price position of bonds. Efther a
comective top should ba made in the pragent price zone or a trerd continuation signal
should ke mads.

Short and Irfermediale Term Traders: As long as Dec. bonds have not closed above
114.18, sall bonds on a closa balow 113,20, Placs a siop and revergae at 114.08,

OR, buy bonds on & stop of 114.23 or 114.19 S5C0, OGO, Place the proleciive seil Stop at
113.24.

Optlons

Buy a March 110 put on a fitures sell signal with a =lop at tha stop-and-revarse signal for
futures. Don't reverse the option position. The upslde potential is mare limited I both lime
and prica than the downsida.

Investors / Mutuat
Fund Swiichers

Thers & it position in bond mutual funds ad this time.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov. T, 1996 - Page 3 o B
Tiading Strategics and Recommetdations For Nov, 8-15
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Follow-up To The Nov. 7, 1996 Report

The short postion was dected on Nov. 7 per the Nov. 6 update report but was stopped
out the same day on the wide-range outside-day for asmdl loss. Even though this trade
was not successful, bonds had till not exceeded the maximum time and price zone for
acorrective high.

There isan important analysisand trading strategies |esson to be |earnedfromthe
Nov. 7 report. Bonds were at the extreme projections of time and price for a corrective
top. The trading strategy was to sdl if aminor low was exceeded or buy if the price
resistance zone were exceeded. Note that the Resistance section commented that there
were no price projections between 114.18 to 115.29. In other words, if atop was not
made as anticipated and bonds continued to rally, they would probably continue 10 at
leest 115.29. Trading strategies would place the trader in a position no matter which
direction bondstook. Trade market behavior, not forecasts.
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Rnben Miner's DDYNAMIC TRADER WEERLY FAX REPGRT - Nov. 16, 1996 - Page 3 ol ¥
Trading Stratepies and Becomroandations For The Wesk Of Nov. 13-22

Bonds - Position Summary as of Nov. 18, 1936

Commenks | Last week, bonds exceaded both the lime and prics targats antlcipatad for a comactive
tap by cloging over 114,18 and making naw highs aftar Nov, 6. A continued edvanca 1o
T15.28 or higher is now anlicipated.
Major Trend | Bearizh igh: The Jan. 4 high should net ba exceeded prior to a
cantinued decline below the Sept. low.
intet. Trend |  Bullish | From the Sepl. 8 low. The rally from the Sept. low is considarad a majar
corraction to the decline from the Jen. high.
Suppert (Dec.) NA | 11408, 112.29: Calkeulate Fib ratracaments from the Oct. 25 and Sept, & lows

and alemate arice projactiona i a top |8 eonflimad by a clags balow 114.08.

Fasistancs {Dec.)

/L

118.05-114.98, 115.29-117.05 {115.28-116.13)

Bonds have closed above 114,18 which signals the rafly should continus to
115.29 or higher betors comghsting the rally from the Sept. € low. The 115.28-
117.05 price zone includes the §1.58% retracament (spot futures) and 78.68%
ratrecemant (Oec.) as well 25 several mito: altemate price projections. IF the
cutrart mlly is comactive, this prica zana ahould naot he axcasded.

Time Analysls

PTPP

Erem the Sopt, B low: Now. 1.8, New. 20-21

Having raliied 19 new highs beyond the Nev. 1-6 FTPP, the current rally should
not complete prior to Nov. 20.

Pattern

96 L

The: pattem doas not provida a confidant opinion of the markat position ather
than the rally from Seqt. & shaould be part of 2 major comection. We wil conlinue
1o focus on the more cblectiva and lizble ime and price projections for clues to
frand fermination and reversal,

Bullish Continuation

Frica

DA 114,18 (met Nov. 12}
Curent Bulllsh Gentinuation: [HoA 11705

Bear/sh Rayaranl

Prca

BB $11.28

Guneral Trading
Straimgien

Beonde should continua ke rally to 115.29 or highet and should not make a top prior to Moy,
20. However, & clage balow 111.28 signals the comectiva rally ia camplste and bands
should then canlinug 1o decling below the Saept. low.

Lest Watd's
Trading Activitiss

A leng positian was taken af the 114.23 buy-stop on Tuesday, Nov. 12. The protective sell-
stop was placed at 113,24,

Specific Trading
FRecommendatlona

Short and Intsonediats Term Traders (L-11/12, 114.29): Adjust tha protective Eall stop to
114.05. Taka profits on the shaort-term position al 115,25,

Opticns

N meommentdetions at histime. Bonds aro o) oF Tt & posttion from where we Wi
consider baarish option stratagias.

Invanstcrs F Mutual
Fund Switchera

Thare is no position In bond mutual funds at this time.
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Roben Miner's £3¥NAMIC TRADER WEEKLY FAX REPORT - Mov. 16, 1996 - Page 4 of &
Trading Strategies and Recommendations For The Week OF Noy, 18-22
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Cutrent mng Bande Opered | Price | Cloged Prica P o
Recant Trading Lot Dac. (8T) &g 107.05 | a7 108.07 $1063 o2
Recommaendations Long Dec. (IT) gra G705 819 107.28 it k| C
Long Dac. (ST} 5/23 10731 e 10827 £1875 c
Loy Dec. {4 _Orpm b oagra A mne g o
Short Des. (53T} 10v8 111.02 1017 | 110,30 5125 #
| Long Des. (ST) vEE [ 11093 1 gyEe 110,10 1840) o
Long Bac. (ST 10w | 1iod | 11 112,17 $1408 o)
Lorg Dec. {T) g2 | 1 |t 112,17 1405 c
Bhort Dac. {ST8IT) 117 10307 7 10324 {35313 o
Lovg Dac. (ST84T 1112 1 11423 - - 8014 o |
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov. 27, 1996 - Page 2 of 6
Trading Strategies and Recommendations For The Week Of Mov. 28-Dec. &

Bonds - Position Summary as of Nov,, 27, 1998

Comments | Bondz made a revarsa! day Tuesday, Moy, 26 at both projacied times and prica
ra&mtame_ n
Major Trend | Bearish | Ergrn i Jan. 4 high' The Jan. 4 high should net be exceadad priot to &
confinued dacline balow the Sept. low, n
intet, Trend | Bullish | From the Sept. 6 low. The cdds are high that Nav. 26 completad the inlermediate
degrea bull trecd. L
Support (Dec) | 11/28H | 114,23, 113.25, 113.08-112.11. 111.10
Realatance {Dec.) /8L | 115.£8-117.05 (115.28-115.18)
The Mov. 26 high was 116.05, nght within 1he ideal prica zane for a major
Comeciive 1op.
Tims Analysls | PTPF | From the Sept, 6 low: Nov, 20-26. Dec, 4-6
The Miv. 26 ravarsal day high waz mada at the Nov, 20-26 PTPP for a top.
bonde continiue higher. ite final tap is likely o be mada by Dac. 6.
Patiern /8 L | The pallem does not provide a confident opinion of the markst position cther
than the rally from Sept. 6 should ke part ¢f a major comaction. Wa will confinue
o fogus on the more objective and reliable time and price profections for clues ta
trend termination and revarsal.
| Bulllah Continuation | Price | DCA 117.05
Bearlgh Reversal |  Price | 2CLDCE 114 18: Two Congecutively Lower Daily Clozes Below 114,18,
Gsneral Trading | Bonds have probably completad a majar comective top at the Nov. 26 reversal day high, ||
Strategles | the Bearish Raversal Signal is electad, the 1op |5 confirmed. f the Bullish Continuation

Signat ks elected, & major bull irand may be undarwsy.

Last Wesk's | Thé stop-and-reverse order at five ticks below the first hour's frading was slected Tueaday,
Trading Acllvitles | Nov, 28 5t 11512
Specific Trading | |niermediale and Short Term Traders (S-11/27-115.12): The protoctive buy-stop is at
Racammandations | 116.05, ane tick above the Nov. 26 high.
Currant and Bonds Openad Prica Closed Price PA ofc
Recant Trading |  Long Dec. (ST) NG 107.05 oy 108.07 $1063 C
Recommendations | Long Dec. (IT) ¥ 107.05 9118 107.23 3583 C
For Bonds | Long Dec. (ST) 9/93 107.31 [¥rg 106,27 §1875 G
Long Dec. (IT) 923 107.31 /30 106.04 511585 o
Short Dec. (ST) 1048 111.02 10/17 110.30 $125 C
Lang Dec. [ST) 10/23 110.23 10422 110.10 {3408) G
Long Dec. {ST) 1029 111.04 11431 112.17 $1406 c
Long Dec. {IT) 10/29 111.04 11531 112.17 $1408 G
Shont Dec. (ST&IT) 1177 103.07 1177 103.24 ($531) C
Long Dec. {ST) 1112 114.23 11420 115.25 $1082 G
Long Dec. {IT) 1142 | 11429 | 11728 | 11642 | §656 e
Shor Dec. (IT&3T) | 11/26 | 11512 §63 | O
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Robert Miner's PYNAMIC TRADER WEEKLY FAX REPGRT - Nov. 27, 1996 - Page 4 ol 6
Ttading Strategies and Recommendations For 'The Weel Of Nov, 28-Dec. 6
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Follow-up Comments For Bonds To The Nov. 16 and 27, 1996 Reports

As you can s from the Trading Recommendation Profit andLoss Table For Bonds,
theDynamic Trading analysisandtrading strategies had nailed thebond market for
severd months. Thereweretworeatively small losses and anumber of significant
profits during this period.

The outlook for acorrective top to be made below the Aug. 13, 1996 high was
dead wrong, yet the trading continued to be profitable. Trade market behavior, not

forecasts. The important lesson is there was aconsgtent gpplication of the Dynamic
Trading anaysis methods and trading strategies. While amadl losseswere incurred,
thenet result wasprofitable.

The Nov. 27 report stated the Nov. 26 reversa-day high, which was made a a direct
hit of projected timeand price for amajor corrective high, was probably the completion
of acorrective lop. Thereport dso stated that if bonds made anew high, thefina top
should be complete by Dec.6 (Dec. 4-6 PTPP). A stop-and-reversd from along to
short position wastakenon the break bel ow thefirst hour'srangeon Nov. 26, the day
of the high.
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How did this short position turn out? An Update Report wasissued on Dec. 4. The
commentsfromthisreport are shown onthefollowing page. No chart wasincluded
with theupdatereport.

Rober: Mines's DYNAMIC TRADER WEEKLY FAX REPORT - D 4, 1994 - Page 1 of 1
Mid-Weck Update

Bonds (Dec.)

Bonds exceeded the high of Nov. 26 and elected the protective buy-stop on the short position on

the gap opening at 116.15, Tuesday, Dec. 3. Tuesday's high probably completed the corrective
rally one day prior to the Dec. 4-6 PTPP for a top.

Short and intermediate term Traders: As long as bonds have not traded above 116.12. sell bonds
on a stop one tick below the low of the first 30 minutes trading. Exit on the close of entry day if the
close is above the current day's open. If not stopped out on entry day, place the initial protective
buy-stop at 116.13.

Follow-up comments to the Update Report

Although the short position taken Nov. 26 was stopped out, bonds were still inthe time
and price zonefor amajor corrective high. Aslongasamarket isin thetime and price
zone for atrend change, traders should take every opportunity to enter the trade. The Dec.
3 highdid not quality asone of the daily reversal signas eventhoughthe close wasin the
lower half of the daily range and below the day's open. Therecommended sell signal was
adecline below [he trading range of thefirst 30 minutes, aminor signal of bearish trend.

Thesdl sgnd was only valid if bonds had not traded above 116.12, minor resistance
on theintraday chart (not shown) that should not have been exceeded if the bear trend
was to continue.

How did the Dynamic Trading andysis and trading strategies work out for this short
position in bonds? The chart on thefollowing page shows the outcome.
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The sl sgna of the break below the range of the first 30-minutes was made the
following day, Dec. 5. Bonds continued straight down without electing the initia
protective buy-stop at 116.13 recommended in the Dec. 4 Update Report. The chart

below is [he March contract in order to show the bond trend through Jan. which was
past the Dec. contract roll-over.
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Robert Miner's Dynamic Trader Anclysis Raport - Jar. 1997 - Page 16
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British Pound (weekly): The pound has reached the important resistance zone of 170.99-
170.04 described in last month's report. The pound is at or near a wave-five top. This ideal
price zones for a wave five high are either 170.90-171,10 or 173.65-174.40. The Dec. 31
high at 171.28 was just a few ticks above the first zone. Dec. 31 appears to be a wave-
three high which implies the pound should make one more minor swing to a new high. If
this should unfold, the top should be made no later than Jan. 14. A close below 167.25
signals wave-five is complete and a greater decline in time and price than any since the
May low should unfold.

Howdid it turn out?
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Follow-up To The British Pound Analysis From The Jan. 1997 Report

Simple price and pattern andys's prepared traders and investors for the largest decline
in pricein over ayear. Take another look at the chart of the BP from the Jan. 1997
report on the prior page. What does it imply for the long term position of the BP? If
the wave count is correct, the Jan, high was the completion of along term correction
which should eventudly be followed by a decline bdow the May 1996 low without
having exceeded the Jan. 1997 high.

Tha BP declinad fom tha
¥iave-5 high as antic/pated.
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Robert Miner's Dynamie Trader Analypsis Report - Feh_ 1997 - Page 14
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Crude (March)
Resistance (5/20L): 25.36-25.76

25.35:W.5 =162%W.4
25.76:W.5=61.8%W.1-3

Support (1/9H): 23.67, 22.76. 21.80-21.70, 20.74

Jan. 9 probably completed awave-fivetop. The minimum objective for the decline from the
Jan. 9 high is the 21.80-21.70 zone which Includes the 50% retracement of the five wave
advance and the low of wave-four.

Did March crude reach the 21.80-21.70 support zone as anticipated?
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Follow-up To The Crude Analysis Of The Feb. 1997 Report

Two months later, crude reached 2150, just a few ticks beyond the minimum
projection for a corrective decline to the five wave advance.
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Why was the projection made for a decline to at least the 21.80-20.70 support
zone? Corrections to five wave advances (declines) usually reach at or near the prior
Wave-4 low (high). Corrections to five wave advances (declines) usually reach at
least the 38.2%-50% retracernent of the five wave advance (decline). In the case of
crude, the 50% retracement coincided with the Wave-4 low.

While crude may continue lower, the important factor is that in early Feb., with
crude at 24.00, the price and pattern position strongly indicated a continued decline to
a least 21.80. That's information traders can take advantage of.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Aug. 31, 1996 - Page 7 of 1(
Trading Strategies aml Recommendations For The Week Of Sept. 2-6

Orange Juice, Nov. - No Chart Aug. 26 appears to be the completion of wave-3 of a potential five wave advance
from The July 23 low. The current decline should not exceed a close below 116.60 (Sept.) or 111.30 (Nov.) if the
larger degree trend is bullish as anticipated. The protective sell-stop on the long position of 11815 (Sept. contract)
adjusted in the Thursday mid-week report was elected Friday, stopping out the long position for a $405 profit.

Intermediate Term Traders: As long as Nov. OJ has not closed below 111.30 (116.60, Sept), buy Nov. OJ any day
nextweek on the close If the close is above the current day's open and the prior day's close. Place the initial
protective sell-slop at 111.20.

Current and | oJ Opered | Prce | Clossd | Prce | PL | OIC
Recent Trading |  Long Sept. 728 | 11545 8/30 11815 | $405 | ©
Hecommendations | ], |,

TheAug. 31, 1996 issue of the weekly report included apotentid trade set-up for OJ.
No chart was included with the commentary. The table shows the most recent trade
recommendation for OJ a the time of the report.

Below isachart for this period. Why was the trade set-up for along position voided
with adosebdow 11660 (Sept contract} ? That would be adose below the Wave-1
closing high which would void the impulsive wave count as shown below. Two days after
the report, OJ dosed below 116680 onthe Sept. contract and 111.30 ontheNov. contract
which voided the trade-entry strategy. Trade market behavior, not forecasts.
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Eobert Miner's DYNAMIC TRADER WEERKLY FAX REPORT - Feb. 15, 1997 - Page ¢ of
Trading Strategies and Recommendations For The Week OF Feb. 17-21

Copper (March)
Resistance(9/12L):106.00-110.50
Support (2A3H)106.11-104.14

Thursday's signal-day reversal appears to have completed the final minor five-wave advance needed
to complete the larger decree five-wave advances. While a new intraday high was made, a new
closing high was not. Thursday's high alsotagged the parallel channel resistance line projected from
the W.3 high.

Short and Intermediate Term Traders: As long as copper has not traded above 110.50 (Feb. 13 high),
sell copper on the close if the close is below the current day's open and prior day's close. Place the
protective buy stop at 110.25.
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In Feb. 1997, copper appeared to be completing a major five wave advance from
the June 1996 low. The outlook inthe Feb, 151997 weekly report shown abovewas
that Feb. 13 completed the final, minor five wave advance. Everything seemed to be
in place for amajor top and a great short trade opportunity.
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Follow-up On Coppe To The Feb. 15,1997 Report

The Feb. 13 sgna-day high looked like a perfect set-up to prepare for a short
trade. The copper market did not agree. It immediately gapped up to new highs
and continued to rally. The short trade recommendation was never filled as copper
did not make aclose bel ow the open prior to rallying above the 110.20 high.
Trading Strategies prevented alosing trade.

If ashort trade had been taken on the close of the Feb. 13 signal-day, the stop
would have been placed at one tick above the Feb. 13 high. The short position would
have been sopped out three trading days later on the gap opening for alose. Losses
can never be eliminated, but they can be minimized by logical protective stop-loss
placement. Inthis case, the gap-signal-day reversal wasinvalidated as soon asthe
high of the day was exceeded.

Contraty [0 expeciztions, copper eontinusd t0 rally to new
highs invalldating the W.5:5:5 court #t the Fab, 13 high.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT- March 1. 1991 - Page5 of 10
Trading Strategies and Recommendations For The Wesk Of March 3-7

Gold (April)
Support (2/28H): 358.7
Resistance (2/12L): 3644-366.6, 3704, 379.0

Gold has provided another signal of a major trend change to bullish by closing above the prior swing
high of 359.7. The current rally appears to be completing a minor W.5 signaling a minor top is due soon
followed by a correction to the advance from Feb. 12. The current rally has reached the Ideal price
objective for a minor wave-five of 364.4-365.6 where W.5=100% W.1 and 61.8% W.1-3. This price zone
also includes the 50% retracement from the Nov. high.

The ideal time to initiate intermediate term positions is on the correction to an initial advance. It
appears gold should be near the top of an initial advance. If 38%+ correction follows, it will be the ideal
opportunity to initiate intermediate term long positions.

Last Week's Trading Activity: No new trades last week.

Short Term Traders (L-345.30, 2/13: Adjust the protective sell stop 10 359.7 one tick below Friday's low.
Almost all of Friday's advance took place in the last 30 minutes of trading. A lack of follow through to this

buying spree signals a temporary top and the completion of the minor five wave advance is probably
complete.

Current and Gold Openad Price Closed | Price FL o/
Recent Trading |  Leag {(Apnth 2/13 345.30 - - $1980 Q
Recommandstions

£ Dyrvamic Trade: - - - [CEMER GOLD  GCB4ST D]
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Follow-up Comments On Gold To TheMarch 1,1997 Report

A long trade recommendation from a prior report was filled on Feb. 13, one day
following the wide-range, outside-day low. Gold rallied straight up to the idedl
price projection to complete a minor five wave advance. The protective sdl-stop
on the long position was adjusted to onetick below the low of the last bar shown
on the chart on the previous page (Feb. 28 low).

The next trading day, March 3, was akey-reversal-day. Thiswas anidea signal
for astop-and-reverse to a short postion. The nature of a weekly report could not take
advantage of this timely signa. The protective sdl-sop at 359.7, one tick below the
Feb. 28 low, was elected two days later on the gap-down open of 357.6 for a profit of
$1230.

¥ [ & ey revarsakday was made Marth 3 at
the |deal prce projection far 3 ¥eawe-5high.
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